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Background

In late September 1998, Corporate Valuation Services limited ("CVS") ppmsached by the Vice
President of Finance of EveryWare Development Inc., a small Canadian software company whose
shares were traded on the Alberta Stock Exchafdé.S. company, Pervasive Software Inc., had
approached Management with respect to an @dfeall the Shares of EveryWatdanagement wish

to obtain a verbal indication of a price per Share that would be "fair, from a financial point of view

to all Shareholders.

Scope of Work

CVS was given unfettered access to information documents, offaretsemployees of EveryWare,
and no limitation was put on its work particular, it relied on the following information, attached
as an appendix to this case.

1 Publicly available information, including the last three Quarterly Reports, (Pages 5 to 16);

9 Draft Financial Statements for the Year ended June 30, 1998, (Pages 19 to 35).

1 Schedule relating to EveryWare's Options (Page 36).

1 Material on Pervasive from the Internet (Page 4).

EveryWare

EveryWare was formed on June 30, 1997, by the amalgamation giredecessors, EveryWare
Development Canada Corp. ("EDCC"), whose shares were traded on the Alberta Stock Exchange
("ASE"), and InContext Systems Inc. ("InContext"), which was listed on the Toronto Stock
Exchange;the shares of EveryWare are traded on &@E. For accounting purposes the
amalgamation was treated as the acquisition of InContext by EB@€yWare adopted June 30 as

its fiscal year end.

The business of EveryWare is the development and sale of 'qutzform software for the
construction banalysis of dynamic Web application#'has two key product§ango Enterprise, a
Web application development environmearid, Bolero, a redime Internet decision support system
that monitors and analyzes Web site traflibese products are availalon the various operating
systems includingMlicrosoft Windows NT/95Sun Solaris|BM AIX; and, Apple Mac OS.
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Pervasive

Pervasive of Austin, Texas, with offices in Frankfurt, Paris, London, Brussels, Dublin, Tokyo and
Hong Kong, is a leading wordide supplier of "zereadministration embedded database software
for the costeffective deployment and support of packaged client/ server, Web enabled and
occasionally connected applications.”

The combination of EveryWare's products with Pervasive's embedteduhse is expected to provide
major benefits for EveryWare's current customers and Pervasive's regdliershe acquisition,
Pervasive has indicated it intends to "deliver a new suite of rapid development and zero administration
tools for packagedhternet applications."

In September 1997, Pervasive completed an Initial Public Offering resulting in cash position of US
$20 million at June 30, 19981 the year to that date, Revenues increased 50% fro24.S million

to US$36.7 million, with Net lkome rising from US$1.6 million to US$2.7 million. At June 30,

1998, Pervasive had 220 ftime employees, of which 87 were involved in Sales & Marketing, while
61 were in Research & Development.

Profit Record of EveryWare

The Profit Record of EveryWarby Quarter for the Years Ended June 30, 1997 ("EDCC") and June
30, 1998 are set out Pages 17 andli8he period, the Company only twice achieved EBITDA
(Earnings Before Interest, Taxes, Depreciation and Amortization), in the first Quarter of each year
The losses, on a pikax basis, have been substant$;012,000 in the 12 months to June 30, 1997
and $3,577,000 in the most recent year.

Even on an EBITRAD (Earnings Before Interest, Taxes, Research & Development, Amortization and
Depreciation) basij profits were only achieved in three Quartdiese ending September 30, 1996,
September 30, 1997, and December 31, 1997.

Even though overhead expenses were substantially reduced during the Quarter ending June 30, 1998,
significant losses are still beg incurred At the date of your engagement, it seemed unlikely that
Revenues for the Quarter ending September 30, 1998, would be significantly above $1,500,000,
resulting in a loss of about $250,00ff; the loss, only $70,000, relating to the amortizatidén
purchased technology (arising from the InContext acquisition), would be-easbrcharge.

Book Value

The following table sets out EveryWare's Shareholders' Equity at June 30, 1998 and the adjustments
required to give the Adjusted Net Worth at Septen@®, 1998, of $5,275,000 or $0.43 a Share.

© 1998James P Catty Page2
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$'000
Book Equity June 30 (3,408)
Less purchased technology (1,783)

1,625
Less estimated loss to Sept. 30 (250)
Tangible Net Worth Sept. 30 1,375
R&D from Jan. 1999 to June 199¢ 3,900
Adjusted Bookvalue 5,275

Share Trading

The following table summarizes the trading activity on the ASE of the Shares for the six months
ended September 30, 1998. that period, a total of 1,579,100 Shares traded for $954,800, at a
weighted average of $0.60 per Shate closing price on September 30 was $0Ttte Offer
represents a premium of 100% to weighted average trading price and 60% to the closing price.

Month  High Low Close Average Volume Value

$ $ $ $ $000 $'000
April 0.80 0.58 0.62 0.67 396.7 264.2
May 0.62 0.43 0.50 0.53 154.1 82.2
June 1.00 0.33 0.68 0.58 372.6 215.6
July 0.70 0.45 0.50 0.52 328.3 169.8
Aug. 0.66 0.50 0.50 0.55 81.8 45.2
Sept. 0.88 0.40 0.75 0.72 245.6 177.7

0.60 1,579.1 954.8
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EVERYWARE DEVELOPMENT INC.
FIRST QUARTER REPORT TO SHAREHOLDERS
SEPTEMBER 30, 1997

October 21, 1997
To Our Shareholders:

On behalf of the Board of Directors, please find enclosed the una@itedolidated Statement
of Earnings and Consolidated StatementCbfanges in Financial Position for ttieee months
ended September 30997 for Every Ware Development Inc.

