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With $1 million in investment capital and increased revenues, we will increase our target from six or
seven shows per year to between ten and twelve shows yearly to boost our market impact through
greater presence.

Product Discount Offers

Our most significant sales increase came in the six-month period of January to July 2005. Twenty-
percent of this increase was tied to positive industry reviews accompanying PowerAdvisor’s initial
release, and sixty-two percent resulted from periodic product discount offers.

Past experience tells us that targeted advertisements in combination with discount offers and price
increase have a swift and dramatic effect on sales. Combining paid print advertisements with product
discounts will sustain sales and grow the exposure and response seen with reviews. To further drive
sales, a significant discount offer will be advertised in January 2006 to coincide with a product base
price increase.

Future price increases will follow on-schedule:
Current 2006 2008 2010
Application License $2,500 $3,500  $3,850 $4,235
Annual Maintenance Fee for Application License $1,250 $1,750  $1,925 $2,115

Press Releases and E-mail Blasts

Cornerstone maintains a database of approximately 40,000 media contacts, registered investment
advisors, independent representatives, compliance specialists, broker/dealers, financial planners,
accountants, industry attorneys, and other industry professionals. And this list is growing daily.

Supporting ongoing product sales, our weekly distribution of press releases and e-mail marketing
blasts addresses critical issues such as custodial downloads, back office services, prospecting tools,
desktop vs. web-based applications, and compliance regulations.

These targeted PowerAdvisor messages produce significant surges in hits to the Cornerstone website
and will continue as an important piece of our marketing campaign.

Website Promotions

To further showcase PowerAdvisor and entice customers, Cornerstone’s website emphasizes
PowerAdvisor’s functionality, company information, overview presentations, free trial downloads,
tools for professionals new to the industry, sample reports, product reviews, and links to service,
support, training, and purchase channels.
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Website promotions for PowerAdvisor include front-page pop-up ads alerting visitors to special
offers and featuring focused advertising pieces on a rotating basis.

Direct Mail and Telephone Campaigns

Direct mail campaigns for PowerAdvisor have already proven successful and will remain part of
Cornerstone’s marketing strategy. We reserve direct mailings with specific messaging to tightly
targeted groups—including expert witnesses; experts, firms, and attorneys specializing in
compliance; and local investment advisors, particularly those in Portland and greater Oregon.

We generate our own calling lists for telephone campaigns from state security divisions across the
country, targeting mainly state and SEC registered investment advisors. We also target professional
associations —including NAPFA and FPA —as well as compliance experts and expert witnesses.
While cold calling has not been our greatest source of sales leads, targeting specific sectors with a
focused message has yielded the best results.

Cornerstone PowerAdvisor Education Program

Cornerstone is the only firm to recognize the importance of new entrants to the field—specifically,
CFA students and educators—and we have launched an education campaign positioning
PowerAdvisor as the “first touch” software for these students.

Cornerstone’s PowerAdvisor Education Program is modeled after Apple Computer’s highly
successful education program, getting technology into classrooms and into school curricula.

To attract first-time PMS users and new advisors, the Cornerstone PowerAdvisor Education Program
offers a free, educational version of PowerAdvisor to financial planning students and faculty of
recognized financial planning education programs. While learning with PowerAdvisor in the
classroom, these new advisors are gaining a significant advantage over their peers following
graduation.

Available for download from the Cornerstone website, the educational edition is limited by
watermarked (“Sample Only”) reports and no custodian downloads.

Affiliate Outreach, Referrals, and Affinity Programs
By targeting affiliated industries, we are extending our reach beyond industry lines to connect with

professionals using PowerAdvisor in their own businesses. Cornerstone targets compliance
specialists and securities litigation and arbitration attorneys for their referrals to advisors seeking
compliance services and to expert witnesses who need to compile data for securities litigation and
arbitration cases. Cornerstone has also partnered with back office services vendors for cross-referrals
on prospect leads.

We are recruiting advisors who are PowerAdvisor “power users” to participate in the Cornerstone
referral program, where a percentage of the base license cost can be retained by the referrer or
passed on to the customer.

Additionally, Cornerstone has partnered with TD Waterhouse in their affinity program to market
PowerAdvisor at a discount through TD Waterhouse Institutional Services, which provides
comprehensive financial services to 2,600 fee-only and fee-based independent financial advisors.
We are also working with Fidelity, giving regular demonstrations to regional and local
representatives who then recommend our product to their clients.

As participants in Ameritrade’s affinity program, we have also been approached about including
PowerAdvisor in Ameritrade’s "jumpstart" program— with Cornerstone being the only PMS vendor
to enjoy this relationship. Ameritrade would purchase block licenses of PowerAdvisor to be
packaged with their jumpstart materials—forms, documents, and marketing pieces to help get their
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new associates started —again positioning PowerAdvisor as the “first-touch” PMS for new advisors.
Service Solutions
Cornerstone’s Service Solutions offers comprehensive support services to advisors who have already

purchased PowerAdvisor—helping to build brand loyalty and increasing our recurring revenue.

