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FORGENT NETWORKS, INC.
108 WILD BASIN ROAD
AUSTIN, TX 78746

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD , 2003

Dear Stockholder:

You are cordially invited to attend the 2002 annual meeting of stockholders
of Forgent Networks, Inc., to be held at 108 Wild Basin Road, Austin, Texas, on
, 2003, at central standard time.

At the annual meeting, you will be asked:

1. To elect four directors to the board of directors to hold office
until the next annual meeting of stockholders or until their respective
successors are duly elected and qualified;

2. To approve the sale of substantially all of the assets used in the
operation of our videoconferencing services business, pursuant to an asset
purchase agreement between our company, GTG Holdings, Inc. and VidCon
Holding Corp., a wholly-owned subsidiary of GTG Holdings, Inc. Details of
this transaction and other important information are set forth in the
accompanying proxy statement which you are urged to read carefully;

3. To ratify the board of directors' appointment of Ernst & Young LLP,
independent accountants, as our independent auditors for the year ending
July 31, 2003; and

4. To transact such other business as may properly come before the
meeting or any adjournment thereof.

YOUR BOARD OF DIRECTORS HAS UNANIMOUSLY APPROVED AND RECOMMENDS THAT AN
AFFIRMATIVE VOTE BE CAST IN FAVOR OF EACH OF THE PROPOSALS LISTED IN THE PROXY
CARD.

Only holders of record of common stock at the close of business on
, 2003, will be entitled to notice of and to vote at the annual
meeting or any adjournment thereof.

Stockholders are urged to review carefully the information contained in the
proxy statement attached hereto prior to deciding how to vote their shares at
the annual meeting. Because of the significance of the sale of our
videoconferencing services business, your participation in the annual meeting,
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in person or by proxy, is especially important. We hope you will be able to
attend the annual meeting. WHETHER OR NOT YOU PLAN TO ATTEND THE ANNUAL MEETING,
PLEASE COMPLETE, SIGN, DATE AND RETURN THE ENCLOSED PROXY CARD PROMPTLY. If you
attend the annual meeting, you may revoke your proxy and vote in person if you
wish, even if you have previously returned your proxy card. Simply attending the
annual meeting, however, will not revoke your proxy; you must vote at the annual
meeting. If you do not attend the annual meeting, you may still revoke your
proxy at any time prior to the annual meeting by providing a later dated proxy
or by providing written notice of your revocation to the Secretary of our
company. Your prompt cooperation will be greatly appreciated.

Sincerely,

RICHARD N. SNYDER
Chief Executive Officer

This proxy statement is dated , 2003 and is first being mailed to
stockholders on or about , 2003.

FORGENT NETWORKS, INC.
108 WILD BASIN ROAD
AUSTIN, TX 78746

PROXY STATEMENT
FOR 2002 ANNUAL MEETING OF STOCKHOLDERS

, 2003

The enclosed form of proxy is solicited by the board of directors to be
used at the 2002 annual meeting of stockholders to be held at 108 Wild Basin
Road, Austin, Texas, on , 2003, at central standard time.

We will bear the entire cost of solicitation of proxies, including
preparation, assembly, printing and mailing of this proxy statement, the proxy
and any additional information furnished to you. Copies of solicitation
materials will be furnished to banks, brokerage houses, fiduciaries and
custodians holding in their names shares of our common stock beneficially owned
by others to forward to such beneficial owners. We may reimburse persons
representing beneficial owners of common stock for their costs of forwarding
solicitation materials to such beneficial owners. Original solicitation of
proxies by mail may be supplemented by telephone, telegram or personal
solicitation by our directors, officers or other regular employees. No
additional compensation will be paid to directors, officers or other regular
employees for such services. In addition to the proxy solicitation material
mailed to stockholders, we have also retained the services of to
assist in the solicitation of proxies for a fee estimated at $

VOTING SECURITIES OUTSTANDING; QUORUM

The record date for the determination of stockholders entitled to notice of
and vote at the annual meeting was the close of business on , 2003. At
the close of business on , 2003, there were shares of our
common stock, $.01 par value, issued and outstanding, each entitled to one vote
on all matters properly brought before the annual meeting. There are no
cumulative voting rights.

The presence in person or by proxy of the holders of a majority of the
issued and outstanding shares of common stock entitled to vote as of the record
date is necessary to constitute a quorum at the annual meeting. Abstentions and
broker non-votes are treated as present at the meeting and are therefore counted
to determine a quorum. If a quorum is not present, the stockholders entitled to
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vote who are present in person or represented by proxy at the annual meeting
have the power to adjourn the meeting from time to time, without notice other
than an adjournment at the meeting, until a quorum is present or represented. At
any adjourned meeting at which a quorum is present, any business may be
transacted that might have been transacted at the annual meeting as originally
notified. The persons named in the proxy will have the power to vote to adjourn
or postpone the annual meeting to solicit additional proxies. However, no proxy
voted against any of the proposals will be voted in favor of an adjournment or
postponement to solicit additional votes in favor of approval of those
proposals.

Directors are elected by a plurality of the votes of the shares present in
person or represented by proxy at the annual meeting and entitled to vote on the
election of directors. The sale of our videoconferencing services business must
be approved by the holders of a majority of all the outstanding shares of common
stock on the record date, whether or not present or represented by proxy at the
annual meeting. The ratification of the appointment of independent auditors must
be approved by holders of a majority of the shares of common stock present in
person or represented by proxy at the annual meeting and entitled to vote
thereon.

Abstentions may be specified on all proposals except the election of
directors. Abstentions, with respect to any proposal other than the election of
directors, will have the same effect as a vote against such proposal. Broker
non-votes will have no effect on the outcome of the election of directors or the
ratification of independent auditors. With regard to the election of directors,
votes may be cast in favor of or withheld from each nominee; votes that are
withheld will be excluded entirely from the vote and will have no effect. Since
the Delaware General Corporation Law requires the affirmative vote of the
holders of a majority of the outstanding shares of common stock entitled to vote
on the proposal to approve the sale of our videoconferencing services business,
a "broker non-vote" on such proposal will have the same effect as a vote against
the approval of the sale of our videoconferencing services business.
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SUMMARY TERM SHEET OF THE SALE OF
SUBSTANTIALLY ALL OF THE ASSETS USED
IN THE OPERATION OF OUR VIDEOCONFERENCING SERVICES BUSINESS

The following summary briefly describes the material terms of the proposed
sale of substantially all of the assets used in our videoconferencing services
business to VidCon Holding Corp., a wholly-owned subsidiary of GTG Holdings,
Inc. This summary does not contain all the information that may be important for
you to consider when evaluating the proposed transaction. We encourage you to
read this proxy statement before voting.

Pursuant to an asset purchase agreement, we will sell and transfer to
VidCon, substantially all of the assets used in the operation of our
videoconferencing services business, which services multiple vendors'
videoconferencing related products.

REASONS FOR THE SALE OF OUR VIDEOCONFERENCING SERVICES BUSINESS (SEE PAGE 21)

We are proposing to sell our videoconferencing services business to VidCon
because we believe that the sale and the terms of the related asset purchase
agreement are in the best interests of our company and our stockholders. The
board of directors has identified various benefits that are likely to result
from the sale of our videoconferencing services business. The board of directors
believes the sale of that business will:

- allow us to devote substantially all of our energies and resources to
development of our enterprise software and technology licensing business,
thereby focusing on licensing versus service contracts, professional
services versus break/fix repairs and enterprise software offerings
versus endpoint device repair;

- allow us to compete more effectively as a seller of enterprise software
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and as a technology licensor by disassociating our company from our
videoconferencing services business and thereby focusing on what the
company believes are our remaining higher margin and growth
opportunities;

— allow us to direct our focus to the potentially better overall returns
from our enterprise software and technology licensing business, by
reducing our expenses and increasing our cash balances;

— allow us to have greater financial flexibility and simplified financial
statements by reducing the deferred revenue associated with the
videoconferencing services business; and

— provide an improved organizational focus and free up senior management
from having to oversee a remote business unit.

These and other reasons for approving and recommending the sale of our
videoconferencing services business are discussed further in this document.

TERMS OF THE ASSET PURCHASE AGREEMENT (SEE PAGE 35)
WHAT IS BEING SOLD (SEE PAGE 35)

We are selling to VidCon substantially all of the assets used in the
operation of our videoconferencing services business, which services multiple
vendors' videoconferencing related products. Our videoconferencing services
business provides maintenance services, technical support, resident engineers,
total call management and training for videoconferencing equipment.

WHAT IS BEING RETAINED (SEE PAGE 36)
We are retaining certain assets, including the following assets:
- any cash, cash equivalents or marketable securities;
— any contract or agreement relating to the videoconferencing services
business that is specifically excluded or which cannot be assigned

because we have been unable to obtain the necessary consent prior to or
after the closing of the asset purchase agreement;

— general books of account and books of original entry that comprise our's
or the videoconferencing services business' permanent accounting or tax
records and books and records that we are required to retain pursuant to
law;

- any of our software that we are unwilling or unable to transfer and that
is specifically listed out in the asset purchase agreement schedules;

- all patents, patent applications and related intellectual property owned
by us or our subsidiaries;

— the trade name "Forgent" and any of our trademarks and service and trade
names; and

— the real property leases for our offices in King of Prussia, Pennsylvania
and Austin, Texas.

ASSUMED LIABILITIES (SEE PAGE 36)

As partial consideration for the purchase of the assets, VidCon will assume
certain liabilities related to our videoconferencing services business,
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— all liabilities of the videoconferencing services business set forth on
our closing statement, including deferred revenue of the
videoconferencing services business;

— all obligations to customers after the closing date of the asset purchase
agreement arising from the operation of the videoconferencing services
business on or prior to the closing date, but not including any
liabilities for any breach of such obligations by us or liabilities in
excess of those which are required to be set forth on our closing
statement for future performance of the obligations to customers; and

- all liabilities, obligations and commitments incurred in the operation of
our videoconferencing services business after the closing date of the
asset purchase agreement and arising out of the contracts assumed by
VidCon, but not including any liabilities for any breach of such
obligations by us or liabilities in excess of those which are required to
be set forth on our closing statement for future performance of the
contracts.

WHAT WE WILL RECEIVE (SEE PAGE 36)

The consideration that we will receive in the sale of our videoconferencing
services business consists of the assumption of certain liabilities by VidCon,
as well as the following:

- $8,000,000 in cash, as adjusted pursuant to the terms of the asset
purchase agreement, payable at the closing;

- $1,000,000 in cash, generally payable 120 days after the closing pursuant
to the terms of an escrow agreement, as adjusted for the purchase price
adjustment pursuant to the terms of the asset purchase agreement; and

- $1,000,000 in cash, generally payable 18 months after the closing
pursuant to the terms of an escrow agreement, as adjusted for indemnity
claims by GTG Holdings or VidCon pursuant to the terms of the asset
purchase agreement.

The amount of cash that we receive at closing could be adjusted downward,
based upon our good faith estimate to be delivered five days prior to the
closing of the amount of net assets and the amount of deferred revenues being
transferred to VidCon at the closing of the asset purchase agreement. In
addition, VidCon and GTG Holdings will have the ability to object to our
estimates post-closing, with any additional adjustments resulting from the
post-closing reconciliation process initially being paid from the $1,000,000 in
cash held in escrow specifically for that purpose.

ADDITIONAL AGREEMENTS RELATED TO THE ASSET PURCHASE AGREEMENT (SEE PAGE 42)

In conjunction with the closing of the sale of our videoconferencing
services business, we will enter into a transition services agreement whereby we
will provide, for a fee at actual cost, certain transition services for

2

VidCon related to the assets acquired and liabilities assumed. We will also
enter into an escrow agreement with GTG Holdings, VidCon and an escrow agent
whereby $2,000,000 of the $10,000,000 purchase price will be placed with the
escrow agent, $1,000,000 of which is for purchase price adjustments and
$1,000,000 of which is for indemnity claims. Additionally, we will enter into a
reseller agreement, whereby VidCon will be able to resell our software products
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and a co-marketing arrangement, whereby we will receive a commission for
referring videoconferencing related service business to VidCon.

Since we are retaining the lease for the King of Prussia, Pennsylvania
facility where the videoconferencing services business is located, we have
agreed to sublease a portion of that facility to VidCon after the closing of the
asset purchase agreement.

QUESTIONS AND ANSWERS ABOUT THE 2002 ANNUAL MEETING

Q: WHAT IS THE PROPOSAL RELATING TO THE ELECTION OF DIRECTORS THAT I WILL BE
VOTING ON AT THE ANNUAL MEETING?

A: You will be asked to consider and vote upon a proposal to elect the following
individuals to the board of directors: Richard N. Snyder, Kathleen A. Cote,
James H. Wells and Lou Mazzucchelli.

Q: WHAT IS THE PROPOSAL RELATING TO THE SALE OF OUR VIDEOCONFERENCING SERVICES
BUSINESS THAT I WILL BE VOTING ON AT THE ANNUAL MEETING?

A: You will be asked to consider and vote upon a proposal to approve the sale by
us of substantially all of the assets used in the operation of our
videoconferencing services business pursuant to the asset purchase agreement,
dated January 6, 2003, between our company, GTG Holdings and VidCon, a
wholly-owned subsidiary of GTG Holdings. The asset purchase agreement is
attached to this proxy statement as Annex A.

Q: WHY IS OUR COMPANY PROPOSING TO SELL ITS VIDEOCONFERENCING SERVICES BUSINESS?

A: We are proposing to sell our videoconferencing services business because we
believe the sale will allow us to devote substantially all of our energies
and resources to development of our enterprise software and technology
licensing business, thereby focusing on licensing versus service contracts,
professional services versus break/fix repairs and enterprise software
offerings versus endpoint device repair; compete more effectively as a seller
of enterprise software and as a technology licensor by disassociating our
company from our videoconferencing services business and thereby focusing on
what the company believes are our remaining higher margin and growth
opportunities; direct our focus to the potentially better overall returns
from our enterprise software and technology licensing business, by reducing
our expenses and increasing our cash balances; have greater financial
flexibility and simplified financial statements by reducing the deferred
revenue associated with the videoconferencing services business; and provide
an improved organizational focus and free up senior management from having to
oversee a remote business unit.

Q: WHAT IS THE PROPOSAL RELATING TO THE RATIFICATION OF THE BOARD OF DIRECTORS'
APPOINTMENT OF INDEPENDENT ACCOUNTANTS THAT I WILL BE VOTING ON AT THE ANNUAL
MEETING?

A: You will be voting to ratify the board of directors' appointment of Ernst &
Young LLP, independent accountants, as our independent auditors for the year
ending July 31, 2003.

Q: WHO IS SOLICITING MY PROXY?

A: Your board of directors.

Q: HOW DOES THE BOARD RECOMMEND THAT I VOTE ON THE MATTERS PROPOSED?
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Your board unanimously recommends that stockholders vote "FOR" each of the
proposals submitted at the annual meeting.

HAS THE BOARD RECEIVED AN OPINION AS TO THE FAIRNESS OF THE SALE OF OUR
VIDEOCONFERENCING SERVICES BUSINESS FROM A THIRD PARTY?

Yes. In arriving at its determination that the sale of our videoconferencing
services business is fair to, and in the best interests of, our company, the
board has considered a number of factors, including a written opinion of our
financial advisor, Raymond James & Associates, Inc., as to the fairness, from
a financial point of view, to our stockholders of the consideration to be
received by us in the sale of our videoconferencing services business. The
opinion is addressed to the board and does not constitute a recommendation to
any stockholder as to how to vote with respect to matters relating to the
sale of our videoconferencing services business. For a full description of
the opinion of Raymond James & Associates, Inc., see the section titled
"Opinion of Our Financial Advisor" on page . To review the text of the
opinion, see Annex B to this proxy statement.

WILL ANY OF THE PROCEEDS FROM THE SALE OF THE VIDEOCONFERENCING SERVICES
BUSINESS BE DISTRIBUTED TO ME AS A STOCKHOLDER?

No. We intend to retain the proceeds and use them in connection with our
future business plan.

CAN I STILL SELL MY SHARES?

Yes. Neither the asset purchase agreement nor the sale of our
videoconferencing services business assets will affect your right to sell or
otherwise transfer your shares of our common stock.

