MORGAN STANLEY DEAN WITTER [Pageses |

Collaborative Commerce — April 2000

Please refer to important disclosures at the end of this report.



MORGAN STANLEY DEAN WITTER [Pageses |

Appendix XI: B2B Internet Presentation

Collaborative Commerce — April 2000

Please refer to important disclosures at the end of this report.



MORGAN STANLEY DEAN WITTER [Pageses |

Collaborative Commerce — April 2000

Please refer to important disclosures at the end of this report.



Business to Business
E-Commerce

Collaborative Commerce

Great B2B = EPS...

“Companies can spend more than 50% of their revenues purchasing
goods and services. A reduction in total purchase costs has a direct,
positive impact on increased profitability. Becoming an e-Business allows
companies to communicate in real time across the supply chain for better
utilization of resources. The goal is to end the era of disconnected
suppliers with big buffers of inventory.”

Ray Lane, Oracle President & COO
“The inefficiencies with the supply chain are only the tip of the
iceberg...Having a presence in all areas of e-commerce...helps Ford
increase the velocity of inventory, revenue, and time to delivery and speed to
market. Eventually, the relationships that Ford is creating with Carpoint
and other Internet channels or sites will make Ford a smarter
manufacturer, marketer, and customer friendly company.”

Jacques Nasser, Ford Motor President and CEO




Looking Outside
Internal to External Focus

Internal to the Enterprise

Back Office
» Limited, known users
» Intra enterprise process
» Client/Server, EDI
» Power users
» Backoffice efficiency
» Cost savings

» Integration/one stop shopping

Front Office

» Intra enterprise process

» Limited, known users

» Client/Server; limited Web

» Customer facing employees
» Customer management

» Customer service

» Integration/ centralized view

External

Interprise

» Inter-enterprise collaborations
» Unlimited, unknown users

» Internet standards, XML

» Virtual supply chains

» External integration

» Market share, growth

» Specialization

Development of
Internet Market Segments

Revenue

Source: Morgan Stanley Internet Research.
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Overview of Opportunity

B2B e-Commerce by Sector

U.S. Business-to-Business e-Commerce Revenue
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Internet Impact on the
Enterprise -The Phases

New Sales Channels
Inter-company

Collaborations

Internal Cost

The Enterprise e

Intra-company
Collaboration




Different Paths,
Same Destination

Collaborative
Commerce

Collaborations

Three Key Problems

« Commerce is fragmented by geography which
implies inefficient markets

* Higher purchase costs to buyer because of
inefficient markets

* Higher cost to supplier to discover new customers
« Interactions between businesses are complex,
labor intensive, and not scalable
o Supply chains are bloated with excess

inventory and would like to substitute
information for inventory




Spatial Fragmentation of
Markets




The Buyer Gets Transparency

« Price Transparency
* Does price vary significantly by geographic region or
among size of customer?
* Am | getting the market price or the price I've come to
expect?
Availability Transparency
* | need product now, who has it?
Supplier Transparency
* Who else out there makes this product?
Product Transparency
* Is there a substitute, alternative product?

Basic Exchange Functions

o Buyer discovery

o Supplier discovery

o Price discovery

o Product/service availability discovery
o Transaction execution

o Transaction integrity

o Credit risk management/assessment
o Catalog management




B2B e-Commerce Business

Models

BUYER-MANAGED SUPPLIER-MANAGED

<&

CONTENT AGGREGATORS MARKET MAKERS/
DISTRIBUTORS

Suppliers

BUYER
SUPPLIER
BUYER

The Vortex Brings Open Market
Economics to Every Industry

Bank loan syndications Transportation services B2B marketplace for
industrial chemicals
Auto dealers Laboratory supply products

) Lab suppliers
Automotive body shop parts Pulp and paper

Busjptss travel

Steel trading ediary

Auto and indust

Mortgage broke] | gas
lenders )

SUPPLIER BUYER |m capacity.
Medical produc| SUPPLIER BUYER

SUPPLIER Buyer [¢forshoe

Electronic com y; taxonomy of
restaurants

Corporate PCb

network Cattle trading ting builders

Semiconductor designs Exchange for life science and suppliers
materials :

Electronic parts distributors Electrc_)nlc RFP_S and
Career center tendering service

