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Letter to the Shareholders

Dear shareholders and business partners,

Fiscal year 2002 was an eventful and decisive year for itelli-
gence. We set ourselves clear objectives for the operating
business and positioning and consistently pursued these
objectives over the course of the months. In the first nine
months we reported stable business development and an
exceptionally high number of new customers in all divi-
sions. We centered our efforts in 2002 on increasing profi-
tability, which led in particular to increased stability in the
international business. We strengthened our strategic part-
nership with SAP AG in 2002 and will continue to focus

on acting as a global partner in 2003.

The successful development of itelligence was dampened
by the unexpectedly weak fourth quarter in 2002. Although
we were able to expect over proportionally high year-end
revenues and orders in the past, we did not meet our tar-

gets at the end of 2002.

The typically strong seasonal demand failed to materialize
in the fourth quarter of 2002. In spite of the difficult market
situation, itelligence’s revenues remained constant over the
prior year during the first three quarters but fell by 25 per-
cent year-on-year during the last quarter of 2002. As a result,
itelligence was unable to meet the annual forecasts. In par-
ticular, all of the subsidiaries reported an unusually down-
ward business development in December. At year-end, bud-
gets were cut and numerous projects were postponed - in
particular, in the license business and the consulting busi-
ness for midmarket customers. The United States, Spain and
Italy were considerably below target. France, the United

Kingdom and Brazil also reported an unusually weak per-

formance at year-end. By contrast, Germany, Switzerland
and central and eastern Europe enjoyed a positive perfor-

mance and achieved the targets forecast.

We do not wish to solely blame the poor business develop-
ment in the last quarter of 2002 on the generally weak
economic situation and the ensuing significant fall in IT
investments. We analyzed the reasons for the poor business
development at the end of the fiscal year in detail and re-
sponded accordingly. At the beginning of 2003 we reviewed
the order situation, the sales and marketing and cost struc-
tures and the utilization of consulting capacity at each itel-
ligence AG subsidiary. Appropriate cost-cutting measures
are currently being implemented and market adjustments
made. For instance, additional extensive changes are being
implemented at sales and marketing, consulting, and
management levels in western and southern Europe and in
the Americas. The German business was successfully re-
structured and organized in a more efficient manner in
2001/2002. On the basis of this success, we are confident
that the loss-making foreign subsidiaries will return to pro-
fitability. We expect that the concrete effects of these meas-
ures will be reflected in the figures from the second half of

the year.

In spite of the weak development in the fourth quarter of
2002, I do not wish to forget the successes achieved by itel-
ligence in 2002. The entire itelligence team pursued our
objectives with outstanding commitment. And with a posi-

tive result: winning an exceptionally high number of new

itelligence



Letter to the Shareholders

customers and numerous long-term projects in fiscal year
2002. 2003 thus kicked off with a positive development in
all the divisions - Consulting, Licensing and Outsouring &

Services.

Defying the strained situation on the IT market, the SAD
business enjoyed an excellent performance in the first few
months - in particular, in Germany and central and eastern

Europe.

The consulting business, representing 72 percent of total
revenues, is itelligence’s core business. This business repor-
ted a stable utilization of consulting capacity coupled with
a good order situation in the first nine months of 2002. In
the midmarket business alone, we won 28 new customers
in Germany alone thanks to itelligence’s industry solutions
and special service lines. In recognition of its excellent per-
formance, SAP AG awarded itelligence the prize for the most
successful system house in the midmarket in 2002. itelli-
gence thus continues to be one of SAP AG’s most successful

midmarket partners, as it has been since 1995.

With regard to major customers, we intensified collabora-
tion with SAP AG in our key industries and services lines.
We were able to clearly position ourselves due to our con-
sulting skills in special service lines such as process mana-
gement, CRM, SCM and portal solutions. We also won more

than 30 new major customers in Germany in 2002.

With increasing integration in complex IT landscapes and
changes in the SAP development environment, the range of
services offered in the Customized IT division is an ideal
complement to our positioning as a full-service provider
for SAP. Our teams design customized software and inte-
grate this software in existing SAP components or in hete-
rogeneous system landscapes. Alongside the traditional

SAP services offered, itelligence’s additional extended IT

itelligence

solutions represent a key competitive advantage. We are
able to cater to special industries, for example, with our
service offering for Travel & Transport Management and
Banking & Finance.

Due to the generally downward trend in IT investments,
however, demand for highly-specialized customized IT so-

lutions was not as high as expected in 2002.

Compared to the previously stable utilization of consulting
capacity, the month of December was marked by excess
capacity due to the fact that an unexpectedly high number
of orders were postponed. In this connection, revenues of
MEUR 121.4 from consulting activities were generated over
the entire year, which represents a year-on-year fall of 14 per-
cent. What is more, although revenues for the year of
MEUR 85.5 from consulting activities in Germany and
Switzerland surpassed expectation, this did not compensate

for the drop in revenues within the itelligence Group.

On the whole, the license business stabilized in the past
fiscal year. We won numerous license contracts, especially
in Germany and central and eastern Europe. The license
business was on target up until the end of the third quarter.
However, the number of license contracts concluded was
not as high as expected in the fourth quarter of 2002.
Customers postponed their decisions in many cases until
the new year. At MEUR 17.0, revenues in the license busi-
ness matched the level achieved in the prior year. The fact
that SAP made us a Global Services Partner in January 2003
points towards a promising basis for a successful year in

the license business in 2003.

Outsourcing & Services again surpassed all expectations for
the fiscal year recording year-on-year growth of 23 percent
thereby making it the fastest growing division. Thanks to
our global hosting and IT administration services, we are

able to benefit from the current trend in customer demand



for efficiency-increasing IT services. Our decisive competiti-
ve edge is that, in our capacity as a full-service provider for
SAP, we can offer customers outsourcing as an integrated
service of our complete service offering - ranging from con-
sulting, licensing and service/hotline through to outsour-
cing. Our services are thus a cut above the other typically
pure implementation services available on the market.
Outsourcing & Services already accounts for 16 percent of
total revenues. The potential is there: in the long-term we
expect these revenues to account for over 30 percent of
total revenues. Highly specialized teams currently support
our outsourcing processes on a technical and organizational
level at six centers: Bielefeld, Hamburg, Walldorf, Bautzen,
Cincinnati and Poznan. From these centers, we support
customers throughout all of Europe and the US and service
our multinational customers on the basis of a one-stop
service organization. We also see potential for growth
abroad, in particular in the United States, but also in

Switzerland, France and the Netherlands.

We are now the most successful SAP system house for the
midmarket and also an SAP Global Partner - Services. In
these times of stiffening competition and flagging IT invest-
ment activities, companies must increasingly focus their
attention on efficient organizational structures, rationaliza-
tion effects and concrete added value potential. As a leading
international full-service provider with clear industry and

service lines, we add tangible value for our customers fast.

We will also continue to build on the good partnership -
across all borders and at all levels - with our customers and
SAP AG. In particular, we will strive for partnership relation-
ships in our dealings with customers in order to be able to
globally act as their competent contact partner and provide
them with optimal solutions. Longstanding collaborations
based on trust, respect and satisfaction is our objective and

ultimately the key for our success.

Our employees also support the concept of a partnership-
based cooperation. Our decentralized management structu-
re promotes both open cooperation as well as employee
initiative. itelligence’s employees are the ultimate focus
of its know-how. It is with their team spirit, communica-
tion skills, flexibility and professionalism that we are able
to jointly meet the challenges posed each and every day.
On this basis, we will also be able to establish new service
lines and set new trends and demonstrate our flexibility on

the market and to customers.

We plan to maintain our position as a leading interna-
tional SAP midmarket partner in 2003. We will endeavor to
stabilize foreign business and ensure constant capacity uti-
lization in all divisions. Along with our operating success,
our primary objective for 2003 is to further increase our

profitability in all divisions and in all countries.

As it is difficult to forecast the political and economic deve-
lopment, our planning is currently based on a moderate
growth rate in 2003. We are therefore aiming to generate a

positive EBITA and a positive cash flow.

We believe that the measures we are currently implemen-
ting abroad set us in good position for the coming year. I
am confident that itelligence will successfully meet all the
challenges it may face in 2003 and look forward to a suc-
cessful partnership with SAP AG, our employees, our custo-
mers, and with you, our shareholders and business part-

ners.

e,

Herbert Vogel
CEO
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itelligence — A Strong Partner

Partner of SAP AG

itelligence AG has been a longstanding and innovative

partner of SAP AG for over ten years.

Today itelligence successfully collaborates with the Walldorf-
based Group as a leading international SAP partner com-
pany in all areas - from analysis, consulting and develop-
ment and licensing through to outsourcing and services. To
ensure optimal customer support, itelligence is structured
by industry and professional SAP competencies. This en-
ables itelligence to clearly focus on core industries and ser-
vice lines and quickly and flexibly adapt to changes in the
market. As itelligence is involved in the marketing phase of
new SAP solutions from an early stage, it possesses the
high level of technical expertise required for fast market

implementation.

The strengths of the full-service provider for SAP do not
only lie in technical implementation. The strengths of itel-
ligence also lie in strategic consulting and the design of
SAP-based industry solutions to optimize the business pro-

cesses of midmarket customers.

itelligence advises both large and midmarket companies.
As an SAP Alliance Partner - Services and Special Expertise
Partner, itelligence’s business with major customers is ex-
tremely successful thanks to its sound industry experience
and high level of technical expertise. itelligence generated
around 60 percent of the SAP business in 2002 with natio-

nal and international groups.

itelligence AG is one of the front-runners in the implemen-
tation and marketing of new software solutions of SAP AG.
The full-service provider for SAP sets itself apart from other
providers with its leading edge expertise in special service
lines such as customer relationship management, supply
chain management and the implementation of portal solu-

tions.

itelligence has been the new SAP Global Partner - Services
since the beginning of January 2003, another international
success. To date only a select number of international com-
panies have attained an SAP Global Services Partnership
which entails a joint business plan with SAP and coordina-
ted sales and marketing activities. itelligence expects the
very early marketing activities with SAP AG to provide it
with access to new countries and allow it to further pene-

trate existing markets.

At the SAP partner information day in November 2002,
itelligence, as the strongest sales partner for the midmarket
in 2002, was awarded the prize of SAP Channel Partner
Smart Business Solutions 2002. The close partnership is
also underlined by the exceptionally high number of SAP
certifications received. Among other things, itelligence is a
certified VAR (Value Added Reseller), Channel Partner
Hosted Solutions, Support Alliance Partner and SAP

Alliance Partner — Services.

itelligence
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itelligence — A Strong Partner

Partner for the Midmarket

itelligence AG has positioned itself as one of the most suc-
cessful partners of SAP AG since 1995. Some 40 percent of
itelligence’s total revenues are generated from the SAP mid-
market business alone. The provision of SAP services to the
midmarket requires high customer orientation and special
industry know-how. The specific profile of a midmarket
company presents new challenges to the consultant in
terms of service. The services offered by itelligence are gea-
red towards the needs of the midmarket. The itelligence
teams pool sound industry expertise with extensive techni-
cal competence and quality in a fast and flexible manner.
Our regional proximity and numerous reference customers
attract midmarket customers. The optimization and expan-
sion of SAP system landscapes are important for the adap-
tation of SAP solutions should a company expand. In parti-
cular, solutions with an attractive cost to use ratio are in
demand: the measurable added value from long-term solu-
tions is important to midmarket companies.

itelligence therefore views its close partnership cooperation

with midmarket customers as a long-term commitment.

itelligence

The full-service provider for SAP also provides customers

with follow-up services after the implementation phase.

itelligence’s industry solutions are adapted to meet the
needs of the respective industry using SAP software. The
mySAP All-in-One industry solutions are geared towards
midmarket companies with complex, industry-specific re-
quirements. The focus on national and international custo-
mers from the automotive supplier industry, the chemicals
industry, the machine and equipment manufacturers, high-
tech industry, the services industry, the wholesale industry,
the wood and furniture industry and the steel and non fer-
rous metals industries underpins itelligence’s sound indus-
try know how. itelligence is able to demonstrate its experi-
ence in the implementation of complex projects for mid-
market customers in its customized customer solutions.
itelligence is a key player in the SAP Partner Program and
has to date been able to develop most SAP-certified indus-

try solutions.



itelligence industry solutions

it.automotive supplier - Automotive supplier industry
it.chemicals — Process industry, chemicals
it.consumer — Consumer products industries
it.trade — Wholesalers and retailers

it.service — Service providers

it.metal — Metal industry

it.engine — Machine and equipment manufacturers

it.wood — Wood and furniture industry

“itwood”, for example, meets the requirements of the
wood and furniture industry: it offers an extensive array of
customized production options for customers while main-
taining the complexity of corporate processes. itelligence
has demonstrated its expertise to firms such as Westag &
Getalit AG, Rheda-Wiedenbriick and Poggenpohl Md&bel-

werke GmbH in Herford. it.automotive supplier and it.che-

micals are two certified industry solutions which are well

established on the midmarket. For example, it.automotive
supplier supports the entire supply chain for automotive
suppliers. itelligence uses this industry solution, with
customized specific expansions using the mySAP Business
Suite, at A. Kayser Automotive Systems GmbH, Einbeck,

and numerous other companies.

Customers, mainly subsidiaries of large groups or start-up
companies, require easy-to-use and economically efficient
standard solutions with interfaces to traditional SAP sys-
tems.

itelligence, as a strategic partner of SAP’s initiative for the
smaller midmarket, announced at SAPPHIRE 2002 in
Lisbon that it had acquired its first Business One customer
in Germany. itelligence is one of the first five SAP partners
worldwide to implement the new ERP system in projects in
its pilot phase. This allows itelligence to continue pursuing

its complete segment, the midmarket.

itelligence 11
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“Our customers are looking for a full-service partner that can offer an entire

range of services, from consulting to licensing, through to outsourcing and

remote services, both locally and internationally. \WWe see Outsourcing &

Services as one of itelligence’s high-growth divisions in the years to come.”

Oliver Schreiber, Director Business Unit Outsourcing & Services

itelligence — A Strong Partner

It is forecasted that the midmarket will make the most sig-
nificant IT investments in future. Fierce competition is anti-
cipated in the midmarket due to the relatively low current
level of market penetration and the highly fragmented IT
offering. Other large software providers have also recently

started targeting the midmarket.

With its proven track record as an SAP system house, itelli-
gence has positioned itself as a reliable and longstanding
partner for its customers. The regional structure of the itel-
ligence teams ensures that they are located close to custo-
mers. At the same time, with its international structure,
itelligence AG guarantees cross-border, worldwide support
services for its customers. The full-service provider offers
companies one-stop solutions: from licensing and consul-

ting services in the SAP field through to outsourcing and

services. itelligence gears itself toward the requirements and
processes of the midmarket. Following a special midmarket-
focused project methodology and using its extensive indus-
try competence, itelligence can carry out projects quickly and
flexibly. itelligence has proven this at Nordmann Getrianke
in Wildeshausen and Stralsund. The entire range of itelli-
gence’s services is being used: from integrated business
solutions through to outsourcing, the itelligence team is

able to demonstrate its expertise.

The combination of central coordination and project sup-
port from Germany coupled with direct implementation by
itelligence employees in the respective country is highly
advantageous to many export-oriented companies with

European or global networks.

itelligence
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itelligence — A Strong Partner

Partner for Special Skills

Companies expect IT solutions to optimize their business
processes and thus add tangible value to their business fast.
“Efficiency” and “added value” represent the main criteria
for a rapid return on investment (ROI). itelligence strives
to increase the transparency, speed and efficiency of proces-
ses within companies so as to achieve a rapid return on

investment.

itelligence stands out as an innovative solution provider
with its leading edge expertise in special service lines.
“Special skills” for itelligence mean cross-company busi-
ness applications for business processes such as customer
relationship management and supply chain management
as well as company portals.

As an experienced and longstanding Special Expertise
Partner of SAP AG, itelligence uses its solid experience in
all mySAP Business Suite components and its extensive
knowledge of the structures of industry-specific business

processes.

itelligence

Demand for special know-how for the optimization of pro-
cesses in customer relationship management and supply
chain management as well as company portals is growing.
Companies also see future development potential here in
relation to efficiency increases and will, to this end, rely on

itelligence; a strong and experienced partner.

Supply Chain Management (SCM)

Supply chain management optimizes dealings between
companies and suppliers. SCM involves the effective con-
trol of supply chains, i.e. the fast supply and procurement
of goods and services. Companies today are achieving deci-
sive cost savings in the supply chain through clearly struc-
tured internal and external supply chain management. As a
specialist for efficient supply chain management, itelligen-
ce offers mySAP SCM. With the ever-increasing complexity
of cross-company supply chains and with system land-
scapes becoming increasingly heterogeneous, maximum
integration of individual SCM solutions is a must. The main
criterion here lies in the integration of the SCM applica-

tions in cross-company systems.



itelligence operates in the Supply Chain Management area
as an SAP partner company for renowned customers with
the most exacting requirements. Dr. August Oetker Nahrungs-
mittel KG, Bielefeld, for instance, places its trust in itelli-
gence’s expertise. itelligence has experienced teams on hand
which are specialized in the varied and specific industry

and service line requirements in this area of application.

Customer Relationship Management (CRM)

The efficient structuring of customer relations is one of the
challenges companies face each and every day. Today custo-
mer contact takes place on various levels within companies:
by e-mail, telephone, fax or in meetings. The great chal-
lenge posed by efficient customer management is recording
the varied customer relationship initiatives in a company-
wide system and being able to present this information in

an informative manner.

As a Special Expertise Partner for mySAP CRM, itelligence
AG has many years of experience in using the mySAP Cus-
tomer Relationship Management solution. This application
software enables the full-service provider to optimize custo-

mer relations - from customer acquisition through all sales

channels, and order processes through to customer service.
In this context, itelligence integrates CRM applications in
complex IT environments for companies. For example, itel-
ligence is presently installing the new mySAP CRM Mobile
Service at Axima Refrigeration GmbH, Lindau. With this
project, itelligence is again able to demonstrate its leading

role in the implementation of SAP-based CRM projects.

Focus on Company Portals

itelligence carried out customer projects with SAP during the
very early development stages of portal technology. The
company portal based on mySAP Enterprise Portal is a
common platform that can be used to show role-specific
information, applications and services in a standard for-
mat, aggregate and administer all forms of corporate data
and present unstructured information in a business-related
context. Each user is provided with personalized contents.
In this manner, the common platform promotes company-
wide collaboration and thereby knowledge pooling.
Common information bases are set up to accelerate and
simplify the decision-making process and work flows.
itelligence’s expertise in portal solutions is put to work at

Nordenia International AG and Nordzucker AG.

itelligence
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“Thanks to our many years of midmarket experience,

our industry solutions and industry expertise are tailored to the needs

of midsized companies. This was reflected in fiscal year 2002 by the

numerous contracts signed with new customers and the excellent results

of our customer survey. Our solutions make us a competent

and dependable partner.”

Ralf Klemisch, Director Business Unit SAP Germany

itelligence — A Strong Partner

Partner for International Projects

With the increasing globalization of the economy, compa-
nies must optimize the flexibility and efficiency of their glo-
bal corporate structures and processes in their operations.
itelligence, in its capacity as an international IT partner,
supports its customers in optimizing and expanding their
system landscapes. The worldwide presence spanning 44 lo-
cations across 19 countries and the close global partnership
with SAP AG underlines the international spirit of itelligence,
a full-service provider for SAP. itelligence offers its cus-
tomers one-to-one professional local support. As an SAP
Global Partner - Services, itelligence is promoting the gro-
wing international integration of projects, the formation of
supraregional itelligence teams and the intensified focus
on industries and special service lines. Knowledge sharing
between the subsidiaries is vital for the successful positio-
ning in the individual markets. This not only provides opti-
mal support for cross-border projects but also for customers
too. itelligence has demonstrated this in numerous pro-
jects. In this connection, itelligence won the automotive sup-
plier Behr America Inc., as an international customer. The
entire project is coordinated by itelligence AG in Germany
and executed by American itelligence consultants. As a full-
service provider, itelligence offers the midmarket customer
Pinnacle Systems GmbH the entire range of services - not

only in Germany, but also in the United States.

itelligence AG is today one of the leading SAP consulting
companies worldwide. itelligence generates some 46 per-
cent of total revenues abroad with the rest of Europe accoun-

ting for 28 percent of revenues and the Americas 18 percent.

itelligence has pressed ahead with its rapid expansion mea-
sures abroad over the last three years. Management's main
focus abroad is on improved profitability and the implemen-
tation of appropriate structural adjustments in the subsi-
diaries. The Management Board analyses the profitability
levels of all the subsidiaries on an ongoing basis.
Management swiftly responded to the weak fourth quarter
in 2002, in particular in Spain, Italy, Brazil and in the
United States. The organization and cost structures are
being adjusted and the efficiency of the sales processes rai-
sed. The Management Board expects these cost-cutting

measures to start bearing fruit in mid-2003.

itelligence, both internationally and nationally, is now po-
sitioned as a full-service provider for SAP for midmarket
and major customers with a team of around 1,450 employ-
ees. itelligence AG’ s entire international business is cente-
red on the close collaboration with SAP AG. At the same
time, the focus of the individual subsidiaries, both in terms
of industries and service lines, follows national demand.
itelligence’s entire range of services is also in demand on
an international level: from consulting and licensing

through to outsourcing and services.

itelligence 19
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“Not only in Germany do customers value our extensive industry

expertise and technical skills thanks to our close collaboration with SAP AG.