WHAT WILL HAPPEN IF THE SALE OF OUR VIDEOCONFERENCING SERVICES BUSINESS IS
NOT APPROVED?

If the sale is not approved, we will not complete the proposed sale, we will
retain and continue to operate the business and continue to pursue other
buyers, however, we may be required to pay a termination fee in certain
circumstances and the market price of our common stock could decrease.

WHO IS ENTITLED TO VOTE AT THE ANNUAL MEETING?

Only holders of record of our common stock as of the close of business on
, 2003 will be entitled to notice of and to vote at the annual
meeting.

WHEN AND WHERE IS THE ANNUAL MEETING?

The annual meeting of our stockholders will be held at 108 Wild Basin Road,
Austin, Texas, on , 2003, at central standard time.

IF MY SHARES ARE HELD IN "STREET NAME" BY MY BROKER, WILL MY BROKER VOTE MY
SHARES FOR ME?

Your broker may not be permitted to exercise voting discretion with respect
to some of the matters to be acted upon. Thus, if you do not give your broker
or nominee specific instructions, your shares may not be voted on those
matters, and will not be counted in determining the number of shares
necessary for approval. You should follow the directions provided by your

10
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broker regarding how to instruct your broker to vote your shares.
Q: MAY I CHANGE MY VOTE AFTER I HAVE MAILED MY SIGNED PROXY CARD?

A: Yes. Just send in a written revocation or a later dated, signed proxy card
before the annual meeting or simply attend the annual meeting and vote in
person. Simply attending the annual meeting, however, will not revoke your
proxy; you must vote at the annual meeting.

Q: WHAT DO I NEED TO DO NOW?

A: PLEASE VOTE YOUR SHARES AS SOON AS POSSIBLE, SO THAT YOUR SHARES MAY BE
REPRESENTED AT THE ANNUAL MEETING. You may vote by signing and dating your
proxy card and mailing it in the enclosed return envelope, or you may vote in
person at the annual meeting. Because a vote of a majority of our outstanding
shares is required to approve the sale of our videoconferencing services
business, your failure to vote is the same as your voting against the sale.

Q: WHAT ARE THE UNITED STATES FEDERAL INCOME TAX CONSEQUENCES OF THE SALE OF OUR
VIDEOCONFERENCING SERVICES BUSINESS TO THE STOCKHOLDERS?

A: We do not expect that the sale of our videoconferencing services business
will result in any direct federal income tax consequences to our
stockholders.

Q: WILL STOCKHOLDERS HAVE APPRAISAL RIGHTS?

A: No. Under Delaware law you will have no appraisal rights as a result of the
sale of our videoconferencing services business.

Q: WHOM SHOULD I CALL IF I HAVE QUESTIONS?

A: If you have questions about any of the proposals on which you are voting, you
may call Jay C. Peterson, our chief financial officer, at 512-437-2700.

THE ANNUAL MEETING OF STOCKHOLDERS

This proxy statement is provided in connection with the annual meeting of
stockholders of Forgent Networks, Inc., and any adjournment or postponement of
the meeting. The accompanying proxy is solicited by the board of directors. This
proxy statement and the accompanying form of proxy are first being sent or given
to stockholders beginning on or about , 2003.

TIME AND PLACE

The annual meeting of stockholders of Forgent will be held at 108 Wild
Basin Road, Austin, Texas, on , 2003, at central standard
time.
PURPOSES

At the annual meeting, you will be asked:

— To elect four directors to the board of directors to hold office until

the next annual meeting of stockholders or until their respective

successors are duly elected and qualified;

- To approve the sale of substantially all of the assets used in the
operation of our videoconferencing services business, pursuant to an

11
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asset purchase agreement between our company, GTG Holdings, Inc. and
VidCon Holding Corp., a wholly-owned subsidiary of GTG Holdings, Inc.;

— To ratify the board of directors' appointment of Ernst & Young LLP,
independent accountants, as our independent auditors for the year ending
July 31, 2003; and

- To transact such other business as may properly come before the meeting
or any adjournment thereof.

The board of directors knows of no other matters to be presented for action
at the annual meeting. If any other matters properly come before the annual
meeting, however, the persons named in the proxy will vote on such other matters
in accordance with their best judgment. This includes a motion to adjourn or
postpone the annual meeting to solicit additional proxies. However, no proxy
voted against any of the proposals will be voted in favor of an adjournment or
postponement to solicit additional votes in favor of approval of those
proposals.

RECORD DATE; STOCKHOLDERS ENTITLED TO VOTE

Holders of record of our shares of common stock at the close of business on
, 2003, will be entitled to vote on all matters at the annual meeting.

Each share of common stock will be entitled to one vote. On , 2003, a
total of shares of common stock were outstanding.
QUORUM

A majority of the voting power of the outstanding shares of common stock
entitled to vote, represented in person or by proxy, will be required to
constitute a quorum for the annual meeting.

VOTE REQUIRED

Directors are elected by a plurality of the votes of the shares present in
person or represented by proxy at the annual meeting and entitled to vote on the
election of directors. The sale of our videoconferencing services business must
be approved by the holders of a majority of all the outstanding shares of common
stock on the record date, whether or not present or represented by proxy at the
annual meeting. The ratification of the appointment of independent auditors must
be approved by holders of a majority of the shares of common stock present in
person or represented by proxy at the annual meeting and entitled to vote
thereon.

BOARD RECOMMENDATION

The board of directors recommends that an affirmative vote be cast in favor
of each of the proposals listed in the proxy card.

VOTING YOUR SHARES

The board of directors is soliciting proxies from our stockholders. By
completing and returning the accompanying proxy, you will be authorizing Jay C.
Peterson and Richard N. Snyder to vote your shares. If your proxy is properly
signed and dated, it will be voted as you direct. If you attend the annual
meeting in person, you may vote your shares by completing a ballot at the
meeting.

CHANGING YOUR VOTE BY REVOKING YOUR PROXY

12
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Your proxy may be revoked at any time before it is voted at the annual
meeting by giving notice of revocation to us, in writing, by execution of a
later dated proxy or by attending and voting at the annual meeting. Simply
attending the annual meeting, however, will not revoke your proxy; you must vote
at the annual meeting.

HOW PROXIES ARE COUNTED

If you return a signed and dated proxy card but do not indicate how your
shares are to be voted, those shares will be voted FOR each of the listed
proposals. Votes cast by proxy or in person at the annual meeting will be
tabulated by the election inspectors appointed for the annual meeting.

Shares voted as abstentions on any matter will be counted for purposes of
determining the presence of a quorum at the annual meeting and treated as
unvoted, although present and entitled to vote, for purposes of determining the
approval of each matter as to which a stockholder has abstained. As a result,
abstentions, with respect to any proposal other than the election of directors,
will have the same effect as a vote against such proposal. If a broker submits a
proxy that indicates the broker does not have discretionary authority as to
certain shares to vote on one or more matters, those shares will be counted for
purposes of determining the presence of a quorum at the annual meeting, but will
not be considered as present and entitled to vote with respect to such matters.
Since the Delaware General Corporation Law requires the affirmative vote of the
holders of a majority of the outstanding shares of common stock entitled to vote
on the proposal to approve the sale of our videoconferencing services business,
a "broker non-vote" on such a proposal will have the same effect as a vote
against this proposal.

COST OF SOLICITATION

We will pay all expenses in connection with this solicitation. Our
officers, directors and other regular employees, who will receive no extra
compensation for their services, may solicit proxies by telephone, telegram or
personal solicitation. In addition to the proxy solicitation material mailed to
stockholders, we have also retained the services of to assist in the
solicitation of proxies for a fee estimated at $

ELECTION OF DIRECTORS
(ITEM 1)

Directors are elected annually and serve a one-year term. There are four
nominees for election this year. All of the nominees are currently serving as
directors. Each nominee has consented to serve until the next annual meeting if
elected, and until his or her successor is elected and qualified. You will find
detailed information on each nominee below. If any director is unable to stand
for re-election after distribution of this proxy statement, the board may reduce
its size or designate a substitute. If the board designates a substitute,
proxies voting on the original director candidate will be cast for the
substituted candidate. Proxies cannot be voted for a greater number of persons
than the number of nominees named on the enclosed form of proxy. A

plurality of the votes cast in person or by proxy by the holders of common stock
represented at the annual meeting is required to elect a director.

DIRECTC

13
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NOMINEE AGE PRESENT OFFICE (S) HELD IN OUR COMPANY

Richard N. Snyder...... ...t iinnnnenn. 58 Chairman of the Board, President and
Chief Executive Officer

Kathleen A. Cote. ...ttt ittennneenn. 53 None

James H. Wells. ...t iiieeeeeeeeennenns 55 None

Lou Mazzucchelli...... ... 46 None

The following information regarding the principal occupations and other
employment of the nominees during the past five years and their directorships in
certain companies 1is as reported by the respective nominees:

RICHARD N. SNYDER, age 58, has served as a director of our company since
December 1997 and was elected chairman of the board in March 2000. In June 2001,
Mr. Snyder was elected as president and chief executive officer of our company.
From September 1997 until assuming the positions of president and chief
executive officer of our company, Mr. Snyder served as founder and chief
executive officer of Corum Cove Consulting, LLC, a consulting firm specializing
in providing strategic guidance to high technology businesses. From 1996 until
1997, Mr. Snyder was the senior vice president of World Wide Sales, Marketing,
Service and Support of Compaq Computer Corp., a worldwide computer company. From
1995 until 1996, Mr. Snyder was the senior vice president and general manager of
Dell Americas, a computer manufacturer and marketer. Prior to 1995, Mr. Snyder
served as group general manager of the Deskjet Products Group of Hewlett
Packard. He also serves as a director of Symmetricom, Inc., based in San Jose,
California.

KATHLEEN A. COTE, age 53, has served as a director of our company since
December 1999. She is currently the chief executive officer of WorldPort
Communications, Inc., a provider of internet managed services to the European
market. In January 1998, Ms. Cote founded Seagrass Partners, a provider of
expertise in business planning and strategic development, and served as its
president until May 24, 2001, when she began her role as chief executive officer
of WorldPort. From November 1996 to January 1998, Ms. Cote served as chief
executive officer of ComputerVision Corporation, a hardware, software and
consulting business. From November 1986 to November 1996, she held various
senior management positions with ComputerVision Corporation. In January 1998,
ComputerVision Corporation was acquired by Parametric Technology Corporation.
Ms. Cote is also a director of WorldPort Communications, Inc., based in
Lincolnshire, Illinois, Radview Corporation and Western Digital Corporation.

JAMES H. WELLS, age 55, has served as a director of our company since
December 1999. He currently consults with early stage internet start-up
companies. Mr. Wells was the senior vice president of marketing and business
development of Dazel, a Hewlett Packard enterprise software company, from
January 1999 through February 2000. From April 1995 to March 1998, Mr. Wells
served as vice president of sales and was a founding officer in the internet
streaming company, RealNetworks, Inc.

LOU MAZZUCCHELLI, age 46, has served as a director of our company since
February 2002. He is currently a venture partner at Ridgewood Capital, a venture
capital firm focusing its investments in the information technology industry.
Prior to joining Ridgewood Capital in 2001, Mr. Mazzucchelli was an investment
banker at Gerard Klauer Mattison in New York, which he joined in 1996 as their
PC and digital media technology analyst. Previously, Mr. Mazzucchelli spent 13
years leading Cadre Technologies, a pioneering computer-aided software
engineering tools company that he founded in 1982 and grew to become one of the
top 50 U.S. independent software vendors before its sale in 1986.

None of the nominees is related to any other nominee or to any executive
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officer or director of our company by blood, marriage or adoption (except
relationships, if any, more remote than first cousin).

THE BOARD OF DIRECTORS RECOMMENDS VOTING FOR EACH OF THE FOUR NOMINEES.

BOARD OF DIRECTORS AND COMMITTEES

The board of directors held eight regularly scheduled meetings and one
special meeting during the fiscal year ended July 31, 2002. In addition, the
board of directors acted two times by unanimous consent during the fiscal year
ended July 31, 2002.

The board of directors uses working committees with functional
responsibility in the more complex recurring areas where disinterested oversight
is required. Working committees of the board of directors include the Audit
Committee, the Compensation Committee, the Nominating Committee and the
Executive Committee.

AUDIT COMMITTEE

The Audit Committee is the communication link between the board of
directors and our independent auditors. In addition to recommending the
appointment of the independent auditors to the board of directors, the Audit
Committee reviews the scope of the audit, the accounting policies and reporting
practices, internal auditing and internal control, compliance with our policies
regarding business conduct and other matters as deemed appropriate. The Audit
Committee held four meetings in fiscal 2002 with the independent auditors and
our management. The members of the Audit Committee during the fiscal year ended
July 31, 2002 were Ms. Cote (Chairperson), and Messrs. Wells and Moeller. Mr.
Moeller resigned as a director of our company, effective September 9, 2002.

COMPENSATION COMMITTEE

The Compensation Committee is responsible for approving the compensation
arrangements of senior management and recommending approval by the board of
directors of amendments to our benefit plans. At four regularly scheduled
meetings during the fiscal year ended July 31, 2002, the Compensation Committee
approved stock option awards pursuant to our stock option plans, and developed
and approved a compensation plan for the chief executive officer of our company.
In addition, the Compensation Committee acted one time by unanimous consent
during the fiscal year ended July 31, 2002. The Compensation Committee was
composed of Messrs. Trimm (Chairman), Matthews, Wells and Mazzucchelli during
the fiscal year ended July 31, 2002. On February 23, 2002, Mr. Matthews passed
away. Mr. Trimm resigned as a director of our company, effective September 5,
2002.

NOMINATING COMMITTEE

The Nominating Committee is responsible for continuing studies of the size
and composition of the board of directors and for proposing nominees to the
board. The Nominating Committee did not meet during the fiscal year ended July
31, 2002. The Nominating Committee will consider nominees properly recommended
by security holders. In order to make a nomination, our bylaws generally require
that advance notice of such nomination be provided to our company at least 60
days and not more than 90 days prior to the first anniversary of the preceding
year's annual stockholders' meeting, together with additional information
regarding the nominee and the stockholder making such nominations as called for
by our bylaws. During the fiscal year ended July 31, 2002, the Nominating
Committee was composed of Mr. Moeller (Chairman) and Ms. Cote. Mr. Moeller
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resigned as a director of our company, effective September 9, 2002.
EXECUTIVE COMMITTEE

The Executive Committee is responsible for recommending key strategic and
operational plans for our company. At seven regularly scheduled meetings during
the fiscal year ended July 31, 2002, the Executive Committee discussed the
quarterly focus for our company. The Executive Committee was composed of Messrs.
Snyder (Chairman) and Wells and Ms. Cote, during the fiscal year ended July 31,
2002. In October of 2002, the Executive Committee was disbanded.

During the fiscal year ended July 31, 2002, with the exception of two
directors who missed one regular meeting each, and one director who missed three
regular meetings, all directors attended 100% of the total number of meetings of
the board and the committees on which that director served.

DIRECTOR COMPENSATION

During fiscal 2002, each nonemployee director was paid a retainer of $3,000
for each quarter. Additionally, each nonemployee director was paid $1,000 for
the regularly scheduled and special meetings of the board of directors he or she
attended and $250 for participation in each telephonic meeting not considered an
official board of directors' meeting. Total director fees earned in fiscal 2002
were $94,500.

All nonemployee directors participate in our 1992 Director Stock Option
Plan. Nonemployee directors receive, upon their initial election or appointment
to the board of directors, stock options to purchase 25,000 shares of our common
stock, having an exercise price equal to the market price of our common stock on
the date of grant. Thereafter, each nonemployee director will receive options to
purchase 10,000 shares of our common stock on the anniversary date of his or her
election or appointment to the board of directors. All of these options vest in
equal amounts monthly over a three-year period but cease vesting at the time the
director ceases to be a director.

F.H. (Dick) Moeller resigned as a member of our board of directors,
effective September 9, 2002. The board of directors voted to accelerate certain
options originally issued to Mr. Moeller, as a director of our company, on
December 17, 2001. The result of the accelerated vesting was that Mr. Moeller's
options to purchase 12,500 shares were 100% vested, bringing his total vested
options on September 9, 2002 to 24,500 shares.