Highlights of the Quarter

Revenue for the quarter ended September 30 increased 14% to $2, k@vgR0ed to $1,836,683
in the similar period in 1996. Increases in reveweee driven pimarily by the company'§/NIX
and Windows NT producversions. Operating profit was $89. Netloss for the period was
$206,007.

This quarter saw significant transitions for EveryWare. The commampleted the plan of
arrangement with InConté Systemdnc. on June 301997 and integrated the former InContext
products into EveryWaresroduct offerings throughout the quarter. In order to maximize the effect
of income tax loss carry forwards during the merger, EveryWare changksiciad year end to
June30 from December 31. This report, thereforepresents the first quarter of the Fiscal Year
1998.

Sales

During the quarter, EveryWare made two significant transitions in the@a@asization. The first
transitioned the company to an outlmoy field oriented structure. In the United States, the
company added direct representation in Silicon Valley, and the Northeast, Soutldeastughwest
areas. EveryWare also added OEM and Strategic Parapeesentation in Silicon Valley.
Outside of North Americahe Companywdded direct representation in Europe and Latin America,
increasing thé&european component of revenue to 15% from 2% in the previous quarter.

The second transition included a much greater focus on alternetamnels of distribution.
EveryWaresuccessfully introduced a significaniiyproved Alliance Partner program designed to
recruit and motivate Value Added Resellers and Web developers. As part of this program,
EveryWareadded over 50 new partners during the quarter.

© 1998James P Catty Pageb
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Management

In early Juy, EveryWare completed a managemerndnganization and consolidation. InContext and
EveryWare operations and staff were integratedsareémlinedResulting operating expenses were
reduced by 30% on a run rate basis.

On August 7, 1997, the company annoed the appointment of Don Whitbeck to the position of
President and CEO. Mr. Whitbeck brings over 20 years of management experience, including roles
in Sales, Marketing and Management with IBM, Hewldickard and Sun Microsystems, as well as
with threesoftware starup companies. Mr. Whitbeck's most recent experience was with a Toronto
based Internet products stap, Border Network Technologies Inc. Dan McKenzie stays on as
Chairman of the Board with particular responsibilities for OEM and Stratagind? sales.

Outlook

Looking forward to the second quarter of Fiscal Year 1998, the company sees additional revenue
coining from its increased activities outside North America, from the restructured Alliance Partner
program and through an increased salesence in the United States. EveryWare will continue to
make investments in expanding the sales organization and in additional marketinganvahlar

focus on new product introductions.

The second quarter will also sd® introduction of a major gpade to the company's flagship
product, Tango Enterprise. This upgrade will add significantfoeationalityto the product as well

as providing upgrade revenue from the over 5000 user Tiastgled base. The new functions
effectively position Tango Harprise as an industrial strength development tool for serious Web
developers. The product has been split into the Developers Studio, a sophisticated development tool
set and the This split means the company will be supporting The development comnimnity w
reasonably pricetbols and will also participat& Application Server, which is required to host the
resulting applicationslhis split meanghe companywill be supporting thelevelopmentommunity

with reasonably prices tools and will also participateenenue generated from the application
delivery to the ultimate client. This new version 'of Tango is expected to contibaeEeeryWare's
single largest revenue w@eand to gain significant market share.

Sinceely,

=

Don WhtbeckPresident and C.E.O.
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EveryWare Development Inc.
Unaudited Consolidated Statement of Earnings

Three Months Ended Septembar 30, 1997

Fiscal 1998 Fiscal1997

Sales $ 2,102,680 $ 1,836,683
Cost of Sales 93,533 115,535
2,009,147 1,721,148
Expenses
Selling, Ganeral and Administrative © 1,414,282 1,441,671
Research and Development Costs 585,916 175,808
2,000,198 1,617,479
Earnings before Interest, Taxes and Amortization 8,949 103,669
Interest Expanses 609 -
Amortization of Purchased Technology and Product Rights 62,000 -
Amartization of Capital Assets 163,847 76,705
226,456 76,705
(217,507) 26,964
Interast Income 11,500 10,198
Net Earnings (Loss) for the Period $  (206007) $ 37,162
Earnings (Loss) per Share {0.0204) 0.0054

© 1998James P Catty Page7
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EveryWare Development Inc.
Unaudited Consolidated Statement of Changes in Financial Position

Three Months Ended September 30, 1997

Fiscal 1998 Fiscal1997

Operations:
Net earnings (loss) $ (206,607) § 37,162
items not involving cash:
Amaortization of capital assels 163,847 76,705
Amcriization of purchased technology and product rights 62,000
Amarlization of deferred development costs _ 110,000
Changes in non-cash operating working capitai {839,567} (832,483)
(819,727) (608,616)
Financing:
Share isstiance cosls (13,021) (2,576)
(13,021) (2,576)
Investments:
Purchase of capilal assels {147,685) (241,536)
Expenditure on deferred development (net) - (246,726)
(147,685) (488,262)
Increase in cash (960,433) {1,099,454)
Cash position, beginning of period ' 2,196,503 1,760,093
Cash position, end of period $ 1,216,070 % 660,639

Cash position comprises cash and short term investments tess bank indabledness.

© 1998James P Catty Page8
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THIRD QUARTER REPORT TO SHAREHOLDERS
MARCH 31, 1998
May 1, 1998

To Our Shareholders:

On behalf of the Board of Directors, please find enclosed the unauditedliGatesiStatements
of Earnings and Consolidated Statements of Changes in Financial Positibe fprarter ended
March 31, 1998or EveryWare Development Inc.