We offer innovative SAP service lines and technologies, putting us one step

ahead of the competition at all times. The proven approach of the itelligence

teams constantly focuses on increasing customer benefits.”

Dr. Birgit Bohnhorst, Director Business Unit SAP Germany

itelligence — A Strong Partner

itelligence in Germany, Austria and Switzerland

In historical, strategic and revenue terms, the German-spea-
king countries are itelligence’s core market. The Company
generates some 54 percent of total revenues in the German
market alone. With its headquarters in Frankfurt and ope-
rating centers in Bielefeld and Hamburg, itelligence is re-
presented by 762 employees (as of December 31, 2002) in
10 key business centers across Germany. This allows the
itelligence teams to offer customers optimal local support,
drawing from the entire range of services. Just some of the
contracts that itelligence won in Germany in 2002 include
SAP projects at Lowen Entertainment AG, Bingen, BOGE
Kompressoren GmbH & Co. KG, Bielefeld, A. Kayser Auto-
motive Systems GmbH, Einbeck and Alpine Electronics

GmbH, Stuttgart.

In 2001/2002 itelligence successfully restructured and orga-
nized the German business in a more efficient manner.
Following the successful example in Germany, the structu-
res of the foreign subsidiaries will be analyzed and ad-

justed to reflect market conditions as necessary.

itelligence Germany is responsible for coordinating natio-
nal and international operations. Knowledge sharing be-
tween the subsidiaries, development of industry solutions
and subject-specific SAP competence areas are coordinated

centrally in Germany.

itelligence

Switzerland’s performance in the past year was particularly
encouraging. The Swiss subsidiary excelled with revenues
of MEUR 12.5, exceeding the target. In the SAP business,
our 63 employees in Bern and Zurich focused on the three
industries: public services, real estate and discrete manufac-
turing. For its customers, the Swiss team combines the
standard implementation of SAP Real Estate with extended
software solutions such as facility management and help
desk integration. itelligence Switzerland has also developed
a real estate management information system, it.remis,
based on SAP BW in close collaboration with the SAP RE

user group.

In Austria, the Company has its headquarters in the capital,
Vienna. The business divisions have been continuously ex-
panded since the foundation of the subsidiary in 1994.
Also in Austria, itelligence is pursuing its global strategy of
establishing itself as a key player in defined industries with
its consulting expertise and SAP solutions. One of the major
wins in 2002 was the SAP project at the Austrian company

MABA Fertigteilindustrie GmbH, Wiener Neustadt.



e N R







“We see great market potential in the central and eastern European

countries and are already successful in the key markets of this region.”

Christian Motovsky, Regional Director Central and Eastern Europe

itelligence — A Strong Partner

Central and Eastern Europe

itelligence AG is represented in all major European markets.
We are especially well positioned as an SAP partner com-

pany in central and eastern European countries.

itelligence is represented in seven countries in central and
eastern Europe: Poland, Russia, Slovakia, Slovenia, the
Czech Republic, the Ukraine and Hungary. The seven subsi-
diaries account for 7 percent of total revenues for itelligen-
ce AG. With the enlargement of the European Union into
eastern Europe in 2004, itelligence will also play an active
role in the integration of the European markets. Cross-bor-
der projects will represent an important competitive advan-

tage in an enlarged single European market.

With its computer center in Poznan, itelligence is an SAP-
certified provider of outsourcing services with state-of-the-
art technology in Poland. Poland recorded 20 percent reve-
nue growth in 2002. The consulting and license business in
Poland performed very well, so did outsourcing. One of the
largest SAP partners in Poland, itelligence focuses on trade
and the construction industry. itelligence has successfully
implemented industry solutions tailored to the construc-
tion industry at companies such as Egbud and Elektromontaz.
In outsourcing, itelligence has acquired Budimex, Poland’s
largest construction company, as its customer. With 69 em-
ployees and offices in Lodz, Katowice, Poznan and Warsaw,

itelligence Poland is our largest subsidiary in eastern Europe.

The SAP business of our Hungarian subsidiary also devel-
oped very well in 2002. Our team of 29 won numerous new
customers in the SAP consulting business. itelligence has
successfully positioned itself in the local midmarket, put-
ting its industry expertise to work for customers such as
Unify Dohler, Body Fashion and Cora. As a result, revenues

in Hungary are up 41 percent on the prior year.

itelligence is represented in the Ukraine with an office in
Kiev. itelligence employees in the Ukraine can look back
on a successful year, having provided expert support for
cross-border projects at internationally oriented companies
in the CIS countries. The complete implementation of the

SAP system for Reemtsma was particularly successful.

Our team in Slovenia successfully positioned itself in the
midmarket. The it.engine industry solution was successfully
implemented at companies such as Akrapovic, a global
supplier of exhaust systems. The subsidiary is based in
Ljubljana. Despite political instability and the ensuing
uncertainty surrounding investment, our subsidiary in
Slovakia performed well. The outcome of the elections in
fall 2002 produced a stable and promising economic basis
in Slovakia. itelligence will build on this basis to succes-
sfully grow its business in Slovakia. We have 23 employees

working at our office in Bratislava.

itelligence
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“As an SAP Global Partner — Services, our international strategy is to

put together supraregional itelligence teams and to focus on industries and

special service lines. itelligence not only supports customers in cross-border

projects but also provides direct on-site customer support.”

Uwe Bohnhorst, Regional Director Southern and \Western Europe

itelligence — A Strong Partner

Our office in Prague, Czech Republic, further expanded the
SAP consulting business in 2002. The subsidiary focused
on mechanical engineering, trade and the automotive
industry. Big names acquired as customers in 2002 include
Thyssen Ferex Aluminium, the automotive manufacturer
SKODA Auto and Bohemia Sekt, a company of the Henkell

Sohnlein Group.

After its first successful projects in Russia, itelligence ope-
ned an office in Moscow in the third quarter of 2002. itelli-
gence has been able to establish itself in Russia with two
major projects. From Moscow, the itelligence consultants
are providing support for a project at Dyckerhoff AG near
Jekaterinburg. itelligence has already completed a signifi-
cant reference project for Reemtsma in SAP consulting for

the Russian market.

Southern and Western Europe

itelligence is represented in seven key economic regions in

southern and western Europe.

In France, Belgium and the Netherlands, itelligence has
offices in Paris, Brussels and Eindhoven. Employees num-
ber 46 in these three countries. In 2002, itelligence won
customers in particular from the high-tech and metallurgi-
cal industries, such as Ingenico, Puteaux and Umicore S.A.,
Brussels, thanks to its extensive range of skills as a full-ser-

vice provider for SAP.

itelligence

In its projects, itelligence’s British team is focusing on key
issues such as improving customer service and processes in
trading companies. In 2002 itelligence advised customers
such as Dorma Door Controls Ltd., Hitchin, Hertfordshire
and SRB Holdings Ltd., Bilston, West Midlands in the fields
of sales and distribution, and customer service. Our British
subsidiary manages customer projects from London with
31 employees. After a subdued end to 2002, this subsidiary
failed to meet expectations. itelligence’s management res-
ponded immediately, restructuring sales and marketing and

taking appropriate cost-cutting measures.

itelligence is represented in Norway by a team in Oslo.
These employees work on Norwegian projects as well as

large-scale projects for international itelligence customers.

We have been carrying out cost-cutting measures and
making structural adjustments to market conditions in
Spain and Italy since mid-2002. In both countries the Ma-
nagement Board brought cost structures and headcount
into line with the market situation. Sales and marketing
was reorganized, sales activities stepped up and coopera-
tion with the SAP’s Spanish and Italian subsidiaries was im-
proved significantly. The aim is more efficient organization
and substantially improved profitability for both local com-
panies. The measures were successfully completed in Spain

at the end of 2002, further action will follow in Italy in 2003.
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In we have 142 employees working in Madrid, Barce-
lona, Bilbao and Saragossa for Spanish and international
customers. In 2002, the Spanish itelligence team excelled,
especially in the chemicals/pharmaceuticals and automotive
industries, with customers such as Bayer Hispania, Barcelona
and Robert Bosch Espafia, Madrid. Collaboration with SAP
AG in Spain is particularly successful: itelligence is one of
the four preferred partners of SAP Spain. Positioned as it is
now, Spain expects significant improvements in revenues
and earnings in 2003.

In addition to Milan and Rome, the subsidiary has
two other branches in Padua and Bologna so that it can
cater better to the mainstays of industry in these regions.
The number of employees was cut from 61 at the begin-
ning of the year to 49 at year-end. In customer projects,
itelligence focused in 2002 on the metallurgical and furni-
ture industries with solutions for the special logistical
demands of these industries. Further far-reaching measures

to improve profitability in 2003 have been approved.

Americas

In the Americas, itelligence is represented on the US market
and the Brazilian IT market as a full-service provider for SAP.
The office in Sao Paulo, , has 57 employees and was

set up in 1999. The Brazilian team specialized in automoti-

ve and high-tech projects in 2002.

itelligence’s key market in the Americas is the

The activities of the itelligence subsidiary in the United
States are coordinated from the head office in Cincinnati,
Ohio. itelligence is represented on the US market as a full-
service provider for SAP with 135 employees in Chicago,

Atlanta, Dallas, Minneapolis, Cleveland and New York.

itelligence — A Strong Partner

itelligence

In the United States, itelligence has positioned itself with
the leading edge expertise of the itelligence industry soluti-
ons and the high degree of technological expertise in SAP.
In the United States, itelligence focuses on the automotive,
consumer products, chemicals/pharmaceuticals and engi-
neering/construction industries. itelligence’s participation
at SAPPHIRE ‘02 in June in Orlando was an enormous suc-
cess. The focus was on the newest itelligence industry solu-

tion for automotive suppliers, it.automotive supplier.

Outsourcing & Services is becoming increasingly important
in the United States. The US company has been highly suc-
cessful with education and training and its call-and-smile-
center to date. In the fourth quarter of 2002, itelligence won
a major outsourcing contract in the United States for the
automotive supplier ZF Batavia L.L.C., Batavia/Ohio. itelli-
gence is known as a reliable international outsourcing part-
ner in the midmarket providing top quality, innovative and

flexible full-service solutions.

Despite sophisticated consulting and other services, the
market for the US business is difficult at present. Earnings
from business in the United States have stabilized after a
round of cost cutting. The US subsidiary achieved EBIT of
MEUR -0.4 in 2002 compared with EBIT of MEUR -2.8 in
2001 (includes goodwill amortization: MEUR 1.8). The
Management Board responded to the loss at year-end with
further cost-cutting measures. Alongside a substantial im-
provement in profitability and orders, itelligence is also
aiming to revive the license business by stepping up joint

sales activities with SAP AG.
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The Year 2002 - Summary of Major Points

itelligence improves operating result: EBITDA: MEUR 1.4
(2001: MEUR -0.05) and EBIT: MEUR -3.5
(2001: MEUR -7.9)
Revenues at MEUR 168.5 (2001: MEUR 182.9)
Fourth quarter dampens overall result for 2002
Revenue and earnings targets originally forecast for 2002
not reached
Positive cash flow of MEUR 5.2 from operating activities
(2001: MEUR -3.6)
One-off impairment loss on financial assets: MEUR 3.6,
effect of the change in accounting provisions as of
January 1, 2002: MEUR 0.9, impairment test loss:
MEUR 0.6, adjustment of deferred taxes: MEUR 7.4
Net loss according to US GAAP: MEUR -16.1 in 2002
(2001: MEUR -5.7).

Development of the Industry and the Economy as a
Whole

As a leading international full-service provider for SAPD, itel-
ligence offers an entire range of services from consulting
and licensing through to outsourcing and services. itelli-
gence’s core business, SAP, is organized according to indus-
tries and service lines. itelligence’s industry experience and
strong midmarket focus are testimony to the close partner-
ship and cooperation with SAP. SAP experts at itelligence
are renowned on both the national and international mar-
kets for their high-level of technical expertise with regard
to mySAP Business Suite solutions. As a globally operating
company with subsidiaries in the United States, Brazil and
central and western Europe, itelligence’s performance is lin-

ked to global economic trends.

Group Management Report
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We entered 2002 expecting an economic upturn to set in
the medium-term. Economic institutes and specialists assu-
med that the American economy would recover and with it
the economies in the other industrialized countries.
However, it became clear in the course of the year that these
assumptions were not going to come to pass. The upturn
expected for 2002 failed to materialize due to the persistent-
ly weak economy. As a result, businesses were very reluc-
tant to make investments. The effects of the worsening eco-
nomic development were also felt in the field of SAP and

led to projects being postponed and budgets being cut.

Customers’ key aims are to optimize and expand internal
system landscapes in efficient projects in order to generate
a rapid return on investment (ROI) and make them more
competitive.

Experts predict that economic growth will be even more
sluggish in 2003 and that competition will stiffen. Gartner
Group expects the consolidation of the European IT indus-
try to continue and also expects IT spending to increase by
5.4 percent. The investment bank Goldman Sachs anticipa-

tes a 2 to 3 percent increase in global IT spending in 2003.

Course of Business and the Group’s Situation

Revenues and Revenue Structure

Revenues totaled MEUR 168.5 in 2002 (2001: MEUR 182.9).
Revenues developed almost on target in the first three
quarters of the year. Following revenues in the first quarter
of MEUR 43.6, itelligence generated MEUR 43.0 in the
second and MEUR 41.6 in the third quarter. At MEUR 40.3,
revenues in the traditionally strong fourth quarter were sig-

nificantly down on the prior year's figure of MEUR 53.6.



Due to the unexpectedly weak fourth quarter of 2002 itelli-
gence did not reach the revenue and earnings targets ori-
ginally forecast for 2002. The fall is the result of the unex-
pectedly low utilization of consulting capacity in almost all
subsidiaries in December. Furthermore, the number of
license contracts concluded was not as high as expected.
Targets were not met in the Consulting and Licensing divi-
sions in the fourth quarter, in particular in western and
southern Europe and in the Americas. The development in
Germany in the first three quarters was above target but
was not able to be continued in the fourth quarter. As with
almost all the central European countries, Germany met its
targets for the year as a whole. Other reasons for the reduc-
tion in revenues are the losses in customized IT consulting
and currency effects caused by the fall of the Polish zloty,

the US dollar and the Brazilian real.

MEUR 90.2 of total revenues was generated in Germany,
MEUR 78.3 abroad. This puts foreign revenues at 46 per-

cent of total revenues (2001: 48 percent). The top sales per-

Sales
2002
18%
28%
. Germany Rest of Europe

former abroad is the United States with 17 percent of total
revenues (2001: 21 percent). Due to the cost-cutting measu-
res and market adjustments introduced in the rest of Eu-
rope in 2002, revenues were down on the prior year, drop-

ping from MEUR 48.5 to MEUR 47 4.

The Outsourcing & Services division which is secured by
long-term contracts surpassed all expectations recording
revenues of MEUR 27.5 and year-on-year growth of 23 per-
cent. In comparison with the prior year (MEUR 22.4), reve-
nues in this business division are now up from 12 percent
of total revenues in 2001 to 16 percent. The positive deve-
lopment in outsourcing and services is reflected in our suc-
cessful international expansion, the increasing capacity uti-
lization of all the computer centers and the steady increase
in services. The Outsourcing division in the United States
notably won a large contract. itelligence is known as a reli-
able outsourcing partner for the midmarket due to its full

range of high-quality, innovative and flexible services.

2001

21%

27%

Americas

itelligence
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The consulting business accounts for 72 percent of total
revenues and continues to be our traditionally strongest
division. In 2002 revenues in this division, however, were
well below target at MEUR 121.4 (2001: MEUR 141.3). The
decrease in revenues is largely due to restructuring and
market adjustments in Italy, Spain, Austria and the United
States. The SAP consulting business which is experiencing
continued growth, in particular in Germany, Switzerland,
Belgium and central Europe, was unable to fully compensa-
te for the drop in revenues in the United States and west-
ern and southern Europe. Revenues from customized IT
consulting are also down year-on-year due to a general

reluctance to make IT investments.
The licensing business was stable but was well below target,

especially abroad. Following license revenues in the first

quarter of MEUR 3.7 (first quarter of 2001: MEUR 2.2),

2002

2%

10%

Consulting [l
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MEUR 3.9 in the second (second quarter of 2001: MEUR
4.3) and MEUR 4.5 in the third quarter (third quarter of
2001: MEUR 2.7), the hoped-for increase in the fourth
quarter failed to materialize with revenues reaching MEUR
4.9 (fourth quarter of 2001: MEUR 7.8). Overall, license
revenues totaled MEUR 17.0 in 2002 (2001: MEUR 17.0).

Overview of Results

itelligence did not meet the targets announced for 2002 of
a return to profitability and an EBITDA margin of some
5 percent. We achieved a positive EBITDA of MEUR 1.4 in
2002 (2001: MEUR -0.05) and EBIT improved from MEUR
-7.9 in the prior-year to MEUR -3.5 in 2002. The two main
reasons for the targets not being met were the low global

consulting revenues in December and the below-target for-

Sales Structure

2001

1%

9%

Other Il

Licensing Outsourcing & Services



eign license business in the fourth quarter. The restructu-
ring abroad, in particular in Italy, Spain and the United
States, initiated at the beginning of 2002 did not generate a
balanced result for 2002.

In the third quarter of 2002, itelligence performed an im-
pairment test on goodwill in accordance with the provi-
sions of the Financial Accounting Standards Board. The
effect of MEUR 0.9 resulting from the transition from the
old to the new provisions was disclosed in a separate line
immediately preceding the net loss for the year. In additi-
on, the annual impairment testing of goodwill led to a
write-down requirement of MEUR 0.6. This was disclosed
under the operating result. The total goodwill amortization
amounted to MEUR 1.5 in 2002 as against scheduled

amortization of MEUR 3.3 in the prior year.

The impairment loss of MEUR 3.6 on financial assets is a
special charge. In the past, the decreases in the listed prices
were reported as a component of other comprehensive in-
come. We now consider these impairments to be perma-
nent, however, and have therefore recognized the cumulati-
ve effect as an impairment loss on financial assets in the
third quarter of 2002, affecting earnings. Adjustments of
MEUR 7.4 (prior year: MEUR 3.0) on deferred tax assets in
losses carried forward were necessary due to the continued
loss situation of the group companies. Income taxes increa-
sed from MEUR -3.3 in 2001 (tax income) to MEUR 6.1 in
2002 (tax expense). Net loss according to US GAAP is
MEUR -16.1 in the period under review (2001: MEUR -5.7).