The compensation of our employee directors is discussed at "Executive
Compensation" below.

REPORT OF THE AUDIT COMMITTEE

The Audit Committee is composed of two outside directors and operates under
a charter adopted by the board of directors according to the rules and
regulations of the Securities and Exchange Commission and the Nasdag Stock
Market. The Audit Committee members during the fiscal year ended July 31, 2002
were Ms. Cote (Chairman), and Messrs. Wells and Moeller. The board of directors
believes that all of these directors, with the exception of Mr. Moeller, are
independent as defined by Nasdag Stock Market. Under the Nasdag Stock Market
listing requirements, a director will not be considered "independent" if he has
been employed by our company in the current year or the past three years. Mr.
Moeller was chairman of the board until March 2000, and president and chief
executive officer until he resigned in September 1998. Notwithstanding that, the
board of directors determined that his prior employment did not affect his
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ability to exercise independent judgment. Mr. Moeller resigned as a director of
our company, effective September 9, 2002.

The following is the report of the Audit Committee with respect to our
audited financial statements for the fiscal year ended July 31, 2002, which
include our consolidated balance sheets as of July 31, 2002 and 2001, and the
related consolidated statements of operations, stockholders' equity (deficit)
and cash flows for each of the three years in the period ended July 31, 2002,
and the notes thereto. The information contained in this report shall not be
deemed to be "soliciting material"” or to be "filed" with the Securities and
Exchange Commission, nor shall such information be incorporated by reference
into any future filing under the Securities Act of 1933, as amended, or the
Securities Exchange Act of 1934, as amended, except to the extent that we
specifically incorporate it by reference in such filing.

10

REVIEW WITH MANAGEMENT

The Audit Committee has reviewed and discussed our audited financial
statements with management.

REVIEW AND DISCUSSIONS WITH INDEPENDENT ACCOUNTANTS

The Audit Committee did not hold any meetings in conjunction with the full
board of directors during the fiscal year ended July 31, 2002. The Audit
Committee has discussed with Ernst & Young LLP, our independent accountants, the
matters required to be discussed by SAS 61 (Codification of Statements on
Accounting Standards) that includes, among other items, matters related to the
conduct of the audit of our financial statements.

The Audit Committee is scheduled to receive written disclosures and the
letter from Ernst & Young LLP required by Independent Standards Board Standard
No. 1, that relates to the accountant's independence from our company and its
related entities, and has discussed with Ernst & Young LLP their independence
from our company.

Based on the review and discussions referred to above, the Audit Committee
recommended to the board of directors that our audited financial statements be
included in our annual report on Form 10-K for the fiscal year ended July 31,
2002.

SUBMITTED BY THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS
Kathleen A. Cote
James H. Wells
Lou Mazzucchelli
FEES

AUDIT, AUDIT RELATED AND OTHER FEES

We paid fees in the amount of $182,000 for professional services rendered
for the audit of our annual financial statements for the fiscal year ended July
31, 2002 and the reviews of the financial statements included in our Forms 10-Q
for the fiscal year ended July 31, 2002. In addition, we paid $80,800 and
$32,940 for audit related and other fees, respectively, for the fiscal year
ended July 31, 2002.

FINANCIAL INFORMATION SERVICE DESIGN AND IMPLEMENTATION FEES
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We did not pay any fees for financial information service design and
implementation services rendered by Ernst & Young LLP for the fiscal year ended
July 31, 2002.

REPORT FROM THE COMPENSATION COMMITTEE REGARDING EXECUTIVE COMPENSATION

As members of the Compensation Committee, it is our duty to administer the
executive compensation program for our company. The Compensation Committee is
responsible for establishing appropriate compensation goals for the executive
officers of our company and evaluating the performance of our executive officers
in meeting these goals. The elements of the executive compensation program
described below are implemented and periodically reviewed and adjusted by the
Compensation Committee.

11

The goals of the Compensation Committee in establishing our executive
compensation program are as follows:

- To fairly compensate our executive officers for their contributions to
our company's short-term and long-term performance. The elements of our
executive compensation program are:

- annual base salaries;
- quarterly performance bonuses; and
- equity incentives.

- To allow our company to attract, motivate and retain the management
personnel necessary to our company's success by providing an executive
compensation program comparable to that offered by companies with which
we compete for such management personnel.

- To provide an executive compensation program with incentives linked to
the financial performance of our company, and thereby enhance stockholder
value. Under this program, incentive compensation for executive officers
is linked to the financial performance of our company as measured by
earnings per share and revenue.

Base Salaries. The annual base salaries of our chief executive officer and
our other executive officers are determined based on individual performance,
experience and a comparison with salary ranges and midpoints reflecting similar
positions, duties and levels of responsibility at our peer group and other
companies in similar industries and with comparable revenues. Our peer group is
identified under the heading "Comparative Total Returns" below and the
comparisons to companies in similar industries with comparable revenues are
based on reports published by Radford Associates, a provider of national
compensation surveys.

Quarterly Bonus. The quarterly bonuses available to our executive officers
are based upon the achievement of certain earnings per share, revenue and
operating expense goals, development milestones and other personal objectives
for our company set by the Compensation Committee prior to the beginning of such
measurement period. No quarterly bonus was paid to executive officers for the
second and fourth quarters of fiscal year 2002. Three executive officers
received bonuses for the first quarter of fiscal year 2002, totaling $166,728.
Four executive officers received bonuses for the third quarter of fiscal year
2002 totaling $116,201.

Equity Incentives. Equity incentives, including grants of stock options

18



Edgar Filing: FORGENT NETWORKS INC - Form PREM14A

and restricted stock, are determined based on the Compensation Committee's
assessment of the ability of such officers to positively impact our company's
future performance and enhance stockholder value as determined by their
individual performances. Stock option grants and other equity incentives are not
awarded annually, but rather as warranted by individual performance and
experience. Option awards generally vest over a 48-month period. The amount and
vesting of stock options generally are not contingent on achievement of any
performance targets.

In fiscal 2002, options covering a total of 495,599 shares of common stock
at a weighted average exercise price of $3.87 were granted to executives. See
"Executive Compensation -- Stock Option Grants During Fiscal 2002."

Equity and cash incentives are not limited to executive officers. Grants of
stock options are made to all employees upon joining our company in amounts
determined by the Compensation Committee and are also made to selected employees
as performance related awards and as awards for certain job promotions. The
amounts of such grants are determined based on the individual employee's
position with our company and his or her potential ability to beneficially
impact the performance of our company. By giving all employees a stake in the
financial performance of our company, the Compensation Committee's goal is to
provide incentives to all employees of our company to enhance the financial
performance of our company and, thus, stockholder value.

Omnibus Budget Reconciliation Act of 1993. The Omnibus Budget
Reconciliation Act of 1993 added Section 162 (m) to the Internal Revenue Code.
With certain exceptions, beginning with the taxable year commencing January 1,
1994, Section 162 (m) will prevent publicly held corporations, including our

12

company, from taking a tax deduction for compensation in excess of one million
dollars paid to our chief executive officer and the other persons named in the
Summary Compensation Table in this proxy statement. Section 162 (m) will not
apply to limit the deductibility of performance-based compensation exceeding one
million dollars if:

- 1t is paid solely upon attainment of one or more performance goals;

- it is paid pursuant to a performance-based compensation plan adopted by
the Compensation Committee; and

- the terms of the plan are approved by the stockholders before payment of
the compensation.

The Compensation Committee has reviewed our compensation plans with regard
to the deduction limitation contained in Section 162 (m). The Compensation
Committee believes that option grants under our equity plans meet the
requirements for deductible compensation. The Compensation Committee has decided
for the present not to alter our other compensation plans to meet the
deductibility requirements of the regulations promulgated under the Internal
Revenue Code. The Compensation Committee will continue to review the issue and
its determination under the regulations under Section 162 (m) and monitor whether
our compensation plans should be amended in the future to meet the deductibility
requirements. The Compensation Committee does not anticipate that Section 162 (m)
will limit the deductibility of any compensation paid in fiscal year 2002. None
of our executive officers were affected by Section 162 (m) in fiscal year 2002.

COMPENSATION COMMITTEE

Kathleen A. Cote
James H. Wells
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Lou Mazzucchelli

Mr. T. Gary Trimm resigned as a director of our company, effective
September 5, 2002 and Mr. Gordon Matthews passed away on February 23, 2002. Mr.
Trimm and Mr. Matthews were members of our Compensation Committee in fiscal year
2002.

Our committees will continue to monitor and review legislative, regulatory
and Nasdag Stock Market actions in connection with corporate governance, and our
committees will adopt policies and procedures in response to such actions.
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EXECUTIVE COMPENSATION

The following table summarizes certain information regarding compensation
paid or accrued during each of our company's last three fiscal years to our
chief executive officer and each of our other most highly compensated executive
officers, also referred to as our named executive officers:

SUMMARY COMPENSATION TABLE

LONG-TER
A
ANNUAL COMPENSATION  —————————
——————————————————————————————————————— RESTRICTE
PERIOD BONUS AND OTHER ANNUAL STOCK
NAME AND PRINCIPAL ENDED COMMISSIONS COMPENSATION AWARDS
POSITION JULY 31 SALARY ($) ($) ($) (1) ($)
Richard N. Snyder..........c..o.... 2002 300,833 173,737 -0- -0-
Chief Executive Officer 2001 98,333 (5) 32,100 -0- -0-
and President 2000 N/A N/A -0- N/A
Jay C. Peterson........ceeueeuee... 2002 179,860 49,141 -0- 5,000
Chief Financial 2001 165,259 56,205 -0- -0-
Officer, and Vice 2000 126,667 9,751 -0- -0-
President, Finance
Kenneth Kalinoski................. 2002 213,333 60,052 -0- 5,000
Chief Technology 2001 85,185 (5) 34,881 -0- -0-
Officer and Vice 2000 N/A N/A N/A N/A
President, Engineering
Dennis Egan...ee e eeeeeeeeeennnnns 2002 175,149 44,597 -0- -0-
Vice President, Services 2001 178,549 79,580 -0- -0-
2000 154,600 23,895 -0- -0-
Robert R. Swem(4) .. v it 2002 95,158 (5) -0- -0- -0-
Former Vice President, 2001 191,067 78,665 -0- -0-
Operations 2000 172,473 -0- -0- -0-

(1) Includes perquisites and other personal benefits if value is greater than
the lesser of $50,000 or 10% of reported salary and bonus.

(2) Represents the dollar value of any insurance premiums paid by our company
during the covered fiscal year with respect to term life insurance and long
term disability insurance for the benefit of the chief executive officer or
our named executive officers.
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(3) Includes $2,815 tax preparation allowance.
(4) On January 23, 2002, the products division of our company was sold to the

management team of the products division, which was led by Mr. Swem. Mr.
Swem resigned as an officer of our company, effective January 23, 2002.

(5) Represents a partial year of compensation.
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STOCK OPTION GRANTS DURING FISCAL 2002

The following table sets forth information with respect to grants of stock
options to purchase common stock pursuant to our equity plans to our chief
executive officer and the named executive officers reflected in the Summary
Compensation Table above. No stock appreciation rights (SARs) were granted
during fiscal 2002 and none were outstanding as of July 31, 2002.

OPTION/SAR GRANTS IN LAST FISCAL YEAR

POTENTI
ANNUAL RA
INDIVIDUAL GRANTS
NUMBER OF % OF TOTAL
SECURITIES OPTIONS/SARS
UNDERLYING GRANTED TO EXERCISE OR
OPTIONS/SARS EMPLOYEES IN BASE EXPIRATION
NAME GRANTED (#) FISCAL YEAR PRICE ($/SH) DATE 0% (3)
Richard N. Snyder............ 250,000 9.31 4.000 5/24/2012 (263,750
Jay C. Peterson.............. 50,000 1.86 3.040 10/16/2011 -0-
25,000 0.93 3.750 7/11/2012 -0-
50,599 1.88 4.190 7/19/2012 -0-
Kenneth Kalinoski............ 30,000 1.12 3.750 7/11/2012 -0-
65,000 2.42 4.190 7/19/2012 -0-
Dennis Egan.........cououeeeuu.. 25,000 .93 3.040 10/16/2011 -0-
Robert R. Swem........uuvu... -0- -0- -0- N/A -0-
All employee options......... 2,636,719 100 3.278(2) N/A (263,750
All stockholders(3).......... N/A N/A N/A N/A N/2
Optionee gains as % of all
stockholder gains.......... N/A N/A N/A N/A N/ A

(1) The dollar amounts under these columns represent the potential realizable
value of each grant of options assuming that the market price of our common
stock appreciates in value from the date of grant at the five percent and
ten percent annual rates compounded over the ten year term of the option as
prescribed by the Securities and Exchange Commission and therefore are not
intended to forecast possible future appreciation, if any, of the price of
our common stock.

(2) Weighted average grant price of all stock options granted to employees in
fiscal 2002.
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(3) Appreciation for all stockholders is calculated using the average exercise
price for all employee optionees of $3.278 granted during fiscal 2002 and
using the number of shares of our common stock outstanding on July 31, 2002
of 24,814,384.
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AGGREGATED STOCK OPTION/SAR EXERCISES DURING FISCAL 2002 AND STOCK OPTION/SAR
VALUES AS OF JULY 31, 2002

The following table sets forth information with respect to our chief
executive officer and the named executive officers concerning the exercise of
options during fiscal 2002 and unexercised options held as of July 31, 2002:

AGGREGATE OPTION/SAR EXERCISES IN LAST FISCAL YEAR
AND FY-END OPTION/SAR VALUES (1)

NUMBER OF SECURITIES
UNDERLYING UNEXERCISED
OPTIONS/ SARS AT

SHARES FISCAL YEAR END (#)

ACQUIRED ON VALUE @ -
NAME EXERCISE (#) REALIZED ($) EXERCISABLE UNEXERCISABLE
Richard N. Snyder........ 255,902 1,051,256 12,695 255,903
Jay C. Peterson.......... -0- -0- 50, 986 142,438
Kenneth Kalinoski........ -0- -0- 85,416 209,584
Dennis Egan.............. -0- -0- 108,480 34,020
Robert R. Swem........... 23,664 49,969 -0- -0-

(1) All options held by our chief executive officer and the named executive
officers were granted under our 1989 Stock Option Plan or our 1996 Stock
Option Plan. All options granted under the 1989 Stock Option Plan and the
1996 Stock Option Plan are immediately exercisable. However, our company can
repurchase shares issued upon exercise of those options, at the exercise
price, to the extent of the number of shares that have not vested if the
optionee's employment terminates before all of the optionee's option shares
become vested. The amounts under the headings entitled "Exercisable" reflect
vested options as of July 31, 2002 and the amounts under the headings
entitled "Unexercisable" reflect option shares that have not vested as of
July 31, 2002.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

No member of the Compensation Committee is or has been an officer or
employee of our company or any of our subsidiaries or had any relationship
requiring disclosure pursuant to Item 404 of Securities and Exchange Commission
Regulation S-K (Certain Relationships and Related Transactions), with the
exception of Mr. Trimm, who resigned as a director of our company, effective
September 5, 2002, and who is also a principal of Strategic Management, Inc.,
and Mr. Matthews. Our company agreed to pay fees to Strategic Management, Inc.
as described below under the heading "Agreement with Strategic Management, Inc."
The board of directors determined that Mr. Trimm's relationship with Strategic
Management, Inc. did not affect his ability to exercise independent Jjudgment as
a member of the Compensation Committee while he served on that committee. Mr.

VALUE OF
IN-THE-MONEY
AT FISCAL

2,206
51,365
255,820
68,377
_O_

22



Edgar Filing: FORGENT NETWORKS INC - Form PREM14A

Matthews who was one of our company's directors during the fiscal year ended
July 31, 2002, passed away on February 23, 2002. He owned Matthews Consulting
during his lifetime. Our company agreed to pay consulting fees to Matthews
Consulting, as described below under the heading "Agreement with Matthews
Consulting." The board of directors determined that prior to his death, Mr.
Matthews' relationship with Matthews Consulting did not affect his ability to
exercise independent judgment as a member of the Compensation Committee while he
served on that committee. No member of the Compensation Committee served on the
compensation committee or as a director of another corporation, one of whose
directors or executive officers served on the Compensation Committee of or whose
executive officers served on our company's board of directors.
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CERTAIN TRANSACTIONS
OFFICER AND DIRECTOR STOCK LOAN PROGRAM

As of July 31, 2002, under our Officer and Director Stock Loan Program, the
aggregate principal amount of stock loans outstanding was $415,029. Of this
balance, the named executive officers had stock loans outstanding in the
aggregate principal amount of $101,430. Messrs. Moeller and Trimm, former
directors of our company, and Mr. Swem, a former Vice President, Operations, had
stock loans outstanding under this program in the aggregate principal amount of
$157,314, $62,032 and $42,025, respectively.