Chip designs
. . Hospital products procurement Metals
Plastics leads generation

Hospitality trading network




Growth of Vertical Marketplaces

10-30

Source: Ventro

Representative B2B Landscape
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* Industria Solutions

Single
Vertical

Chemdex

addressable markets
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Representative B2B Landscape

Chemdex
Promedix
Broadlane
Industria Solutions

Multiple Higher Gross Margin
Vertical

Single
Vertical

Chemdex

Greater
Revenue

addressable markets

Lower

Horizontal
Costs

Source: Ventro

A Quick History of B2B

B2B E-Commerce
enabling commerce through aggregation
many-to-many commerce

SUPPLIER
SUPPLIER
SUPPLIER

Brochure-ware
publicize online, sell offline

Basic E-Commerce

one-to-one selling from web site

EDI Networks
closed, expensive, not pervasive

<+  Time 1996 1997 1998 1999 Time —»

Source: Morgan Stanley Internet Research.




B2B Exchange

Market Functions

Capacity Brokers — rid the industry of excess capacity; solves a problem
and helps pricing; anonymous trading

Gray Market Facilitators — for used and resold equipment away from the
original manufacturer

Collaboration Platforms — long time trading partners use the Internet for
improved efficiency; pre-negotiated terms; many business processes
beyond buying and selling

Spot buying — emergency supplies and ad hoc needs for research

Distributor Networks — distributors can load balance inventory with each
other; car dealer model

Proposal Publishing — Request for Proposals to initiate complex
transactions in time; start of process but post contract project
management continues for months

Private Exchanges — closed communities; supply chains dominated by
one anchor tenant; private sourcing networks

Industry Community Boards —industry meeting place; trade journal
replacement; discussion forums; Web conferences
19

Exchange Pricing Models So Far

Transaction fees — usually range from 0.5% of
the transaction to 3% on more complex
transactions

Subscription fees — flat subscription fees for the
full year on anticipated usage

Mark up — some exchanges take the receivables
paper for a commission of 2-5% of the sale,
which provides the seller with immediate

liquidity

Advertising fees — similar to B2C

Membership/Storefront fees — charges to a
merchant to list their catalog




Stratification of Enterprise

Procurement

Long Term Contracts;
Strategic relationships;

Program BuyS Volume agreements;

Collaborations important

Repeat buys; Re-bids;
RFPs, Next to go online;
auction markets

Repeat Buys

Ad hoc buy, Net market

/ sweet spot, first to go

Spot Buys online

Source: VerticalNet, Morgan Stanley Dean Witter

Federated Net Markets

Buyers Will Force Integration

_ Major _
Major — niarket — Major
Market Market

Micro
Market Shared

ficro Content

Market Micro
Market

Micro
Market




Open Markets can be Brutal

« Overcomes spatial limitations

e Canada and Mexico still 47% of U.S. top
export/import volume

« Explosion in Micromarkets — forced to
focus on comparative advantage

« Incredible market discipline - digital audit
trail; everything can be measured

« Behavior changes when markets becomes
transparent

How Big are We Talking

=« SO0Me Numbers

« $20 trillion in revenue for all companies
with greater than $500 million in revenue

- External spending of this audience is $10
trillion

« 65% is for direct procurement (going into
end product for resale; 35% indirect
(admin support and MRO)