Highlights of the Quarter

Revenue for the nine months ended March 31, 1998 increased 22% 989 3@ 7compared
to $4,982,303 in 1[997. Revenue for the quarter ended March 31, 1994 886,478 compared
to $1,553,217 in the similar period in 1997. Earnings (Loss) beftest, Taxes, Depreciation and
Amortization for the nine months was $(142638)compared to $(2,519,519)1997.

This quarter was disappointing for EveryWare. The Company had expected to skhgrsiews of
Tango for FileMaker and Bolero in the third quarter. The inability to #iepe products had a
negative effect on theales for the quarter. Subsequent to quartertead;ompany began shipment
of both products. At quarter end the order backlog for tpesducts represented over $1M in
revenues.

Sales

The ability of the sales force to deliver increased sales was harbyehe inability of th€ompany to
ship two critical products. Tango for FileMaker, with its large installed vezdd have provided
additional upgrade revenue and Bolero 2.0 for the windows platfaund have providea useful
web tracking and anadis tool to Internet Service Providensd large enterprise customers.

The Company has over the past two quarters refocused its sales and marketing efforts to the
enterprise customer. The sales cycle for these enterprise customers has takerthémnger
anicipated, partially due to increased time for departmentaiasighowever we arpleased with the
progress being made:

In North America, EveryWare continued to expand its sales efforts by direct sellimgjoo
accounts and through the recruitment dfliional Web Developer and VARartners. Outside
of North America, the Company added additional distributorsrasellers in Europe and Latin
America.

© 1998James P Catty Paged
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The recent introduction of the new version of Tango will also provide a substantial ugyeiciee
stream as the Company continues to upgrade the 5000+ user installed Tango base.

Management

The Company continues to review its overall cost structure in order to maintain expehses
with expected revenue growth. Management believes it now has thecprodnagement skills
in place to ensure more predictable product launches in the future.

Outlook

Looking forward to the fourth quarter of Fiscal Year 1998, the Company sees rexaening from
the order backlog generated in the third quarter, from continuppgrade salds its installed base
and from increased activities outside of North America. EveryWaile continue to make
investments in expanding the sales organization and in additional marketing.

The fourth quarter will also see the introductiohaomajor new product for EveryWarBolero is a
powerful, reatime Web site traffic analysis tool that will revolutionize the \EagryWare's customers
collect, manage and distribute critical Web site transadhnformation. Bolero offerscalable
desgn to fit any size organization, customizabéports and information on Web site statistics,
trend analysis and user demographigslero can distinguish between new and repeat visitors,
track visit time and path througihe Web site and identify whereetlvisitor is coming from.
Bolero uses EveryWareBango product as its user interface and reporting system. The target
customer for Boler@and the channels of distribution for the product are very similar to Tango's.

The Company believes that the Tangoduret line is continuing to make substanti@bads into

the corporate Intranet market and expects this trend to accelerate in the qoaritggs. The Intranet
market is particularly important for EveryWare in that meénaditional cost/benefit analysis
can be applied to the purchase decision. Applyiogporate resources to the Web site is usually
a marketing decision, subject to the varialnesarketing budgets and general economic conditions.
The use of Tango in the Intraregtvironment is a MIS dedn, based on cost savings in deployment
and maintenance.

Visit EveryWare at http://www.everyware.com/ for more information on TangoBaiero, as
well as for up to date information on your Company in general. Be sure tasignthe Investor
Relationgpage to receive electronic distribution of important sharehotslemunications.
Sinceely,

A=

Don WhtbeckPresident and C.E.O.
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EveryWare Development inc.
Unaudited Consolidated Statements of Earnings (Loss)

For the Nine Months Ended March 31 January 1 to July 1to  January 1to July 1 1o
March 31 March 31 March 31 March 31
Fiscal 1998 Fiscal 1998 Fiscal 1997 Fiscal 1997
Sales $ 1,306,478 ‘6,090,127 $ 1,553,217 $ 4,982,303
Cost of Sales 146,734 328,559 158,997 508,928
1,159,744 5,761,568 1,394,220 4,473,375
Expenses
Selling, General and Administrative 2,086,515 5,306,146 1,736,691 5,093,333
Research and Development Costs 592,487 1,719,560 542,123 1,899,561
2,679,002 7,025,706 2,278,814 6,992,894
Earnings before Interest, Taxes and Amortization (1,519,258) (1,264,138) (884,594) (2,5619,519)
Interest Expenses - 1,022 10,170 10,170
Amortization of Purchased Technology 68,100 198,200 - -
Amortization of Capital Assets 160,429 600,550 98,694 253,760
228,529 699,772 108,864 263,930
(1,747,787) (1,963,910) (993,458)  (2,783,449)
Interest Income 4,051 23,752 1,797 13,859
Net Income (Loss) for the Period (1,743,736) (1,940,158) (991,661) (2,769,590)
Earnings (Loss) per Share $ (0.1463) $ (0.1831) $ (0.1395) $ (0.3957)

© 1998James P Catty
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EveryWare Development Inc.
Unaudited Consolidated Statements of Changes in Financial Position