Marketing and selling expenses fell from MEUR 18.6 in
2001 to MEUR 15.3 in 2002. At MEUR 1.1, research and

development expenses also dropped well below the prior

year’s level of MEUR 5.1. General and administrative ex-
penses decreased from MEUR 29.6 in 2001 to MEUR 29.1
in 2002. The strict cost management had a positive effect in
Germany. Cost-cutting measures were carried out in some
foreign subsidiaries and are showing effects, however the
measures have not yet been completed. The strict cost-cut-

ting program will therefore be pursued further in 2003.

itelligence at a Glance:

January 1 to December 31, 2002 and 2001

2002 2001

MEUR MEUR
Sales 168.5 182.9
of which:
Consulting 121.4 141.3
Licenses 17.0 17.0
Outsourcing & Services 27.5 22.4
Other 2.6 2.1
of which:
Germany 90.2 95.3
Rest of Europe 47.4 48.5
Americas 30.9 39.1
EBIT -3.5 -7.9
EBIT margin -2.1% -4.3%
EBITDA 1.4 -0.05
US GAAP result -16.1 -5.7
Loss per share -0.96 -0.34
Employees as of Dec. 31 1,465 1,486
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Balance Sheet Structure, Investments and Liquidity

Following the decrease of MEUR 12.2 in the balance sheet
total in the prior year, itelligence discloses another decrease
of MEUR 21.8 in the balance sheet total in the financial
statements as of December 31, 2002, from MEUR 98.5 to
MEUR 76.7. The liabilities side reduced primarily due to
the decrease in equity as a result of losses, the redemption
of long-term liabilities and the reduction in liabilities to
suppliers and banks. Although the payments on account
item fell by MEUR 1.8 against the prior year, as of year-
end, itelligence was drawing on a significantly lower credit

line than in the prior year.

The development of business in Poland was particularly
pleasing. Thanks to the positive business development in
Poland, the loan to finance the computer center in Poland
was largely replaced by a mortgage with lower interest charges.
On the assets side, the reduction in the balance sheet total
mainly relates to the reduction in trade accounts receivable.
Having started the year at MEUR 42.7, trade accounts recei-
vable fell from MEUR 39.2 in the first quarter to MEUR 39.1
in the second, MEUR 38.5 in the third and MEUR 35.2 in
the fourth quarter of 2002. As in the prior year, the reduc-
tion in this item is largely due to the continued improve-
ment of accounts receivable management. The unexpected-
ly low revenues in the fourth quarter are also another rea-
son. The long-term deferred tax assets fell from MEUR 5.2
in 2001 to MEUR 0.3 in 2002. This decrease is attributable
to the adjustment of deferred tax assets in losses carried

forward.
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Despite the redemption of long-term liabilities of MEUR 2.8
in 2002, itelligence reports an almost balanced cash flow of
MEUR -0.3 (2001: MEUR-0.3). The cash flow from operating
activities improved from MEUR -3.6 in 2001 to MEUR 5.2
in 2002.

Capital expenditure in 2002 amounted to MEUR 4.7
(2001: MEUR 8.5). Investments were made in the usual re-
placements and in the Outsourcing & Services division in
2002. The largest investment amounting to MEUR 0.8 was

for an outsourcing contract in the United States.

Financing

The credit facilities provided by banks in 2002 were suffi-
cient at all times. We were able to dramatically reduce their
utilization over the course of the year. Covenants were
agreed in the loan agreements with regard to equity and
working capital. Due to the negative development of busin-
ess, the equity quotas agreed with the banks were breached.
The banks consistently tolerated the quota being below the
agreed level.

itelligence in Germany has had credit lines of MEUR 7.6
made available to it for 2003 by its banks. The Management
Board assumes that the credit line in the United States which
is due to expire in mid-2003 will be extended. This assump-
tion is not included in the budget however. According to

the budget, sufficiently large credit lines have been set up.



Research and Development

In fiscal year 2002 itelligence invested MEUR 1.1 in re-
search and development (2001: MEUR 5.1). In line with
the restructuring program at the end of 2001, the Company
as a whole became more customer and market-oriented.
Due to the fact that employees in research and develop-
ment were reincorporated into operating activities, expen-
ses fell considerably. As an SAP partner, itelligence concen-
trates on industry and cross-industry products and service
lines. itelligence’s R&D activities focus on close cooperati-
on with customers. Promising technologies and services
such as the refinement of industry solutions can only be
performed in close cooperation with customers and in the

form of projects based at the customer’s company.

Special Aspects of Business Development

Germany

The structural changes implemented in Germany in 2002
had the desired effect. As a reliable SAP partner, itelligence
is successfully involved in the SAP Partner Program and has
so far been able to develop most industry solutions and
have them certified by SAP. Two industry solutions were
certified in time for Systems 2002: it.automotive supplier
for the automotive supplier industry and it.chemicals for
the chemicals industry. At SAP’s partner information day in
December, the mySAP All-in-One industry solution, it.wood
(wood and furniture industry), was given the official status

of an industry solution.

Despite difficult market conditions, the Outsourcing &
Services division was able to increase its share of revenues.
itelligence is continuing to back this growth market and
aims to achieve 30 percent of total revenues in this division
in the long-term. The computer centers generally working
at capacity in 2002, the long terms of the service agreements,
the high number of new and existing customers and the
low-level of dependence on individual customers all em-
phasize itelligence’s good positioning as a full-service pro-

vider.

Customized IT is a logical and necessary addition to itelli-
gence’s core business. This division is organized into inde-
pendent operating units each with their own regional and
technical focus. The collaboration in SAP projects has been
tried and tested with interfaces and solutions being drawn
up independently, and during process consulting in nume-
rous SAP projects. The Customized IT division was not
hived off as announced and there are no plans to hive it off
at present. As a result there was a further reduction in per-

sonnel in 2002.

The investment structure was streamlined further in 2002.
Following the merger with SAPRYMA S.L., itelligence in
Spain only operates under the name of Servicios
Informaticos itelligence S.A. In Germany, itelligence sold
its shares in Procoma GmbH, Frankfurt, in April 2002. IT-
GO! GmbH was merged into itelligence Outsourcing &
Services GmbH with the result that the former APCON
Network Solutions GmbH is now able to operate under the
name of it-go GmbH. APCON Media Company GmbH was

liquidated. A new company, itelligence Financial Solutions

itelligence
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GmbH in Frankfurt am Main, in which itelligence holds a
52 percent share, was formed. With the exception of
Honico Systems GmbH, where the end-of-year business
did not materialize, all of the subsidiaries ended 2002 with

a positive result.
Rest of Europe and the Americas

At the beginning of January 2003, itelligence became a new
SAP Global Partner - Services, another international success.
To date only a select number of international companies
have attained an SAP Global Services Partnership which en-
tails a joint business plan with SAP and coordinated sales

and marketing activities.

Abroad, itelligence is promoting the growing international
integration of projects, the formation of supraregional itel-
ligence teams and the intensified focus on industries and
special service lines. This enables optimal support for both
international projects as well as the customers in each
country. The stability of the foreign subsidiaries was given
priority in 2002 and will again be given priority ahead of
growth in 2003. Through the SAP Global Services Partner-
ship, itelligence will in future cooperate more closely with

local SAP companies abroad.

Since May 2002, regular executive meetings have been held
with the Management Board and selected members of
management at itelligence. The aim of these meetings is to
coordinate country activities, implement strategies more
rapidly and closely coordinate the working of the interna-

tional market with SAP.
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On the whole, we are not satisfied with foreign revenues
and earnings. Targets were not met in the Consulting and
Licensing divisions, in particular in western and southern

Europe and the Americas in the fourth quarter of 2002.

itelligence generates 46 percent of its revenues abroad,
chiefly in the SAP field. Accounting for 17 percent of sales,
the United States is itelligence’s most important foreign
market. itelligence responded to the negative trends that
became apparent in the United States at the beginning of
the year with restructuring and strict cost cutting. However,
the absence of anticipated license revenues in the fourth
quarter produced an EBIT loss of MEUR -0.4 in the United
States for the year as a whole. A change in management
was implemented in the United States in October 2002.
The order situation in the United States has stabilized con-
siderably in the first quarter of 2003. We are expecting a
turnaround in 2003 on the basis of specific demand for
qualified consulting services and industry solutions and

our joint activities with SAP.

The rapid establishment of the Brazilian subsidiary did not
occur without start-up losses. The economic development
in Brazil remains critical in spite of the political changeover
in October 2002. itelligence anticipates further marginal

losses in the coming months.

After a weak performance by our Spanish and Italian subsi-
diaries at the beginning of 2002, we took extensive steps to
improve profitability in the second and third quarters.
With a considerably improved cost structure and the new
focus of sales, Spain generated an EBIT of MEUR -0.9. Strict

cost management will be continued in 2003.



There is no indication of an improvement in business deve-
lopment at the Italian subsidiary which reported severe los-
ses in the fourth quarter. The Italian subsidiary closed with
an EBIT loss of MEUR -2.4 in 2002. A change in manage-
ment and other extensive personnel and cost-cutting mea-
sures are planned for the first quarter in 2003. itelligence
carried out other extensive restructuring and cost-cutting
measures in Austria, the United Kingdom and the Nether-

lands in 2002.

Overall, the results of the older subsidiaries, especially
those in Switzerland and eastern Europe, are positive. itelli-
gence is represented in seven countries in central and
eastern Europe. The central and eastern European subsi-
diaries contribute 7 percent to total revenues and have
EBIT margins of around 9 percent. itelligence considers
Poland and Russia to be two major growth markets.
Following its first successful projects in Russia, itelligence
opened an office in Moscow in the third quarter. With our
computer center in Poland, itelligence is an SAP-certified
provider of outsourcing services with state-of-the-art tech-
nology. itelligence is the only company to offer all-round
services in Poland on the basis of mySAP Business Suite.
We are expanding our outsourcing competence further in
Poland. In addition, new customers have been won in the
consulting business in Poland. The development and im-
plementation of a mySAP Business Suite-based industry
solution for the construction industry for two important
itelligence customers deserves particular mention.
Midmarket business, in Poland, Hungary and Slovenia in
particular, was expanded further with our own industry

solutions.

Special Aspects of the Financial Statements

of itelligence AG

The net loss in the past fiscal year came to MEUR -7.9
This loss is largely attributable to the expenses from loss
absorption, further write-downs on loans extended to sub-
sidiaries and goodwill amortization. For further informati-
on on the course of business, we refer to the section “Special

Aspects of Business Development in Germany”.

The expenses of MEUR 2.2 from loss absorption principally
relate to the subsidiary in Italy. In addition to the loss ab-
sorption, the carrying amount of this investment was also
written off in full in view of the prevailing weak economic
situation. Overall, amortization of financial assets of

MEUR 0.8 was necessary due to permanent impairments.

In addition to Italy, this expense also related to APCON
Media GmbH, which is currently undergoing liquidation,
Asecon GmbH, which has discontinued operations, and the
sale of 80% of the shares in SAPRYMA S.L., Spain. The sha-
res were sold to our Spanish subsidiary so as to enable the
two companies to merge. The Spanish company now operates

under the name of Servicios Informaticos itelligence S.A.

Loans to subsidiaries were written down by MEUR 3.0. A
substantial amount of this write-down relates to our Italian
subsidiary. This write-down, however, also relates to loans
extended to subsidiaries in Norway, the United Kingdom

and Spain.

itelligence
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itelligence Employees

As of December 31, 2002, the Group employed 1,465 per-
sons, of which 762 were employed in Germany and 703 ab-
road. This represents a slight decrease on the prior year
(1,486 employees as of December 31, 2001). The average
headcount fell from 1,541 in fiscal year 2001 to 1,460 in
fiscal year 2002.

itelligence Personnel Development

As of December 31, 2002 2001
Germany 762 819
Switzerland 63 59
Austria 16 29
Norway 4 5
France 17 10
United Kingdom 31 25
Spain/Portugal 142 132
[taly 49 61
Belgium 22 16
Netherlands 7 3
United States 135 130
Brazil 57 27
Slovakia 23 26
Hungary 29 30
Ukraine 11 12
Slovenia 13 13
Czech Republic 14 13
Poland 69 76
Russia 1 0
Total 1,465 1,486
Average 1,460 1,541
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The Supervisory Board of itelligence will be made up of
four members elected by the shareholders’ meeting and two
members elected by the employees. In October 2002, a
committee was established to prepare and initiate the com-
plex employee representative election process. The em-

ployee representatives will be elected in March 2003.

In 2002, the focus in human resources management was
placed on the acquisition of experienced experts and field
specialists for itelligence. Instead of extensive growth, the
Company invested in the selective acquisition of highly ex-
perienced specialists in the field of consulting, development
and project management and the enhancement and focus
of existing profiles early in 2002. itelligence remains in
close contact with colleges and attends numerous college
events throughout Germany in order to recruit dedicated
graduates and trainees for the Company. The Management
Board considers this to be a clear investment in the future

of itelligence AG.

In line with the HR concept, the management development
program was systematically expanded during the period
under review. The “Learning Networks” events were a major
new feature of this program. They promote the concept of
learning organizations. Experiences, ideas, outstanding
events and best practices in both management and custo-
mer relations are shared, discussed and passed on in group
sessions. Key performers within the Company were provi-

ded with intensive internal and external training.

Our focus on the core business of SAP consulting means

that the Company must be flexible in assigning the right



employees to the right places. Thanks to the newly set up
skills database, we can now assign employees with the spe-
cific expertise required for complex projects with even grea-
ter efficiency and speed. The skills database and the recent-
ly introduced SAP-assisted vacation workflow are the first
applications in the HR division which model the employee
self-service application developed by SAP. These applicati-

ons will significantly improve administrative processes.
Although itelligence employees were the subject of structu-
ral changes and increased workloads in 2002, their commit-
ment was notably outstanding.

Change in Management

Norbert Frank, who was responsible for Outsourcing &

Services on the Management Board, departed from itelli-

gence AG on September 30, 2002 at his own request to
establish his own customized IT business. Norbert Frank
had been a member of the Management Board of APCON
AG since June 1999 and, subsequent to the merger, became
a member of the Management Board at itelligence AG.

The CFO, Prof. Dr. Hermann Hueber, was entrusted with
Customized IT and Investments in June 2002. Upon
Norbert Frank’s departure from the Company, the CEO,
Herbert Vogel, assumed responsibility for Outsourcing &
Services. Herbert Vogel has assumed this responsibility in
addition to his current responsibilities for the German,
Austrian and Swiss operating businesses. Burkhard Berner,
in his capacity as a member of the Management Board, will
continue to be responsible for business in the Americas

and the rest of Europe.

Employees as of December 31, 2002 and 2001

2002

224

Administration

[ | Consulting

2001

. Sales and marketing

204

[ | Outsourcing & Services
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Significant Risks to Future Development
Financing and Liquidity

At present, the greatest challenge facing the future develop-
ment of itelligence is the improvement of its poor equity
standing in order to ensure that it also has sufficient exter-

nal funds for special situations.

In line with the budgetary planning, itelligence in Germany
was granted credit lines of MEUR 7.6 (prior year: MEUR
12.8) from its banks for 2003. The short-term credit lines
extended by the banks have thus decreased considerably

against the prior year.

In addition, the agreements with the syndicate banks con-
tain explicit conditions and failure to comply with these
conditions will entitle the banks to immediately cancel the
credit lines. These conditions include meeting the budget

for 2003.

Furthermore, as part of the conditions, itelligence has also
undertaken to improve its equity base and effectively
implement immediate measures to increase liquidity (e.g.

factoring).

The Group’s liquidity is thus dependent on its ability to
comply with the conditions set forth by the banks in the
loan agreements. The Management Board will comply with
the conditions which it is able to meet. However, a further
deterioration of the economic situation due to external fac-
tors, such as a war in Iraq, cannot be ruled out. If one of
the conditions is not met due to reasons beyond the con-
trol of the Management Board and the banks subsequently
cancel the credit lines, the Company’s ability to continue as

a going concern would no longer be ensured.

Group Management Report

itelligence

SAP Partnership

Collaboration with SAP has been intensified in connection
with the restructuring. However, our close ties to SAP and,
consequently, our dependency on SAP’s strategy and pro-
duct positioning may have an adverse impact on itelligen-
ce’s revenues and earnings. According to SAP’s current sales
concept, SAP is not directly involved in selling its products
to the midmarket in most countries, having them sold by
independent system houses instead. If, however, SAP’s pro-
ducts were to lose ground in the market or SAP was to alter
its midmarket strategy, itelligence’s earnings could be affec-
ted.

Competition

The investments abroad have been borne on the assump-
tion that SAP will remain or become one of the leading ERP
systems in these countries. New providers and new techno-
logies could call this into question. Microsoft is striving to
acquire market shares in the midmarket through the acqui-
sition of Navision and Great Plains. The factors described

will be a major challenge to itelligence in the near future.

itelligence is currently up against providers that win con-

tracts by dumping prices as the market is currently glutted
with consultants. This, however, also provides us with the
opportunity to employ good consultants at favorable con-

ditions.

Cyclicality

The risk involved in our strong focus on SAP is cushioned
by the fact that the SAP consulting business, as in prior
years, is not as sensitive to cyclical changes as the general IT

consulting business.



Economic and Political Environment

itelligence is not directly represented in any countries
which would be directly affected by a war in Iraq. However,
in the event of a war, we expect economic effects to arise
which may have an adverse impact on itelligence’s business

in Germany and abroad.

Outlook and Orders

itelligence AG does not expect to see a lasting improvement
in the global economic situation until the second half of
2003. It anticipates that the first six months of 2003 will
continue to be characterized by a phase of consolidation
and alignment. itelligence plans to place greater emphasis

on profitability than on revenue growth in 2003.

On the whole, revenues in the consulting business in 2002
fell short of expectations; however, compared to the slump
in December, the business stabilized again in January. The
Management Board predicts revenues for the volatile Licens-
ing division to match the level attained in 2002. For the
Outsourcing & Services division, the Management Board
has forecast stable revenue and earnings growth for 2003.
With a positive EBIT, the result achieved for January 2003
meets our expectations. itelligence expects to achieve a
much better result in the second half of 2003. An ensuing
positive cash flow will allow itelligence to further reduce its
use of the credit lines arranged with its banks. What is more,
the fact that the major initial investments for the Outsourc-
ing division have been concluded, and the replacement in-
vestments and the investments for the expansion of the out-
sourcing business should remain below the level of 2002,

is also expected to have a positive effect on liquidity.

The Management Board will closely monitor the effective-
ness of the cost-cutting measures implemented abroad in
2002. Additional measures will be taken immediately at all
foreign companies that fail to meet the planned targets. Close
attention will be paid in particular to the performance achiev-

ed in the United States, Brazil, Italy, Spain and the UK.

The accomplishment of itelligence’s objectives and the furt-
her improvement in profitability is dependent on the con-
solidation and extension of our technology leadership in
SAP, the increase of the market share in our core industries
and the exploitation of supraregional synergies and the
knowledge sharing between the subsidiaries. The general

economic climate will have a strong impact.

The international presence and global partnership with SAP
will enable itelligence to maintain its market position and
win back market shares from competitors. The personnel

and cost-cutting measures taken are expected to substanti-

ally improve our financial position in 2003 and restore trust.

itelligence AG

Frankfurt am Main, March 11, 2003

The Management Board

itelligence
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Consolidated Balance Sheet as of December 31, 2002 and 2001 (US-GAAP)

Assets

Current assets

Cash and cash equivalents °© 6,737 7,056
Short term investments 250 0
Trade accounts receivable, net ’ 35,238 42,659
Inventories © 1,956 2,440
Prepaid expenses 776 668
Other current assets ’ 2,083 4,690
Deferred taxes ' 316 0
Total current assets 47,356 57,513

Non-current assets

Deferred taxes ' 293 5,154
Computer software ° 576 501
Goodwill © 15,4865 17,644
Property, plant and equipment, net " 10,171 12,041
Financial assets ' 635 479
Restricted Cash " 2,205 5,113
Total non-current assets 29,345 40,932
Total assets 76,701 98,445

The accompanying notes are an integral part of these consolidated financial statements.



Liability and Shareholders' Equity

Current liabilities

Current liabilities due to banks 2
Short-term portion of long term debt '
Trade accounts payable

Liabilities due to associated companies '®
Advance payments received

Other accruals '

Other current liabilities '®

Deferred taxes '

Tax accruals

Deferred income

Total current liabilities

Non-current liabilities
Pension reserves '®

Bonds 7

Other non-current liabilities '@
Deferred taxes

Total non-current liabilities

Total liabilities

Contingent liabilities 22

Minority interests

Shareholders’ equity

Common stock

(16,771,202 issued and outstanding shares) '°
Capital reserves

Accumulated deficit

Accumulated other comprehensive loss '°

Total shareholders’' equity

Total liabilities and shareholders' equity

The accompanying notes are an integral part of these consolidated financial statements.