DIRECTOR RESIGNATIONS

T. Gary Trimm resigned as a member of our board of directors, effective
September 5, 2002. Subsequent to his resignation, Mr. Trimm entered into a
consulting agreement with us, effective September 1, 2002 until December 31,
2002. Mr. Trimm's officer loan balance outstanding at October 31, 2002 was
$39,280.

F.H. (Dick) Moeller resigned as a member of our board of directors,
effective September 9, 2002. Certain options issued to Mr. Moeller, as a
director of our company on December 17, 2001 were accelerated at the date of his
resignation. The result of the accelerated vesting is that Mr. Moeller's options
to purchase 12,500 shares are all vested, bringing his total vested options on
September 9, 2002 to 24,500 shares. Mr. Moeller's officer loan balance
outstanding at October 31, 2002 was $159,728.

AGREEMENT WITH STRATEGIC MANAGEMENT, INC.

On October 5, 2000, we agreed to pay a fee to Strategic Management, Inc., a
company in which T. Gary Trimm, one of our former directors, is a principal, to
assist our company in developing a plan to establish our videoconferencing
systems products division as an independent, self-sustaining unit, and to assist
us in assessing strategic alternatives for this division as part of our
company's efforts to restructure the company's business around its video network
software and videoconferencing services business. Pursuant to this engagement,
we agreed to pay Strategic Management, Inc. an hourly rate for services
rendered, up to a maximum of $60,000. If the products division was sold, the
engagement also provided additional contingent compensation to Strategic
Management, Inc., equal to 7% of the consideration received by our company. The
engagement was approved by the disinterested directors of the company. During
fiscal 2001, we paid $69,000 related to this agreement. With the assistance of
Strategic Management, Inc., we completed the sale of our products division to
VTEL Corporation on January 23, 2002. However, since payment to Strategic
Management, Inc. was contingent upon receipt of payment from VTEL Corporation
and VTEL Corporation defaulted on payments of its notes to us and there is
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uncertainty of collection of these notes, no liability was accrued for a payment
to Strategic Management, Inc. as of July 31, 2002. Mr. Trimm resigned as a
director of our company, effective September 5, 2002.

AGREEMENT WITH MATTHEWS CONSULTING

In October 2000, we agreed to pay an hourly consulting fee to Matthews
Consulting, a company owned by Gordon Matthews, one of our company's directors,
to assist us in maximizing the value of our company's intellectual property
through prosecution of patents and licensing efforts. We paid an aggregate of
$119,508 under this agreement in fiscal 2002. Mr. Matthews passed away on
February 23, 2002.

EMPLOYMENT CONTRACTS; TERMINATION OF EMPLOYMENT AND CHANGE IN CONTROL AGREEMENTS

We have not entered into any employment agreements with members of our
senior management. However, we have entered into change-in-control agreements,
also called parachute agreements, with members of our senior management, which
provide that if the officer is terminated within a specified amount
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of time after a "change in control" of our company (as that term is defined in
the parachute agreements), in any of the following ways:

- by our company other than for cause, the officer's death, retirement or
disability, or

- by the officer for "good reason,"

we will pay to the officer an amount one times his or her current year's salary
and will accelerate the vesting schedule of his or her unvested stock options.
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COMPARATIVE TOTAL RETURNS
PERFORMANCE GRAPH

The following Performance Graph shows the changes over the past five year
period in the wvalue of $100 invested in:

- our common stock;

— the CRSP Total Return Index for NASDAQ Stock Market (U.S. Companies),
also called the NASDAQ Composite Index; and

- the common stock of the peer group (as defined below) of companies whose
returns are weighted according to their respective market capitalization.

The values with each investment as of the beginning of each year are based
on share price appreciation and the reinvestment with dividends on the
respective ex-dividend dates. The peer group for the periods ended July 31,
1998, 1999, 2000 and 2001 consists solely of PictureTel Corporation, whose
business, taken as a whole, resembles our activities. In October of 2001,
PictureTel was acquired by Polycom and thus we have adjusted the returns for the
conversion of PictureTel shares to Polycom, Inc. for the period ended July 31,
2002. If the sale of our videoconferencing services business is approved and is
completed, we anticipate changing our peer group in subsequent periods.
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(GRAPH)

This graph above assumes $100 invested on July 31, 1997 in our common
stock, the NASDAQ Composite Index and the peer group, and was plotted using the
following data:

JULYy 31, JULy 31, JULYy 31, JULy 31, JULy 31, JULY 31,
1997 1998 1999 2000 2001 2002
NASDAQ. s v vt it i iieeeee e $100.00 $118.00 $169.00 $ 240.00 $129.00 $ 85.00
Forgent.................. $100.00 $ 98.00 $ 75.00 $ 53.00 $ 17.00 $ 73.00
Peer Group.........ovuoun.. $100.00 $ 86.00 $ 63.00 $ 43.00 $ 56.00 $ 28.00
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PROPOSAL TO SELL SUBSTANTIALLY ALL OF THE ASSETS USED IN THE
OPERATION OF OUR VIDEOCONFERENCING SERVICES BUSINESS
(ITEM 2)

This section of the proxy statement describes certain aspects of the sale
of substantially all of the assets used in the operation of our
videoconferencing services business. However, we recommend that you read
carefully the complete asset purchase agreement for the precise legal terms of
the agreement and other information that may be important to you. The asset
purchase agreement is included in this proxy statement as Annex A.

THE COMPANIES
FORGENT NETWORKS, INC.

Our company designed, manufactured, sold and serviced videoconferencing
systems from its inception in 1985 until its sale of those assets in January
2002. We currently provide visual communications services and products for
enterprise networks, offering global installation and technical support
services, products from multiple vendors and enterprise software. Our
solution-oriented sales effort is focused in the commercial marketplace, while
we maintain our reseller and channel partner relationships in our former
videoconferencing endpoints markets. Our integrated systems group also provides
solutions for customers who have required multiple voice activated cameras,
custom user-interface and other customized requirements. In addition to our
existing service and maintenance offerings, we currently intend to enhance our
network management service capabilities.

We are researching and developing technologies to provide a video network
enterprise software platform designed to provide interoperability and
compatibility standards for both traditional and internet protocol networks, as
well as drive the migration to video over internet protocol networks. We refer
to these activities as our solutions business, which is conducted under the name
"Forgent Networks." The primary focus of our solutions division is on delivering
the high-end visual communication systems that provide functionality to
customers in markets such as education, government and health care.

Upon completion of the sale of our videoconferencing services business, we
will concentrate on developing and expanding our video enterprise software and
technology licensing businesses. Our company primarily delivers its capabilities
directly to end user customers.
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Our principal executive office is located at 108 Wild Basin Road Austin,
Texas 78746, and our telephone number is (512) 437-2700.

GTG HOLDINGS, INC.

GTG Holdings, Inc. is a holding company affiliated with Gores Technology
Group, a privately held international acquisition and management firm that
pursues an aggressive strategy of acquiring promising high-technology
organizations and managing them for growth and profitability. GTG Holdings holds
a number of the businesses acquired through transactions led by Gores Technology
Group.

The principal executive offices of GTG Holdings are located at 10877
Wilshire Boulevard, Suite 1805, Los Angeles, California 90024 and its telephone
number is (310) 209-3010.

VidCon Holding Corp. is a Delaware corporation and a wholly-owned
subsidiary of GTG Holdings. VidCon was incorporated by GTG Holdings solely for
the purpose of acquiring the assets of our company's videoconferencing services
business.

BACKGROUND OF THE SALE OF OUR VIDEOCONFERENCING SERVICES BUSINESS

On July 12, 2002, the board of directors retained Raymond James &
Associates, Inc. as its exclusive financial advisor to assist our company in
maximizing stockholder value through an evaluation of our videoconferencing
services business. From July 13, 2002, to August 16, 2002, Raymond James &
Associates, Inc. conducted a review of our videoconferencing services business.
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The board authorized management and Raymond James & Associates, Inc. to
contact potential parties who might be interested in acquiring our
videoconferencing services business. At this time the board had not made any
decision as to what course of conduct to pursue with respect to our
videoconferencing services business.

From August 19, 2002 to November 2, 2002, Raymond James & Associates, Inc.
and our management contacted potential strategic acquirors and financial
investors to gauge interest in a possible transaction involving our
videoconferencing services business. From October 30, 2002 to November 6, 2002,
our company received certain indications of interest for our videoconferencing
services business, including an offer from Gores Technology Group. The board of
directors reviewed each of the indications of interest received and Raymond
James & Associates, Inc. and various members of our management met with
representatives of each group, including Gores Technology Group, that had
indicated an interest in our videoconferencing services business. The board
assessed the overall structure of each proposal, including what representations
and warranties our company was likely to be required to make, the liabilities
our company would be required to retain, the amount and form of the
consideration to be received and the extent of any indemnification obligations.
During this time, due diligence materials were exchanged and various
modifications to the proposals were discussed.

On November 15, 2002, we entered into a non-binding letter of intent with
Gores Technology Group, an affiliate of GTG Holdings, to negotiate an agreement
with GTG Holdings. Subsequent to that date, representatives of our company,
Raymond James & Associates, Inc. and GTG Holdings continued their due diligence
efforts and began to work on the terms of an asset purchase agreement.

On December 5, 2002, the board met to review the GTIG Holdings proposal.

26



Edgar Filing: FORGENT NETWORKS INC - Form PREM14A

Raymond James & Associates, Inc. gave a presentation to the board regarding the
fairness, from a financial point of view, of the proposal made by GTG Holdings.
Legal counsel for the company also participated. After carefully evaluating the
proposal the board determined to accept the proposal made by GTG Holdings.

From December 5, 2002 through the execution of the definitive asset
purchase agreement, GTG Holdings and its legal counsel continued their due
diligence efforts. During this time we, representatives of Raymond James &
Associates, Inc., and our legal counsel and GTG Holdings and its legal counsel
met together and participated by telephone and in person in a series of
negotiations finalizing the terms of the asset purchase agreement and the other
related agreements. These negotiations covered all aspects of the transaction,
which included, among other items, the representations and warranties made by
the parties, the restrictions on the conduct of our videoconferencing services
business prior to closing, the conditions to closing, the termination
provisions, the consequences of termination, the consideration to be received
and any purchase price adjustments to be effected.

On December 11, 2002, the board of directors held another meeting by
telephone. Following a continued discussion of the terms of the asset purchase
agreement and the other related agreements, the board of directors unanimously
approved the terms of the asset purchase agreement. The board of directors also
unanimously resolved to recommend that our stockholders approve and adopt the
asset purchase agreement and the sale of substantially all of the assets used in
the operation of our videoconferencing services business to GTG Holdings.

The asset purchase agreement was executed as of January 6, 2003. We
announced the execution of the asset purchase agreement on January 7, 2003.

REASONS FOR THE SALE OF OUR VIDEOCONFERENCING SERVICES BUSINESS

We are proposing to sell our videoconferencing services business to VidCon
Holding Corp., a wholly-owned subsidiary of GTG Holdings, because we believe
that the sale and the terms of the related asset purchase agreement are in the
best interests of our company and our stockholders. The board of directors has
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identified various benefits that are likely to result from the sale of our
videoconferencing services business. The board of directors believes the sale of
that business will:

- allow us to devote substantially all of our energies and resources to
development of our enterprise software and technology licensing business,
thereby focusing on licensing versus service contracts, professional
services versus break/fix repairs and enterprise software offerings
versus endpoint device repair;

— allow us to compete more effectively as a seller of enterprise software
and as a technology licensor by disassociating our company from our
videoconferencing services business and thereby focusing on what the
company believes are our remaining higher margin and growth
opportunities;

— allow us to direct our focus to the potentially better overall returns
from our enterprise software and technology licensing business, by
reducing our expenses and increasing our cash balances;

— allow us to have greater financial flexibility and simplified financial
statements by reducing the deferred revenue associated with the
videoconferencing services business; and
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— provide an improved organizational focus and free up senior management
from having to oversee a remote business unit.

In arriving at its determination that the asset sale is in the best
interests of our company and its stockholders, the board of directors carefully
considered the terms of the asset purchase agreement as well as the potential
impacts of the asset sale on our company. As part of this process, the board of
directors considered the advice and assistance of its outside financial advisors
and legal counsel. In determining to authorize the asset sale, the board of
directors considered the factors set out above as well as the following factors:

— the written opinion that we received from Raymond James & Associlates,
Inc., our company's financial advisor, that the consideration to be
received by our company pursuant to the asset sale is fair to our
stockholders from a financial point of view;

— the fact that GTG Holdings' offer was superior to other offers we
received;

- the terms and conditions of the asset purchase agreement, including the
fiduciary out provision negotiated by the board, which allows the board
to consider unsolicited offers to purchase the videoconferencing services
business;

— the fact that the sale of our videoconferencing services business must be
approved by the holders of a majority of the company's common stock,
which ensures that the board will not be taking action of which the
stockholders disapprove;

- the risk that after the asset sale our company will have a less
diversified business which would leave our company dependent on the
performance of our network enterprise software and our licensing
business;

- the risk that our company could be exposed to future indemnification
payments for a breach of the representations, warranties and covenants
contained in the asset purchase agreement;

— the risk that the purchase price for the videoconferencing services
business will be adjusted down if there is a change in the net asset
value of the assets sold or an increase in deferred revenues associated
with our videoconferencing services business; and

— the risk that the asset sale might not be consummated.

In view of the variety of factors considered in connection with its
evaluation of the asset sale, the board of directors did not find it practical
to, and did not quantify or otherwise attempt to, assign relative weights to the
specific factors considered in reaching its conclusions.
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RECOMMENDATION OF THE BOARD OF DIRECTORS

The board of directors has determined that the sale of our
videoconferencing services business is in the best interests of our company and
our stockholders. The board of directors has unanimously approved the asset
purchase agreement and unanimously recommends that the stockholders vote in
favor of the proposal to approve the sale of substantially all of the assets
used in the operation of our videoconferencing services business to VidCon, a
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wholly-owned subsidiary of GTG Holdings, pursuant to the asset purchase
agreement and the transactions contemplated by the asset purchase agreement.

OPINION OF OUR FINANCIAL ADVISOR

Our company retained Raymond James & Associates, Inc. to assist in the
consideration of strategic alternatives for our videoconferencing services
business. Our company requested Raymond James & Associates, Inc. to evaluate the
fairness, from a financial point of view, of the consideration to be received by
us in the sale of our videoconferencing services business.

At a meeting of the board of directors on December 5, 2002, Raymond James &
Associates, Inc. delivered an oral presentation and written opinion to the board
of directors to the effect that, as of such date and based on and subject to the
matters set forth in the opinion and as described below, the consideration to be
received by us pursuant to the asset purchase agreement was fair, from a
financial point of view, to the holders of our company's common stock. No
limitations were imposed by the board of directors upon Raymond James &
Associates, Inc. with respect to the investigations it made or procedures it
followed in rendering its opinion.

The full text of the written opinion of Raymond James & Associates, Inc.,
dated December 5, 2002, which sets forth the assumptions made, matters
considered and limits on the review undertaken, is attached as Annex B to this
proxy statement. Our stockholders are urged to read the opinion in its entirety.
Raymond James & Associates, Inc.'s written opinion is addressed to the board of
directors, is directed only to the fairness, from a financial point of view, of
the consideration to be received by us pursuant to the asset purchase agreement
and does not constitute a recommendation to any of our stockholders as to how
such stockholder should vote at the annual meeting. The opinion does not express
any opinion with respect to any reasons, legal, business or otherwise, that may
support the decision of the board to approve or consummate the sale of the
videoconferencing services business. The terms of the asset purchase agreement,
including the amount of the consideration, were determined pursuant to
negotiations between us and GTG Holdings, and not pursuant to recommendations of
Raymond James & Associates, Inc.