» 8% procurement overhead in processing
cost or $800 billion




Overview of e-Commerce

Potential Savings

e e e e e
Additon to EPS With
Stock LT™M Savings of: @ 2000 Stock Upside
Compan: Price coes 5% 10% PIE 5% 10%
(US$) (USSMM)
3/28/2000
Top 30 S&P 500 Companies @
General Motors 82.25 136,946 695 13.90 90 x 759 % 1518
Ford Motor 5175 122,923 351 7.03 88 59.8 1195
Exon Mobil 76.31 121,635 114 228 228 341 68.2
Wal-Mart Stores 54.50 119,283 0.87 174 378 60.4 1209
General Electric 156.00 83,937 0.83 166 423 226 451
Boeing 38.00 52,015 181 362 158 75.1 1501
BM 12250 49,403 0.89 178 284 206 412
Citigroup 61.00 39,723 0.38 077 19.0 119 239
Royal Dutch Shell 55.44 38,382 058 116 212 223 44.6
Enron 7281 34,463 157 313 520 1118 2236
McKesson HBOC 2150 31,598 364 7.29 20.1 340.6 681.3
C Penney 14.69 30,303 378 7.56 86 2211 4423
Compaq Compter 28.44 28213 054 1.08 263 49.9 99.9
Texaco 51.06 28,160 165 331 152 494 9838
AT&T 58.94 27,948 028 057 263 127 254
Hewlett-Packard 14081 27,851 0.90 181 413 265 530
Philip Morris 1956 27,831 0.38 0.76 53 104 208
American International Group 104.25 28,158 059 118 286 162 324
Sears Roebuck 29.88 27,161 234 467 71 55.2 1104
Kmart 9.75 26,949 177 355 82 149.1 298.2
Delphi Automotive 15.69 25,035 145 290 76 703 140.6
Home Depot 64.00 25,399 0.36 0.72 646 362 724
Costco Wholesale 51.13 24,770 181 362 373 1322 264.3
Target 68.88 24,615 183 365 274 727 1455
Cardinal Health 47.06 23071 267 533 185 104.9 209.9
Lockheed Martin 1875 23022 189 378 188 189.0 377.9
Albertson's 27.94 22,264 171 342 126 76.9 1539
Alistate 2263 21,737 0.88 175 82 318 636
Kroger 17.25 21,303 0.83 167 153 737 1475
Chewron 84.88 21,303 1.06 212 185 231 46.3
Note: (1) Assume 35% tax rate
Source: FactSet Research (2) Comparies ranked in order of COGS

BAMs vs DOT COMs

BRICK AND MORTAR DOT COM
« Brand « Focus

Customer + Speed

relationships o Agility
« Alliances - Compensation
structure
« Content _
: : » Public currency
. Domaln expertise . Easy access to capital
« Fulfillment

« No requirement for
profitability




Unbridled Price Competition

Will the World Implode?

Evidence suggests price uniformity
iInstead of apocalyptic collapse

Elimination of aberrant pricing

Auction data — half of wins go to the non-
low bid

Suppliers have already been squeezed on
price; not much left on the table

Some sellers, particularly in auctions, have
realized higher prices because of a wider
pool of buyers

Exchange - What to Look For

Low concentration of buyers

High number of geographically dispersed suppliers

High number of existing intermediaries

High number of transactions per $1 million of trading volume

Low touch, standard products or easily specified products

High churn rate; high average number of repeat trades (e.g. stocks)

Industry with few self service options and low customer service
levels

Frequent excess capacity
Unpredictable demand and hence production needs
Regional markets that could potentially go global

Low brand name impact; product availability more important than
seller’s identity




Real time Bid/Ask Trading

Size Matters - Along with Volatility and Standardization

Best attributes
for real time
trading

|

Bubble Size = Size of Industry

Standardized Product

Volatility: Price, Costs, Supply, or Demand
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The Buyer Gets

« Control over the procurement process;
implement business rules more consistently

- Reduce maverick buying; maverick purchases
average 25% premium over corporate purchase
agreement

o Supplier performance measurement
« End to End view of chain of commerce

« Lower cost of discovery

« More consistent, personalized promotions and
pricing




Sellers Get a Few Things as Well

« Aggregation of small orders
« Centralized market
- Lower customer acquisition costs

« More accurate orders; lower cost of interaction
and change management

« Competitive advantage will be discovered more
quickly

« Easier segmentation and profiling of customers
because of digital audit trail

« More consistent promotions and cross selling

The Buyer’s View of
The Procurement Landscape

Supplier’s
Web site

Supplier

Buyer's
Proprietary

Traditional
Off-line Buying

Channels




The Seller’s View of
The Procurement Landscape

Buyer's I
Proprietary Buyer’s
Catalog Proprietary

Seller’s
Web site

Multi-yendor
Catalog

Seller's
Catalog

Exchanges -

The Industry Utility Model

. Faster time to market; aggregate scare resources;
more attention form technology vendors

« Less confusion for buyers and sellers
« Common plumbing/ utility optimized for the industry

« New company structure encourages innovation and
new services; attracts right type of management

« Private relationships combined with enhanced
discovery

« Intra-industry optimization easier

« Collective public market will explode in innovation;
private market won't be able to keep up

« Equity interest and a vote in how the next channel

evolveS'| risk of not beinﬂ involved




Buying Concentration Matrix

High
%]
5 Venture Backed
£ Exchanges
®
o
©
@
Q0
s
>
Z

Low

Low High
Concentration of Buying

Product Suitability Matrix
for Selected Trading Exchanges

Real estate Stocks

Multiple
Trades

Energy

Mortgages Steel

Antiques Chemicals

Paper/Pulp

Cattle Telecom
Capacity

One Time
Trade

Market Churn and Volume




Assess and Weight the
Transparencies

Is your company planning to participate in an E-commerce
trading exchange, supply chain, or community?

