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Thayer Capital’s Saga Deal Tells A
Compelling Story For Software

f firms and companies were peo-
I ple and life was a movie, the story

of Thayer Capital Partners, Saga
Software and Software AG would be
an award-winning, well, saga . . .

Once upon a time, Germany’s
Software AG, wrought with internal
problems, reluctantly gave up Saga
Software when it could no longer
sustain the two companies as one.
Thayer Capital, a private equity firm
land
(Washington, D.C.), came in and

from a far, far away
picked up the fragile remains of
Saga. Saga and Thayer dedicated
themselves to making the company
strong again, and the effort succeed-
ed beyond all expectations.

Then, the market changed. Saga
once again faced tough times, only to
find that Software AG had turned
itself around and wanted Saga back.
With a tear in its eye (well, really a
nice return on its books), Thayer bid
Saga farewell, and Saga Software and
Software AG were reunited.

While the story reads like a stan-
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dard hello-goodbye-hello tale, Saga’s
journey is far more interesting when
you take a look at the characters and
observe in greater detail just how the
plot unfolded.

Software AG, a large German
mainframe software company started
in 1969, was a giant in the business in
the 1980s,
Microsoft at one time. Its databases

even overshadowing

supported such businesses as the
MCI friends and family program and
Morgan Stanley’s trading operations.
But about six years ago, things began
to go awry. The company’s chief exec-
utive officer and founder began to
move Software AG into rather
obscure areas of technology, and the
company began to lose money. By
1996, the company had approximate-
ly $100 million in bank debt and the
board decided to replace the original
CEO. Erwin Kénig, the new CEOQ,
joined Software AG only to find that
the bank lines were due in five
months and the company was in des-

perate need of capital.

On the other side of the Atlantic
at Saga Software, then a subsidiary of
Software AG, CEO Daniel Gillis and
CFO Harry McCreery were géaring
up for a possible management buy-
out of their company, which had
once before been independent. “The
U.S. management team were close
observers of everything that was
happening in Germany,” says Rick
Rickertsen, the chief operating offi-
cer at Thayer Capital. “They saw
what was happening in Germany,
and they thought they may have an
opportunity to buy the business
from the Germans to get [Software
AG] some capital to pay off their
bank lines and also to get control of
their destiny in the U.S.”

In an effort to find someone to
back the MBO, Gillis contacted
Phillip Norton, the CEO of ePlus
Inc., a Thayer Capital portfolio com-
pany for which Rickertsen is a board
member. Norton arranged a meeting
between Gillis and Rickertsen, and
the buyout was underway.
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