In connection with Raymond James & Associates, Inc.'s review of the
proposed transaction and the preparation of the opinion, Raymond James &
Associates, Inc. has, among other things:

1. reviewed the financial terms and conditions as stated in the asset
purchase agreement;

2. reviewed the unaudited financial statements of our
videoconferencing services business as of and for the years ended July 31,
2002, 2001 and 2000, and for the quarter ended October 31, 2002;

3. reviewed the financial projections of our videoconferencing
services business for the years ended December 31, 2002 and 2003 and the
fiscal years ended July 31, 2003, 2004 and 2005 prepared by our company;

4. reviewed certain other information on the videoconferencing
services business made available to Raymond James & Associates, Inc. by us;

5. discussed with members of our senior management certain information
relating to the aforementioned, and any other matters which Raymond James &
Associates, Inc. deemed relevant to the opinion inquiry;

6. reviewed selected publicly available information concerning
companies in businesses considered by Raymond James & Associates, Inc. to
be most comparable to our videoconferencing services business;
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7. reviewed financial information and other information concerning
selected completed business combinations deemed to be comparable to our
videoconferencing services business; and

8. reviewed certain other information deemed by Raymond James &
Associates, Inc. to be relevant for purposes of the opinion.

In conducting its investigation and analyses and in arriving at its
opinion, Raymond James & Associates, Inc. took into account such accepted
financial and investment banking procedures and considerations as it deemed
relevant, including a review of the following: historical and projected
revenues, operating earnings, net income and of our videoconferencing services
business and certain other publicly held companies in businesses it believed to
be comparable to our videoconferencing services business; the current and
projected financial position and results of operations of our videoconferencing
services business; and the general condition of the securities markets.

As described in its opinion, Raymond James & Associates, Inc. assumed and
relied upon the accuracy and completeness of all information supplied or
otherwise made available to Raymond James & Associates, Inc. by us or any other
party and did not attempt to verify independently any such information. In
addition, Raymond James & Associates, Inc. did not make or rely upon any
independent evaluation or appraisal of any of the assets or liabilities
(contingent or otherwise) of our company in preparing and delivering its
opinion. Raymond James & Associates, Inc. assumed that the financial forecasts,
estimates, projections, and other information with respect to our
videoconferencing services business examined by Raymond James & Associates, Inc.
had been reasonably prepared in good faith on bases reflecting the best
currently available estimates and judgments of our management, and Raymond James
& Associates, Inc. relied upon each party to advise it promptly if any such
information previously provided to or discussed with Raymond James & Associates,
Inc. had become inaccurate or had been required to be updated during the period
of its review. In addition, Raymond James & Associates, Inc. has assumed that
the transaction will be consummated substantially in accordance with the terms
set forth in the asset purchase agreement.

The opinion was based on economic, market, and other conditions as in
effect on, and the information available to it as of, December 5, 2002, the date
of the opinion.

FAIRNESS OPINION ANALYSES

The following is a summary of the analyses performed by Raymond James &
Associates, Inc. in connection with the preparation of the opinion. This summary
is not a complete description of the analyses underlying the opinion. Raymond
James and Associates, Inc.'s opinion regarding the fairness of the merger was
not based on any one analysis or any particular subset of these analyses but
rather gave consideration of all of the analyses taken as a whole.

Discounted Cash Flow Analysis. Raymond James & Associates, Inc. performed
a discounted cash flow analysis based on the unlevered discounted cash flow of
the projected three-year financial performance of our videoconferencing services
business. Raymond James & Associates, Inc. prepared projections for calendar
years 2003-2005 for our videoconferencing services business based on our
projections for calendar years 2003-2005 and on certain assumptions provided by
our management regarding the performance of our videoconferencing services
business. Terminal values were calculated by applying an earnings before
interest, taxes, depreciation and amortization, or EBITDA, multiple ranging from
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3.5x to 5.5x to the projected EBITDA of our videoconferencing services business
in fiscal year 2005. Discount rates ranging from 12% to 18% were selected to
reflect the risk inherent in our business and our projections. Based on this
analysis, our implied equity value ranged from $14.7 million to $28.6 million
with a midpoint of $21.2 million. Discounted cash flow analysis is a widely used
valuation methodology, but it relies on numerous assumptions, including assets
and earnings growth rates, terminal values, and discount rates. This analysis is
not necessarily reflective of the actual value of our videoconferencing services
business.

Analysis of Publicly Traded Comparable Companies. Raymond James &
Associates, Inc. analyzed selected historical financial, operating, and stock
market data of our videoconferencing services business and other publicly traded
companies that Raymond James & Associates, Inc. deemed to be comparable to our
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videoconferencing services business. The eight public companies deemed by
Raymond James & Associates, Inc. to be reasonably comparable to our
videoconferencing services business in terms of services offered, markets
served, and business prospects were Clear One Communications Corp., Electronic
Data Systems Corp., Genesys S.A., MCSi, Inc., Perot Systems, Predictive Systems,
Raindance Communications, Inc. and Wire One Technologies, Inc.

Although we were included in the analysis for reference purposes, our
videoconferencing services business was not included in any calculation of
implied multiples for purposes of Raymond James & Associates, Inc.'s analysis.

The comparable company and comparable transaction analyses, as 1is typical,
were based on market data for companies deemed to be similar to our
videoconferencing services business and from previous transactions involving
companies deemed similar to our videoconferencing services business. Since no
company or transaction is precisely comparable to our videoconferencing services
business, the analyses relied on data from a group of companies and
transactions. Accordingly, an analysis of the results of the foregoing
necessarily involves complex considerations and judgments concerning the
differences in financial and operating characteristics of our videoconferencing
services business and other factors that could affect the public trading value
of the comparable companies to which they are being compared. If single company
or transaction comparisons were to be used, the implied value for our
videoconferencing services business would vary significantly depending on which
company or transaction is chosen. For this reason, the analyses present the
results for not only the highest and lowest implied values for each analysis but
also the results for the median and mean values for the entire group of
companies or transactions analyzed.

Raymond James & Associates, Inc. examined certain publicly available
financial data of the eight comparable public companies, including the ratio of
enterprise value (equity value plus total debt, including preferred stock, less
cash and cash equivalents) to the following metrics: trailing twelve months net
revenues, trailing twelve months EBITDA, and trailing twelve months earnings
before interest and taxes, or EBIT, trailing twelve months net income, calendar
year 2002 net revenues, calendar year 2002 EBITDA, calendar year 2002 EBIT,
calendar year 2002 net income, calendar year 2003 net revenues, calendar year
2003 EBITDA, calendar year 2003 EBIT and calendar year 2003 net income.

MARKET MULTIPLES

RANGE MEDIAN MEAN
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Enterprise Value/TTM Net REVENUE. ...ttt nteennnennnnennns 0.5x-2.5x 0.8x
Enterprise Value/TTM EBITDA. ¢ vt vttt e e te e neeeeaneeaanaeaens 3.7x-12.3x 4.8x
Enterprise Value/TTM EBIT . ..t u ittt e eeeeneeeeaeeeaanneeens 5.8x-11.6x 6.3x
Enterprise Value/TTM Net INCOME . .t v v vt e e neeennenenennnennns 7.2x-19.8x 8.7x
Enterprise Value/CY2002 Net REVENUE. . ...ttt enereennnnennn. 0.5x-2.3x 0.8x
Enterprise Value/CY2002 EBITDA. .ttt teeenenenaeneennnennns 3.9x%x-14.3x 6.1x
Enterprise Value/CY2002 EBIT. ..t vt et eeneeennnneennnenens 6.8x-9.7x 7.6x
Enterprise Value/CY2002 Net INCOME. ... v rsteeneenennnnennns 8.2x-16.8x 10.1x
Enterprise Value/CY2003 Net REVENUE. ...ttt enennennnnennn. 0.3x-1.8x 0.7x
Enterprise Value/CY2003 EBITDA. .+t vt teeeneneenneneennnennns 1.7x-7.5x 4.6x
Enterprise Value/CY2003 EBIT. ..t vttt neneeneeennnneennnennns 1.9x%-15.0x 6.8x
Enterprise Value/CY2003 Net TNCOME. . v vt vt eneeeneeennennns 3.2x-27.7x%x 8.1x
25

Raymond James & Associates, Inc. then applied the ratios derived from its
comparable public company analysis to our videoconferencing services business
unaudited operating results for its fiscal trailing twelve months, calendar year
2002 and calendar year 2003 to determine an implied enterprise value for our
videoconferencing services business. The following table summarizes the results
of this analysis.

IMPLIED ENTERPRISE

[

[
P 39O JdJJO0OF J0
[\

[

VALUE

($, MILLIONS)

Enterprise Value/TTM (1) Net REVENUES. ... tvutteneeeneeennnns S 8.9-$%$45.6 $14.6
Enterprise Value/TTM EBITDA. ¢ c vttt vt e e et eeneeeeanaeeennns $19.4-564.8 $25.2
Enterprise Value/TTM EBIT. ..t v it et neeeeeeneeeaanaeeennss $24.4-548.9 $26.5
Enterprise Value/CY (2)2002 Net REVENUES. ...t vewteeneeennnn. S 8.4-$40.7 $14.1
Enterprise Value/CY2002 EBITDA. ..t vttt e et enneeennnnenennns $20.5-875.4 $32.0
Enterprise Value/CY2002 EBIT. ..t itn e enenneeennnnenennns $29.3-541.7 $32.6
Enterprise Value/CY2003 Net REVENUES. . vt e e eenennenennn. $ 5.9-$31.1 $11.8
Enterprise Value/CY2003 EBITDA. ..t vttt et enneeennnnenennns $ 9.6-541.1 $25.0
Enterprise Value/CY2003 EBIT. ..ttt tneneeneneeneeeenenennns $ 8.3-567.0 $30.5
(1) "TTM" is an abbreviation for trailing twelve months.

(2) "CY" is an abbreviation for calendar year.

Analysis of Selected Merger and Acquisition Transactions. Raymond James &

Associates, Inc. compared the proposed asset sale with selected comparable
merger and acquisition transactions. No transaction analyzed in Raymond James &
Associates, Inc.'s comparable transaction analysis was identical to the asset
sale. Accordingly, this analysis necessarily involves complex considerations and
judgments concerning differences in financial and operating characteristics and
other factors between us and the other transactions considered that could affect
the acquisition value of the companies to which our videoconferencing services
business was being compared.

Raymond James & Associates, Inc. performed an analysis of 35 merger and

$18.
$33.
$31.
$16.
$38.
$34.
$13.
$26.
$34.
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acquisition transactions of electronic conferencing services and outsourced IT

services companies that occurred between June,

1998 and October,

merger and acquisition transactions considered were:

DATE
ANNOUNCED

TARGET

Electronic Conferencing

10/04/02

06/04/02

01/22/02

05/24/01

12/05/00

10/09/00

10/01/00

09/15/00

07/06/00

DATE
ANNOUNCED

02/16/00

02/04/00

01/07/00

12/15/98

08/16/99

07/01/99

04/14/99

04/01/99

12/11/98

eRoom Technology

Global
Scheduling
Solutions
E.mergent

Picture Tel
Accord Networks

Intellisys
Group, Inc.

Vialog Corp.

Westek
Presentation
Systems
Midwest Visual

TARGET

Duocom

Fairview—-AFX,
Inc.
Video Images

Dreher

Technical
Industries
Williams
Conferencing
VideoWeb

Alocha
Conferencing
Axidata

TARGET DESCRIPTION

Developer of document collaboration
software. ..ottt i e e
Enterprise conference room scheduling
and resource management solutions......

Provider of videoconferencing products
and SEerVICES ..ttt ittt
Producer of PC-based video
collaboration solutions................
Producer of IP-based voice and video
communications solutions...............
Provides integration and support
services for audio-visual conferencing
SOlULIONS . v ittt it e e e e e e e
Specialist provider of conferencing
SV @ =
Provides integration services for
audio-visual conferencing solutions....

Reseller and integrator of audio-visual
conferencing solutions.................
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TARGET DESCRIPTION

Provides integration services for
audio-visual conferencing solutions....
Reseller and integrator of audio visual
conferencing solutions.................
Provides audio-visual conferencing
products and ServicCesS.......eeeeeeeenen.
Manufacturer of audio-visual
conferencing products...............
Provides integration services for
audio-visual conferencing solutions....
Videoconferencing, satellite, audio
conferencing. .....oi ittt et
Operator-assisted multipoint
videoconferencing services.............
Operator-assisted teleconferencing

LS v 1 Y
Reseller of computer technology

2002.

The 35

TTM
REVENUES

$ 37.0

22.4

229.6

36.6

149.1

75.5

14.0

45.3

TTM
REVENUES

N/A

16.4

N/A

N/A

N/A

TTM
EBITDA

($, MILLIONS)

$ N/A $ N
N/A N
1.5 0

(85.1) (103
2.8 1
(6.7) (20
15.4 5
N/A N
N/A 2
TTM TTM

EBITDA EBIT

($, MILLIONS)

N/A 3
N/A 0
N/A 0
N/A 4
1.6 1
N/A N
N/A N
N/A N
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SOLULIONS s v vttt ettt et ettt eeeeeeeennn N/A N/A
07/17/98 Consolidated Reseller and integrator of audio-visual
Media Systems conferencing solutions................. 69.5 3.1
06/01/98 Electronic Image Integration services for audio-visual
Systems conferencing solutions and computer
EQUIPMENE o vt ettt ettt ettt e 12.4 N/A
Outsourced IT Services
09/04/01 Century Computer Provides IT SErvViCeS....ueeueueenneennnn 379.6 (14.1)
Consultants
10/05/01 Renaissance Provides IT consulting services........ 338.9 (9.5)
Worldwide Inc
06/14/01 Aris Corp Provides computer related services..... 65.7 (10.5)
05/23/01 Structural Develops software, engineering
Dynamics LSSV @ = O 459.6 46.6
Research
05/14/01 Digital Island Provides IT Networks services.......... 104.6 (221.2)
Inc
05/07/01 Proxicom Inc Provides IT consulting services........ 208.0 (6.2)
04/19/01 Mainspring Inc Provides business consulting
[SES oV I = = T 37.2 (21.4)
04/02/01 Systematics AG Provides computer integration
LS v 1 Y 570.0 20.3
02/21/01 IMRglobal Corp Provides IT services.........covevvne... 256.2 25.0
03/13/01 Cambridge Global IT services and e-solutions
Technology PrOVider . @ittt e e e e e e e 586.6 (61.3)
02/27/01 Planning Consulting and infrastructure
Technologies LSS Vs @ = R 30.0 N/A
09/26/00 Synet Service Consulting and systems integration
Corp. LTS o VA o7 == S 11.0 N/A
08/10/00 Human Code IT and computer systems design
oL oY =T 20.0 N/A
04/13/00 Sequoia IT solutions sServicCes........eeeeneenn.. 57.0 N/A
03/31/00 SCA/Harris Technology consulting services......... 15.0 N/A
Chapman
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The following table summarizes the results of this analysis.
SELECTED MERGER AND ACQUISITION TRANSACTIONS ANALYSIS SUMMARY
MARKET MULTIPLE
RANGE MEDIAN MEAN
Enterprise Value/TTM Net ReVENUE. ...ttt t s teenennennnnennns 0.1x— 9.4x 1.5x 1.9x
Enterprise Value/TTM EBITDA. ¢ vt v ettt et e e neeeeaneeaanneeens 7.3x-18.7x 15.8x 14.1x
Enterprise Value/TTM EBIT . ..t i ettt neeeeneeeeaneeaanneeens 4.3x-34.4x% 8.4x 11.8x

Raymond James & Associlates,

Inc.

then applied the ratios derived from the

comparable transaction analysis to our videoconferencing services business'
unaudited operating results for the trailing twelve months to determine an

implied enterprise value.
analysis.