Evaluating Unsure
23% 20%

Yes
37%

No
20%

Survey Date: October 1999




Order Matching Won’t Cut It

o« NYSE volume of $7.3 trillion in 1998
« 168 billion trades
o Profit of $110 million

- Companies won't pay a lot to route transactions
over a free network to people they already know

« Remember, its down to 6 cents a share
« Look for more value-added services or else
« Add collaborations to commerce

Exchanges - The Road to Value

(Collaborative
- Services)
= Exchange
é (Commerce
—_ Transactions)
g— Catalog
o (Merchandise listing)
@)
Vortex
(Community meeting place)
>
Added Value




Collaborations - B2B Stickiness

« Supplier certification - reputation » Electronic bill presentment

« Application hosting « Post sale support, warranty programs
« Sourcing of products » Community news, employment, etc
« Contract administration » Receivables management

« Transportation management « Performance mgmt/benchmarking

» Tariffs and duties assessment » Returns processing, repair claims

» Product life cycle management « Scrap management/reverse logistics
» Regulatory filings « Payment processing/order mgmt

« Planning, scheduling, forecasting « Inventory availability

« Warehousing and inspection « Order explosion/routing

« Promotions/campaign management » Shipping status, SKU resolution

« Risk mitigation services « Partner/team selling and promotions
« Profiling and personalization « Advertising and interactive selling

« Catalog display/maintenance » Workflow and business rules

« Authentication/security . Backorder management

» Training and education « Escrow and warranties

« Product configuration « Complex pricing

« Private markets, negotiated terms » Liquidity

« Derivative instruments . Financing

The High Cost of
B2B Interactions

High cost call centers
Limited hours
Slow responsiveness
No self help
Single language
Fragmented content/expertise
Low process transparency

‘Distributors

Customers II

i

Selll

Suppliers

42




Collaborations in the
Printing Industry

@ .....a....:....:. .......
BN Print
Buyer

43

Collaborations in the
Construction Industry

General
Contractor

O S T A : :
@ ....'......;....: ....... Wholesaler
Regulators
44




Collaborations in the
Aerospace Industry

SR WL S0 :
Componen NN i
por Y Y S Documentation
Supplier 4 P
Regulators
45

Collaborations in the
Energy Industry

Reservoir
Development
Transportation S




The Common Theme
Point-to-Point Must Go to Hub-Spoke

Partner

Partner

E-Hub
Collaborations

Partner

Hubs Integrate Multiple Facets
of Commerce

Solution
Partner




Layers of Value

From Exchange to Hub

Demand &
Supply
Chain

Collaborations

Content
Aggregation

One-to-One
Marketing

i Order
\ Matching

The Chain of Commerce
in the 215t Century

« Collaborative, project-based
manufacturing and services

- Each partner a value-added node in the
chain - contributing content, knowledge,
and specialized services

- Flexible, transparent channel responsive
to market conditions

« Acute need to share information and
coordinate decisions and activities




B2B Alternative Paths

Architecture Choices to Reach Trading Partners
[

r— [
$ Suppliers

Public N\
Exchange !

Suppliers

EDI/VAN

Private
Exchange

Dynamic

Supply
Chain

Private Label
Exchange hosted
By Specialist

Content Matters

« Source — find relevant content

« Aggregate — consolidate for insight
» Transact — support commerce

» Collaborate — between design,
procurement, and manufacturing

« Analyze — decision support

« Improve — build on knowledge and
experience




The Challenge of

Managing Content

« 60% of Catalogs on paper

« Remaining 40% in cryptic format meant for
machine to machine interaction

« Redundancies and abbreviations

« Synchronizing content a challenge; constantly
changing

« Categorizing content for user friendly,
parametric search requires expertise

« Must support multiple languages, currencies,
units of measure, and customized views