8,988
3,214
9,496
31
3,180
9,229
10,410
1,164
325
1,826
47,863

180
557
7.678
0
8,415

56,278

710

16,771
19,768
-16,283
-533
19,713

76,701

11,728
2,458
12,164
63
4,944
8,902
9,646
212
1,613
867
52,598

224
760
11,048

12,032

64,630

488

16,771
19,768
-158
-3.054
33,327

98,445



Consolidated Statement of Income for the Period January 1 to December 31, 2002 and 2001 (USGAAP)

(all figures in KEUR except for the number of shares and earnings per share)

Sales 2* 168,542 182,878
Cost of sales -127,052 -135,311
Gross profit 41,490 47,567

Operating expenses

Marketing and selling expenses -15,276 -18,642
General and administrative expenses -29,157 -29,643
Research and development expenses -1,059 -5,080
Amortization of goodwill and intangible assets ° -558 -3,318
Other operating income/expenses, net * 1,038 1,204
Total operating expenses -45,012 -55,479
Operating loss -3,522 -7,912

Other income/expenses

Income from investments 34 172
Exchange differences -377 0
Impairment of long-term investments -3,608 0
Interest income/expenses, net -1,507 -1,037
Other income/expenses -5,458 -865

Loss before income taxes, minority interests

and cumulative effect of change in accounting principle -8,980 -8,777
Income taxes #' -6,075 3,326
Net loss before minority interests

and cumulative effect of change in accounting principle -15,055 -5,451
Minority interests -176 -202
Net loss before effect of change in accounting principle -15,231 -5,653
Effect from change in accounting principle, net of tax ° -904 0
Net loss -16,135 -5,653

Loss per share in EUR - basic and diluted

before the cumulative effect of change in accounting principle -0,91 0,34
Cumulative effect of change in accounting principle per share -0,05 0,00
Loss per share in EUR - basic and diluted # -0,96 -0,34

Number of shares used to calculate

the basic and diluted loss per share: 16,771,202 16,513,148

The accompanying notes are an integral part of these consolidated financial statements.



Consolidated Staterment of Cash How for the Peniod January 11 to December 371, 2002 and 2001 (USGAAP)

Cash flow from operating activities

Net loss -16,135 -5,653

Adjustments to net loss

Minority interests 176 202
Depreciation and amortization 4,317 7,862
Depreciation and amortization - impairment test 1,462 0
Impairment of long-term investment 3,608 0
Gains/losses from the disposal of non-current assets -116 212
Decrease/increase in deferred taxes 5,497 3,416
Decrease/increase in pension reserves 44 66
Decrease/increase in inventories 484 212
Decrease/increase in trade accounts receivable 7.421 9,598
Decrease/increase in other assets (current) 2,249 3,262

Decrease/increase in trade accounts payable

and advance payments received -4,465 -11,280
Decrease/increase in other current liabilities and accruals 762 -4,568
Cash flow from operating activities 5,216 -3,635
Cash flow from investing activities

Investments in intangible assets and property, plant and equipment -3,843 7,072
Cash received from the disposal of intangible assets

and property, plant and equipment 862 233
Investments in financial assets 7 o)
Effects from acquisitions, investments and loans -872 -1,404
Cash flow from investing activities -3,846 -8,245
Cash flow from financing activities

Liabilities to banks (current) -2,740 7.484
Long-term deposits 2,908 0
Cash received from the increase in capital reserves 0 260
Change in minority interests (excluding profit shares) 46 0
Issuance of convertible and warrant-linked bonds -203 0
Bank liabilities repaid/raised 2,422 -2,540
Loans raised 267 6,368
Loans repaid -460 0
Cash flow from financing activities -2,604 11,572
Foreign exchange rate differences 915 0
Net change in cash and cash equivalents -319 -308
Cash and cash equivalents at the beginning of the fiscal year 7,056 7,364
Cash and cash equivalents at the end of the fiscal year 6,737 7,056

Composition of cash and cash equivalents at the end of the fiscal year

Banks balances and cash on hand 6,737 7,056

Supplementary disclosure of cash flow information

Interest 1,575 939
Income taxes -13 1,606

The accompanying notes are an integral part of these consolidated financial statements.



44

Consolidated Staterment of Changes in Sharehalders' Equity as of December 31, 2002 and 2001 (USGAAP)

December 31, 2000

Net loss

Capital increase
Foreign currency
translation adjustments
Unrealized loss on

investments

Comprehensive loss

December 31, 2001

Net loss

Foreign currency
translation adjustments
Impairment of long-term

investments

Comprehensive loss
December 31, 2002

Number

of shares
issued and
outstanding

16,358,317

412,885

16,771,202

16,771,202

Accumulated
other compre-

hensive
Common Capital Accumulated income/
stock reserve deficit loss
KEUR KEUR KEUR KEUR
16,359 18,934 5,495 -1,098
-5,653
412 834
607
-2,563
16,771 19,768 -158 -3,054
-16,135
-1,250
3,771
16,771 19,768 -16,293 -533

The accompanying notes are an integral part of these consolidated financial statements.

itelligence

Total
shareholders'

equity
KEUR

39,690

-5,653
1,246

607

-2,563

33,327

-16,135

-1,250

3,771

19,713

Comprehensive
income/
loss

KEUR

-5,653

607

-2,563

-7,608

-16,135

-1,250

3,771

-13,614



Notes to the Consolidated Financial Statements

itelligence AG, Frankfurt am Main

Notes to the Consolidated Financial Statements
December 31, 2002 and 2001

1. Basis

The consolidated financial statements of itelligence AG and its subsidiaries,
hereinafter referred to as “itelligence”, “the Group” or “the Company”, have
been prepared in accordance with US generally accepted accounting princi-
ples (“US GAAP”).

With these consolidated financial statements, itelligence makes use of the
exemption option pursuant to Sec. 292a of the German Commercial Code
(HGB). This states that consolidated financial statements according to
German law need not be prepared if consolidated financial statements in
accordance with internationally recognized accounting principles (e.g. US
GAAP or IFRS) are presented. The explanations regarding the main differen-
ces between US GAAP and German accounting principles which are required
to make use of this exemption option are presented under Note 25.

Unless otherwise stated, the amounts below are in thousands of euros
(KEUR).

In cases of reclassifications of current year figures compared to prior year figu-
res, the prior year figures were adopted accordingly.

2. The Company

itelligence AG was founded by a contribution in kind in May 2000. On the
basis of the merger agreement concluded in May 2000, the principal share-
holders of SVC AG SCHMIDT VOGEL CONSULTING, Bielefeld, (hereinafter
also referred to as “SVC”) assumed some 45 percent and the shareholders of
APCON AG, Hamburg, (hereinafter also referred to as “APCON") some 55
percent of the shares in the Company.

The range of services offered by itelligence, in its capacity as a leading inter-
national full-service provider for SAP, range from SAP consulting and licen-
sing, outsourcing & services to proprietary SAP industry solutions and custo-
mized software technologies.

The Company has several branches and subsidiaries in Germany as well as for-
eign subsidiaries in the United States, Switzerland, Austria, Brazil, Italy, Spain,
the United Kingdom, Norway, the Czech Republic, Slovakia, the Netherlands,
Belgium, France, Poland, Slovenia, Hungary and the Ukraine.

3. Financing Activities

During 2002, the Company principally financed its operations through credit
lines granted by its banks. The Company's continued losses from operations
and potential reduction in liquidity raise substantial doubt about its ability to
continue as a going concern. The Company's ability to fund its operations
depends on whether it can meet certain covenants with regard to the credit
lines extended by its banks. It cannot be guaranteed that the Company will
meet these covenants and therefore maintain adequate financing to continue
operations. If the Company is successful in meeting these covenants it belie-
ves that it will be able to finance its operations during 2003. The consolida-
ted financial statements do not include any adjustments that might result
should the Company be unable to finance its expected level of future expen-
ditures.

4. Group of Consolidated Companies and Changes to the Group
Structure

In addition to itelligence AG, all subsidiaries in which itelligence AG directly

or indirectly holds the majority of voting rights belong to the group of fully

consolidated companies.

In the fiscal year, the following changes occurred:

The Company acquired a further 20 percent in SAPRYMA S.L, Spain, during
the course of a capital increase and increased its total share from 80 percent
to 100 percent. SAPRYMA S.L. was subsequently merged with itelligence
Servicios Informaticos, Spain. The company operates under the name of itel-
ligence Servicios Informaticos.

On March 11, 2002, itelligence AG contributed 52 percent to the formation of
itelligence Financial Solutions GmbH.

On April 17, 2002, the Company sold its investment in Procoma GmbH.

In fiscal year 2002, itelligence AG acquired a further 25 percent in APCON
Media Company GmbH and increased its total share from 75 percent to 100
percent. APCON Media Company GmbH is in liquidation. The investment
indirectly held by APCON Media Company in Furnity GmbH was released
due to the company’s liquidation.

Changes to the group of consolidated companies did not have a major impact
on the consolidated statement of income. As a result, no pro forma information
has been provided.

5. Accounting and Valuation Policies

a) Consolidation Policies

itelligence and all subsidiaries under the legal or effective control of the
Company are included in the Company’s consolidated financial statements.

Capital consolidation generally follows the purchase method. Any goodwill
arising on the consolidation of capital based on the purchase method is recog-
nized as an asset and, pursuant to Statement of Financial Accounting
Standards No. 141/142 (SFAS No. 141/142), subjected to an annual impair-
ment test. All material intercompany transactions and balances have been eli-
minated.

For the subsidiaries and investments included in the consolidated financial
statements, reference is also made to the explanations to financial assets in
Note 11.

b) Use of Estimates

The preparation of consolidated financial statements in conformity with
generally accepted accounting principles in the United States requires the
Company’s management to make estimates and assumptions on the basis of
historical or planned data that affect the amounts reported and the disclosu-
re of assets and liabilities as well as of contingent assets and liabilities on the
balance sheet date, and that also affect the amounts of revenues and expenses
stated during the reporting period. Actual results may deviate from these esti-
mates.

c) Advertising Costs

Costs for advertising are expensed as incurred.
Advertising costs in 2002 amounted to KEUR to 2,090 (2001: KEUR 2,665).

d) Foreign Currency Translation

Foreign currency translation was performed in accordance with SFAS No. 52
“Foreign Currency Translation”. The functional currency of the Company's
subsidiaries is the local currency of the country in which the subsidiary ope-
rates. Accordingly, assets and liabilities recorded in foreign currencies in the
books of the Company’s foreign subsidiaries are translated at the exchange
rate on the balance sheet date. Revenues and expenses are translated at the
annual average exchange rates.

Differences caused by foreign currency translation are recognized under
“other comprehensive income” in the corresponding year.

itelligence
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Notes to the Consolidated Financial Statements

e) Revenue Recognition

The Company mainly offers consulting services of a non-contractual nature
and contracts for work and services with predefined results.

Revenues from other consulting services of a non-contractual nature are recog-
nized as soon as the service has been provided to the customer.

Consulting revenue from project business is recognized in accordance with
Statement of Position (SOP) No. 97-2 “Software Revenue Recognition” and
SOP No. 81-1 “Accounting for Performance of Construction-Type and Certain
Construction-Type Contracts”. Thus, for long-term projects revenues are reco-
gnized according to the percentage-of-completion method. Each project is
analyzed to identify potential losses from pending transactions. Appropriate
accruals are recognized in cases where losses are probable.

License revenues from sales of software are recognized in accordance with
SOP No. 97-2, “Software Revenue Recognition” issued by the American
Institute of Certified Public Accountants (AICPA). Recognition of revenue
requires a legally effective agreement, delivery of the software, a fixed or deter-
minable license fee and a probable receipt of payment. All criteria must be
met.

Revenues from maintenance and outsourcing services are recognized pro rata
temporis over the term of the agreement.

f) Research and Development Expenses

In accordance with SFAS No. 86, “Accounting for the Costs of Computer
Software to be Sold, Leased, or Otherwise Marketed”, research and devel-
opment expenses which are incurred between the “technological feasibility”
and “marketability” of the software must be capitalized. The research and
development expenses incurred in the Group during this period are insignifi-
cant. Development costs which are incurred prior to “technological feasibili-
ty” being established are charged to income when incurred.

In the fiscal year, the research and development expenses came to KEUR 1,059
(prior year: KEUR 5,080).

g) Earnings per Share

Earnings (loss) per share are calculated in accordance with SFAS No. 128,
“Earnings per Share”. Basic earnings per share are calculated by dividing the
earnings attributable to the holders of common shares by the weighted aver-
age number of common shares outstanding during the period. The Company
has issued convertible bonds and warrant-linked bonds which, if exercised,
will have a dilutive effect on earnings (loss) per share. Accordingly, the dilu-
ted earnings (loss) per share are calculated on the basis of the maximum pos-
sible dilution. If losses are generated in the fiscal year, no dilutive effects are
produced by options and/or convertible bonds.

h) Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand and deposits at banks with
original maturities of three months or less.

i) Fair Values of Financial Instruments

SFAS No. 107 “Disclosures About Fair Value of Financial Instruments” requi-
res disclosures about fair value for all financial instruments regardless of
whether or not they recognized in the consolidated balance sheet. Due to
their short terms, the carrying amounts of financial instruments such as cash
and cash equivalents, accounts receivable, liabilities and accruals approxima-
te their fair values.

The carrying amount of liabilities due to banks is also approximately equiva-

lent to the fair value based on market quotes for same and similar loans and
conditions offered to the Company.

itelligence

Convertible bonds and warrant-linked bonds are disclosed at the amounts
repayable.

j) Derivative Financial Instruments

The Company occasionally uses forward exchange contracts to reduce exchan-
ge rate risks and interest rate caps to stabilize the interest rate. The Company
adopted SFAS No. 133, “Accounting for Derivate Instruments and Hedging
Activities” in January 1999. Derivative financial instruments are carried at fair
value in the balance sheet. The Company does not perform any hedging trans-
actions within the meaning of SFAS No. 133. As a result, all changes in the fair
value of derivatives must be immediately recognized in income. As of the
balance sheet date, itelligence had not performed any hedging transactions for
risks arising from foreign currency transactions. One interest rate cap transac-
tion was reported at fair value.

k) Trade Accounts Receivable

The carrying amount of trade accounts receivable is equal to their nominal
value. Trade accounts receivable are shown net of specific bad debt allowan-
ces. Specific bad debt allowances are recognized to cover all recognizable
default risks.

Consulting projects in progress and not yet invoiced are valued according to
the percentage-of-completion method and are disclosed as unbilled receiva-
bles under trade accounts receivable.

[) Inventories

Inventories consist primarily of merchandise (software) and are valued item-
by-item at the lower of cost or market.

m) Intangible Assets

Intangible assets include software purchased for internal use and goodwill.
Software is amortized over a useful life of 3 years.

In June 2001, the Financial Accounting Standards Board approved the issuan-
ce of SFAS No. 141, “Business Combinations” and SFAS No. 142 “Goodwill
and Other Intangible Assets”. SFAS No. 141 requires the use of the purchase
method of accounting for all business combinations initiated after June 30,
2001. SFAS No. 141 also distinguishes between acquired intangible assets that
have to be recognized separately from goodwill and acquired intangible assets
that have to be recognized together with goodwill. Under SFAS No. 142,
goodwill is not subject to amortization but rather to an impairment test
which must be performed at least once a year. SFAS No. 142 applies to fiscal
years which commence after December 15, 2001. The Company has used the
fair value for all reporting units and compared the values with the carrying
value of the reporting units.

An impairment test was carried out for goodwill according to SFAS No. 142,
the resulting impairment is shown in the financial statements.

n) Property, Plant and Equipment

Property, plant and equipment are valued at acquisition cost less accumulated
depreciation. Maintenance expenses that neither enhance the value of the
assets nor prolong their useful life are expensed as incurred. Gains or losses
from the disposal of non-current assets are recognized as other operating
income or expenses.

Property, plant and equipment are depreciated over the expected useful life of
the asset using the straight-line method. Leasehold improvements are amorti-
zed over the expected useful life of the asset or the life of the lease, whichever
is shorter.



The following estimated useful lives have been used to calculate depreciation:

Useful life in years

Buildings 15-40
Leasehold improvements 8-10
Computer hardware 3
Office equipment and furnishings 8-10
Vehicles 4-6

o) Financial Assets

Shares in associated companies are accounted for using the equity method.
Investment securities are classified as available-for-sale securities. They are
measured at their fair value on the balance sheet date if they are held in listed
companies. Decreases in quoted prices are recognized in equity unless they
are impairments that are expected to be permanent.

p) Impairment of Long-Lived Assets

The Company reviews the recoverability of the carrying amounts of its long-
lived assets in accordance with SFAS No. 144 “Accounting for the Impairment
or Disposal of Long-Lived Assets”. If events or changes in circumstances indi-
cate that the carrying amount of these assets may not be recoverable over their
remaining useful lives, the future undiscounted net cash flows expected to be
generated by these assets are compared with the carrying amount of these
assets. If these cash flows are less than the carrying amount of the assets,
impairment losses are recognized in order to write the asset concerned down
to its fair value. The application of SFAS No. 144 does not lead to an impair-
ment.

g) Contingent Liabilities

Contingent liabilities are disclosed if a contingent legal obligation exists
which would lead to a burden on assets, if a future event or condition were to
occur, and which has yet to be accounted for in the balance sheet as an accrual
or liability.

r) Other Accruals

Accruals are recognized for probable, future outflows of resources due to obli-
gations to transfer assets or render services resulting from past transactions or
events. Other accruals primarily include vacation entitlements, outstanding
invoices and bonus and salary obligations.

s) Pension Liabilities

Pension reserves are computed on the basis of actuarial calculations in accor-
dance with SFAS No. 87, “Employers’ Accounting for Pensions”. Pension obli-
gations are stated in accordance with SFAS No. 132 “Employers’ Disclosures
About Pensions and Other Postretirement Benefits”. The pension obligations
are defined benefit obligations to directors. These include old-age, invalidity
and survivors’ pensions.

t) Deferred Taxes

SFAS No. 109 “Accounting for Income Taxes” is used to account for income
taxes. In accordance with this Statement, deferred taxes are calculated on the
basis of differences between the amount stated in the balance sheet and the
assessment basis for assets and liabilities using the enacted tax rates in the
years in which the differences are expected to reverse. Valuation allowances are
recognized to reduce deferred tax assets if it is more likely than not that a tax
advantage will not be enjoyed. Accrued taxes are recognized on profits at the
rate for retained profits.

u) Leases

Most of the leases entered into by the Company are operating leases. The lease
installments are recognized accordingly as an expense. There are only minor
agreements from capital leasing obligations in the United States with a net
value of KEUR 85.

v) Recent Accounting Pronouncements

In June 2001, the FASB issued Statement of Financial Accounting Standards
No. 143, “Accounting for Asset Retirement Obligations” (SFAS No. 143). SFAS
No. 143 contains standard, industry conforming accounting provisions on
debt obligations arising in connection with the retirement or disposal of
assets. The duty to recognize accruals is limited to public law or contractually
defined retirement obligations. These future obligations must first be recogni-
zed without an effect on income at the present value of the expected pay-
ments. Valuation is usually performed at fair value. In the calculation of the
acquisition and production cost of the respective asset item, this value must
also be recognized without an effect on income. The amount recognized is
posted with an effect on income over the normal useful life of the respective
asset. In the following years, the compounding of the accrual must be posted
with an effect on income; whereas changes in the figures estimated result in
adjustments to the amortized carrying value of the non-current asset without
an effect on income. The obligation is finally offset against the payment upon
maturity without an effect on income. Differences between the actual expen-
ses incurred and the obligation reported must be recognized in the statement
of income with an effect on income. SFAS No. 143 applies to fiscal years
which commence after June 15, 2002. The provisions must be applied with
retrospective effect. The Company does not expect that the adoption of SFAS
No. 143 will have a material impact on the consolidated financial statements.

In August 2001, the FASB issued Statement of Financial Accounting Standards
No.144, “Accounting for the Impairment or Disposal of Long-Lived Assets”,
(SFAS No. 144) which supersedes SFAS No. 121, “Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed
Of”. SFAS No. 144 retains the existing provisions of SFAS No. 121 in that it
only requires recognition of an impairment if the carrying amount of the non-
current asset to be held and used is not recoverable from its undiscounted
cash flows. Goodwill should not be included in determining the carrying
amounts. SFAS No. 144 states that an asset designated for retirement, a parti-
cular asset due to be exchanged for a production unit with a similar function
or an asset returned to the shareholders in the context of a spin off must con-
tinue to be recognized as an asset held for use until the time of its disposal.
SFAS No. 144 requires that the residual useful life of an asset be adjusted if it
is due to be taken out of operation. SFAS No. 144 states that non-current
assets designated for sale must be carried at the lower of their carrying amount
and fair value less expenses for the sale and that scheduled depreciation must
no longer be charged. Discontinued activities must therefore not be valued at
the net realizable price and future losses from the continued operation of the
discontinued activity must not be reported before they are incurred. SFAS
No. 144 applies to fiscal years which commence after June 15, 2001.