The following table summarizes the results of this

SELECTED MERGER AND ACQUISITION TRANSACTIONS ANALYSIS SUMMARY
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IMPLIED ENTERPRISE VALUE

($, MILLIONS)

Enterprise Value/TTM Net REVENUE. .. vt ittt et teneenneeennnn S 1.6-5169 $26.7

Enterprise Value/TTM EBITDA. ¢ u v it et neeeeneeeeeeaneeennas $38.2-$ 98.4 $83.5

Enterprise Value/TTM EBIT. ..ttt e e eeeeeneeeeennneeennas $18.0-$145.3 $35.6
Opinion of Raymond James & Associates, Inc. The summary set forth above

does not purport to be a complete description of the analyses of data underlying
Raymond James & Associates, Inc.'s opinion or its presentation to the board of
directors. The preparation of a fairness opinion is a complex process and is not
necessarily susceptible to a partial analysis or summary description. Raymond
James & Associates, Inc. believes that its analyses must be considered as a
whole and that selecting portions of its analyses, without considering the
analyses taken as a whole, would create an incomplete view of the process
underlying the analyses set forth in its opinion. In addition, Raymond James &
Associates, Inc. considered the results of all such analyses and did not assign
relative weights to any of the analyses, so the ranges of valuations resulting
from any particular analysis described above should not be taken to be Raymond
James & Associlates, Inc.'s view of the actual value of the videoconferencing
services business. In undertaking its analysis, Raymond James & Associates, Inc.
considered, among the other aspects of its analyses discussed above, those which
indicated a potential value for the videoconferencing services business greater
than the proposed asset sale consideration.

In summary, while Raymond James & Associates, Inc. based its opinion on the
totality of the analyses it conducted and not on any single analysis, Raymond
James & Associates, Inc. nonetheless examined each of the cases where the
implied value under a particular analysis exceeded the proposed asset sale
consideration and came to the opinion that in each case there were circumstances
which argued against relying solely on the results of such analysis. In
considering these circumstances, as discussed above, and in considering the
results of the complete set of analyses using a variety of methodologies,
Raymond James & Associates, Inc. formed its opinion described herein.

In performing its analyses, Raymond James & Associates, Inc. made numerous
assumptions with respect to industry performance, general business, economic and
regulatory conditions and other matters, many of which are beyond our control.
The analyses performed by Raymond James & Associates, Inc. are not necessarily
indicative of actual values, trading values or actual future results which might
be achieved, all of which may be significantly more or less favorable than
suggested by such analyses. Such analyses were prepared solely as part of
Raymond James & Associates, Inc.'s analysis of the fairness of the financial
terms and conditions of the transaction to us from a financial point of view and
were provided to the board of directors. The analyses do not purport to be
appraisals or to reflect the prices at which businesses or securities might be
sold. In addition, as described above, the opinion of Raymond James &
Associates, Inc. was one of many factors taken into consideration by the board
of directors in making its determination to approve the
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transaction. Consequently, the analyses described above should not be viewed as
determinative of the board of directors' opinion with respect to the value of

$33.6
$74.2
$50.0
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the videoconferencing services business.

We have agreed to pay Raymond James & Associates, Inc. a retainer fee of
$50,000, as well as an additional fee of $50,000 for rendering a fairness
opinion. If the transaction is consummated, Raymond James & Associates, Inc.
will receive an additional fee of approximately $450,000. We have also agreed to
reimburse Raymond James & Associates, Inc. for its reasonable out-of-pocket
expenses and to provide customary indemnification protection to Raymond James &
Associates, Inc. In the ordinary course of business, Raymond James & Associates,
Inc. may trade in our securities for its own account and for the accounts of its
customers and, accordingly, may at any time hold a long or short position in
such securities.

Raymond James & Associates, Inc. has consented to the descriptions of its
opinion in, and the inclusion of its opinion as an appendix to, this proxy
statement.

Our company selected Raymond James & Associates, Inc. based on its
experience, expertise and reputation. Raymond James & Associates, Inc. is
actively engaged in the investment banking business and regularly undertakes the
valuation of businesses in connection with business combinations and similar
transactions

PROCEEDS OF THE SALE OF OUR VIDEOCONFERENCING SERVICES BUSINESS

Our company will retain the proceeds of the sale of our videoconferencing
services business. It is the intention of the board of directors to use the
proceeds, along with our other cash and cash equivalents, in connection with our
future business plan to grow our remaining business and to further expand
through acquisitions.

STOCKHOLDER APPROVAL OF THE SALE OF OUR VIDEOCONFERENCING SERVICES BUSINESS;
VOTE REQUIRED

Under section 271 of the Delaware General Corporation Law, the sale by our
company of "all or substantially all" of our assets requires approval by the
affirmative vote of the holders of a majority of the voting power of all
outstanding shares of our common stock on the record date. We, in consultation
with our legal counsel, have determined that the sale of substantially all of
the assets used in the operation of our videoconferencing services business to
VidCon may constitute a sale of "all or substantially all" of our assets based
on current interpretations of that term. The asset purchase agreement provides
that, as a condition to our obligation to consummate the transactions
contemplated by the asset purchase agreement, we must obtain the consent of our
stockholders, if required under Delaware General Corporation Law. Therefore, the
affirmative vote of the holders of at least a majority of the voting power of
all outstanding shares of our common stock on the record date must be obtained.

NO CHANGES TO THE RIGHTS OF SECURITY HOLDERS; NO APPRAISAL RIGHTS

Our stockholders will not experience any change in their rights as
stockholders as a result of the sale of substantially all of the assets used in
the operation of our videoconferencing services business. We are organized under
the corporate laws of the State of Delaware. Neither Delaware law, our
certificate of incorporation nor our bylaws provides for appraisal or other
similar rights for dissenting stockholders in connection with this transaction.
Accordingly, our stockholders will have no right to dissent and obtain payment
for their shares.

REGULATORY MATTERS

No material regulatory approvals, filings or consents are required to
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complete the sale of our videoconferencing services business.
ACCOUNTING TREATMENT

The proposed sale of substantially all of the assets used in the operation
of our videoconferencing services business is expected to be accounted for as a
sale of assets.
29

MATERIAL UNITED STATES FEDERAL INCOME TAX CONSEQUENCES

The following describes the material United States federal income tax
consequences of the proposed sale of our videoconferencing services business to
VidCon that are generally applicable to our company and its stockholders. The
following discussion is based on the current provisions of the Internal Revenue
Code, existing, temporary, and proposed Treasury regulations thereunder, and
current administrative rulings and court decisions. Future legislative, judicial
or administrative actions or decisions, which may be retroactive in effect, may
affect the accuracy of any statements in this summary with respect to the
transactions entered into or contemplated prior to the effective date of those
changes.

The proposed sale of our videoconferencing services business to VidCon will
be a transaction taxable to our company for United States federal income tax
purposes. Our company will recognize taxable income equal to the amount realized
on the sale in excess of our tax basis in the assets sold. The amount realized
on the sale will consist of the cash our company receives in exchange for the
assets sold, including the amount of any cash subsequently received from the
amounts escrowed at closing, plus the amount of liabilities assumed by VidCon.

Although we expect to recognize a gain on the sale of our videoconferencing
services business to VidCon, our available federal income tax net operating and
net capital loss carry forwards, as currently reflected on the company's
consolidated federal income tax returns, are in excess of the estimated amount
of the gain. However, depending upon the operating results during the remaining
quarters of our fiscal year ending July 31, 2003, we may incur Alternative
Minimum Tax, which, in general, will result in an effective tax rate of
approximately two percent. The availability and amount of tax loss carry
forwards are subject to audit and adjustment by the Internal Revenue Service. In
the event that the Internal Revenue Service adjusts the loss carry forwards, our
company may incur a tax liability.

Our stockholders will experience no direct federal income tax consequences
as a result of the consummation of the proposed sale of our videoconferencing
services business to VidCon.

Our company files income tax returns in more than one state. Because state
income tax laws do not necessarily follow federal law, and because state laws
themselves differ, the state income tax consequences of the sale of our
videoconferencing services business to VidCon will vary state by state. The tax
loss carry forwards in a particular state may not completely offset state
taxable income, and state income tax may be incurred on the sale. However, it is
not anticipated that the sale will result in a material amount of state income
taxes.

EACH HOLDER OF OUR COMMON STOCK IS URGED TO CONSULT HIS OR HER OWN TAX
ADVISOR AS TO THE FEDERAL INCOME TAX CONSEQUENCES OF THE SALE, AND ALSO AS TO
ANY STATE, LOCAL, FOREIGN OR OTHER TAX CONSEQUENCES BASED ON HIS OR HER OWN
PARTICULAR FACTS AND CIRCUMSTANCES.

VOTING BY OUR DIRECTORS AND EXECUTIVE OFFICERS
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As of , 2003, our directors and executive officers owned of
record shares of our common stock, representing approximately % of
the outstanding shares of common stock. Directors and executive officers,
representing approximately % of the outstanding shares of common stock on the
record date, have agreed to vote at the annual meeting in favor of the proposal
to sell substantially all of the assets used in the operation of our
videoconferencing services business to VidCon, pursuant to the terms of voting
agreements entered into by such directors, executive officers and GTG Holdings

and VidCon.

INTERESTS OF MANAGEMENT, DIRECTORS AND SIGNIFICANT STOCKHOLDERS IN THE SALE OF
OUR VIDEOCONFERENCING SERVICES BUSINESS

We have entered into change-in-control agreements, also called parachute
agreements, with members of our senior management, which provide that if the
officer is terminated within a specified amount of time after a "change in
control"” of our company we will pay to the officer an amount one times his or
her current year's salary and will accelerate the vesting schedule of his or her
unvested stock options. The consummation of
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the transactions set forth in this proxy statement could be deemed to represent
a change in control, as defined in those agreements. The members of our senior
management that have these agreements have agreed to waive any consequences
under these agreements resulting from the consummation of the sale of our
videoconferencing services business to VidCon.

Dennis Egan, our Vice President, Services, will become employed by VidCon
and enter into an employment agreement with VidCon upon the consummation of the
sale of our videoconferencing services business to VidCon. Dennis Egan has also
agreed to waive his rights under his parachute agreement with the company, to
terminate such agreement and to waive all claims against us in connection with
the parachute agreement, effective as of the closing of the asset purchase
agreement, in exchange for our agreement to extend the exercise period for his
options and to pay him a cash payment of $170,000.

OUR OPERATIONS FOLLOWING THE SALE OF OUR VIDEOCONFERENCING SERVICES BUSINESS

Following the sale of our videoconferencing services business, we will no
longer engage in that business. Our remaining business operations will consist
primarily of the sale of network management and scheduling software and patent
and intellectual property licensing.

SPECIAL CONSIDERATIONS YOU SHOULD TAKE INTO ACCOUNT IN DECIDING HOW TO VOTE ON
THE PROPOSAL TO SELL OUR VIDEOCONFERENCING SERVICES BUSINESS

You should carefully consider the special considerations described below as
well as other information provided to you in this document in deciding how to
vote on the proposal to sell our videoconferencing services business. The
special considerations described below are not the only ones facing our company.
Additional considerations not presently known to us or that we currently believe
are immaterial may also impair our business operations. If any of the following
special considerations actually occur, our business, financial condition or
results of operations could be materially adversely affected, the value of our
common stock could decline, and you may lose all or part of your investment.

SPECIAL CONSIDERATIONS REGARDING THE PROPOSAL TO SELL OUR VIDEOCONFERENCING
SERVICES BUSINESS

The purchase price is subject to a downward adjustment, so that we may not
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receive the aggregate $10,000,000 of the purchase price.

Pursuant to the terms of the asset purchase agreement, we are required to
place $1,000,000 of the $10,000,000 purchase price in escrow for approximately
120 days following the closing to pay for possible purchase price adjustments.
The purchase price of $10,000,000 will be decreased by the amount, if any, by
which the net assets on the closing date are less than $3,800,000 and the
deferred revenue on the closing date is greater than $7,600,000. That decrease
will initially be taken out of the amount escrowed specifically for that
purpose, so that we may never receive any of this $1,000,000. In addition, if
the purchase price adjustment were to exceed the $1,000,000 held in escrow
specifically for this purpose, the company would be required to pay any such
excess to VidCon. In addition to the $1,000,000 to be held in escrow for
possible purchase price adjustments, we are also required to place an additional
$1,000,000 of the $10,000,000 purchase price in escrow for indemnity claims by
GTG Holdings and VidCon.

We will be unable to compete in the videoconferencing services business for
four years from the date of closing.

We have agreed that, without the prior written consent of GTG Holdings and
VidCon, we will not,

- engage inj;

- own or control any interest in (except as a passive investor of less than
two percent of the capital stock or publicly traded notes or debentures
of a publicly held company);

- act as an officer, director, partner, member or joint venturer of;
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— lend credit or money for the purpose of establishing or operating; or
- allow such entity's name or reputation to be used by,

any entity that is engaged in any line of business that competes with the
videoconferencing services business as it exists on the date of closing anywhere
in the world. Our enterprise network management and scheduling software
business, the bundling and sale of our enterprise network management and
scheduling software with appropriate hardware and our patent and intellectual
property licensing businesses are not deemed to compete with the
videoconferencing services business. However, the non-compete provisions will
restrict our ability to engage in business in the videoconferencing services
business for four years from the date of closing.

There is no plan to distribute any of the proceeds of the sale of our
videoconferencing services business to our stockholders.

We do not intend to distribute any portion of the proceeds from the sale of
our videoconferencing services business to our stockholders. Currently, we
intend to use the proceeds from the sale of that business to fund and grow our
remaining businesses.

Management could spend or invest the proceeds from the sale of our
videoconferencing services business in ways with which our stockholders may

not agree, including the possible pursuit of other market opportunities.

Our management could spend or invest the proceeds from the sale of our
videoconferencing services business in ways with which our stockholders may not
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agree. The investment of these proceeds may not yield a favorable return.
Furthermore, because the market for our remaining businesses is evolving, in the
future we may discover new opportunities that are more attractive. As a result,
we may commit resources to these alternative market opportunities. This action
may require us to limit or abandon our currently planned focus on collaboration
tools for the enterprise software market. If we change our business focus we may
face risks that may be different from the risks associated with the enterprise
software market.

The asset purchase agreement will expose us to contingent liabilities.

Under the asset purchase agreement, we have agreed to indemnify GTG
Holdings and VidCon for any breach of our representations and warranties
contained in the asset purchase agreement and for other matters, subject to
certain limitations. For example, an indemnification claim by GTG Holdings or
VidCon might result if we are inaccurate in any of our representations about the
assets comprising our videoconferencing services business. Significant
indemnification claims by GTG Holdings and VidCon could have a material adverse
effect on our business. Such claims will initially be taken out of the
$1,000,000 of the purchase price to be escrowed by the company specifically for
this purpose, so that we may never receive any of this $1,000,000. In addition,
if the aggregate of all indemnification claims were to exceed the $1,000,000
held in escrow specifically for this purpose, the company would be required to
pay any such excess to GTG Holdings and VidCon. In addition to the $1,000,000 to
be held in escrow for indemnity claims by GTG Holdings and VidCon, we are also
required to place an additional $1,000,000 of the $10,000,000 purchase price in
escrow for possible purchase price adjustments.

The failure to complete the sale of our videoconferencing services business
may result in a decrease in the market value of our common stock and may
create substantial doubt as to our ability to grow and implement our current
business strategies.

The sale of our videoconferencing services business is subject to a number
of contingencies, including approval by our stockholders and other customary
closing conditions. Among other conditions, the closing of the asset purchase
agreement is subject to approval of the sale by our stockholders and we cannot
predict whether we will succeed in obtaining this approval. As a result, we
cannot assure you that the sale of our videoconferencing services business will
be completed. If our stockholders fail to approve the proposal at the annual
meeting or if the sale of our videoconferencing services business is not
completed for any other reason, the market price of our common stock may
decline. In addition, failure to complete the sale of our
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videoconferencing services business may substantially limit our ability to grow
and implement our current business strategies.

If our stockholders do not approve the sale of our videoconferencing services
business, there may not be any other offers from potential acquirors.

If our stockholders do not approve the sale of our videoconferencing
services business, we may seek another purchaser for our videoconferencing
services business. Although we had discussions with various parties concerning
such a purchase, none of these parties may now have an interest in such a sale
or be willing to offer a reasonable purchase price.

SPECIAL CONSIDERATIONS RELATING TO OUR COMPANY IF OUR VIDEOCONFERENCING
SERVICES BUSINESS IS SOLD
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Our success will depend on the success of our new business model.