E-Hubs
The Pillars of Value

Third Party
Services




E-Hub Architecture

The Service Matrix
- Customized Views >

| Security Services |

Context Management/ Member Profile
| Directory of Services/Rights |

l Commerce | Collaborations

Order Matching
Routing/Mapping
Planning
Scheduling
Optimization
Order Management
Fulfillment
Sourcing
Conversion
Configuration Rules
Synchronization
Merchandising
Parametric Search
Access Rights
Process Definitions
Workflow Rules
Repository Service!
Document Service
Project Mgmt
Customer Suppor
3rd Party Services

Billing and Credit Engine
Transport/Queuing Services
Syndicated Markets/Inter-market Interface Services

Marketplace Repository/Journaling Services

55

Is the Fat Lady Singing
for Middlemen?

« No but she’s clearing her throat
« Geography created a market for intermediaries

« But not so fast, new intermediaries are being
created

Distributors can still add value

e Sourcing

e Certification of products and suppliers

e Aggregation of demand

¢ Credit and inventory

« Displaying catalog content from multiple suppliers,
* Finding difficult to locate products

e Serving unique needs of preferred customers

¢ Advising customers on product life cycles




Tread Carefully
Middlemen - To Zap or Not to Zap...

Key Considerations

Disinter
mediation Likely

Distributor Entrenched

Inventory No physical inventory Physical inventory; drop
held/shipped ship for producer
Multivendor Few or one product line | High number of

vendors/product lines

Order fragmentation

Concentration of orders;
small in number high in

Fragmentation of orders;
small in dollar size but

dollars high in number

No or little customer
support

Customer support; call
centers

Customer support

Identify of customer
unknown to producer

Customer Relationship | Identity of customer

known to producer

A Backoffice Disconnect

Internet
Trading
Exchange

2927 77?7

Back Office

?27?7?




B2B Exchanges -
They Need the Backend Info

Price

Available to
Promise

Internet

Trading Transportation
Exchange : RO

Distribution
Alternatives

Capable to Promise

Substitutions

Valid Configuration

E-commerce - More Sales
Channels Same Backend

It Don’t Mean a Thing If It Ain’t
Got That Cha-ching

Post Sales
Support
Available
to promise
Shipment
Tracking
Production
Planning
) General Ledger

Front End Sales Channels

Web Store Front
Trading Buylng




Enterprise Apps Lose Functions
to Portals

m||||||||||||||||\‘|”1“WlM’|

4 Walls of

; mmuni
The Enterprise co unity

Shipping Portal
Accts Payable
Payroll
Accts Receivable
Shipping

Inventory Planning / 4 Walls of

Gen Ledger : i
MRPQ Scheduling The Enterprise

Order Entry

Tariffs/Taxes Other Shared
Portal Services

The Logistical Nightmare of

E-commerce Operations

Manufacturer % C‘o‘ruw

Il
R Qrdeﬂaﬂ

|

Orde

Manufacturer

Il
I L
Sl ‘

—Ivterchrenk

INVENTORY CHOICES DESCRIPTION

Self Stock, Integrated Integrate consumer orders with bulk orders;
logistically impossible for many; creates
inefficiencies and raises costs

Self Stock, Separated Create separate inventory facility for small
orders; added costs but retains control

Outsourced Warehousing Third party handles consumer orders;
predictable costs; better response time

Drop-Ship Supplier/distributor ships directly to
consumer; not always applicable




Blind Spots in the Chain of
Commerce

What's
selling out
there; what

should |

produce?

Demand Chain

Supply Chain

What will my
customer

manufacture? - Freight
Carriers

B2B Buyer Under Stress
I Need It Now!

« Available to promise — in stock

« Capable to promise — can be made by
DD/MM

« Substitute products

« Transportation alternatives
« Valid configuration

- Partial ship/backorder

« Fill or Kill option




B2B Supplier Under Stress

Limited Resources...

« Is this a profitable order?

« What's the incremental cost of rushing this order?
« Are there substitute products?

« Will they wait if | lower the price?

« Fill or Kill option — should I kill this order if | have five
larger ones behind it?

« Is a component backordered; if so, don’t rush ship?
« Is this a premier customer; then fill it anyway?

« Is this a new customer | want to impress?