In April 2002, the FASB adopted Statement of Financial Accounting Standards
No. 145, “Rescission of FASB Statements No. 4, 44 and 64, Amendment of
FASB Statement No. 13, and Technical Corrections”, (SFAS No. 145). SFAS
No. 145 supersedes FASB Statement No. 4, “Reporting Gains and Losses from
Extinguishment of Debt”, and an amendment of that statement (APB 30),
FASB Statement No. 64, “Extinguishments of Debt Made to Satisfy Sinking-
Fund Requirements”. This Statement also supersedes FASB Statement No. 44,
“Accounting for Intangible Assets of Motor Carriers”. In addition, SFAS No.
145 also supplements FASB Statement No. 13, “Accounting for Leases”, and
thus creates the prerequisite that the lessee must also treat certain leasing tran-
sactions, which are largely equivalent to sale-leaseback transactions, as sale-
leaseback transactions. SFAS No. 145 supplements other existing provisions.
SFAS No. 145 applies to fiscal years which commence after May 15, 2002. The
Company will adopt SFAS No. 145 at the beginning of the fiscal year as of
January 1, 2003. The Company has not had to disclose any of the above tran-
sactions in accordance with SFAS No. 145 since May 15, 2002. Initial appli-
cation of SFAS No. 145 is not expected to have a material impact on the con-
solidated financial statements.
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In June 2002, the FASB issued Statement of Financial Accounting Standards
No. 146, “Costs Associated with Exit or Disposal Activities” (SFAS No. 146).
Pursuant to SFAS No. 146, a company may only disclose liabilities in connec-
tion with restructuring measures if the prerequisites for the recognition of a
liability are met and the fair value of the liability can be estimated. Examples
of SFAS No. 146 include certain expenses in connection with redundancy
plans for the termination of employment agreements or expenses in connec-
tion with the early termination of agreements, which do not represent capital
leases or expenses in connection with the amalgamation of production facili-
ties or the transfer of personnel. SFAS No. 146 must be expressly applied to
restructuring measures initiated after December 31, 2002. The Company does
not expect that the adoption of SFAS No. 146 will have a material impact on
the consolidated financial statements.

In December 2002, the FASB issued SFAS No. 148, “Accounting for Stock-
Based Compensation, Transition and Disclosure.” SFAS No. 148 provides
alternative methods of transition for a voluntary change to the fair value based
method of accounting for stock-based employee compensation. SFAS No. 148
also requires that disclosures of the pro forma effect of using the fair value
method of accounting for stock-based employee compensation be displayed
more prominently and in a tabular format.

6. Cash and Cash Equivalents

2002 2001
KEUR KEUR
Current account balances and cash on hand 6,410 7,056
Short-term time deposits 327 0
Cash and cash equivalents 6,737 7,056

7. Accounts Receivable and Other Current Assets

a) Trade Accounts Receivable

2002 2001

KEUR KEUR

Trade accounts receivable 36,535 43,534
Unbilled receivables 874 861
Receivables from associated companies 4 122
37,413 44,517

Specific bad debt allowances -2,175 -1,858
Trade accounts receivable, net 35,238 42,659
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b) Other Current Assets

2002 2001
KEUR KEUR
Claims for tax reimbursement 417 2,170
Receivables from employees 152 567
Receivables from third parties 115 138
Deposits 89 205
Creditors with debit balances 0 440
Investment subsidy for computer center 0 368
Other 1,310 802
2,083 4,690
8. Inventories
2002 2001
KEUR KEUR
Merchandise 1,956 2,440
The item comprises software licenses for resale.
9. Intangible Assets
2002 2001
KEUR KEUR
Acquisition cost
Computer software 1,972 1,847
Goodwill 22,089 23,203
24,0061 25,050
Accumulated depreciation/amortization
Computer software 1,396 1,346
Goodwill 6,624 5,559
8,020 6,905
Intangible assets, net
Computer software 576 501
Goodwill 15,465 17,644
16,041 18,145

The average depreciation rate for computer software is three years. The amor-
tization expense for the year ended December 31, 2002 was KEUR 369 (prior
year: KEUR 270).

In the fiscal year, goodwill amortization amounted to KEUR 1,462 (prior year:
KEUR 3,588). Effects arising from the change in accounting provisions came
to KEUR 904. This effect relates to the SFAS No. 141/142 regulations, applied
for the first time as of January 1, 2002 (“initial impairment test”). The annual
impairment carried out on June 30, 2002 led to a further amortization of
KEUR 558.

The creation of reporting units was undertaken in accordance with SFAS No.
142.

For the valuation of the reporting units, DCF-methods and multiples (based
on revenues and EBITDA) were used.



Americas Spain Rest of Europe Germany Total
SAP Services  SAP Services SAP Services
Outsourcing & &
SAP & Customized  Customized Customized
Services Maintenance Solutions Solutions  Outsourcing Solutions  Outsourcing Other
December 31, 2001 0 10,527 2,811 2,430 0 1,052 820 4 17,644
Impairment
Effect from changes in
accounting provisions -900 -4 -904
Amortization (as part
of the operating result) -550 -8 -558
Additions 758 106 8 872
Exchange differences -1,589 -1,589
December 31, 2002 0 9,696 1,467 2,430 0 1,052 820 0 15,465
2002 2001 11. Financial Assets and Restricted Cash
KEUR KEUR
Reported net income -16,135 -5,653
add back: goodwill amortization 1,462** 3,318*
Adjusted net income -14,673 -2,335 2002 2001
KEUR KEUR
Basic earnings (loss) per share -0,96 -0,34 Acquisition cost
Goodwill amortization 0,09 0,20 Shares in associated companies 37 37
Adjusted basic earning (loss) per share -0,87 -0,14 Investments 10 10
* amortization Securities 4,196 4,203
** according to SFAS No. 142 4,243 4,250
Less
The estimated amortization expense for the next five years is as follows: Accumulated depreciation 3,608 3,771
For the year ending December 31, KEUR Financial assets, net 635 479
2003 342
2004 192
2005 42 The shares in associated companies consist of the 50 percent share in Dr.
2006 0 Lindner & Partner Consult Gesellschaft fiir Organisation und Technologie-
2007 0 beratung mbH. The investment in Procoma GmbH in Frankfurt was sold in
fiscal year 2002 at the price of the prorated capital contribution to common
stock. The investment in Furnity GmbH, Hamburg, was written off due to the
company’s liquidation.
10. Property, Plant and Equipment, Net
The investments comprise shares in BfL Gesellschaft des Biirofachhandels
2002 2001 mbH & Co. (<1 percent), which is accounted for under the cost method.
KEUR KEUR
Acquisition cost Securities comprise shares in Heiler Software AG (approx. 3 percent). The
Land and buildings 4,498 4,372 securities of Heiler Software AG were valued in the prior year at the market
Leasehold improvements 496 945 value on the balance sheet date. In prior years the write down of these shares
Computer hardware 9,561 8,127 to the market value was recognized as other comprehensive income. Due to
Furniture and fixtures 8,084 8,359 the permanent lower market value of the “Neuer Markt” quoted shares, the
Vehicles 48 24 write down of the shares is posted in the statement of income (KEUR 3,608).
Investment grant -947 -1,140
21,740 20,687
2002 2001
Less KEUR KEUR
Accumulated depreciation 11,569 8,646 Restricted cash 2,205 5,113
Property, plant and equipment, net 10,171 12,041

The Company cannot access the restricted cash within the next 12 months.
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The Company’s investment holdings as of December 31, 2002 are as follows:

Net

income/

loss

Shares Equity transfer

Affiliated companies: in%  KEUR KEUR

APCON Media Company GmbH, Hamburg 100 -248 -92

APCON Nielsen Consulting GmbH, Hamburg 100 347 -8
APCON International Business Systems

Gesellschaft fiir DV-Beratung mbH, Hamburg 100 1,426 594*
APCON Business Consulting Gesellschaft fiir
Managementberatung mbH, Hamburg 100 -175 -280*
ASECON GmbH, Bielefeld 100 -180 0
itelligence AG, Urdorf, Switzerland 100 1,033 1,391
itelligence AS, Oslo, Norway 100 =711 -86
itelligence Business Software Inc.,

Westchester, USA 100 3,138 -415
itelligence Business Solutions GmbH,

Vienna, Austria 100 -39 -523
itelligence Business Solutions Ltd.,

London, England 100 -1,240 -376
itelligence Business Solutions s.p.r.l.,

Brussels, Belgium 100 235 179
itelligence BV, Eindhoven, Netherlands 100 241 32
itelligence d.o.0., Ljubiljana, Slovenia 100 416 10
itelligence Erste Beteiligungs GmbH, Frankfurt 100 104 4
itelligence Hungary Kft., Budapest, Hungary 100 1,123 348
itelligence Inc. Cincinnati, USA 100 10,430 984
itelligence Innovative Solutions Inc., Dallas, USA 100 2,139 -450
itelligence Int’l, Kiev, Ukraine 100 284 194
itelligence Outsourcing Inc., USA 100 -255 -315
itelligence Outsourcing und Services GmbH,

Bautzen 100 -123 508*
itelligence S.A., Paris, France 100 =775 -787
itelligence S.A., Sao Paolo, Brazil 100 -307 -367
itelligence S.r.l., Milan, Italy 100 -1,968  -1,239
itelligence s.r.o, Bratislava, Slovakia 100 757 26
itelligence s.r.o., Prague, Czech Republic 100 -204 -241
itelligence SP.Z.0.0., Warsaw, Poland 100 932 -266
itelligence VC-Holding GmbH, Frankfurt 100 -4,230 -3,913
Servicios informaticos itelligence S.A.,

Barcelona, Spain 100 263 -1,112
it- go GmbH, Hamburg

(formerly APCON Network
Solutions GmbH, Hamburg) 85 254 66
ITC Information Technology Consulting GmbH,

Detmold 56 789 234
itelligence Financial Solutions GmbH, Hamburg 52 320 170
HONICO SYSTEMS GmbH, Hamburg 51 68 -77
it-WPS Workplace Solutions Gesellschaft fiir

DV-Beratung mbH, Hamburg* * 24 175 39

* net income/loss before profit/loss transfer
** voting rights >50 percent

itelligence holds more than 50 percent of the voting rights in all the compa-
nies. All affiliated companies are fully consolidated.
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Net

income/

Shares Equity loss

Investments in % KEUR KEUR
Dr. Lindner & Partner GmbH,

Oerlinghausen 50 74 9*

BfL GmbH & CO, Eschborn under 1 10,841 1,812

*Investment was accounted for under the equity method.

12. Liabilities Due to Banks

Current liabilities due to banks and short-term portion of long-term debt

2002 2001
KEUR KEUR
Current liabilities due to banks 8,988 11,728
Short-term portion of long-term debt

- to banks 1,639 1,997
- other loans 1,575 462
3,214 2,459
12,202 14,187

Long-term debt, net of current maturities
2002 2001
KEUR KEUR

Long-term debt
- to banks 4,986 7,139

- less short term portion -1,639 -1,997
3,347 5,142

- other loans 5,906 6,368
- less short term portion -1,575 -462
4,331 5,906

Long-term debt, net of current maturities 7,678 11,048

Maturity

The maturities of non-current liabilities due to banks break down as follows:

KEUR
2004 680
2005 607
2006 379
2007 286
2008 286
Thereafter 1,109

3,347



The financial debt as of December 31, 2002 consists mainly of two earmarked
loans of KEUR 2,811 to finance the construction of a computer center in
Poznan. One loan is due to expire on December 31, 2009. Unscheduled
repayments may be made. The interest rate is 10 percent p.a. for the entire
period. The other loan is repayable in monthly installments until 2009. The
interest rate is 8 percent p.a. for the entire period.

The Company also received a loan of KEUR 946 to finance the office equip-
ment and computer center in Bielefeld. The interest rate is 5.75 percent p.a.
and the loan is repayable in monthly installments until 2006.

The Company received loans of KEUR 266 in fiscal year 2002 to finance
customer hardware. The loans are repayable in monthly installments until
2005 and bear interest of 7.9 percent p.a.

Other Loans

Other non-current liabilities relate to a loan of KEUR 5,906. The interest rate
is 5 percent p.a. The first repayment installment was due in 2002 and the loan
will then be repaid quarterly until 2006. The maturities of the loan break
down as follows:

KEUR
2004 1,575
2005 1,575
2006 1,181
4,331

As of the balance sheet date, the Company has been granted the following cre-
dit lines:

2002 2001
KEUR KEUR
Credit facilities available as of December 31 15,578 18,859
Used -8,988 -11,728
Unused credit facilities 6,590 7,131

Average interest rate 4.25% - 8.75% 7% - 8.75%

Covenants were agreed in the credit agreements in relation to equity and wor-
king capital. The Company was in default of the covenants. The banks accep-
ted this issue.

For 2003 the company has credit lines totaling MEUR 10.4.

13. Liabilities Due to Associated Companies

2002 2001
KEUR KEUR

Dr. Lindner & Partner Gesellschaft fir
Technologie-Beratung mbH 31 63

14. Other Accruals

2002 2001
KEUR KEUR
Bonuses and wages 3,924 3,384
Accrued vacation and overtime 2,392 2,416
Outstanding invoices 1,207 1,352
Workmen’s compensation board fees 274 228
Legal, consulting and auditing costs 248 360
Imminent losses 239 0
Credit notes to be issued 96 192
Warranties 70 117
Compensation of the Supervisory Board 65 71
Other 714 782
9,229 8,902

15. Other Current Liabilities
2002 2001
KEUR KEUR
Taxes 4,691 4,794
Social security 4,426 2,688
Liabilities due to employees 382 175
Other 911 1,989
Other current liabilities 10,410 9,646

16. Pension Liabilities

The pension obligations exist in respect of directors of the Company who,
after retirement, will be entitled to a fixed basic pension. The pensions pro-
mised by itelligence will increase by 2.0 percent each year. All but KEUR 105
of the claims are vested.

The Company’s pension cost over the fiscal years is as follows:

2002 2001

KEUR KEUR

Service cost 24 53
Interest expenses 30 28
Amortization of the unrecognized net obligation 7 -78
Net periodic pension cost 61 3

The following table shows the status of the pension reserve and the assump-
tions used to determine the amount of the reserve:

2002 2001
KEUR KEUR
Projected benefit obligation January 1 575 572
Transfer -105 0
Net periodic pension cost 61 3
Projected benefit obligation
December 31 531 575
Asset value of reinsurance policy -351 -351
Pension liability 180 224
Assumptions
Discount rate 5.8% 6.0%
Future pension increase 2.0% 2.0%

Future wage and salary increases are not included in the calculation as they
do not affect the future pension payments.
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17. Bonds
2002 2001
KEUR KEUR
Convertible bonds 490 693
Warranty-linked bonds 67 67
557 760

itelligence AG issued a convertible bond for a total par value of EUR 363,545
on March 23, 2001. The term of the convertible bond runs until March 23,
2006 and it bears 6 percent interest p.a. The bonds with a par value of EUR 1
entitle the bearers to make an additional payment of EUR 12.29 to convert
each into one no-par value share in itelligence AG. The conversion right may
be exercised for the first time on March 23, 2003 and for the last time on
March 23, 2006.

Of this tranche, convertible bonds of EUR 218,346 were still on hand as of
December 31, 2002. The reduction is a result of repayments to employees who
have departed from the Company.

itelligence AG issued a warrant-linked bond for a total par value of EUR 6,096
on March 23, 2001. The warrant-linked bond expires on May 23, 2006 and
bears 6 percent interest p.a. Each bond of a par value of EUR 1 includes ten
bearer warrants (EUR 60,960) entitling the bearer to acquire one share in itel-
ligence AG for a price of EUR 13.29. The warrant may be exercised for the first
time on March 23, 2003 and for the last time on March 23, 2006.

In the course of the merger, the following convertible bonds and loans of SVC
AG were transferred to itelligence AG.

SVC AG issued a convertible bond for a total par value of EUR 428,594 on
May 3, 1999. The term of the convertible bond runs until May 4, 2004 and it
bears 4 percent interest p.a. The bonds with a par value of EUR 1 entitle the
bearers to make an additional payment of EUR 19.70 to convert each into one
no-par value share in SVC AG. The conversion right may be exercised for the
first time on May 4, 2001 and for the last time on April 30, 2004.

A second convertible bond with a par value of EUR 102,599 and a term from
June 23, 1999 to May 4, 2004 was issued on June 23, 1999 and bears 4 per-
cent interest p.a. If converted to shares, the conversion price is 115 percent of
the average (arithmetic mean) of the closing prices of the last 5 trading days
at the Frankfurt Stock Exchange prior to the decision to issue the bonds, i.e.
the last 5 trading days prior to June 23, 1999.

A third convertible bond with a total par value of EUR 963 and a term from
November 3, 1999 to November 3, 2004 was issued on November 3, 1999
and bears 4 percent interest p.a. If converted to shares, the conversion price is
115 percent of the average (arithmetic mean) of the closing prices of the last
5 trading days at the Frankfurt Stock Exchange prior to the decision to issue
the bonds, i.e. the last 5 trading days prior to November 3, 1999.

Of these tranches, convertible bonds of EUR 271,522 were still on hand as of
December 31, 2002. The reduction is a result of repayments to employees who
have departed from the Company.

SVC AG issued a warrant-linked bond for a total par value of EUR 5,887 on
May 3, 1999. The warrant-linked bond expires on May 4, 2004 and bears 4
percent interest p.a. Each bond of a par value of EUR 1 includes ten bearer
warrants entitling the bearer to acquire one share in SVC AG for a price of
EUR 20.70. The warrant may be exercised for the first time on May 4, 2001
and for the last time on April 30, 2004.
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18. Financial Instruments

During the fiscal year, the Company concluded an interest rate cap dated
February 28, 2002 in the form of a cap rate agreement. A cap rate of 4 percent
- on the basis of the rate for 3 months EURIBOR - was agreed for an amount
of KEUR 5,000 for the period until March 4, 2005. A premium of KEUR 88
was paid for this transaction. The fair value of the cap came to KEUR 7 on the
balance sheet date.

19. Capital Stock

The common stock amounts to EUR 16,771,202 and is divided into
16,771,202 no-par value bearer shares each having a notional share in the
common stock of EUR 1.

The Management Board of itelligence AG adopted the resolution on May 18,
2001, approved by the Supervisory Board on May 17, 2001, to increase capi-
tal by EUR 412,885 by issuing 412,885 new no-par value bearer shares each
with a notional share in the common stock of EUR 1 from EUR 16,358,317
to EUR 16,771,202 through a non-cash capital contribution excluding sub-
scription rights pursuant to Sec. 69 (1), sentences 1 and 2 UmwG. The non-
cash capital contribution was made in accordance with the merger agreement
dated May 29, 2001 with the shares in SVC AG Schmidt Vogel Consulting still
held in free float at the time of the merger (405,350), each valued at EUR
1.01859. The itelligence AG shares to be issued to outside shareholders were
transferred to a trustee (Merck Finck & Co. Privatbankiers, Munich). Fractions
were settled in cash on the basis of the conversion ratio and also deposited
with the trustee. The shareholders’ meeting of SVC AG Schmidt Vogel
Consulting approved the merger on May 7, 2001. Pursuant to Sec. 62 UmwG,
a resolution by the shareholders’ meeting of itelligence AG was not required
for the merger. The new shares have been fully entitled to dividends since
January 1, 2001.

The capital increase was entered in the Frankfurt am Main commercial regi-
ster on July 25, 2001.

The remaining approved capital until June 30, 2005 amounts to EUR 5,516,333.