In accordance with our current restructuring efforts, we are currently
transitioning our business and realigning our strategic focus towards a new core
market, network enterprise software and technology licensing. Internal changes
resulting from the business restructuring announced by us during 2001 and 2002
are substantially complete, but many factors may negatively impact our ability
to implement our strategic focus, including our ability or possible inability to
manage the implementation and development of our new network product business,
sustain the productivity of our workforce and retain key employees, manage
operating expenses and quickly respond to and recover from unforeseen events
associated with the restructuring. We may be required by market conditions and
other factors to undertake additional restructuring efforts in the future. Our
business, results of operations or financial condition could be materially
adversely affected if we are unable to manage the implementation and development
of our new business strategy, sustain the productivity of our workforce and
retain key employees, manage our operating expenses or quickly respond to and
recover from unforeseen events associated with any future restructuring efforts.

Our network software product is new and has limited market awareness.

Our network software product was introduced in the fall of 2001, and as
such, it has limited market awareness and, to date, limited sales. Our future
success will be dependent in significant part on our ability to generate demand
for our network software products and professional services. To this end, our
direct and indirect sales operations must increase market awareness of our
products to generate increased revenue. Our products and services require a
sophisticated sales effort targeted at the senior management of our prospective
customers. All new hires will require training and will take time to achieve
full productivity. We cannot be certain that our new hires will become as
productive as necessary or that we will be able to hire enough qualified
individuals or retain existing employees in the future. We cannot be certain
that we will be successful in our efforts to market and sell our products, and
if we are not successful in building greater market awareness and generating
increased sales, future results of operations will be adversely affected.

Development and market acceptance of our enterprise software products and
related tools are subject to significant risks.

We expect that our future financial performance will depend significantly
on revenue from existing and future enterprise software products and the related
tools that we plan to develop, which is subject to significant risks. There are
significant risks inherent in a new product introduction, such as our existing
VNP and GSS software products. Market acceptance of these and future products
will depend on continued market development for collaboration management. We
cannot be certain that our existing or future product offerings will meet
customer performance needs or expectations when shipped or that it will be free
of significant software defects or bugs. If our products do not meet customer
needs or expectations, for whatever reason, our sales would be adversely
affected and further, upgrading or enhancing the product could be costly and
time consuming.
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Licensing revenues are difficult to predict and subject to risk.

Our intellectual property licensing revenues are difficult to predict. Our
licensing program involves risks inherent in technology licensing, including
risks of protracted delays, possible legal challenges that would lead to
disruption or curtailment to the program, increasing expenditures associated
with the pursuit of the program, and other risks that could adversely affect our
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licensing program. Thus, there can be no assurance that we will be able to
continue to license our technology to others. If we fail to meet the
expectations of public market analysts or investors, the market price of our
common stock may decrease significantly. Quarterly operating results may fail to
meet these expectations for a number of reasons, including the inability of
licensees to pay our license and other fees, a decline in the demand for our
patented technology, higher than expected operating expenses, and license delays
due to legal and other factors.

Patents and other proprietary rights will provide uncertain protection of our
proprietary information and our inability to protect a patent or other
proprietary right may harm our business.

Our success and ability to compete are substantially dependent on our
proprietary technology and trademarks. We seek to protect these assets through a
combination of patent, copyright, trade secret, and trademark laws, as well as
confidentiality procedures and contractual provisions. These legal protections
afford only limited protection and enforcement of these rights may be time
consuming and expensive. Furthermore, despite our best efforts, we may be unable
to prevent third parties from infringing upon or misappropriating our
intellectual property. Also, competitors may independently develop similar, but
not infringing, technology, duplicate products, or design around our patents or
other intellectual property.

Our patent applications or trademark registrations may not be approved.
Moreover, even if approved, the resulting patents or trademarks may not provide
us with any competitive advantage or may be challenged by third parties. If
challenged, patents might not be upheld or claims could be narrowed. Any
litigation surrounding our rights could force us to divert important financial
and other resources away from business operations.

We may be unable to adequately respond to rapid changes in technology.

The market for our products 1is characterized by rapidly changing
technology, evolving industry standards and frequent product introductions. The
introduction of products embodying new technology and the emergence of new
industry standards may render our existing products obsolete and unmarketable if
we are unable to adapt to change. A significant factor in our ability to grow
and to remain competitive is our ability to successfully introduce new products
that embody new technology, anticipate and incorporate evolving industry
standards and achieve levels of functionality and price acceptable to the
market.

Our future success will depend on our ability to manage any growth in our
business.

If we are successful in increasing the revenues of our enterprise network
management and scheduling software business we may be required to expand our
operations. If we are required to expand our operations, those expansions will
likely result in new and increased responsibilities for management personnel and
place significant strain on our management, operating and financial systems and
other resources. To accommodate any such growth and compete effectively, we will
be required to implement improved information systems, procedures and controls,
and to expand, train, motivate and manage our work force. Our future success
will depend to a significant extent on the ability of our current and future
management personnel to operate effectively both independently and as a group.
We cannot assure you that our personnel, systems, procedures and controls will
be adequate to support our future operations.

CAUTIONARY STATEMENT CONCERNING FORWARD LOOKING INFORMATION

Certain information contained in this proxy statement that does not relate
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to historical information may be deemed to constitute forward-looking
statements. The words or phrases "will likely result," "are expected to," "will
continue," "is anticipated," "estimate," "project," "believe" or similar
expressions identify "forward
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looking statements" within the meaning of the Private Securities Litigation
Reform Act of 1995, as amended. This proxy statement contains certain
forward-looking statements with respect to the financial condition, results of
operations, plans, objectives, future performance and business of our company
and the effect of the asset sale. Because such statements are subject to risks
and uncertainties, actual results may differ materially from historical results
and those presently anticipated or projected. Stockholders are cautioned not to
place undue reliance on such statements, which speak only as of the date hereof.
Among the factors that could cause actual results in the future to differ
materially from any opinions or statements expressed with respect to future
periods are those described under the caption "Proposal to Sell Substantially
All of the Assets Used in the Operation of Our Videoconferencing Services
Business —-- Special Considerations You Should Take Into Account in Deciding How
to Vote on the Proposal to Sell Our Videoconferencing Services Business." We
undertake no obligation to release publicly any revisions to such
forward-looking statements to reflect events or circumstances after the date
hereof or to reflect the occurrence of unanticipated events.

THE ASSET PURCHASE AGREEMENT

We believe this summary describes the material terms of the asset purchase
agreement. However, we recommend that you read carefully the complete agreement
for the precise legal terms of the asset purchase agreement and other
information that may be important to you. The asset purchase agreement is
included in this proxy statement as Annex A.

ASSETS SOLD

Subject to and upon the terms and conditions of the asset purchase
agreement, we are selling to VidCon, a wholly-owned subsidiary of GTG Holdings,
substantially all of the assets used in the operation of our videoconferencing
services business, including the following assets:

- all fixed assets, furniture, property, equipment, fixtures, leasehold
improvements, tools, machinery, office equipment, plant and other
tangible personal property related to or used in connection with the
videoconferencing services business;

— our interest in certain equipment leases pertaining to the
videoconferencing services business;

— our interest in all contracts relating to the videoconferencing services
business, except for the contracts we specifically exclude pursuant to
the terms of the asset purchase agreement, and all of the related
interests, privileges, claims, causes of action and options relating to
the contracts;

- all of our accounts receivable, notes, claims and other amounts
receivable by us as a result of ownership of the assets purchased, or
arising out the videoconferencing services business, as of the time of
closing;

— all prepaid expenses or advances to third parties relating to the
videoconferencing services business that have an economic benefit to us
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at the time of closing;

— all of our videoconferencing services business accounting and financial
records, property records, contract records, personnel records,
correspondence, files, books and documents;

— all of our backlog related to the videoconferencing services business as
of the time of closing or unfilled firm orders for products manufactured
or sold or services provided by us related to the videoconferencing
services business, together with, to the extent transferable, all
fidelity, surety, bid, performance, or similar bonds relating to or
securing the backlog;

- all of our inventories of raw material, purchased parts materials, work
in process, finished products, goods, spare parts, replacement and
component parts and office and other supplies used or to be distributed,
licensed or sold in connection with the videoconferencing services
business as of the time of closing; and

— all of our business software and all other intellectual property not
specifically excluded that is used in the conduct of the
videoconferencing services business.
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ASSETS RETAINED
We are retaining certain assets, including the following assets:
- any cash, cash equivalents or marketable securities;

- any contract or agreement relating to the videoconferencing services
business that is specifically excluded or which cannot be assigned
because we have been unable to obtain the necessary consent prior to or
after the closing of the asset purchase agreement;

— general books of account and books of original entry that comprise our's
or the services business' permanent accounting or tax records and books
and records that we are required to retain pursuant to law;

- any of our software that we are unwilling or unable to transfer and that
is specifically listed out in the asset purchase agreement schedules;

- all patents, patent applications and related intellectual property owned
by us or our subsidiaries;

— the trade name "Forgent" and any of our trademarks and service and trade
names; and

— the real property leases for our offices in King of Prussia, Pennsylvania
and Austin, Texas.

ASSUMED LIABILITIES

As partial consideration for the purchase of the assets, VidCon will assume
certain liabilities related to our videoconferencing services business,
including:

— all liabilities of the videoconferencing services business set forth on

our closing statement, including deferred revenue of the
videoconferencing services business;
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- all obligations to customers after the closing date of the asset purchase
agreement arising from the operation of the videoconferencing services
business on or prior to the closing date, but not including any
liabilities for any breach of such obligations by us or liabilities in
excess of those which are required to be set forth on our closing
statement for future performance of the obligations to customers; and

- all liabilities, obligations and commitments incurred in the operation of
our videoconferencing services business after the closing date of the
asset purchase agreement and arising out of the contracts assumed by
VidCon, but not including any liabilities for any breach of such
obligations by us or liabilities in excess of those which are required to
be set forth on our closing statement for future performance of the
contracts.

CLOSING DATE

The closing of the sale of our videoconferencing services business will
take place within two days after our stockholders approve the sale of
substantially all of the assets used in the operation of the videoconferencing
services business and all other closing conditions are satisfied, unless the
parties agree upon another time. It is the intent of the parties to complete the
sale of our videoconferencing services business as soon as practicable following
approval by our stockholders of the sale of the videoconferencing services
business.

CONSIDERATION

The consideration that we will receive in the sale of our videoconferencing
services business consists of the assumption of certain liabilities by VidCon,
as well as the following:

- $8,000,000 in cash, as adjusted pursuant to the terms of the asset
purchase agreement, payable at the closing;
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- $1,000,000 in cash, generally payable 120 days after the closing pursuant
to the terms of an escrow agreement, as adjusted for the purchase price
adjustment pursuant to the terms of the asset purchase agreement; and

- $1,000,000 in cash, generally payable 18 months after the closing
pursuant to the terms of an escrow agreement, as adjusted for indemnity
claims by GTG Holdings or VidCon pursuant to the terms of the asset
purchase agreement.

The amount of cash that we receive at closing could be adjusted downward,
based upon our good faith estimate to be delivered five days prior to the
closing of the amount of net assets and the amount of deferred revenues being
transferred to VidCon at the closing of the asset purchase agreement. In
addition, VidCon and GTG Holdings will have the ability to object to our
estimates post-closing.

Pursuant to the terms of the asset purchase agreement, we are required to
place $1,000,000 of the $10,000,000 purchase price in escrow for approximately
120 days following the closing to pay for possible purchase price adjustments.
The purchase price of $10,000,000 will be decreased by the amount, if any, by
which the net assets on the closing date are less than $3,800,000 and the
deferred revenue on the closing date is greater than $7,600,000. That decrease
will initially be taken out of the amount escrowed specifically for that
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purpose, so that we may never receive any of this $1,000,000. In addition, if
the purchase price adjustments were to exceed the $1,000,000 held in escrow
specifically for this purpose, the company would be required to pay any such
excess to VidCon. In addition to the $1,000,000 to be held in escrow for
possible purchase price adjustments, we are also required to place an additional
$1,000,000 of the $10,000,000 purchase price in escrow for indemnity claims by
GTG Holdings and VidCon.

REPRESENTATIONS AND WARRANTIES
REPRESENTATIONS AND WARRANTIES OF OUR COMPANY

In the asset purchase agreement, we make customary representations and
warranties to VidCon and GTG Holdings, including with respect to the matters set
forth below and have agreed to indemnify VidCon and GTG Holdings for any breach
or default of our representations and warranties, subject to certain
limitations:

— our company 1is a corporation validly existing and in good standing and
has the requisite power to enter into the asset purchase agreement;

- subject to the approval of the asset purchase agreement by our
stockholders and obtaining certain third party consents, there are no
conflicts between the asset purchase agreement and our charter documents,
our contracts or applicable law;

- our company has good and valid title to, or a valid leasehold or license
interest in, the assets used in the operation of our videoconferencing
services business;

— the financial statements provided are materially complete and correct and
have been prepared in accordance with generally accepted accounting
principles and present fairly, in all material respects, the financial
condition of our videoconferencing services business;

- the accounts receivable being transferred are valid and bona fide and not
subject to defense, set-off or counterclaim;

— the inventory being transferred is of good and marketable quality and
saleable in the ordinary course;

- except as described in the asset purchase agreement, there are no legal
proceedings related to our videoconferencing services business or the
assets being purchased by VidCon;

— our company owns the rights to the intellectual property used in our
videoconferencing services business and is not infringing the rights of
any third party;

— the contracts to be transferred in connection with the asset purchase
agreement have not been breached by us, repudiated by us or any other

party and are legally valid and binding on us;
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- the assets being transferred represent all of the assets of our
videoconferencing services business;

- our company has paid all taxes related to the assets used in the

operation of our videoconferencing services business and there are no
liens for taxes due and payable on any of such assets or such business;
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— our company is in material compliance with applicable laws and possesses
all material licenses required to operate our videoconferencing services
business;

- we carry insurance on the videoconferencing services business of a type
and in amounts that are customary in the industry; and

— the videoconferencing services business 1is in compliance in all material
respects with all environmental laws and there is no contingent liability
relating to any environmental laws.

REPRESENTATIONS AND WARRANTIES OF VIDCON AND GTG HOLDINGS

In the asset purchase agreement, VidCon and GTG Holdings, jointly and
severally, represent and warrant to us with respect to the matters set forth
below and have agreed to indemnify us for any breach or default of these
representations and warranties, subject to certain limitations:

— each of VidCon and GTG Holdings is a corporation duly and wvalidly
existing and in good standing and has the requisite power to enter into
the asset purchase agreement;

— there are no conflicts between the asset purchase agreement and VidCon or
GTG Holdings' charter documents, contracts or applicable law;

- neither VidCon nor GTG Holdings is obligated to obtain any consents as a
result of entering into and performing its obligations under the asset
purchase agreement; and

— VidCon and/or GTG Holdings has the financial capability, without seeking
additional third party financing, to fulfill its obligations under the
asset purchase agreement.

COVENANTS

In the asset purchase agreement, among other things, VidCon, GTG Holdings
and our company have agreed that prior to the closing or termination of the
asset purchase agreement:

— our company will conduct the videoconferencing services business in the
ordinary course consistent with past practices;

- we will not increase the rate of pay of any employee of the
videoconferencing services business, except pursuant to regularly
scheduled time schedules in effect as of the date of the execution of the
asset purchase agreement, no other similar benefits shall be paid to such
employees other than as required by outstanding employee benefit plans,
and no other modifications of existing plans or adoptions of new plans
shall be made without VidCon's and GTG Holdings' consent;

- each party will cooperate to prepare and file all filings and secure all
necessary approvals to consummate and effect the transactions set forth
in the asset purchase agreement;

— VidCon will extend offers of employment to substantially all of our
employees who provide services primarily to our videoconferencing
services business;

- our company will provide VidCon and GTG Holdings with full access to the

premises, properties, personnel, books, records, contracts and other
documents of our videoconferencing services business and the assets to be
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purchased;

— each party will keep confidential all information disclosed as
contemplated by the asset purchase agreement and will only release
information about the transaction publicly upon all parties' mutual
agreement;
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— our company will inform VidCon and GTG Holdings of any event causing a
material breach of our representations and warranties;

— our company will not enter into or assume any mortgage, pledge,
conditional sale or other title retention agreement, or permit any lien
to attach to the assets to be purchased by VidCon; and

— our board of directors has agreed to recommend that our stockholders
approve the asset purchase agreement and the sale of our
videoconferencing services business. Our board of directors may withdraw
or modify its recommendation of the asset purchase agreement in a manner
adverse to GTG Holdings and VidCon only if:

- we receive a Superior Proposal; and

- we have notified GTG Holdings and VidCon of the Superior Proposal at
least two business days in advance of our intention to effect the
withdrawal or modification.