« Do | want to fill high margined orders first?

« A machine is down; what orders should | accept that by
pass that equipment and minimize setup?

« All my suppliers should be asking the same questions

The Drivers to E-Hubs

- Lower inventory
« Lower interaction costs

« Process transparency; internal and
external

- Digital audit trail; better measurement
« Improved 24 x 7 service; multi lingual
« Leverage expertise

- Enhanced discovery




Nuts & Bolts...

Real Impact from B2B

Ordering Reduce order costs; increases sales per rep; richer
ordering experience; real time substitutions; pricing
based on availability/quality; accurate configuration

Inventory Early notice of demand; reduce overall inventory levels
throughout the supply chain; substitute products and
availability alternatives

Logistics Better capacity utilization of transportation resources;
inter-company planning and scheduling; instant
fulfillment

Billing Reduced billing cycle; reduced errors; improved cash

flow; more complex pricing capability

Customer Better history of customer behavior; personalization;
Service marketing campaigns more accurate and measurable;
24 x 7 support; leveraged expertise

The Head & Tail of

B2B Transactions

End Customer &

Distributors .
‘ Suppliers

0—0— —0-0~

Intersection
Of Demand &
Supply Chain

Manufacturing
Assembly
& Inventory

Manufacturing
Assembly
& Inventory

Demand Chain Supply Chain




E-Commerce - High Priority

How does your organization view

its E-commerce strategy?

Tactical Decision

Important, But Not 7%

Foremost Concer
25%

A Minor Issue
4%

Not a Priority
1%

Strategic Priority
63%

Survey Date: October 1999

The New

Application Service Model

« Enterprise software fuses into the network
« Software as a service; market the URL

« Centralize complexity

« Facilitate specialization

« Broader access — reach of the Web

« Faster cycle times — from growing the crops in
the field to fast food; order of magnitude change

« Versionless software
« Capacity, transaction, or subscription charges
« Slower ramp in revenue; more predictable




Dynamically Linked Content
Community Application Services

Partner A

Partner D

What Can Go Wrong?

« Look but don’t book buyers; transaction done
offline

« Content takes time to clean up and load

« Inadequate payment systems

« Lack of sourcing capabilities

« Lack of supply chain and backoffice integration
« Brick and mortar companies can do a lot of this

« Barriers to entry low; consolidation likely;
transaction fees will fall dramatically

« Middlemen live off razor thin margins even with
geographic protection




Top 13 B2B Conclusions

1.

10.
11.

12.

13.

B2B will be much larger than B2C, and the groundwork may be laid faster than it was for B2C, due partly to B2C
lessons learned, and partly to significant opportunities for business efficiencies.

The timing is now; infrastructure is in place and company managements feel an urgency to act post-Y2K.
Exchanges will introduce unprecedented market transparency across industries - highlighting strong and weak
competitors.

Micromarkets will proliferate; specialized markets can survive. Leading service providers should excel.

Exchanges will have to add collaboration to create stickiness. Simple buy/sell transactions will be almost free, like
e-mail. B2B winners will establish "platforms" that link deeply with their customers - we call them e-hubs.

Domain expertise will be key; deep may beat broad.

Many B2B business models look suspect and most probably will fail; exchanges have low (middleman-like) gross
margins. Most exchanges planning to survive off trading volume are in for a rude awakening and transaction prices
get squeezed for simple order matching. Hunting for high gross margins is key.

Equity sharing with customers (i.e., win-win partnerships) and M&A activity will play a critical role early in attracting
transaction volume.

Some middlemen will be critical participants in exchanges; they have important relationships and valuable domain
expertise.

Companies will substitute information for inventory through improved supply chain transparency.

A few key buyers can drive a market quickly; large buyers siding with exchanges can create binary outcomes
quickly. In B2B, finding the "tipping point" is key. Industry-sponsored exchanges are only viable if they are win-
win for both buyers and sellers and create an atmosphere of independence.

Buyers and suppliers win: Buyers get more uniform, predictable pricing with real-time information on availability as
well as better controls over their own procurement processes. Suppliers can more intelligently plan production,
reduce inventory, customize promotions for buyers, and lower their order processing costs.

Partnering and specialization will be defining elements of the new economy and e-hubs will facilitate the
transformation.

