For standard enterprise search, Return On Investment (ROI) is measured in terms of factors such as the
amount of time that is spent using the software, the volume of documents recovered and not re-created
through reuse, and the ability to share information.

Exalead sees a major opportunity arising from the recent trends in search that have focused on specialised
functions such as image and video search, which demonstrates the importance of being able to index these
specific types of content. As such, Exalead is working to develop industry-specific applications for customers
in sectors such as financial services and healthcare. In full enterprise search an opportunity is the ability to
unify information sources wherever they are located whether it is on the Web or within the enterprise. Another
opportunity is hybrid search or the ability to recreate information access applications by mixing structured
data and unstructured information. There is also the emergence of Business Intelligence applications based
on text, figures, and a combination of the two. The company also sees an opportunity in social search as an
alternative to the dictatorship of algorithms. Finally there is a new type of user interface emerging, which has
been inspired by the Web interface to help users better understand and analyse information, which Exalead
believes gives the company a competitive advantage.

Exalead’s sales organisations sell exalead one:search directly in France, Italy, the UK, Germany, and the US,
and through reseller and OEM partners across the globe, in approximately 30 countries. There are business
relationships with IBM and CA. In addition, there are several OEM agreements. The technology has been
integrated with applications from e-mail archiving company Messaging Architects, Knowledge Management
vendor Knowings, and storage management vendors Exanet and H&S.

Key technology partners are: IBM, Messaging Architects, Lingway, IRCAM VECSYS, HP, Systran, LTU
Technologies, DataDirect Technologies, NStein, Britannica, Knowings, Softissimo, Stellent, Synapse,
Systran, and Temis. Exalead is an “Advanced IBM Partner”, and its solutions one:desktop and one:enterprise
are certified for IBM Lotus Notes Domino version 8. The company considers core competitors to be other
vendors that serve the enterprise search market.

Licensing fees are based on a combination of the type of customers and availability expectations, the volume
of text or the number of documents, and the number of users or the number of queries per month. It is a
perpetual licence with a maintenance fee. The pricing for OEM sales is more flexible.

The average cost of an implementation varies from €100,000 to €500,000 with 70% of the cost comprising
licences and 30% for services. Annual support and maintenance is priced at 20% of the licence fee per year,
and it includes the hotline and classical technical support as well as major and minor licence upgrades.

Much of Exalead’s go-to-market focus in the US is on the OEM channel, and as such it is concentrating effort
on seeking and securing partnerships as well as more traditional OEM business relationships. It already has
such partnerships with CA, IBM, and other vendors. In addition to Messaging Architects, Exanet, and H&S, its
search technology is being employed on a ‘white label' basis for Arabic and Hebrew-language search
engines. The company is also looking at establishing Infrastructure Management OEM relationships with the
major players that manage and move unstructured data as they require search capabilities. In addition, there
are opportunities for making OEM arrangements with business applications vendors where compliance
requirements mean there is a need to discover information, and also where the combination of structured and
unstructured data demands hybrid or vertical searches to be undertaken across multiple repositories.

Exalead sees the main threat to its market share coming from further consolidation in the search market.
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COMPANY PROFILE

Exalead is headquartered in Paris, France, with offices in New York and San Francisco in the US, lItaly,
Germany, and the UK. The company was founded in 2000 by Francois Bourdoncle and Patrice Bertin who
had both been researchers for AltaVista, and felt that the process of information search and retrieval had
become too hard, and that people using Web search engines on a daily basis for business-related searches,
had expected but did not receive the same user experience from their enterprise search engines. To address
this, Exalead invested significant resources to develop an intuitive user interface for consumer-related search
on its Web search engine (www.exalead.com), then adapted this knowledge to its enterprise-class search
technology.

Exalead is an operating unit of Qualis, an international holding company with principal offices in Paris.
Exalead has about 100 employees around the world with more than 80 in France, 8 in the US, and 10 in its
other European offices. Research and Development accounts for around 40% of staff, Sales and Marketing
about 25%, Support and Services approximately 13%, and Administration about 10%. The company is
expecting around 50% employee growth during the next 12 months. In terms of revenue, 60% is derived from
France, with a further 20% from the rest of Europe, and 20% coming from the US.

Customers of exalead one:search include BNP Paribas (bank), Manutan (pan-European equivalent of
Staples), The Sanger Institute (genome research institute), the Irish Chartered Accountance, Air Liquide,
DCN (naval systems), Bel Groupe, AFNIC (French domain registry), and Danone (dairy/water). Exalead has
also secured early customers in the U.S. with CareerBase, PCS Telecom, INFONXX, and American
Greetings. There are approximately 110 customers worldwide using exalead one:search-based solutions.

SUMMARY

As with other areas of technology, the enterprise search market is undergoing a period of consolidation, and a
number of specialist search vendors have been acquired, emphasising that this is a lucrative area of
technology, as several of the larger Enterprise Content Management (ECM) and other application vendors
OEM enterprise search engines to provide the search capability within their applications. Whilst this boosts
the revenues of the search vendors it also makes them attractive to larger multiple product vendors that need
a search capability for their own products.

Although it may not provide all of the features of the most extensive search engines, it does nevertheless
have important differentiators including ease-of-deployment, a business-critical focus, and a single platform
for all of its search types, and Butler Group certainly does not feel that the product is lacking in any important
features, and believes that it is worthy of a closer examination.
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