Employee Stock Compensation Plans

Based on the resolution of the extraordinary shareholders’ meeting of itelli-
gence AG of September 2, 2000, the Management Board is authorized until
August 1, 2005 to issue, on one or several occasions (in tranches), convertible
bonds up to a total par value of EUR 888,085 and warrant-linked bonds up
to a total par value of EUR 156,720 with a term of no longer than 5 years. The
plan stipulates that the first bonds and options to be issued are a convertible
bond tranche with a par value of EUR 810,888 and a first warrant-linked bond
tranche of 72,220 share options in accordance with the resolutions adopted
by the Management Board on December 22, 2000 respectively March 5, 2001.
The first convertible bond tranche with a total par value of EUR 810,888 is
divided into equal 810,888 bearer bonds with a par value of EUR 1 each. They
will accrue interest of 6 percent on their nominal amount. The bearer of each
bond of EUR 1 is entitled to convert it into an ordinary bearer share of itelli-
gence AG. Each warrant-linked bond with a par value of EUR 1 is initially atta-
ched to ten option rights. The option rights can be detached from the bonds
and transferred from March 23, 2001. If the convertible bond or warrant-lin-
ked bonds are converted into shares, the conversion price per convertible
bond is equivalent to 115 percent of the arithmetical mean of the closing rate
of the itelligence share on the Frankfurt Stock Exchange. The stated placement
price was EUR 11.55.



The convertible bonds and the options from the warrant-linked bonds may
only be converted at least two years after they have been issued (March 23,
2003) and until they expire. Non-converted convertible bonds will be repaid
to the creditor at the end of the term (March 23, 2006) at par value, non exer-
cisable options from the warrant bonds expire at the end of their term.

The directors, executives and employees of itelligence AG and the general
managers, executives and employees of affiliated companies, except those in
the United States, can acquire shares through convertible bonds. The general
managers and employees of the subsidiaries in the United States can acquire
shares through warrant-linked bonds.

Following separate resolutions by the Management Board and Supervisory
Board of itelligence AG, convertible bonds entitling the bearers to subscribe
to a total of 363,545 no-par value shares have been issued to date. In additi-
on, warrant-linked bonds containing options to subscribe to 60,960 no-par
value shares have been issued to date.

On the basis of a resolution adopted by the general meeting of shareholders
of SVC AG on April 8, 1999, the Management Board of SVC AG is authorized,
subject to the approval of the Supervisory Board (if directors are concerned),
to issue on one or several occasions (in tranches) until April 1, 2004 warrant-
linked and convertible bonds with a maximum term of 5 years. They will
accrue interest of 4 percent on their nominal amount. Each convertible bond
of a par value of EUR 1 can be converted into one SVC share. Each warrant-
linked bond of a par value of EUR 1 can be tied to options to buy up to 10
shares. The conversion price or subscription price for each share if the bonds
are issued before the SVC share is admitted to listing is 115 percent of the pla-
cement price fixed for the IPO of EUR 18.00 per share. If issued at a later date,
the price is 115 percent of the average closing prices on the Frankfurt Stock
Exchange for the last five trading days before the directors decided to issue the
bond. The convertible bonds and the options from the warrant-linked bonds
may only be converted on certain exercise dates at least two years after they
have been issued and until they expire. Non-converted convertible bonds will
be repaid to the creditor at the end of the term at par value, non exercisable
options from the warrant bonds expire at the end of their term.

The directors, executives and employees of SVC AG and the general managers,
executives and employees of affiliated companies, except those in the United
States, can acquire shares through convertible bonds. The general managers
and employees of the subsidiaries in the United Stated can acquire shares
through warrant-linked bonds.

Following separate resolutions by the Management Board and Supervisory
Board of SVC AG, convertible bonds entitling the bearers to subscribe to a
total of 532,156 no-par value shares have been issued to date. Of these tran-
ches, convertible bonds of EUR 271,522 were still on hand as of December 31,
2002. In addition, warrant-linked bonds containing options to subscribe to
58,870 no-par value shares have been issued to date. The conversion rights
and options may only be exercised on the exercise dates, and not before May
2001; they have yet to be exercised.

Stock-Based Compensation

At various times in fiscal years 1999 and 2001, the Company issued warrant-
linked bonds and convertible bonds to the employees of the Company on the
scale presented above in the section on “Employee Stock Compensation
Plans”. Each of these warrant-linked bonds and convertible bonds can be
exchanged for ordinary shares in the Company. These warrant-linked bonds
and convertible bonds are treated as options under US GAAP and are accoun-
ted for as follows.

The Company values the warrant-linked bonds and convertible bonds issued
according to Accounting Principles Board Opinions (APB) No. 25,
“Accounting for Stock Issued to Employees”, which deals with the valuation
of stock options granted to employees in employee stock ownership plans.
The intrinsic value of the option, i.e. the difference between the agreed exer-
cise price and the current price is relevant for accounting according to APB
Opinion No. 25.

The agreed exercise prices for the tranches are:

Tranche 1 SVC AG: EUR 20.70  Issued on May 4, 1999
Tranche 2 SVC AG: EUR 16.13 Issued on June 23, 1999
Tranche 3 SVC AG: EUR 18.32 Issued on Nov. 3, 1999

Warrant-linked bonds SVC AG: EUR 20.70  Issued on May 4, 1999

Tranche 1 itelligence AG: EUR 12.29 Issued on March 23, 2001
Warrant-linked bonds
itelligence AG: EUR 13.29 Issued on March 23, 2001

All of the exercise prices are higher than the price of the shares when the opti-
ons were granted. Thus the intrinsic value of the options was zero and no per-
sonnel expenses were incurred as a result for fiscal year 2002 and following
years.

The Company has followed the disclosure regulations pursuant to SFAS No.
123, but continues to apply APB Opinion No. 25, “Accounting for Stock
Issued to Employees”, for the options granted under the stock option plans.
Had expenses for the options granted according t¢ the stock option plan been
calculated at fair value on the grant date pursuz 1t to SFAS No. 123, KEUR
2,572 would have been taken to expenses in the i scal year ending December
31, 2002. Net income and earnings per share wo 1d have fallen as presented
in the table below:

Fiscal year

2002
Net loss under US GAAP
Consolidated statement of operations KEUR -16,135
Pro forma KEUR -18,707
Loss per share under US GAAP
Disclosed EUR -0.96
Pro forma EUR -1.12

These pro forma disclosures were determined using the following parameters:

Profits from dividends

Expected life of the options

Risk-free interest rate

Volatility over the expected life of the options

0 percent

4 years

4.5 -5.01 percent
74.66 -93.46 percent

As of December 31, 2002, 277,409 SVC options and 279,306 itelligence opti-
ons are outstanding.
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Other Comprehensive Income/Loss Applying the German income tax rates to the consolidated result and taking
account of a corporate income tax rate of 25 percent plus solidarity surcharge

Under US GAAP certain expenses and income may not be recognized as part of 5.5 percent and trade tax on earnings of 20 percent, which equals a com-

of net income but as changes in equity and must be disclosed separately. Such bined rate of 41.1 percent, would have produced the following tax burden:

expenses and income plus net income go to make up comprehensive income;
expenses and income that do not affect net income are known as “other com-

prehensive income”. 2002 2001
KEUR KEUR
The total other comprehensive income that is recognized in equity is as fol- Loss before income taxes -8,980 -8,777
lows: Theoretical tax income 3,691 3,595
Price Variances due to goodwill -598 -539
Exchange rate  Non-operating gains/losses Variance due to valuation allowances
gains/losses gains/losses  securities Total on deferred assets -7,409 -1,503
KEUR KEUR KEUR KEUR Variances due especially to
Balance as deviating foreign tax rates -42 -109
of Dec. 31, 2000 410 -300 -1,208 -1,098 Variances due to expenses that are non-
Gross changes in deductible in Germany for tax purposes -1,483 1,701
fiscal year 607 0 -2,563 -1,956 Other variances -234 181
Balance as Income taxes -6,075 3,326
of Dec. 31, 2001 1,017 -300 -3,771 -3,054
Gross changes in
fiscal year -1,550 300 3,771 2,521 The deferred tax items include: 2002 2001
Balance as of KEUR KEUR
December 31, 2002 -533 0 0 -533 Current deferred tax assets:
Valuation allowances on receivables 145 0
Loss carryforwards 171 0
Total 316 0

20. Other Operating Income/Expenses, Net
Non-current deferred tax assets:

Amortization/depreciation 293 0
2002 2001 Loss carryforwards 0 5,154
KEUR KEUR Total 293 5,154
Income from the private use of company cars 1,663 1,304
Investment subsidy 244 206 Current deferred tax liabilities:
Gain/loss from disposal of assets 116 -212 Adjustment percentage-of-completion method 580 -106
Eliminations of liabilities General warranty accrual 340 174
and accruals 0 86 Depreciation 59 0
Exchange rate differences, net -114 -641 Investment accruals 86 0
Other, net -871 461 General bad debt allowance 99 144
1,038 1,204 1,164 212

Deferred tax assets from loss carryforwards:
21. Income Taxes

2002 2001
Income taxes break down as follows: KEUR KEUR
2002 2001 Deferred tax assets
KEUR KEUR from loss carryforwards 10,591 8,165
German corporate income tax -136 418 Less valuation allowances -10,420 -3,011
German trade tax -45 -134 Total 171 5,154
German income tax -397 -373
-578 -89
Deferred taxes -5,497 3,415 The deferred tax assets from loss carryforwards result mainly from Germany,
Income taxes -6,075 3,326 the United States and Italy. The loss carryforwards expire in Italy in 5 years, in

the United States in 20 years. The German loss carryforwards do not expire.
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22. Other Financial Obligations and Contingencies

As of December 31, 2002 the Company had the following future obligations
from rent agreements and leases:

KEUR
2003 4,988
2004 3,426
2005 2,408
2006 1,227
2007 872
2008 784
Thereafter 7,291

The other financial obligations mainly relate to the annual costs of the office
building in Bielefeld.

The office equipment and other equipment of the administrative building in
Bielefeld have been assigned to a bank as security.

There are contingent liabilities from guarantees of KEUR 2,053 (prior year:
KEUR 2,606). Most of the guarantees secure a potential purchase price pay-
ment resulting from the purchase of Sapryma S.L., Spain KEUR 1,000 (prior
year: KEUR 2,000).

23. Loss per Share

Due to the net loss recorded in fiscal year 2002 there is no dilutive effect on
the employee stock compensation plan.

2002 2001
Net loss (rounded in EUR) -16,135,000 -5,623,000
Average number of shares, undiluted 16,771,202 16,513,149

Loss per share, undiluted (in EUR) -0.96 -0.34
Maximum dilution from conditional capital - -
Number of shares, fully diluted - -
Loss per share, fully diluted - =

24. Segment Reporting

The management makes its decisions based on the internal reporting for the
regions Germany, rest of Europe and the Americas. It has divided the business
into the following major segments: America, Germany and the rest of Europe.
The regions are reportable units according to SFAS No. 131.

The segments developed as follows in 2002:

Rest of

Americas Germany Europe Other Total
Revenues before
consolidation 33,227 92,486 50,938 3,604 180,255
Internal sales revenues -2,305 -5,296 -3,501 -611 -11,713
Revenues 30,922 87,190 47,437 2,993 168,542
Cost of revenues -22,112 -65,676  -36,504  -2,760 -127,052
Gross profit 8,810 21,514 10,933 233 41,490
Marketing and
selling expenses -2,669 -7,864  -4,406 -337  -15,276
General and
administrative expenses -5,193 -14,927  -8,445 -592  -29,157
Research and
development expenses 0 -1,059 0 0 -1,059

Amortization of
goodwill and
intangible assets 0 -8 -550 0 -558
Other operating
income/expenses, net
Operating loss -784 -490

-1,732 1,854 704 212 1,038
-1,764 -484 -3,522

The segments developed as follows in 2001:

Rest of

Americas Germany Europe Other Total
Revenues before
consolidation 41,796 96,204 56,199 5,197 199,396
Internal sales revenues -2,706 -5,551 -7,738 -523  -16,518
Revenues 39,090 90,653 48,461 4,674 182,878
Cost of revenues -28,022 -69,973  -33,751 -3,565 -135,311
Gross profit 11,068 20,680 14,710 1,109 47,567
Marketing and selling
expenses -3,878 -9,642 -4,670 -452  -18,642
General and
administrative expenses -6,920 -14,386  -7,604 -733  -29,643
Research and
development expenses 0 -5,080 0 0 -5,080
Amortization of
goodwill and
intangible assets -2,041 -537 -740 0 -3,318
Other operating
income/expenses, net  -1,388 3,444 -685 -167 1,204
Operating loss -3,159 -5,521 1,011 -243 -7,912

The operating loss of the segments includes all costs of revenues, selling,
general and administrative, research and development, amortization and
other operating income and expenses. The chief operating decision makers
regard taxes and the financial result on a global basis. Thus, the chief opera-
ting decision makers evaluate the segments’ performance before these figures.
Therefore the segments are presented without taxes and the financial result.
There is no presentation of assets for each segment, since they are of minor
importance for the itelligence Group as a consulting company and not regar-
ded by the chief operating decision makers in their operational decision-
making.

Sales and purchases between segments are made at arm's length prices.

The segment “Other” contains all activities not belonging to the core business
of the itelligence Group.

In fiscal year 2002, revenues of over 10 percent were not generated with any
individual customers.

itelligence
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Notes to the Consolidated Financial Statements

25. Main Differences between German and US Accounting

Preliminary Remark

As a German parent company, itelligence AG is required to prepare consoli-
dated financial statements according to the accounting provisions of the
German Commercial Code (HGB).

In accordance with Sec. 292a HGB, a company is exempted from this requi-
rement if consolidated financial statements are prepared and published accor-
ding to internationally accepted accounting principles (US GAAP or IFRS). To
claim exemption the main differences between the accounting methods
applied and the German regulations must be described.

Basic Differences

The objective of accounting under US GAAP differs fundamentally from that
of the German Commercial Code. While the primary aim of US GAAP is to
provide investors with useful information for the purposes of decision-
making, HGB accounting places greater emphasis on protecting the rights of
creditors and on the prudence concept. As a result, US GAAP attaches greater
importance to comparability - both over time and between companies - and
to the determination of the actual performance of the company on the basis
of financial data.

Deferred Taxes

Under German commercial law, no deferred tax assets are recognized on loss
carryforwards. Under US GAAP, on the other hand, deferred tax assets must
be recognized on loss carryforwards to the extent that it is more likely than
not that they will be realized. If realization is improbable, appropriate allo-
wances should be made.

Goodwill and Intangible Assets

Goodwill acquired for a consideration and intangible assets must undergo
both scheduled and extraordinary amortization in accordance with the
German Commercial Code. As already explained in detail in Note 4, SFAS No.
142 forbids the scheduled amortization of goodwill and intangible assets
with an indefinite useful life on acquisitions initiated after June 30, 2001.

Investments and Securities

Marketable investments and securities are valued according to German
accounting regulations at cost or the lower fair value on the balance sheet
date. Unrealized losses are included in earnings. Under US GAAP, investments
and securities are split into the following categories:

Held-to-maturity securities
Trading securities
Available-for-sale securities

The investments and securities held by the Company are classified as availa-
ble-for-sale securities and therefore valued under US GAAP at fair value on the
balance sheet date.

Revenue Recognition

The Company’s revenues mainly result from the consulting business. Under
the German Commercial Code, revenues from the consulting business are
realized when projects are finalized. Under US GAAP, revenues are recognized
according to the percentage-of-completion method taking any risks into
account.

Under the German Commercial Code, the realization of revenues from soft-
ware licenses depends on the terms of payment. By contrast, according to SOP
No. 97-2, “Software Revenue Recognition”, longer terms of payment are seen
as an indication that the license fee has not been fixed and therefore may not
be realized until payment is due.

itelligence

itelligence generally concludes license agreements and software maintenance
agreements with its customers. The maintenance fee is usually calculated as a
standard percentage of the license revenues. If a charge-free service period was
agreed, an accrual has to be set up under the German Commercial Code equal
to the anticipated costs. By contrast, under SOP No. 97-2, the maintenance
fee agreement, which is under the standard percentage rate, and the provision
of charge-free services are deemed as a discount on the license price of the
software. The software revenues must therefore be reduced by the fair value of
the charge-free services and/or the difference between the standard percenta-
ge rate and the revenues from software maintenance must be accordingly
increased during the period in which the services are rendered.

Other Disclosures
Revenues by product division (Sec. 314 No. 3 HGB)

Revenues by product division break down as follows:

2002 2001

KEUR KEUR

Consulting 121,421 141,295
Licenses 16,977 16,996
Outsourcing & Services 27,541 22,444
Other 2,603 2,143
Total 168,542 182,878

Cost of Materials

Using the cost-summary method, the cost of materials totaled KEUR 31,137
in fiscal year 2002.

Personnel Expenses and Average Number of Employees

Using the cost-summary method, personnel expenses totaled KEUR 107,149
in fiscal year 2002.

In fiscal year 2002, the itelligence Group employed an average of 1,460
employees (salaried employees).

Declaration of Compliance with the Corporate Goverance Code
Pursuant to Sec. 161 of the German Stock Corporation Act (AktG)

The Management Board and Supervisory Board have submitted the declarati-
on required under Sec. 161 AktG stating that the recommendations of the
“German Corporate Governance Code” issued by the Federal Ministry of
Finance in the official section of the electronic form of the Federal Gazette have
been implemented as well as what recommendations have not yet been imple-
mented. The information is also available on itelligence AG’s homepage.



Management Board and Supervisory Board

Management Board

Herbert Vogel

CEO

Organizational unit: Germany, Austria, Switzerland
Outsourcing & Services, Investor Relations, Marketing

Burkhard Berner
Organizational unit: International

Prof. Dr. Hermann Hueber
Organizational unit: Finance, Legal, Tax and Controlling
Technology & Integration, Investments, Products

Norbert Frank (until September 30, 2002)

The compensation paid to the members of the Management Board in 2002
totaled KEUR 1,035 (prior year: KEUR 1,077). Compensation is broken down
into fixed salary components of KEUR 935 and variable salary components of
KEUR 100. There are pension obligations of KEUR 208 towards former board
members.

Supervisory Board Other boards

Dr. Markus Wenserski

Chairman

Lawyer, tax advisor, partner
Haarmann, Hemmelrath & Partner

Hans-Holger Lamb
Deputy Chairman

Dr. Andreas Leimbach
Member of the Regional
Management Team, North
Dresdner Bank AG

Member of the advisory board
Peppermint Holding GmbH,
Berlin

Member of the Exchange
Council of the Hamburg
Stock Exchange

Wolfgang Schmidt

Peter Schultz-Ossmer (until February 2002)
Lawyer

Leonhard H. Fischer (until February 2002)
Chief Executive Officer
Winterthur Group

The compensation paid to the members of the Supervisory Board in the fiscal
year totaled KEUR 55 (prior year: KEUR 120). The members of the
Supervisory Board received compensation of KEUR 40 in 2002 for consul-
tancy work.

Frankfurt am Main, March 11, 2003

The Management Board

Herbert Vogel Prof. Dr. Hermann Hueber Burkhard Berner
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Consolidated Statement of Fixed Assets for Fiscal Year 2002 (US-GAAP)

Acquisition and production cost

Balance Currency
carried forward translation Additions Disposals Balance
Jan. 1, 2002 Jan. 1, 2002 Dec. 31, 2002
KEUR KEUR KEUR KEUR KEUR
Intangible assets
Computer software 1,847 -79 565 361 1,972
Goodwill 23,203 -1,986 872 0 22,089
25,050 -2,065 1,437 361 24,061
Property, plant and equipment
Land and buildings 4,372 126 0 0 4,498
Leasehold improvements 945 -491 42 0 496
Computer hardware 8,127 -96 2,161 631 9,561
Fixtures, fittings
and office equipment 8,359 -482 838 631 8,084
Vehicle fleet 24 24 44 44 48
Investment grant -1,140 0 193 0 -947
20,687 -919 3,278 1,306 21,740
Financial assets
Shares in associated
companies 37 0 0 0 37
Investments 10 0 0 0 10
Securities 4,203 0 0 7 4,196
4,250 0 0 7 4,243
Total 49,987 2,984 4,715 1,674 50,044

* Whrite-up
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Balance
carried forward

Jan. 1, 2002
KEUR

1,345
5,559
6,904

160
175
3,608

4,693

8,644

3,771
3,771

19,319

Accumulated depreciation

Currency
translation

Jan. 1, 2002
KEUR

-397
-449

200
-215
54

412

-368

O O 0O Oo

-817

Additions

KEUR

369
1,462
1,831

149
100
2,238

1,448
13

3,948

-163
163~

5,616

Disposals

KEUR

266

266

208

442

655

O 0O 0O 0o

921

Balance

Dec. 31, 2002
KEUR

1,396
6,624
8,020

508
60
5,692

5,287
21

11,569

3,608
3,608

23,197

Net book values

Dec. 31, 2002 Dec. 31, 2001

KEUR

576
15.465
16,041

3,888
436
3,869

2,797
27
-947
10,171

37
10
588
635

26,847
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KEUR

501
17,644
18,145

4,211
770
4,519

3,666
16
-1.140
12,041

37
10
432
479

30,665
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Report of Independent Auditors

Report of Independent Auditors

We have audited the consolidated financial statements pre-
pared by itelligence AG, Frankfurt am Main, consisting of
the balance sheet, statement of income, statement of chan-
ges in shareholders’ equity, statement of cash flow and the
notes for the business year from January 1, 2002 to De-

cember 31, 2002.