B2B Networks = Global Transparency

The Power is in the Connectivity of the Parts

_________ o
\l‘l

ig

Suppliers/
Distributors

Remote

Offices
Wireless Customers/

Devices Partners

/| PDAs -

McNealy says “The Network is the Computer”...
Perhaps it’s “The Network is the Business”...
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Representative B2B e-Commerce
Business Models

Representative B2B e-Commerce
Business Models

Procurement Distributors / Market Makers
Empowering the Buyer Multiple Buyers to Multiple Suppliers

* A number of B2B
models have
emerged,
representing
different e-
Commerce
solutions for
differing industry
needs

Business Process Managers
Manage Complex Business Interactions Online

Member | Member |

Member | Member |




Representative B2B e-Commerce

Business Models

* Multiple companies
across multiple
industry sectors
have emerged
within each B2B
business model

Procurement / Market Technology Platforms Distributors / Market Makers
Empowering the Buyer Multiple Buyers to Multiple Suppliers

* Ariba — Procurement Software

» Commerce One — ERP Procurement Software
« Oracle — ERP Procurement Software

* SAP — ERP Procurement Software

« Adauction — Advertising

« Ventro - Life Sciences, Specialty Medical, High-
Volume medical, Fluid Processing

ChipCenter — Electronic Parts

e-Chemicals — Chemicals

eLease — Leases

« Staples.com — Business Supplies & Services
Ariba/Commerce One/Oracle/SAP — Network
ChemConnect/Commerx — Chemicals/Plastics

e-Steel — Metals

Business Process Managers
Managing Complex Business Interactions Online

FreeMarkets — Industrial Products
Manheim Interactive — Used Automobiles

* NTE - Transportation

* Agillion — Small Business Services « PaperExchange/fibermarket — Paper Products
* Bidcom/Buzzsaw.com — Construction/Real Estate
e-Travel — Corporate Travel

Employease — Personnel Management

TradeOut/ZoneTrader — Idle Assets & Inv.
XS Inc. — Agriculture

freightquote.com — Transportation
Healtheon/WebMD — Healthcare
* Noosh — Commercial Printing

Representative Market Makers

- Traditional Industries Move Online -

Market

Agriculture

Autos

Chemicals

Computing / Electronics
Energy

Finance

Floral

SeaFood

Idle Assets & Inventory
Industrial Products
Marine Products
Miscellaneous

Paper Products

Real Estate

Steel

Telecom
Transportation

« Examples by Market...

Industries you probably thought were laggards...
Company

XS Inc.

Manheim Online

ChemConnect,CheMatch, Commerx

FastParts, PartMiner

Automated Power Exchange, Houston St. Exchange

IMX, LimiTrader, MuniAuction

Floraplex

GoFish.com

TradeOut.com

FreeMarkets.com

Marex.com

BizBuyer, TradeOut.com, VerticalNet

FiberMarket, PaperExchange, Inter-Continental Paper Exchange
CommercialSource (homestore.com), LoopNet, PropertyFirst.com
E-Steel, MetalSite

ArbiNet, Band-X, InterXion, RateXChange

National Transportation Exchange, IATN
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Theinformation and opinionsin thisreport were prepared by Morgan Stanley & Co. Incorporated (“Morgan Stanley Dean Witter”). Morgan Stanley Dean
Witter does not undertake to advise you of changesin its opinion or information. Morgan Stanley Dean Witter and others associated with it may make mar-
kets or specialize in, have positions in and effect transactions in securities of companies mentioned and may also perform or seek to perform investment
banking services for those companies. This memorandum is based on information available to the public. No representation is made that it isaccurate or
complete. This memorandum is not an offer to buy or sell or a solicitation of an offer to buy or sel the securities mentioned.

Within thelast three years, Morgan Stanley & Co. Incorporated, Dean Witter Reynolds Inc. and/or their affiliates managed or co-managed a public offering
of the securities of Agile Software Corp., Amazon.com, America Onlinge, Aribalnc., Arrow Electronics, Ask JeevesInc., BellSouth Corp., BP Amoco Plc,
Breakaway Solutions Inc., Citigroup, Chevron, Documentum, DaimlerChryder AG, DELL, Digital Insight Corp., eéBay Inc., E.piphany Inc., Ford, FedEx
Corp., FreeMarkets Inc., Getty Images I nc., General Motors, Goldman Sachs Group Inc, Healtheon/WebMD, Homestore.com, IBM, i2 Technologies, Ma-
rimbalnc., pricdline.com Inc, Sears, Roebuck, Sapient, Charles Schwab, Staples, SilverStream Software Inc., SunTrust, AT&T, Toyota Motor, United Parcel
Service, Vignette Corp., Ventro Corporation, Verisign, webMethods, Inc., Weyerhaeuser, and US Xpress.