Supporting both the new advisor and the seasoned pro, our Service Solutions include:

¢ Back Office Support ¢ Compliance Strategies
¢ CRM Software * Data Conversion Services
¢ Online Data Backup and Recovery Service *  Marketing Resources

¢  PowerAdvisor Training Options

Financials

Cornerstone’s future is extremely promising. Development of PowerAdvisor 2.0 is complete, with
an enterprise version on the horizon. Industry reviews have been both plentiful —with more press
received on PowerAdvisor than on any other portfolio management system in the last ten years—and
extremely complimentary: PowerAdvisor was touted “best new software for 2004.”

The largest custodial firms in the U.S. are adding Cornerstone as an affinity partner with plans for
marketing PowerAdvisor to their independent advisory clientele, and through direct marketing to
compliance experts, multiple firms have expressed heightened interest in forming strategic alliances.
With capital investments to support our aggressive marketing campaign, PowerAdvisor will change
the face of the PMS market.

Analysis

Since the completion of PowerAdvisor’s functional development, Cornerstone’s estimated
fixed costs now average $60,000 monthly. Based on historic averages, PowerAdvisor’s per-unit
variable cost—including service work calculated currently at sixteen-percent of all revenue—is
approximately $4,350.

To break even— without the inclusion of recurring maintenance fees or additional support or training
packages—Cornerstone must sell approximately thirteen units per month. Based on past sales
performance and anticipated results from our aggressive marketing campaign and strategic alliance
referrals, Cornerstone anticipates achieving this target by the end 2005 and no later than the first
quarter of 2006.

These figures do not include the minimal costs required to complete development of PowerAdvisor
Enterprise, nor the revenue resulting from sales of PowerAdvisor Enterprise to top-tier advisors and
investment firms.

Investment Capital

Cornerstone is now actively seeking $1 million from outside sources to cover operating and
marketing expenses, with a focus on increased visibility through advertising, industry trade events,
and additional key alliances within the industry.

With this support of our marketing campaign, combined with product discount offers and planned
price increase, Cornerstone is projected to go from a loss to a net revenue of $1.9 million in 2006,
only our second year in business. By our fifth year, 2009, we will have generated more than $29
million in net revenues—not including additional revenue brought in by sales of PowerAdvisor
Enterprise.
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Return on Investment

We anticipate enough profit generation for the investor to realize a minimum of four-times the initial
investment within five years or less, with a twenty-five to thirty-three-percent annual return on
investment. Our proformas show that a $1 million investment—or any portion thereof —could easily
be paid back by Year Three, with a four-fold increase over the initial investment by Year Five.

Exit Strategy

Cornerstone intends to stay in the market long term, with increasing revenue each year, rather than
creating significant market value with a sale of Cornerstone to a larger competitor. Our strategy is to
remain independent, allowing our customers the flexibility to remain competitive in the marketplace,
and to retain their own independence and data ownership.

However, Cornerstone will consider the right competitive offer. The history of the PMS market has
demonstrated that a superior technological platform with more than 500 users can provoke enough
industry concern to invite a significant buy-out offer, and PowerAdvisor may prove to be an
attractive target. Any such offer would have to yield a considerable return on our partners’
investments and would have to meet Cornerstone’s terms before it would be considered.

The competitive portfolio management software landscape consists primarily of big players — Axys,
dbCams, Captools, and PortfolioCenter —whose products are subject to consolidation as well as
product availability and limitation efforts among custodians in an effort to tie financial professionals
into an exclusive custodial relationship.

As an example, Techfi—a Denver-based portfolio management firm and the only new desktop PMS
application built on new technology to hit the market in the last twenty years—was acquired by
Advent for over $23 million just eighteen months following its product launch—a clear move to
eliminate competition in the PMS market. Not surprisingly, Advent later dumped Techfi’s product
technology, and this product’s demise has significantly restricted the competitive landscape.

While Cornerstone intends to be a long-term player in the PMS market, we will consider the right
buy-out offer that provides an attractive return on our partners’ investments.
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Summary

Cornerstone’s future is extremely promising. PowerAdvisor 2.0 is complete, with an enhanced
enterprise version on the horizon. Industry reviews have been both plentiful —with more press
received on PowerAdvisor than on any other portfolio management system in the last ten years—and
extremely complimentary. Backed by a bold marketing and sales strategy, PowerAdvisor is poised to
dominate a market that is ripe for a revolutionary product offering superior features and scalability at
an affordable price.

With the addition of $1 million in funding from investors to support our aggressive marketing
campaign, Cornerstone is projected to go from a loss to a net revenue of $1.9 million in 2006 —only
our second year in business. By our fifth year, 2009, we will have generated more than $29 million
in net revenues, without even including sales of PowerAdvisor Enterprise.

We anticipate enough profit generation for the investor to realize a minimum of four-times the initial
investment within five years. Our proformas show that a $1 million investment—or any portion
thereof —could easily be paid back by Year Three, with a four-fold increase over the initial
investment by Year Five.

While there is always the potential of a profitable, competitive buy-out, Cornerstone’s strategy is to
stay independent, allowing our customers the flexibility to remain competitive in the marketplace
and retain their own independence and data ownership. Cornerstone is here to stay, and
PowerAdvisor is just the beginning.
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