For the Nine Months Ended March 31 January 1 to July1to  January 1to July 1to
March 31 March 31 March 31 March 31
Fiscal 1998 Fiscal 1998 Fiscal 1997 Fiscal 1997
Operations:
Net Earnings $ (1,743,736) $ (1,940,158) $ (991,661) $ (2,769,590)
ltems not involving cash:
Amortization of capital assets 160,429 500,550 98,694 253,760
Amortization of purchased technology 68,100 198,200 - -
Amortization of deferred development costs - - 252,944 1,394,284
Changes in non-cash operating working capital 296,814 (1,558,179) (135,848) (379,118)
: (1,218,393)  (2,799,587) (775,871)  (1,500,664)
Financing:
Purchased technology and product rights 673,681 673,681 - -
Issue of common shares 1,237,220 1,571,299 3,130,100 3,526,030
1,910,901 2,244,980 3,130,100 3,526,030
Investments:
Purchase of capital assets - (117,833) (377,822) (96,745) (460,650)

Expenditure on deferred development (net) (267,944)  (1,088,136)

(117,833) (377,822) (364,689)  (1,548,786)

Increase/ (decrease) in cash 574,675 (932,429) 1,989,540 476,580
Cash position, beginning of period 689,399 2,196,503 247,133 1,760,093
Cash position, end of period $ 1,264,074 $ 1,264074 $ 2,236,673 $ 2,236,673
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SECOND QUARTER REPORT TO SHAREHOLDERS
DECEMBER 31,1997
January 20, 1998

To Our Shareholders:

On behalfof the Board of Directors, please find enclosed the unau@itedsolidated Statement of
Earnings and Consolidated StatemenCbanges in Finamal Position for the quarter ended December
31, 1997 foEveryWare Development Enc.

Highlights of the Quarter

Revenue for thequarter ended December 31, 1997 increased 68%2880,969 compared to
$1,592,403 in the similar period in 1996. This atguresents 28% growth over the Company's previous
guarter endingSeptember 30, 199 Increases in revenue were driven primarily by Goenpany's
UNIX and Windows NT versions of its flagship Tango prodinet Operating profit was $246/1. Ne
income for the quarter was $9,585 compared to a loss of $1,816,955 in the corresponding period in 1996.

This quarter saw significant product transitions for EveryWare. Chmpany announced and
delivered a significant new version of itgfhipTango product line, shipping several versions in early
December. Th€ompany also saw major revenue from new accounts, including seger&brtune
500 customers.

Sales

In North America, EveryWareontinued to expand isales efforts by direcelling to major accounts
andthrough the recruitment of additional W&eveloper and VAR partners. Outside of North
America, the Companwdded additional distributors and resellers in Europe and Latin America,
recognizing significant revenue from Latin Amexifor the first time.

The recent introduction of the new version of Tango will also providelestantial upgrade
revenue stream as the Company continues to upginadg000+ user installed Tango base.
Management

The Company believes it has completed tastructuring and expenseductions necessary to
position the Company for accelerating growth. Ténench of Tango 3 hasositioned the Company
with a nav productalongsdethe sales and marketing strategies necessary for success.

© 1998James P Catty Pagel3
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Outlook

Looking forwad to the third quarter of fiscal year 1998, the CompanyeskkBonal revenue coming from

its increased activities outside of North America, from the expanding Alliance Partner program, and
through arincreased sales presence in the United States. Biaggywill continue tanake investments in
expanding the sales organization and in additional marketing, with particular focus on new product
introductions.

The third quarter will also see the introduction of Bolero, a major new product for EveryWare. Bole
is a powerful, reatime Web site traffi@nalysis tool that will revolutionize the way EveryWare's
customerscollect, manage and distribute critical Web site transaction informddiolero offers
scalabledesign to fit any size organization, custaahiereports and information on Web site statistics,
trend analysis, and usdemographics. Bolero can distinguish between new and repeat viséoks,
visit time and path through the Web site, and identify wherevitiiter is coming from. Bolero uses
EveryWare's Tango product as its uséerface and reporting system. The target customer for Bolero and
thechannels of distribution for the product are very similar to Tango's.

The Company believes the Tango product line is making substantial inroadhentorporate
Intranet market and expects this trencdcémtinue in the coming quarters. The Intranet market is
particularlyimportant for EveryWare in that more traditional cost/benefit analysibeapplied to the
purchase decision. Applying corporaisources to théVeb site is usually a marketing decision,
subject to the variables ofiarketing budgets and general economic conditions. The use of Tango in
the Intranet environment is an MIS decision, basedost savings ideployment and maintenance

Visit Every Ware ahttp:/ /www.everyware.corn/ for more information dango and Bolero, as well
as for up to date information on your Companygeneral. Be sure to sign up at the Investor
relations page to receivaectronic distribution of importarghareholder communications.
Sincerely,

=

Don Whitbeck
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July 1 to

For the Period Ended December 31 October 1 to October 1 to July 1to
Dacember31 December 31 December 31 December 31
Fiscal 1998  Fiscal 1998 Fiscal1997 Fiscal1997
Sales $ 2,680,969 4,783,649 $ 1,592,403 $ 3,429,086
Cost of Sales 88,292 181,825 234,396 349,931
2,592,677 4,601,824 1,358,007 3,079,155
Expenses
Selling, General and Administrative 1,805,349 3,216,631 1,914,971 3,356,642
Research and Development Costs 541,157 1,127,073 1,181,630 1,357,438
2,346,506 4,346,704 3,096,601 4,714,080
Eamings before Interest, Taxes and Amortization 246,171 255,120 (1,738,594) (1,634,925)
Interest Expenses 413 1,022 - -
Amortization of Purchased Technology 68,100 130,100 - -
Amortization of Capital Assets 176,274 340,121 78,361 155,066
244,787 471,243 78,361 155,066
1,384 (216,123}  (1,816,955)  (1,789,991)
Interest Income 8,201 19,701 1,864 12,062
Net Income (Loss) for the Period 9,585 (196,422)  (1,815,091)  (1,777,929)
Eamings (Loss) per Share $ 0.0009 $ (0.0189) $ (0.2597) % (0.2560)
© 1998James P Catty Pagel5
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EveryWare Development Inc.
Unaudited Consolidated Statement of Changes in Financial Position