Morgan Stanley & Co. Incorporated, Dean Witter Reynolds Inc. and/or their affiliates make a market in the securities of Agile Software Corp., Ama-
zon.com, America Online, Bell South Corp., Citigroup, CNET, Cisco Systems, Documentum, DELL, Digital Insght Corp., eBay Inc., Ford, FreeMarkets
Inc., Getty Images Inc., Healtheon/WebMD, Homestore.com, IBM, ICG Communications, J.D. Edwards, MarimbaInc., M S Carriers, Microsoft, Oracle,
priceline.com Inc, PeopleSoft, Sears, Roebuck, Sapient, Siebel SystemsInc., Staples, SilverStream Software Inc., Sun Microsystems, Swift Transportation,
AT&T, Toyota Motor, TeleTech, Vignette Corp., Ventro Corporation, Verisign, MCl WorldCom, webM ethods, Inc., US Xpress, and Y ahoo! .

Morgan Stanley & Co. Incorporated, Dean Witter Reynolds Inc. and/or their affiliates or their employees have or may have along or short position or hold-
ing in the securities, options on securities, or other related investments of issuers mentioned herein.

An employee or director of Morgan Stanley & Co. Incorporated, Dean Witter Reynolds|nc. and/or their affiliatesisa director of BP Amoco Pic, DELL, and
IBM.

The investments discussed or recommended in this report may not be suitable for al investors. Investors must make their own investment decis ons based
on their specific investment objectivesand financial position and using such independent advisors asthey believe necessary. Where an investment is de-
nominated in a currency other than theinvestor’ s currency, changesin rates of exchange may have an adverse effect on the value, price of, or income de-
rived from theinvestment. Past performance is not necessarily a guideto future performance. Income from investments may fluctuate. The price or value of
theinvestments to which thisreport relates, either directly or indirectly, may fall or rise againgt the interest of investors.

To our readersin the United Kingdom: Morgan Stanley Dean Witter, regulated by the Securitiesand Futures Authority Limited, and/or its affiliates may be
providing or may have provided significant advice or investment services, including investment banking services, for any company mentioned in thisreport.
Private investors should obtain the advice of their Morgan Stanley Dean Witter representative about the investments concerned.

This publication is disseminated in Japan by Morgan Stanley Dean Witter Japan Limited and in Singapore by Morgan Stanley Dean Witter Asia (Singapore)
Pte.

To our readersin the United States: While Morgan Stanley Dean Witter has prepared this report, Morgan Stanley & Co. Incorporated and Dean Witter Rey-
nolds Inc. are distributing the report in the US and accept responsibility for it contents. Any person receiving this report and wishing to effect transactionsin
any security discussed herein should do so only with arepresentative of Morgan Stanley & Co. Incorporated or Dean Witter Reynolds Inc.

To our readersin Spain: AB Asesores Bursatiles Bolsa SVB, S.A., a Morgan Stanley Dean Witter group company, supervised by the Spanish Securities
Markets Commission (CNMV), hereby states that this document has been written and distributed in accordance with the rules of conduct applicable to finan-
cial research as established under Spanish regulations.

To our readersin Australia: This publication has been issued by Morgan Stanley Dean Witter but is being distributed in Australia by Morgan Stanley Dean
Witter AugtraliaLimited A.C.N. 003 734 576, alicensed deal er, which accepts responsibility for its contents. Any person receiving thisreport and wishing
to effect transactionsin any security discussed in it may wish to do so with an authorized representative of Morgan Stanley Dean Witter Australia Limited.

To our readersin Canada: This publication has been prepared by Morgan Stanley Dean Witter and is being made availablein certain provinces of Canada
by Morgan Stanley Canada Limited. Morgan Stanley Canada Limited has approved of, and has agreed to take responsibility for, the contents of thisinfor-
mation in Canada.

Additional information on recommended securitiesis available on request.
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