The preparation and content of the consolidated financial
statements are the responsibility of the Company’s Manage-
ment Board. Our responsibility is to assess whether the
consolidated financial statements comply with the US gen-
erally accepted accounting principles (US GAAP) based
on our audit. We conducted our audit of the consolidated
financial statements in accordance with German auditing
regulations and in compliance with the generally accepted
standards for the audit of financial statements set forth by
the Institute of Public Auditors in Germany (IDW). Those
standards require that we plan and perform the audit to
obtain reasonable assurance that the consolidated financial
statements are free of material misstatement. Knowledge of
the business activities and the economic and legal environ-
ment of the Group and evaluations of possible misstate-
ments are taken into account in the determination of audit
procedures. Evidence supporting the disclosures in the con-
solidated financial statements are examined on a test basis
within the framework of the audit. The audit includes
assessing the accounting principles used and significant
estimates made by management, as well as evaluating the
overall presentation of the consolidated financial state-
ments. We believe that our audit provides a reasonable

basis for our opinion.

In our opinion, the consolidated financial statements pre-
sent a true and fair view of the net assets, financial position
and results of operations of the Group, as well as of the cash

flows during the business year in conformity with US GAAP.

itelligence

Our audit, which included the group management report
prepared by the Management Board for the business year
from January 1, 2002 to December 31, 2002, gave no cause
for qualification. In our opinion, the group management
report and the other disclosures in the consolidated finan-
cial statements accurately present the situation of the Group
and the risks to its future development. We also confirm
that the consolidated financial statements and the group
management report for the business year from January 1,
2002 to December 31, 2002 comply with the requirements
exempting the Company from the preparation of consoli-
dated financial statements and a group management report

in accordance with German law.

Without qualifying this opinion, we draw attention to the
Company’s disclosures under “Financing Activities” in the
notes to the financial statements and “Financing and
Liquidity” in the group management report. It is stated
there that the Company’s ability to continue as a going

concern is at risk due to liquidity constraints.

Ernst & Young
Revisions- und Treuhandgesellschaft mbH
Wirtschaftspriifungsgesellschaft

Steuerberatungsgesellschaft

Klein Koch
Wirtschaftspriifer Wirtschaftspriifer

Eschborn/Frankfurt am Main, March 11, 2003
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itelligence AG - Balance Sheet as of December 31, 2002 and 2001

Assets

Fixed assets
Intangible assets

Software and industrial rights

Property, plant and equipment
Leasehold improvements

Fixtures, fittings and office equipment

Financial assets
Shares in affiliated companies

Investments

Current assets
Inventories
Work in process

Merchandise

Accounts receivable and other assets
Trade accounts receivable
- of which due in more than one year
KEUR O (prior year: KEUR 0O)
Accounts receivable from affiliated companies
- of which due in more than one year:
KEUR 5,547 (prior year: KEUR 8,630)
Accounts receivable from companies in which
investments are held
- of which due in more than one year:
KEUR O (prior year: KEUR O]
Other assets
- of which due in more than one year
KEUR 350 (prior year: KEUR 351)

Cash in hand, bank balances and checks

Prepaid expenses

341

303
1,747
2,050

19,147
36

19,183
21,574

3,041
1,736
4,777

13,375

11,810

1,746

27,035

2,717
34,529

114
56,217

(HGB)

204

319
3,129
3,448

21,366
61

21,427
25,079

3,126
2,353
5,479

17,624

15,476

3,104
36,204
5,116

46,799

71,884



Liability and Shareholders' Equity

Equity
Subscribed capital*
Capital reserve

Accumulated loss

Accruals
Accruals for pensions and similar obligations
Tax accruals

Other accruals

Liabilities
Loans
- of which due within one year:
KEUR 557 (prior year: KEUR 335)

- of which convertible: KEUR 557 (prior year: KEUR 780)

Liabilities due to banks
- of which due within one year:
KEUR 8,696 (prior year: KEUR 12,128)

Advance payments received on account of orders

- of which due within one year:
KEUR 2,847 (prior year: KEUR 1,788)
Trade accounts payable
- of which due within one year:
KEUR 3,451 (prior year: KEUR 3,717)
Liabilities due to affiliated companies
- of which due within one year
KEUR 1,848 (prior year: KEUR 1,006)
Liabilities due to companies in which
investments are held
- of which due within one year:
KEUR 44 (prior year: KEUR 63)
Other liabilities
- of which due within one year
KEUR 5,340 (prior year: KEUR 5,530)

Deferred income

* Conditional capital: KEUR 1,636 (prior year: KEUR 1,636)

2002
KEUR

16,771
12,381

-7,947
21,205

510

4,328

4,838

557

9,642

2,847

3,451

3,861

44

9,671

30,073

101
56,217
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2001

16,771
12,381

0
29,152

574
802
5,418
6,794

760

13,360

1,788

3,717

4,576

63

11,436

35,700

238
71,884
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itelligence AG - Statement of Income for Fiscal Year 2002 and 2001 (HGB)

Sales
Cost of sales
Other operating income
Cost of materials
Cost of purchased goods
Cost of purchased services
Personnel expenses
Wages and salaries
Social security and other pension

costs

- of which for old-age pensions: KEUR 389 (prior year:

Amortization/depreciation
on intangible assets and
property, plant and equipment
Other operating expenses
Income from investments
- of which from affiliated companies:
KEUR 75 (prior year: KEUR 12)

Income from profit and loss transfer agreements

Other interest and similar income
- of which from affiliated companies:
KEUR 1,034 (prior year: KEUR 1,179)
Amortization of financial assets
Expenses from loss absorption
Interest and similar expenses
- of which for affiliated companies:
KEUR -185 (prior year: KEUR -273)

Result from ordinary activities

Extraordinary expenses

Extraordinary result

Income taxes
Other taxes

Net loss for the year

Loss carried forward from the prior year
Withdrawals from capital reserve

Accumulated loss

78,5689
-85
2,536

4,904
13,753

-40,210

-5,860

KEUR 48)

-1,740
-20,020
80

594
1,400

780
2,184
1,494

-7,851

-7,947

-7,947

83,966
3,126
2,933

-3,825
-18,315

-42,982

-6,085

-2,131
-24,110
206

1,055
1,555

-1,371
-1,333

-7,457

-203,739
-203,739

213
-90
-211,073

-15,897
226,870
0



itelligence AG - Notes to the Financial Statements

[, I. General Information
1. Basis, Application of the Provisions of the German Commercial Code

The financial statements for 2002 have been prepared in accordance with the
legal provisions of the German Commercial Code (HGB) and the German
Stock Corporation Act (AktG). itelligence AG is a large corporation as defined
by Sec. 267 (3) HGB.

2. Legal Background and Merger

The Company’s fiscal year is the calendar year. The financial statements have
been prepared in euros.

itelligence AG was founded by an agreement dated May 16, 2000 and entered
in the commercial register of the Frankfurt am Main Local Court under HRB
49841 on July 6, 2000. It was founded as a holding company with the aim of
merging SVC AG Schmidt Vogel Consulting and APCON AG. The merger of
the companies was completed during the course of fiscal year 2001 and itelli-
gence AG lost its holding function by merging with the operationally active
companies. Since the merger, itelligence AG has remained active as an opera-
ting company.

itelligence AG has several branches and subsidiaries in Germany. The
Company also has subsidiaries in the United States, Switzerland, Austria,
Brazil, Italy, Spain, the United Kingdom, Norway, the Czech Republic,
Slovakia, the Netherlands, Belgium, France, Poland, Slovenia, Hungary and
the Ukraine.

Il. Accounting and Valuation Policies
The accounting and valuation methods correspond to those of the prior year.

The amounts stated in the balance sheet of December 31, 2001 have been car-
ried over unchanged as the opening balance.

Intangible assets and property, plant and equipment were stated at acquisiti-
on cost. Scheduled depreciation was charged according to the straight-line
method on the basis of the expected useful lives of the assets and in accor-
dance with tax provisions. Low-value items were expensed in full in the year
of acquisition.

Shares in affiliated companies were stated at acquisition cost. Write-downs
were performed for the first time in fiscal year 2002 to account for permanent
value impairments.

Inventories are shown at acquisition or production cost with due regard to the
lower of cost or market principle.

Work in process was valued on the basis of hours worked at direct costs plus
overheads eligible for capitalization taking the lower of cost or market princi-
ple into consideration.

Accounts receivable and other assets were recorded at nominal value.
Recognizable specific risks are accounted for by valuation allowances. The
general credit risk is covered by a general bad debt allowance for receivables.

Cash in hand and balances at banks are recorded at nominal value.
Prepaid expenses are determined on an accrual basis.

Pension accruals are valued at fair market value in accordance with tax provi-
sions (Sec. 6a of the German Income Tax Act (EStG)).

Tax accruals and other accruals were set up in the amount that is likely to be
utilized and take all further recognizable risks and contingent liabilities into
account.

Liabilities are stated at the amount repayable. If the rate on the balance sheet
date was higher than the rate on the transaction date for liabilities in foreign
currency, the liability was valued at the higher rate on the balance sheet date.

ll. Notes to the Balance Sheet and Statement of Income

Fixed Assets

The classification and development of the fixed assets pursuant to Sec. 268
(2) HGB in fiscal year 2002 can be seen in the attached analysis of fixed assets.
Scheduled amortization/depreciation was charged using the straight-line

method according to the probable useful lives of the assets.

The normal useful lives used here are:

Software and industrial rights 3 years
Computer hardware 3 years
Leasehold improvements 5-10 years
Fixtures, fittings and office equipment 8-10 years
Financial Assets/Investment Holdings
Financial assets comprise: Net
income/
Shares  Equity loss
Affiliated companies: in% KEUR KEUR
APCON Media Company GmbH, Hamburg 100 -248 -92
APCON Nielsen Consulting GmbH, Hamburg 100 347 -8
APCON International Business Systems
Gesellschaft fiir DV-Beratung mbH, Hamburg 100 1,426 594*
APCON Business Consulting Gesellschaft fiir
Managementberatung mbH, Hamburg 100 -175 -280*
ASECON GmbH, Bielefeld 100 -180 0
itelligence AG, Urdorf, Switzerland 100 1,033 1,391
itelligence AS, Oslo, Norway 100 -711 -86
itelligence Business Software Inc.,
Westchester, USA 100 3,138 -415
itelligence Business Solutions GmbH,
Vienna, Austria 100 -39 -523
itelligence Business Solutions Ltd.,
London, England 100 -1,240 -376
itelligence Business Solutions s.p.r.l.,
Brussels, Belgium 100 235 179
itelligence BV, Eindhoven, Netherlands 100 241 32
itelligence d.o.o., Ljubiljana, Slovenia 100 416 10
itelligence Erste Beteiligungs GmbH, Frankfurt 100 104 4
itelligence Hungary Kft., Budapest, Hungary 100 1,123 348
itelligence Inc. Cincinnati, USA 100 10,430 984
itelligence Innovative Solutions Inc., Dallas, USA 100 2,139 -450
itelligence Int’l, Kiev, Ukraine 100 284 194
itelligence Outsourcing Inc., USA 100 -255 -315
itelligence Outsourcing und Services GmbH,
Bautzen 100 -123 -218*
itelligence S.A., Paris, France 100 -775 -787
itelligence S.A., Sao Paolo, Brazil 100 -307 -367
itelligence S.r.l., Milan, Italy 100 -1,968 -1,239*
itelligence s.r.o., Bratislava, Slovakia 100 757 26
itelligence s.r.o0., Prague, Czech Republic 100 -204 -241
itelligence SP.Z.0.0., Warsaw, Poland 100 932 -266
itelligence VC-Holding GmbH, Frankfurt 100 -4,230 -3,913
Servicios informaticos itelligence S.A.,
Barcelona, Spain 100 263 -1,112
it- go GmbH, Hamburg
(formerly APCON Network Solutions GmbH,
Hamburg) 85 254 66
ITC Information Technology Consulting GmbH,
Detmold 56 789 234
itelligence Financial Solutions GmbH, Hamburg 52 320 170
HONICO SYSTEMS GmbH, Hamburg 51 68 =77
it-WPS Workplace Solutions Gesellschaft fiir
DV-Beratung mbH, Hamburg 24 ** 175 39

* net income/loss (equity) before profit transfer/loss absorption
** majority of voting rights
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itelligence AG - Notes to the Financial Statements

Net

income/

Shares  Equity loss

Investments > 20% in% KEUR KEUR
Dr. Lindner & Partner GmbH,

Oerlinghausen 50 74 9

BfL GmbH & CO, Eschborn Less than 1% 10,841 1,812

IT-GO GmbH, Walldorf, merged with itelligence Outsourcing und Services
GmbH, Bautzen, in fiscal year 2002. In addition, SAPRYMA S.L., Spain, also
merged with Servicios Informaticos itelligence S.A., Spain. The remaining
carrying amount of the investment resulting from the merger of KEUR 611 was
written off in full.

On March 11, 2002, itelligence AG contributed 52 percent to the formation of
itelligence Financial Solutions GmbH.

On April 17, 2002, the Company sold the investment in Procoma GmbH.

In fiscal year 2002, itelligence AG acquired an additional 25 percent in
APCON Media Company GmbH. APCON Media Company GmbH is cur-
rently undergoing liquidation. The carrying amount of the investment of
KEUR 94 has been written off in full. The investment indirectly held by Media
Company in Furnity GmbH was released due to the company’s liquidation.

In fiscal year 2002, the capital of itelligence S.r.1., Milan, Italy, was reduced by
KEUR 88. The remaining investment of KEUR 10 was subsequently written off
in full.

The carrying amount of the Asecon investment of KEUR 65 was written off in
full.

Accounts Receivable and Other Assets

Accounts receivable from affiliated companies include trade accounts receiva-
ble of KEUR 2,773 (prior year: KEUR 3,575) and accounts receivable from the
joint cash pooling of KEUR 2,997 (prior year: KEUR 2,545). In the event of
insolvency, the loans to itelligence Business Solutions GmbH, Austria, will
have subordinate status. Other assets contain receivables from the tax office
of KEUR 400 (prior year: KEUR 1,862).

Capital Stock

The capital stock is divided into 16,771,202 no-par value bearer shares each
with a notional share of capital stock of EUR 1. It has remained unchanged
against the prior year.

Authorized capital is EUR 5,516,333 until June 30, 2005.

Accruals for Pensions

There are defined benefit obligations for one active member and three former
members of the Management Board. Accruals have been set up for these obli-
gations. The accrual stated as of the balance sheet date is equal to the fair
values of the obligations for tax purposes (Sec. 6a EStG) as calculated by an
independent actuary using an interest rate of 6 percent and the 1998 morta-
lity tables published by Heubeck Richttafeln GmbH, Cologne. The year-on-
year decrease in this item results from the transfer of claims due to the depar-
ture of a member of the Management Board.
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Other Accruals

Other accruals chiefly contain accruals for personnel of KEUR 2,580 (prior
year: KEUR 3,283), outstanding invoices of KEUR 537 (prior year: KEUR 914)
and warranties of KEUR 457 (prior year: KEUR 425).

Liabilities

As of the balance sheet date, the Company had the following liabilities:

Value
Due Due as of
within in1 Dec. 31,
1 year to 5 years 2002
KEUR KEUR KEUR
Loans 557 0 557
Liabilities due to banks 8,696 946 9,642
Advance payments received on
account of orders 2,847 0 2,847
Trade accounts payable 3,451 0 3,451
Liabilities due to affiliated
companies 3,861 0 3,861
Liabilities due to companies
in which investments are held 44 0 44
Other liabilities 5,340 4,331 9,671
Total 24,796 5,277 30,073

itelligence AG issued a convertible bond for a total par value of EUR 363,545
on March 23, 2001. The term of the convertible bond runs until March 23,
2006 and it bears 6 percent interest p.a. The bonds with a par value of EUR 1
entitle the bearer to make an additional payment of EUR 12.29 to convert
each into one no-par value share in itelligence AG. The conversion right may
be exercised for the first time on March 23, 2003 and for the last time on
March 23, 2006.

Convertible bonds totaling EUR 218,346 were still on hand as of December
31, 2002. The reduction is a result of repayments to employees who have left.

itelligence AG issued a warrant-linked bond for a total par value of EUR 6,096
on March 23, 2001. The term of the warrant-linked bond runs until May 23,
2006 and it bears 6 percent interest p.a. Each bond of a par value of EUR 1
includes ten bearer warrants (EUR 60,960) entitling the bearer to acquire one
share in itelligence AG for a price of EUR 13.29. The warrant may be exerci-
sed for the first time on March 23, 2003 and for the last time on March 23,
2006.

The following convertible and warrant-linked bonds of SVC AG were trans-
ferred to itelligence AG in the course of the merger:

SVC AG issued a convertible bond for a total par value of EUR 428,594 on
May 3, 1999. The term of the convertible bond runs until May 4, 2004 and it
bears 4 percent interest p.a. The bonds with a par value of EUR 1 entitle the
bearers to make an additional payment of EUR 19.70 to convert each into one
no-par value share in SVC AG. The conversion right may be exercised for the
first time on May 4, 2001 and for the last time on April 30, 2004.



A second convertible bond with a par value of EUR 102,599 and a term from
June 23, 1999 to May 4, 2004 was issued on June 23, 1999 at 4 percent inte-
rest p.a. If converted to shares, the conversion price is 115 percent of the aver-
age (arithmetic mean) closing price of the last five days of trading at the
Frankfurt Stock Exchange prior to the decision to issue the bonds, i.e. the last
five trading days before June 23, 1999.

A third convertible bond with a total par value of EUR 963 and a term from
November 3, 1999 to November 3, 2004 was issued on November 3, 1999
and bears 4 percent interest. If converted to shares, the conversion price is 115
percent of the average (arithmetic mean) closing price of the last five days of
trading at the Frankfurt Stock Exchange prior to the decision to issue the
bonds, i.e. the last five trading days before November 3, 1999.

Of these tranches, convertible bonds of EUR 271,522 were still on hand as of
December 31, 2002. The reduction is a result of repayments to employees who
have left.

SVC AG issued a warrant-linked bond for a total par value of EUR 5,877 on
May 3, 1999. The term of the warrant-linked bond runs until May 4, 2004 and
it bears 4 percent interest p.a. Each bond of a par value of EUR 1 includes ten
bearer warrants entitling the bearer to acquire one share in SVC AG for a price
of EUR 20.70. The warrant may be exercised for the first time on May 4, 2001
and for the last time on April 30, 2004.

Other liabilities include tax liabilities of KEUR 2,170 (prior year: KEUR 1,882)
and social security obligations of KEUR 1,060 (prior year: KEUR 1,027).
Revenues

Revenues broken down by division are as follows:

Jan. 1 to Dec. 31, Jan. 1 to Dec. 31,

2002 2001

KEUR KEUR

Consulting 63,101 72,117
Licenses 7,368 6,513
Outsourcing & Services 6,377 5,035
Other 2,352 493
Sales deductions -629 -192
78,569 83,966

KEUR 1,407 (prior year: KEUR 1,064) of revenues was generated abroad.

Extraordinary Expenses in the Prior Year

The extraordinary expenses in the prior year result from the losses arising
from the merger between SVC AG and APCON AG into itelligence AG as of
January 1, 2001.