Six Months Ended December 31, 1997 October 1 to July 1to  October 1to July 1to
December 31  December 31 December 31  December 31
Fiscal 1998 Fiscal 1998 Fiscal1997 Fiscal1997
Operations:
Net Eamings $ 9585 $ (196,422) $ (1,815091) $ (1,777,929)
Items not involving cash: '
Amortization of capital assets 176,274 340,121 78,361 155,066
Amortization of purchased technology and product rights 68,100 130,100 - -
Amortization of deferred development costs - - 1,031,340 1,141,340
Changes in non-cash operating working capital (1,015,426) (1,854,993) 589,213 (243,270)
(761,467) (1,581,194) (116,177) (724,793)
Financing:
Repayment of shareholder advance - - - -
Repayment of LTD - - - -
Issue of common shares 347,100 334,079 398,506 395,930
Repurchase of common shares - - - -
347,100 334,079 398,506 395,930
Investments:
Purchase of capital assets (112,304) (259,989) (122,369) (363,905)
Expenditure on deferred development (net) - (573,466) (820,192)
(112,304) (259,989) (695,835) (1,184,097)
Increase/ (decrease) in cash 526,671) (1,507,104) (413,506) (1,512,960)
Cash position, beginning of period 1,216,070 2,196,503 660,639 1,760,093
Cash posttion, end of period $ 689,399 $ 689,399 $ 247,133 $ 247,133
© 1998James P Catty Pagel6
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EveryWare Comparasons

Sept. 30 Dec. 31 March 31 June 30 Year
1996 1996 1997 1397 1997
REVENUE 1,836.7 100.0% 15924 100.0% 1,553.2 100.0% 630.1 100.0% 5,612.4 100.0%
EXPENSES
Direct Costs 1155 6.3% 234.4 14.7% 159.0 10.2% 298.4 47.4% 807.4 14.4%
SG&A 1,441.7 785% 1,915.0 120.3% 1,736.7 111.8% 2,409.9 382.5% 7.503.2 133.7%
R&D 175.8 9.6% 1,181.6 74.2% 5421 34.9% 1,066.1 169.2% 2,965.6 52.8%
1,733.0 94.4% 3,331.0 209.2% 2,437.8 157.0% 3,774 .4 599.0% 11,276.2 200.9%
EBITDA 103.7 5.6% (1,738.6) -109.2%  (884.6) | .57.0% (3,144.3) -499.0% (5,663.8) -100.9%
Depreciation 76.7 4.2% 78.4 4.9% 98.7 15.4'% 108.8 17.3% 362.6 6.5%
Amortization 0.0 0.0% 0.0 0.0% 0.0 0.0% 0.0 0.0% 0.0 0.0%
Interest 0.0 0.0% 0.0 0.0% 10.2 0.7% 0.0 0.0% 10.2 0.2%
76.7 4.2% 78.4 4.9% 108.9 7.0% 108.8 17.3% 372.8 6.6%
27.0 1.5% (1,817.0) -114.1% (993.5) -64.0% (3,2563.1) -516.3% (6,036.5) -107.6%
Interest Income 10.2 0.6% 1.9 0.1% 1.8 0.1% 11.0 1.7% 24.9 0.4%
Pre-Tax Profit (Loss) 37.2 2.0% (1,8151) -114.0% (991.7) -63.8% (3,242.1) -5145% (6,011.7) -107.1%
DEFICIT [ ==m== == === mmmm=
Opening (517.9) (480.8) (2,295.9) (3,287.5) (517.9)
Closing (480.8) (2,295.9) (3,287.5) (6,529.6) (6,529.6)
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Sept. 30 Dec. 31 March 31 June 30 Year
1997 1997 1998 1998 1998
REVENUE 2,102.7 100.0% 2,681.0 100.0% 1,306.5 100.0%  1,829.1 100.0%  7,919.2 100.0%
EXPENSES

Direct Costs 93.5 4.4% 88.3 3.3% 146.7 11.2% 185.2 10.1% 513.8 6.5%
SG&A 14143 67.3% 1,805.3 67.3% 2,086.5 159.7%  2,490.8 136.2%  7,797.0 98.5%
R&D 585.9 27.9% 541.2 20.2% 692.5 45.3% 573.7 314%  2,293.2 29.0%
2,093.7 99.6% 2,434.8 90.8% 2,825.7 216.3% 3,249.7 177.7% 10,604.0 133.9%
EBITDA 8.9 0.4% 246.2 9.2% (1,519.3) -116.3% (1,420.7) -77.7% (2,684.8) -33.9%
Depreciation 163.8 7.8% 176.3 6.6% 160.4 12.3% 125.0 6.8% 625.6 7.9%
Amonrtization 62.0 2.9% 68.1 2.5% 68.1 5.2% 91.8 5.0% 290.0 3.7%
Interest 0.6 0.0% 0.4 0.0% 0.0 0.0% 0.0 0.0% 1.0 0.0%
226.5 10.8% 2448 9.1% 228.5 17.5% 216.8 11.9% 916.6 11.6%
(217.5) -10.3% 1.4 0.1% (1,747.8) -133.8% (1,637.5) -895% (3,601.4) -455%
Interest Income 11.5 0.5% 8.2 0.3% 41 0.3% 0.3 0.0% 241 0.3%
Pre-Tax Profit (Loss) (206.0)  -9.8% 9.6 0.4% (1,743.7) -133.5% (1,637.2) -895% (3,577.3) -45.2%
DEFICIT ==== P o= ===== ===

Opening (6,529.6) (6,735.6) (6,726.0) (8,469.8) (6,529.6)

Closing (6,735.6) (6,726.0) (8,469.8) (10,106.9) (10,106.9)

REVENUE GROWTH 14.5% 68.4% -15.9% 190.3% 41.1%
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DRAFT

FOR DISCUSSION

Financial Statements of

EVERYWARE DEVELOPMENT INC.

Year ended June 30, 1998
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DRAFT

FOR DISCUSSION

AUDITORS' REPORT TO THE SHAREHOLDERS

We have audited the consolkla'ed balance shaets ol EveryWare Development Inc. as at June 30, 1988
and 1997 and the consolidaled statemnents of loss and deflch and changes in financial position for the
yoar ended June 30, 1998 and for the six months ended June a0, 1997. These financlal statements ara

the responasibility of the company's management. Our responsibility is to express an oplnion on these
financial staiamenis based on our audits.

We conducied our audits in accordance with generally accepted auditing standards. Those slandards
requira that we plan and perform an audit to oblain reasoneble aszurance whelher the financial
slatements are fres of materlal missiatamnent. An audit Includes exarmining, on a test basls, evidence
supporling the amounts and disclosures In the financlal staterments. An audit also includes assessing

the accounting principles used and significant estimatea made by managemeni, as well as avaluating
the overalt tinanclal staternant presentation,

In our opinion, these consolidaled financlul statements present fairly, In all material respects, the
financial pasition of tha company as at June 30, 1898 and 1897 and the rasults of its operations and the
changes in its financlal position for the year erded June 30, 1998 and for the six months anded June 30,
1897 in accordance with generally accepted accounting princlples.

Charterad Aocountants

Hamitlon, Canada

Saptembar 24, 1988,
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EVERYWARE DEVELOPMENT INC.

Consolldated Balance Sheets

Al June 30, 1998 and 1997

DRAFT

FOR Discussion

1898 1697
Assets
Currani assets:
Cash and shont-term deposits % 227.038 $ 2,196,503
Accounts receivable 1,778,782 1,241,041
[nventary 180,659 194,722
Investment tax credits receivable - 110,4M
Prapald expenses 125 827 87,242
2,312,304 3,830,000
Capital agsets (nhote 3) 971,217 1,188,453
Purchased technaiogy and product righls (note 4) 1,783,383 2,721,364
$ 5,086,904 $ 7.741,817
Liabilities and Shareholders' Equity
Currant liabilitles:
Accounts payable and accrued llabilities $ 1,547,232 % 2,489,920
Daferrad revenue 111,698 5,625
1,658,930 2,505 545
Sharehalders’ agiity:
Shere capital (note 5) 13,514,802 11,765,868
Def cit (10,106,028) {6.578,617)
3,407,974 5,238,272
Commiimenis {nate 8)
Basis of presentation {note 1}
$ 5,066,904 $ 7,741 817

See accompanying notas o congalidated financial statements.

On behalt of the Boand:

Diractor

Director
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Consolidated Statements of Loss and Deficit FOR DISGUSSION
Yoar Six months
ended snded
Juna 30, Juna 30,
1998 1997
Sales ¥ 7,919,202 $ 2,183,319
Cost of zales _ 513,801 457 434
7,405 401 1,725,885
Expensas:
Seling, general and  adminlstirative 7,706,858 4,146,552
Research and development (note 7) 2,293,245 1,608,170
Depreciation of capilal assets 625577 207 537
Amartization of purchased technology 289,981 -
intarant expense 1,022 10,170
11,008,783 5,972,438
(3.601,382) {4,246,553)
Interest income 24,071 12,800
Loss before income \axes (3,577.311) (4,233,753)
lncomae taxes (note 10) - -
Net lose (3.577,311) {4,233,753)
Dalicit, beginning of period (6,529,817) {2,295,864)

Deticit, ang of period

$(10,106.028)

$(6,529,617)

Nel loas per shars (note 11)

$

(0.3262)

$ (0.5844)

See accornpanying notes 1o consclidated financial stataments.
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EVERYWARE DEVELOPMENT INC.

Consclidated Statements of Changes in Financial Posltion

DRAET

FOR DBISCUSSION

Year Six montha
snded ended
Juna 30, Juna 30,
1598 1997

Cash provided by (used In};
Oparations:
Net loss

flems not involving cash:
Amortization of deferred developmant costs

$ (3.577.311)

$(4.230,753)

- 692,944
Amortization of purchased lechnalogy 289,981 -
Depreclation of capita! assets 625,577 207,537
Galn on aaila of subsidianes (2,500} -
Changes |n non-cash operating working capital (note 12) (1,298,386) 1,832,818
{3,962 ,639) {1,500.454)
Financing:
Proceeds on issuance of common shares and warrants 1,749,013 6,044 589
Praceeds on sale of subsidiaries (note B) 552,500 —
2,401,513 6,04, 589
Investments:
Acquisition of InContext Systems Inc. (note 8) - (2,074 653)
Purchases of capital assets (408,341} (217,167)
E xponditures on detarred development (net) - {302,944}
{408,347) (2.594,764)
Increase (decrease) in cash position {1,969,467) 1,949 371
Cash position, baginning of period 2,196,503 247 132
Cash poaifion, end of period $ 227,036 $ 2,196,503