IV. Other Mandatory Disclosures

Declaration of Compliance with the German Corporate Governance Code
Pursuant to Sec.161 of the German Stock Corporation Act (AktG)

The Management Board and Supervisory Board have submitted the declarati-
on required under Sec. 161 AktG stating that the recommendations of the
“German Corporate Governance Code” issued by the Federal Ministry of
Finance in the official section of the electronic version of the Federal Gazette
have been implemented as well as what recommendations have not yet been
implemented and disclosed this on the internet on itelligence AG’s homepage.

Contingent Liabilities and Other Financial Obligations

The assets relating to Konigsbreede 1, Bielefeld have been assigned to Spar-
kasse Herford as security.

There are contingencies from guarantees of KEUR 4,578 (prior year: KEUR 2,606),
of which KEUR 2,903 is to affiliated companies (prior year: KEUR 2,600).

Rental and leasing obligations from fixed-term and indefinite agreements are
spread over the following years as follows:

KEUR
Payable in 2003 4,288
Payable in 2004 3,212
Payable in 2005 1,778
Payable in 2006 1,245
Payable in 2007 1,055
Thereafter 8,797

Other financial obligations primarily contain the annual costs for the office
buildings in Bielefeld of KEUR 724 and annual leasing obligations for com-
pany vehicles of KEUR 2,191.

The Company has undertaken to furnish the subsidiaries in Italy, France and
the United Kingdom with funds if losses are generated in order to ensure their
equity and liquidity base.

Annual Average Number of Employees

An average of 685 salaried staff (prior year: 745) were employed in fiscal year
2002. As of December 31, 2002, the Company employed 666 persons.
Appropriation of Loss

The net loss for the year of KEUR -7,947 combined with the loss carryforward

of KEUR 0 results in an accumulated deficit of KEUR -7,947. It is proposed to
carry the accumulated deficit forward to new account.

itelligence
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itelligence AG - Notes to the Financial Statements

Disclosures Concerning the Company’s Executive Bodies

Management Board

Herbert Vogel

CEO

Organizational unit: Germany, Austria and Switzerland
Outsourcing & Services, Investor Relations and Marketing

Burkhard Berner
Organizational unit: International

Prof. Dr. Hermann Hueber
Organizational unit: Finance, Legal, Tax and Controlling,
Technology & Integration, Investments, Products

Norbert Frank (until September 30, 2002)
Compensation for the members of the Management Board in 2002 amoun-
ted to KEUR 1,035 (prior year: KEUR 1,077). It is broken down into fixed and

variable salary components of KEUR 935 and KEUR 100, respectively.
There are pension obligations to former board members of KEUR 208.

itelligence

Supervisory Board Other boards

Dr. Markus Wenserski

Chairman

Lawyer, tax advisor, partner
Haarmann, Hemmelrath & Partner

Hans-Holger Lamb
Vice Chairman

Dr. Andreas Leimbach
Member of the Regional
Management Team, North
Dresdner Bank AG

Member of the advisory board
Peppermint Holding GmbH,
Berlin

Member of the Exchange
Council of the Hamburg
Stock Exchange

Wolfgang Schmidt

Peter Schultz-Ossmer (until February 2002)
Lawyer

Leonhard H. Fischer (until February 2002)
Chief Executive Officer
Winterthur Group

Compensation for the members of the Supervisory Board in the fiscal year
amounted to KEUR 55 (prior year: KEUR 120).

One member of the Supervisory Board received compensation of KEUR 40
in 2002 for consultancy work.

Frankfurt am Main, March 11, 2003

The Management Board

Herbert Vogel Prof. Dr. Hermann Hueber Burkhard Berner
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itelligence AG - Statement of Fixed Assets for Fiscal Year 2002

Aquisiton and Production Cost

Additions Reclassifications Disposals
Jan. 1, 2002 Jan. 1, 2002
TEUR TEUR TEUR TEUR
Intangible assets
Software and
industrial rights 986 351 0 0
986 351 0 0
Property, plant and equipment
Leasehold improvements 471 11 34 0
Fixtures, fittings and
office equipment 7,383 307 -34 311
7,854 318 0 311
Financial assets
Shares in affiliated
companies 21,366 3,164 @] 4,603
Investments 81 0 0 25
21,427 3,164 0 4,628
30,267 3,833 0 4,939

itelligence

Dec. 31, 2002
TEUR

1,337
1,337

516

7,345
7,861

18,927

36
19,963
29,161



Jan. 1, 2002
TEUR

782
782

152

4,254
4,406

5,188

Accumulated Depreciation

Provisions

TEUR

214
214

57

1,468
1,526

780

780
2,520

Reclassifications

TEUR

O O O O

Reversals

TEUR

121
121

@]

121

Dec. 31, 2002
TEUR

996
996

213

5,598
5,811

780

780
7,587

Net book values

Dec. 31, 2002 Dec. 31, 2001

TEUR

341
341

303

1,747
2,050

18,147

36
19,183
21,574
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TEUR

204
204

319

3,129
3,448

21,366

61
21,427
25,079
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itelligence AG - Report of Independent Auditors

We have audited the annual financial statements, together
with the bookkeeping system, and the management report
of itelligence AG, Frankfurt am Main for the business year
from January 1, 2002 to December 31, 2002. The mainte-
nance of the books and records and the preparation of the
annual financial statements and management report in
accordance with German commercial law are the responsi-
bility of the Company’s management. Our responsibility is
to express an opinion on the annual financial statements,
together with the bookkeeping system and the manage-

ment report, based on our audit.

We conducted our audit of the annual financial statements
in accordance with Sec. 317 HGB (“Handelsgesetzbuch”:
German Commercial Code) and the generally accepted
standards for the audit of financial statements promulgated
by the Institut der Wirtschaftspriifer (in Deutschland)
(IDW). Those standards require that we plan and perform
the audit such that misstatements materially affecting the
presentation of the net assets, financial position and results
of operations in the annual financial statements in accor-
dance with (German) principles of proper accounting and
in the management report are detected with reasonable
assurance. Knowledge of the business activities and the
economic and legal environment of the Company and eva-
luations of possible misstatements are taken into account
in the determination of audit procedures. The effectiveness
of the accounting-related internal control system and the
evidence supporting the disclosures in the books and re-
cords, the annual financial statements and the manage-
ment report are examined primarily on a test basis within
the framework of the audit. The audit includes assessing
the accounting principles used and significant estimates
made by management, as well as evaluating the overall pre-
sentation of the annual financial statements and the mana-
gement report. We believe that our audit provides a reason-

able basis for our opinion.

Our audit has not led to any reservations.

In our opinion, the annual financial statements give a true
and fair view of the net assets, financial position and re-
sults of operations of the Company in accordance with
(German) principles of proper accounting. On the whole,
the management report provides a suitable understanding
of the Company’s position and suitably presents the risks

of future development.

Without qualifying this opinion, we draw attention to the
Company’s disclosures on “Significant Risks to Future De-
velopment” under “Financing and Liquidity” in the mana-
gement report. It is stated there that the Company’s ability
to continue as a going concern is at risk due to liquidity

constraints.

Ernst & Young
Revisions- und Treuhandgesellschaft mbH
Wirtschaftspriifungsgesellschaft

Steuerberatungsgesellschaft

Koch
Wirtschaftspriifer

Klein

Wirtschaftspriifer

Eschborn/Frankfurt am Main, March 11, 2003
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Report of the Supervisory Board

«=.‘qn9.-il_|h.l-l‘

Dr. Markus Wenserski, Chairman

Dear shareholders and friends of the Company,

At itelligence AG we can look back on a year in which the
Company was able to continue successfully positioning it-
self as a leading international full-service provider for SAP.
In 2002 itelligence joined SAP AG's initiative for the mid-
market and was awarded a prize by SAP for the most suc-
cessful system house in this sector in November. On an
international level, the close collaboration between itelli-
gence and SAP was highlighted by the award of the title
“SAP Global Services Partner” in January 2003. This is an
honor only bestowed on a small, select group of compa-

nies worldwide.

itelligence

Despite our successful positioning, the Company failed to
achieve its revenues and earnings targets for 2002. The
Management Board reacted swiftly, taking cost-cutting mea-
sures. The Supervisory Board will continue to provide high-
level support to management in adopting and implemen-

ting the measures to improve stability in 2003.

In 2001, the German government set up a government
commission to develop a Corporate Government Code.
This Code was finalized in February 2002.

The Management and Supervisory Boards of itelligence AG
issued their first declaration of compliance with the re-
commendations of the government commission on the
German Corporate Government Code pursuant to Sec. 161
of the German Stock Corporation Act (AktG) on December
18, 2002. These declarations will now be issued annually
and published on the internet at www.itelligence.de. In the
declaration pursuant to the Corporate Governance Code,
the Management and Supervisory Boards undertake to run
and manage the Company in a transparent and responsible

manner with a view to achieving added value.

In fiscal year 2002 the Supervisory Board was informed
regularly of the Company’s net assets, financial position
and results of operations in verbal and written reports given
by the Management Board. In the fiscal year, the Super-
visory Board met on February 20, 2002, March 15, 2002,
May 28, 2002, August 9, 2002, September 9, 2002 and on
December 5, 2002 and also adopted several resolutions by
circularization. The Supervisory Board informed itself regu-
larly and in detail about the course of business, the Com-
pany’s economic situation and development and about its
medium-term planning, including financial, investment
and personnel planning. It discussed the Company’s stra-
tegy and business policy in depth. The topics discussed by
the Supervisory Board included the implementation, re-
sults and continuation of the cost-cutting measures taken
since 2001 and the structural improvements at the foreign

subsidiaries adopted in mid-2002. Even between the regu-



lar Supervisory Board meetings, the Chairman was in con-
stant contact with the Management Board to obtain infor-
mation about important transactions and events. The
Management Board was represented at the Supervisory

Board meetings.

At the shareholders’ meeting of itelligence AG in Frankfurt
am Main on August 8, 2001, the resolutions passed inclu-
ded the new appointment of the Supervisory Board with a
view to future employee codetermination. In this connec-
tion Leonhard Fischer and Peter Schultz-Ossmer retired from
the Supervisory Board as planned on February 5, 2002. The
Supervisory Board would like to thank Mr. Fischer and Mr.
Schultz-Ossmer for their work on itelligence’s Supervisory

Board and their dedication to the Company.

In October last year, a committee was established to prepa-
re and initiate the complex employee representative elec-
tion process. The employee representatives will be elected
in March 2003. The Supervisory Board is made up of four
members elected by the shareholders” meeting and two
members elected by the employees. The Supervisory Board
has the following members: Hans-Holger Lamb (Deputy
Chairman), Andreas Leimbach, Wolfgang Schmidt and
Dr. Markus Wenserski (Chairman) who were reelected by

the shareholders’ meeting on May 28, 2002.

Management Board member Norbert Frank departed from
itelligence of his own accord as of September 30, 2002. We
would like to thank him for his many years of hard work.
With Mr. Frank’s departure, CEO Herbert Vogel has taken
on responsibility for Outsourcing & Services and CFO
Prof. Dr. Hermann Hueber is responsible for Customized

IT and Investments.

The Supervisory Board’s meeting on March 7, 2003 dealt
with itelligence’s consolidated financial statements and the
financial statements of itelligence AG as of December 31,

2002. Both sets of financial statements and the accounting

records were audited by itelligence’s auditors and an un-
qualified audit opinion with a supplementary note was
rendered on each. The audits of the financial statements
were conducted by Ernst & Young Revisions- und Treu-
handgesellschaft mbH Wirtschaftspriifungsgesellschaft
Steuerberatungsgesellschaft, Frankfurt am Main (formerly
Arthur Andersen Wirtschaftspriifungsgesellschaft Steuerbe-
ratungsgesellschaft mbH in Eschborn/Frankfurt am Main),
which was elected as auditor by the shareholders’ meeting
on May 28, 2002. The auditors attended the Supervisory
Board'’s discussion of the financial statements, reported in
detail on the course of the audits and were available to
provide additional information. The Supervisory Board
performed a thorough review of the financial statements of
itelligence AG and itelligence’s consolidated financial state-
ments. By resolution of March 12, 2003, the Supervisory
Board approved the financial statements of itelligence AG
presented by the Management Board and itelligence’s con-

solidated financial statements.

We would like to thank the Management Board and all the
employees of the Group for their outstanding commitment
and hard work in the past fiscal year and wish them every

success for 2003.

Frankfurt am Main, March 12, 2003

The Supervisory Board
Dr. Markus Wenserski

Chairman
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Shareholder Value

The Share

The situation on the capital markets in 2002 was unsatis-
factory for companies and shareholders alike. The German
share index DAX nose-dived from over 5,000 points at its
high in March to just over 2,500 points in October. The
DAX stood at 2,800 points at the end of the year. itelligen-
ce's reference index, the NEMAX All Share, was even harder
hit in 2002, losing over 65 percent. The itelligence share
more or less tracked the NEMAX IT services industry index
during the year dropping from some EUR 2.35 in January
to around EUR 1 at the end of 2002. Even itelligence’s
reports of a sound business situation and increased profita-
bility in the first three quarters failed to have a tangible

effect on the share price.

itelligence

As a Neuer Markt company, itelligence’s management wel-
comed the new share market segmentation by Deutsche
Borse. Being an international company, itelligence has
complied with all the transparency requirements now de-
fined for the Prime Standard since admission to the stock
market in September 2000. The itelligence share is now
listed in the technology industry index of the Prime All

Share Index.

Key figures of the itelligence share 2002
DVFA/SG earnings MEUR -16.1
Dividend -
High EUR 2.60
Low EUR 0.90
Cash flow according to DVFA/SG MEUR -0.3
Number of shares million 16.77
Stock market value at year-end MEUR 16.77
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Investor Relations

Being responsible for Investor Relations, CEO Herbert
Vogel had numerous meetings with shareholders, analysts
and the financial press in the past fiscal year. In view of the
weak financial market in 2002, the Management Board con-
sidered it important to communicate openly about the
Company and the course of business. Highlights of com-
munication with analysts and investors included the ana-
lyst forum at CeBIT 2002 in Hanover and the participation
at the Financial Forum in Frankfurt in November 2002.
Here the Management Board presented the Company’s
strategic alignment to national and international analysts.
Regular telephone conferences for analysts and the financi-
al press on the quarterly figures and a variety of meetings
with institutional investors round off our Investor Relations

activities.

February March April May June July
=== NEMAX-All-Share Index

August  September  October  November December  January February

= NEMAX IT-Services Index

itelligence also provides current information and an exten-
sive archive for those who are interested on the homepage
at www.itelligence.de. Stock market data, analyst reviews,
financial ratios and company reports are available under
“Investor Relations”. A section on Corporate Governance
was added in 2002. This contains the declaration of com-
pliance with the Corporate Governance Code and current
information on reportable securities transactions. All infor-
mation on the shareholders’ meeting, such as the agenda,
counter-motions and the outcome of voting is also publis-
hed here - in keeping with the recommendations of the

Corporate Governance Code.
A key objective of IR activities in 2003 is timely, up-to-date

and open communication with shareholders and the finan-

cial community at large.
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Shareholder Value

Shareholder Structure

As of December 31, 2002, iteligence AG's shares
are held by:

Wolfgang Schmidt 16.2 percent

Vogel family 15.9 percent
Petra Berner 9 percent
Frank family 7.6 percent
Lamb family 7.5 percent
Burkhard Berner 4.3 percent

Free float 39.5 percent

There were no major changes to the shareholder structure
in 2002, except for the sale of 11,852 itelligence shares by
Norbert Frank in the period from August 14 to September 4,
2002. At the end of the third quarter of 2002, Norbert Frank

left itelligence AG of his own accord.

itelligence

Directors Holdings

Members of the Management Board and Supervisory
Board held the following itelligence shares as of
December 31, 2002:

Shares
Management Board
Herbert Vogel 1,657,286
Burkhard Berner 721,223
Prof. Dr. Hermann Hueber 22,881
Supervisory Board
Dr. Markus Wenserski @]
Hans-Holger Lamb @]
Dr. Andreas Leimbach @]
Wolfgang Schmidt 2,723,167

Neither the Management Board nor the Supervisory Board
held convertible bonds of itelligence AG as of December 31,
2002.
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Corporate Governance

Corporate Governance

For the Management and Supervisory Boards of itelligence
AG, corporate governance means running and managing
the Company in a responsible manner with a view to
achieving long-term added value. For itelligence, the key
elements of good corporate governance are efficient colla-
boration between the Management and Supervisory Boards,
consideration of the interests of shareholders, and open-

ness and transparency of corporate communication.

In accordance with the provisions of the Corporate Gover-
nance Code, the policies governing the Supervisory and
Management Boards, collaboration between the two boards,
accounting and procedures at the shareholders’ meeting
were reviewed at itelligence. itelligence then adopted the
Corporate Governance Code in all significant respects. The
Management and Supervisory Boards explain any areas of

divergence in a corporate governance declaration.
This declaration of compliance and explanations of deviati-

ons are published on itelligence’s homepage and may also

be requested from the Company.
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Declaration of the Management Board and Supervisory
Board of itelligence AG pursuant to Section 161 of

the German Stock Corporation Law and Section 15 of
the Introductory Act to the German Stock Corporation

Law on the Corporate Governance Code

The Management Board and Supervisory Board of itelligen-
ce AG welcome the recommendations and rules of the
German Corporate Governance Code and have already
complied with most of its recommendations since the
foundation of itelligence AG. itelligence AG will commit to
the German Corporate Governance Code save for the follo-

wing sections:

Section 3.8: Deductible of D&O insurance policies
itelligence AG does not plan to change the current D&O in-
surance policies which do not provide for a deductible to be

borne by the Management and Supervisory Board members.

Sections 5.1.2 / 5.4.1: Age limit for members of the

Management Board and Supervisory Board

Currently, there is no age limit for members of the Manage-

ment Board and Supervisory Board. itelligence AG does



not plan to introduce an age limit for Supervisory Board
members because this would, in itelligence’s opinion,
restrict the shareholders’ right to elect the members of the
Supervisory Board. The current contracts of the members
of the Management Board do not include an age limit

because all existing contracts have been concluded for a

limited term which will end before the age limit is reached.

Future Management Board contracts will include an age

limit.

Sections 5.3.1 / 5.3.2: Supervisory Board committees with

sufficient expertise

In view of the small number of Supervisory Board mem-
bers, the formation of committees, especially of an audit
committee, has not made sense in the past and will not be

necessary going forward in itelligence’s opinion.

Section 5.4.5: Fixed and variable components of the

compensation system for Supervisory Board members

The compensation system for the members of the Super-
visory Board comprises no variable components. The intro-

duction of such components is not planned.

Section 6.6: Reporting of securities transactions

According to both the German Securities Trading Law and
the German Corporate Governance Code, the purchase and
sale of shares in the Company, or derivatives thereof, by
members of the Management Board or Supervisory Board
have to be reported without delay to the Company and the
Company has to publish the disclosure without delay.
According to the German Securities Trading Law, only tran-
sactions with a cumulative value of over EUR 25,000 wit-
hin 30 days have to be reported. In order to keep the flow
of information manageable, itelligence AG will continue to
inform its shareholders without delay about major transac-
tions pursuant to the German Securities Trading Law. The
German Corporate Governance Code does not include this

limit.

Frankfurt am Main, December 18, 2002
itelligence AG

Hind %/ St

For the Management Board For the Supervisory Board

Herbert Vogel Dr. Markus Wenserski

itelligence



Herbert Vogel Burkhard Berner Prof. Dr. Hermann Hueber
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Boards of the itelligence AG

Management Board:

Herbert Vogel
CEO - Germany, Switzerland, Austria,
Outsourcing & Services,

Investor Relations, Marketing

Burkhard Berner

International

Prof. Dr. Hermann Hueber
Finance and Controlling,
Technology & Integration,

Participations, Products

Supervisory Board:

Dr. Markus Wenserski

Chairman

Attorney, tax advisor, partner

Haarmann, Hemmelrath & Partner

Hans-Holger Lamb
Deputy Chairman

Dr. Andreas Leimbach

Member of the Regional Management Team, North

Dresdner Bank AG

Wolfgang Schmidt
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Important Events in 2003

April 9, 2003

May 13, 2003

May 23, 2003

August 7, 2003

November 6, 2003

itelligence

Financial Forum, Analysts’ Conference, Frankfurt

Publication of the three month report

itelligence shareholders’ meeting, Frankfurt

Publication of the six month report

Publication of the nine month report
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