Cash positicn is definad as cash and short-term deposits,

Ses accompanying notes to coneolidated financial staternents,
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EVERYWARE DEVELOPMENT INC. DRAFT

Notes le Consolidated Financlal Statements EOR BISGUssIoN

Year ended June 30, 1938 and six months ended June 30, 1997

1. Basiv of presentation:

On June 30, 1997, EveryWare Development Canada Comp. (*EDCC") amalgamated with
InCantext Systems Inc. {"InContext”) and continues to operate as one company under the name
EveryWare Development inc. (“EDI", *Company”).

The Company designs and distributes computer software products under the trade name
EveryWare Development Corp.

These financial statoments have been prepared on the going concern basis which assumes that
the Company will continue in operation In the foreseeable luture and be able to reallze assets and
satisty liabilities In ils normal course of businesa.

The Company has incurred significant losses in seceni years and does nol currently have a
contirmed sourca of additional financing in place. Tha Company is sesking addilional financing to
tund operations until positive cash llows from oparations can be generated. There can be no

assurance the Company will be successful in obtaining the necassary financing to comlinue
operations.

{a) Basis of consalidation:

The consolidated financial statements comprise the financial statements of EvaryWare
Development Inc. and its wholly-ownad subsidiary companies.

(b} Aocounting princlples:

Theec consclidated financial statements are prepared in conformily with accounting principles
generally accepted in Canada. The preparation of financial statements in conformity with
generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amount of assels and liabilities, the disclosure of
contingent assets and liabiliies at the date of the financlal stalemants and the reportad

amounts of revenues and expenses during the reporting period. Actual results could diller
trom those estimates.

(c) Business combination of EDCC end InContext:

On June 30, 1987, DCC completed a Plan of Arrangement with InCantext, a public
campany, which is a software daveloper. A naw company, EDI was formed.

Under 1he terms of the amalgamation agreement, the sharehalders of EDCC recaived 0.1
commen shares in ED] (B,80S,144 shares in total) in exchange for each share of EDCC
lendared. The sharehalders of InContext received 0,035 common shares in ED! (1,281,108
shares in tofal) and 0.05 warrants (1,830,155 warrants in 1otal) with each whole warrant

entitling the helder 1o acquire one EDI share for $4.00 per shara at any time befora July 1,
1983 In exchange for each share of InContext tenderad.
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" EVERYWARE DEVELOPMENT INC.
Nates 1o Congolidated Financlal Statemnents, page 2

DRAFT

Year snded June 30, 1998 and six monthe ended June 30, 1997 FOR DISCUSSION

1. Baslz of preasntation {continued):
{c) Busginess combination ot EDCGC and InContext {continuad):

The holders of warrants of EDCC, received 0,1 EDI| warrants, in exchange for each EDCC
warrant hald. Each whola EDI warrant has identical lerms tor exercise as tha EDCC warrant
converled and entitlas the holder ta purchase one EDI common share at a purchase price of
10 multiplied by the exeicise price of tha EDCC warrant, at any tirme during the tenn of the
warrant. Detalls of the ED| warrants issued are provided in note 6(a).

The holders of EDCC Special Compensatlon Options received 0.1 EDI options in exchange
for each EDCC Special Compensation Option held. Each EDI Special Compensation Oplion
entities 1he halder to acquire for no additional consideraticn one ED! Compensation Option,

sach of which entitles the holder to acquire one EDI common share and ona EDI warrant, until
March 18, 1999 al & price of @ peroption. o, ud ,\mh fr:y
Nl \i

(d} Accounting for the business combination of EDCC and InConlext (see also nota 8):

The combination of EDCC and InContext 1o torm EDI, has been aceounted for as an

acquisition of InContext by EDCC, Tharelore, the purchase method has been usad to
account for the combinatlon,

Application of purchase accolnling resulls in tha following:

{y The financial statements of EDI are considered a continuation of the financial statemenls

of EDCC. The reaults of operations of InContext will be included in the financial
statemants of ED trorm June 30, 1887 forward.

{1} EDCC's interest In idenlifiable assels acquired and labilities assumed from InContaxt was
based on their fair values on the date of acqulsitlon,

(iii} The excess of the acquisition cost over EDCC's Interest in the identifiable assels acquired

and liabilities assumed trom InContext has been reilecled as purchased technology and
product rights,

2. Significant accounting policles:

{a) Short-term Investrmeants:

Short-term investmants cansist of high qualily short-term {less than three months) non-
laveraged financial inetruments Issued by or guaranteed by mejor financial institutions In
Canada or in similar low risk instruments. Since the Company intends 1o hold the linancial
instruments to maturity, they are valued at cost plus accumulated interast.
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VERYWARE DEVELOPMENT INC.

stes 1o Consolidated Financial Statements, page 3 D R A FT

FOR DISCUSSION
ar ended June 30, 1988 and six months ended June 30, 1997

Significant accounting poilcles (continued):

{b) Inventory:

Inventory consists of computer CDs and manuals and is slated al the lower of cost and net
realizablae valua.

(c) Capital agsels:

Capital agsets are stated at cost. Depreciation s provided using the tollowing methcds and
over the following lerms:

Agget Basis Term
Compuler hardware Straight-line 3 years
Computer software Stralght-line 3 years
Furniture and fixtures Straight-line 10 years
Leasehold improvemenis Straight-line 4 yaars

{d) Purchased technology and product rights:

Purchased technolegy and product rights, representing the underlying technology for the
InContext products, are baing amorlized 1o income on a straight-line basis, over B years. The
carrying value of purchased technology and product rights are periodically reassessed and

are wrilten dawn to net recoverable value whan it is detarmined that a permanent impairment
in ongeing value has cccumed.

{8} Resaarch and developmant costs:

Research costs are expensed as incurred. Development costs are expensed in lha year
ircurred unless management belisves a develapmant project meets the generally accapted
acoounting criteda for deferral and amortization.

(N RAevanue recognition:

The Company racognizes revenua from software licenses, net of allowance for estlmaled
rieturns and cancellations, ot the ime the software is delivered.

Revenue from license agreaments with original equipment manufaclurers (*OEMs®) for

redistribution to the OEMs’ end user customers is recognized when the Gompany delivers the
softwars to tha OFEM.
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EVERYWARE DEVELOPMENT INC.

Notes to Consolidated Financlal Statemens, page 4 D R A FT

EOR BISQUASION
Year andad June 30, 1998 and six months ended June 30, 1947

2. Slgnificant accountlng policlaa {cortinued):

(I} Revenue recognition {continuad):

RAevenua fram post contract support and maintenance agreernents is recognized ratably over
the term of the ralated agreements,

Hevenuc from consulting and other soltwarae related services is racognized as the ecrvices
are rendered.

Revenue on kong-tern contracls is recognized on a percentage ol complelion basle.

Delerred revenuet represent payments received prior to tha complelion of the earnings
pProcess.

{g) Investment lax cradits:

invastment tax credits aro rocarded as B reduction of the related expense or the gost of the

asset acquired. The benelite are racognized when the Company has complied with the 1arms
and conditions of the applicable tax legislation.

{h) Segmented information:

The Company operatés in one industry segmenl being the design and dislribution of computer
software products. Sales made to customers [ocated outside of Canada for the year ended
June 30, 1898 were approximately $5,000,000 (six months ended Juna 30, 1997:
$1,500,000).

{) Fomeign curroncy transiation!

The Company's subsidiarles are considerod to be integrated operations. Accordingly,
monetary asseats and liabilitias denominated in foreign currencies are translated into Canadian
dollars at the rate of exchange prevailing at year end, while other consolidated balance sheet
items are translated at hisloric rates. Revenues and expenses are transialed ai the rate of
exchange on the transaction dates. Realized and unrealized foreign exchange gains and
losses are Included in income in the year in which they occur, except whare they arise from
translation of nen-currert monetary items. Such gains and losses are defafred and amortized
to Incomae on a straight-line basis over the remaining lifa of the underiying monsetary iterns.
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EVERYWARE DEVELOPMENT INC.

Notes to Consolidated Financial Statements, page 5

Year ended June 30, 1988 and six months endad June 30, 1897

DRAFT

FOR DISCUSSION

1. Csapilal ansets:

1988 1997
Accumulated Net book Nel boaok
Coast depreciation w:lluo value
Computar hardwatre $ 1,686,473 % 988376 & €78,097 $ 832,058
Complter sollware 284,610 159,506 125,110 155,843
TFurniture and fixtures 188,444 57,259 141,185 160,616
Leasehold improvements 82,252 35,427 26,825 40,138
$ 2,211,785 21,24q0568 $ 971,217 $ 1,188,453
4. Purchased technology and product righta:

1988 1957
Coast % 2,073,364 $ 2,723,364

Accumulated amortization 289,981 -
$ 1,783,383 $ 2,723,384

5. Share caplial:
(a) As at June 30, 1858:

The autherized share caphal of EDI consists of an unlimiled number of common and preferred

shares.

The Issued share capital of EDI as at June 30, 1898 is as follows:

Common
shares Warranis Amount
12,237,160 3,675,567 $13,514,902
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EVERYWARE DEVELOPMENT INC.

Notes tc Consolidated Financial Staternents, page 6

Year ended June 30, 19088 and six months ended Juna 30, 1997

DRAFT

FOR DISCUSSION

5. Share capital {continuad):

(a) As at.June 30, 1998 (conlinuad):

Tha warranis outstanding at June 30, 1998 entitled the holder o purchase common shares as

follows:

Price per Expiry

Warmants share date

100,000 $ 165 Movember 19, 1958

1,268,500 f185 March 18, 1999

1,707,067 $ 1.80 July 1, 1999

600,000 $ 052 Qctobar 4, 1898

- 3,675,567

(p) Changes in share capital:

(iy January 1, 1887 to June 30, 1997:

Changes in the share capital of EDCC to June 30, 1997, the elfeclive dala of the business
cambination with InContext, are as follows:

Common Special
shareos Warranls warrants Amount

Share capitat of EDCC,

January 1, 1997 70,986,935 15,467,000 - $ 5,721,300
Proceeds from pdvate

placement March 19, 1997 - - 11,650,000 3,085,450
Proceeds from privale

placemant April 4, 1887 - - 5,200,000 1,404 600
Exercise ol special

warranis 18,850,000 16,850,000 {16.850,000) -
Additional share issue cosis - - - (166,274)
Exercise of stock options 75,000 - - 11,250
Exarcisa ol warrants 138,500 {139,500) - 27,800
Share capltal of EDCC,

June 30, 1897 88,051,435 32,177,500 - $ 10,004,226
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