"Superior Proposal" means any bona fide acquisition proposal which our
board of directors concludes in good faith, after consultation with its outside
counsel and investment advisors, to be more favorable to our stockholders than
the asset purchase agreement with GTG Holdings and VidCon.

CONDITIONS TO COMPLETION OF ASSET PURCHASE

Each party's obligation to complete the sale of our videoconferencing
services business is subject to the prior satisfaction or waiver of certain
conditions. If any of the closing conditions are waived, we will consider the
facts and circumstances at that time and make a determination as to whether a
resolicitation of proxies from our stockholders is appropriate. The following
list sets forth the material conditions that have not yet been satisfied and
therefore must be satisfied or waived before completion of the sale of our
videoconferencing services business:

- all authorizations, consents or approvals required by governmental
entities necessary for the consummation of the sale of our

videoconferencing services business must be filed or obtained;

— no legal restraint or prohibition against the consummation of the sale of
our videoconferencing services business may be in effect;

- no action or regulation by a governmental entity which would make the
sale illegal may have been enacted;

— all parties must obtain certain required consents or approvals to the
assignment of specified material contracts by us to VidCon;

- we must obtain approval by our stockholders of the sale;

— our representations and warranties and the representations and warranties
of GTG Holdings and VidCon must be true and correct in all material
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respects as of the closing;

- we and GTG Holdings and VidCon must each perform our obligations under
the asset purchase agreement;

— there must not be any events or conditions that have or could have a
material adverse effect on our videoconferencing services business or the
assets related to that business; and

- we and GTG Holdings and VidCon must deliver certain customary closing
documents and legal opinions.

TERMINATION OF THE ASSET PURCHASE AGREEMENT
TERMINATION

Notwithstanding approval by our stockholders of the asset purchase
agreement and the transactions contemplated by the asset purchase agreement, the
asset purchase agreement may be terminated, and the
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sale of our videoconferencing services business may be abandoned, at any time
prior to the closing, in any of the following ways:

- by the mutual written agreement of us, VidCon and GTG Holdings;
- by either us or VidCon and GTG Holdings if:

— the sale of the videoconferencing services business is not completed by
, 2003, other than as a result of the failure by the party
proposing to terminate the asset purchase agreement to perform its
obligations;

— an order, decree or ruling is entered restraining, enjoining or
otherwise prohibiting the completion of the sale of our
videoconferencing services business;

- our stockholders fail to approve the sale of our videoconferencing
services business at the annual meeting; or

- the other party materially breaches its representations or agreements so
that a closing condition would not be satisfied and the breach remains
uncured 30 days following notice, as long as the party terminating the
agreement is not also in material breach of its obligations under the
asset purchase agreement.

In addition, GTG Holdings and VidCon may terminate the asset purchase
agreement if:

— our board of directors withdraws or modifies in an adverse manner its
recommendation of the sale of the videoconferencing services business or
approves or recommends another acquisition proposal for our
videoconferencing services business;

- we fail to include in this proxy statement the approval and
recommendation of our board of directors for the sale of our

videoconferencing services business; or

— our board of directors fails to publicly reaffirm its approval and
recommendation of the sale of our videoconferencing services business
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within 10 calendar days after a written request from GTG Holdings or
VidCon to do so.

EFFECT OF TERMINATION

If the asset purchase agreement is terminated, we and GTG Holdings and
VidCon will have no liability or obligations to one another other than for
confidentiality, the termination fee set out below and damages for breach of the
asset purchase agreement, if any.

TERMINATION FEE

We will pay to VidCon a $500,000 termination fee if any of the following
events occur:

- GTG Holdings and VidCon terminate the asset purchase agreement due to:

— our board of directors withdrawing or modifying in an adverse manner its
recommendation of the sale of our videoconferencing services business or
approving or recommending another acquisition proposal for our
videoconferencing services business;

— our failure to include in the proxy statement the approval and
recommendation of our board of directors for the sale of our
videoconferencing services business;

— our board of directors' failure to publicly reaffirm its approval and
recommendation of the sale of our videoconferencing services business
within 10 calendar days after a written request from GTG Holdings or
VidCon to do so; or

- if prior to the annual meeting, an acquisition proposal for our
videoconferencing services business has been publicly announced or
communicated to our board of directors and stockholders and not
withdrawn, and within 12 months after the earlier of GTG Holdings and/or
VidCon terminates the
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asset purchase agreement or the asset purchase agreement is terminated
otherwise by its terms, we enter into an agreement with respect to an
alternative acquisition proposal or consummate an alternative acquisition
proposal with respect to our videoconferencing services business.

INDEMNIFICATION
INDEMNIFICATION
Under the asset purchase agreement, we are obligated to indemnify and hold
harmless VidCon and GTG Holdings from and against all losses that any of those

parties incurs arising out of or resulting from:

— any inaccuracy in any representation or the breach of any warranty made
by us in the asset purchase agreement;

- our company's failure to duly perform or observe any covenant or
agreement in the asset purchase agreement that we are required to perform

or observe, whether prior to, at or after the date of closing;

— the liabilities and obligations that VidCon has not assumed.
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The asset purchase agreement provides that VidCon and GTG Holdings will,
jointly and severally, indemnify and hold harmless our company from and against
all losses that any of those parties incurs arising out of or resulting from:

— any inaccuracy in any representation or the breach of any warranty made
by VidCon or GTG Holdings in the asset purchase agreement;

- VidCon's or GTG Holdings' failure to duly perform or observe any covenant
or agreement in the asset purchase agreement that they are required to
perform or observe, whether prior to, at or after the date of closing;
and

— the liabilities and obligations assumed by either of them.
LIMITS ON INDEMNIFICATION

Neither we, with certain limited exceptions, nor GTG Holdings and VidCon
will be obligated to indemnify the other for any losses under the asset purchase
agreement until the aggregate amount of those losses exceeds $150,000 for such
party, in which event such indemnity shall apply to all such claims. Except as
described below, we will not be obligated to indemnify either GTG Holdings or
VidCon for any losses in excess of $10,000,000, and neither VidCon nor GTG
Holdings will be obligated to indemnify us for any losses in excess of the same
amount .

No limitations on indemnification will apply for VidCon's or GTG Holdings'
losses arising from any of the following:

- fraud by us;
- breach of one of our covenants in the asset purchase agreement;

— losses suffered by VidCon and GTG Holdings from the liabilities and
obligations that neither has assumed; or

— losses suffered by VidCon and GTG Holdings from a breach of our
representations concerning title to the assets, our employee benefit

plans and taxes.

No limitations on indemnification will apply for our company's losses
arising from any of the following:

- fraud by either GTG Holdings or VidCon;

- breach of one of VidCon's or GTG Holdings' covenants in the asset
purchase agreement; and

— losses suffered by our company from the liabilities and obligations
assumed by either GTG Holdings or VidCon.
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We will begin paying any of our indemnification obligations by offsetting
those amounts against the $1,000,000 of the $10,000,000 purchase price to be
placed in escrow specifically for such claims. To the extent such amount does
not satisfy all indemnification claims that we may ultimately be required to
pay, we would have to pay VidCon and/or GTG Holdings such excess.

NONCOMPETITION AND NONSOLICITATION AGREEMENTS

We have agreed that, without the prior written consent of GTG Holdings and
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VidCon, we will not,
- engage in;

- own or control any interest in (except as a passive investor of less than
two percent of the capital stock or publicly traded notes or debentures
of a publicly held company);

- act as an officer, director, partner, member or joint venturer of;
— lend credit or money for the purpose of establishing or operating; or
- allow such entity's name or reputation to be used by,

any entity that is engaged in any line of business that competes with the
videoconferencing services business as it exists on the date of closing anywhere
in the world.

In addition, VidCon and GTG Holdings have agreed to a limited noncompete
with us and VidCon, GTG Holdings and we have all agreed not to solicit each
others' employees for employment for a period of one year after the closing of
the asset purchase agreement.

EXPENSES

Each party to the asset purchase agreement will bear its own expenses
incurred in connection with the sale of our videoconferencing services business.
Our expenses include the costs of preparing, filing with the Securities and
Exchange Commission, printing and mailing this proxy statement.

AMENDMENT

The asset purchase agreement may only be amended in a written document
signed by our company, VidCon and GTG Holdings.

ADDITIONAL AGREEMENTS RELATED TO THE ASSET PURCHASE AGREEMENT

In conjunction with the closing of the sale of our videoconferencing
services business, we will enter into a transition services agreement whereby we
will provide, for a fee at actual cost, certain transition services for VidCon
related to the assets acquired and liabilities assumed. We will also enter into
an escrow agreement with GTG Holdings, VidCon and an escrow agent whereby
$2,000,000 of the $10,000,000 purchase price will be placed with the escrow
agent, $1,000,000 of which is for possible purchase price adjustments and
$1,000,000 of which is for indemnity claims by GTG Holdings and VidCon.
Additionally, we will enter into a reseller agreement, whereby VidCon will be
able to resell our software products and a co-marketing arrangement, whereby we
will receive a commission for referring videoconferencing related service
business to VidCon.

Since we are retaining the lease for the King of Prussia, Pennsylvania
facility where the videoconferencing services business is located, we have
agreed to sublease a portion of that facility to VidCon after the closing of the
asset purchase agreement.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE APPROVAL OF THE PROPOSED
SALE OF SUBSTANTIALLY ALL OF THE ASSETS USED IN THE OPERATION OF OUR
VIDEOCONFERENCING SERVICES BUSINESS.
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA

The following table sets forth consolidated financial data for our company
as of the dates and for the periods indicated. The selected consolidated balance
sheet data as of July 31, 2001 and 2002 and the selected consolidated operations
data for the years ended July 31, 2000, 2001 and 2002 have been derived from the
audited consolidated financial statements of our company included in our Form
10-K for the fiscal year ended July 31, 2002. The selected consolidated balance
sheet data as of July 31, 1998, 1999 and 2000 and the selected consolidated
operations data for the year ended July 31, 1998 and 1999 have been derived from
the audited consolidated financial statements of our company included in our
Form 10-K for the fiscal year ended July 31, 2000. The selected consolidated
balance sheet data as of October 31, 2002 and the selected consolidated
operations data for the quarter ended October 31, 2002 have been derived from
the unaudited consolidated financial statements of our company included in our
Form 10-Q for the quarter ended October 31, 2002.

FOR THE YEARS ENDED JULY 31, (G)

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

STATEMENT OF OPERATIONS DATA:
Network software & service
TEVENUES e v v v v e e ettt eeeenennnnnns $ - $ - $ - $ -
Technology licensing revenues...... - - - -
GroSS MargiN. ...t eeeeeeeeeeennnn - - - -
Income (loss) from continuing

operations.......iiiiiiii.. - - 15,876 (10,529)
Income (loss) from discontinued

operations.......iiiiiiiii.. 2,779 (15,565) (18,173) (22,011)
Net income (lOSS) v v vviineeeeenennn 2,779 (15,565) 2,297 (32,540)

INCOME (LOSS) PER COMMON SHARE:
Basic income (loss) from continuing

operations.......iiiiiiiii.. —— —— (0.65) (0.42)
Diluted income (loss) from

continuing operations........... —— —— (0.63) (0.42)
Basic income (loss) from

discontinued operations......... 0.12 (0.66) 0.74 (0.88)
Diluted income (loss) from

discontinued operations......... 0.12 (0.606) 0.73 (0.88)
Basic net income (loSS) ....veveno... 0.12 (0.606) 0.09 (1.31)
Diluted net income (loSS) .......... 0.12 (0.606) 0.09 (1.31)

BALANCE SHEET DATA:

Working capital.......vvueenennnn.. $ - $ -= $ - $ -
Total assetS. vt ittt i eie e 82,441 69,115 83,670 42,544
Long-term liabilities.............. 1,183 1,096 1,009 922
Stockholders' equity.....covvvno... 81,258 68,019 82,661 41,622

(a) Net income for the year ended July 31, 1998 includes the reversal of $1.5
million of merger and other expenses and a gain from a non-recurring real
estate transaction of $1.3 million.

(b) DNet loss for the year ended July 31, 1999 includes expense for

$ 2,236
31,150
17,036

2,720
(8,823)
(6,103)

0.11
0.11
(0.36)
(0.35)
(0.25)
(0.24)
$14,241
41,883

1,993
32,278
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restructuring totaling $3.1 million.
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(c) Net income for the year ended July 31, 2000 includes a non-recurring gain
of $44.5 million and an expense for the write-down of impaired assets of
$14.1 million.

(d) Net loss for the year ended July 31, 2001 includes an expense of $4.0
million for the impairment of certain assets and transaction expenses in
anticipation of a segment sale and expenses for restructuring totaling $1.7
million.

(e) Net income for the year ended July 21, 2002 includes an expense of $6.0
million for the reserve of the notes receivable from VTEL Products
Corporation and an expense of $4.4 million for the impairment of certain
assets.

(f) DNet income for the quarter ended October 31, 2002 includes income from
discontinued operations totaling $499,000.

(g) All periods have been restated to reclassify operations of the services
division as discontinued operations.
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UNAUDITED PRO FORMA CONDENSED FINANCIAL DATA

The following unaudited pro forma condensed financial data gives effect to
the sale of the videoconferencing services business.

The unaudited pro forma condensed consolidated balance sheet as of October
31, 2002 and the unaudited pro forma condensed consolidated statement of
operations for the three months ended October 31, 2002 have been prepared
assuming that the sale of the videoconferencing services business occurred as of
August 1, 2002. The unaudited pro forma condensed consolidated statement of
operations for the fiscal year ended July 31, 2002 has been adjusted to remove
activity of the videoconferencing services business for the year. The unaudited
pro forma condensed financial data is presented for informational purposes only
and is not necessarily indicative of the results of future operations of our
company or the actual results of operations that would have occurred had the
sale of the videoconferencing services business been consummated as of the dates
indicated above. The unaudited pro forma condensed financial data should be read
in conjunction with our historical consolidated financial data and notes
contained in our reports filed with the Securities and Exchange Commission.
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FORGENT NETWORKS, INC.

PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET
AS OF OCTOBER 31, 2002

CONSIDERATION
BALANCE AT NET ASSETS TO BE
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(IN THOUSANDS)

W <n

(UNAUDITED)
ASSETS
Current Assets

Cash & Equivalents. ...ttt neneeeeeeeeennnnnns $ 11,894 S $ 8,000(1)

Short Term InvestmentsS. . ...ttt eneennenns 2,709

Accounts Receivable, net........ it ennnnn. 8,555 (4,628)

TNVENTOT L e S . it ittt e e e e et e et e e e e et 592 (575)

Notes Receivable, net......c..iiiiiiiiineneennnnn 157

Prepaid Exp. and Other Current Assets............ 1,089 (361) 1,000 (3)
Total Current ASSEL S .. it ittt ittt eeeeeeteeeenenan 24,996 (5,564) 9,000
Property and Equipment, net............cciiiiiie.... 5,624 (2,721)

Intangible Assets, Net.....o ittt eeeennnn 15,833 (8,939)

Capitalized Software, net...... ...t enn. 4,012

OLher ASSEE S . i ittt ittt et e e ettt et et et ettt e e 370 1,000(3)

TOLAl ASSEE S it ittt ettt et et et et e e e e $ 50,835 $(17,224) $10,000
LIABILITIES & STOCKHOLDERS' EQUITY

Current Liabilities

Accounts Payable. ...ttt ittt ittt S 3,776 S (1,780) S

Accrued Compensation & Benefits.................. 1,709

Other Accrued Liabilities......ciiiiiiiiineenn.. 1,810 (31)

Notes Payable —— Current.........oiiiiiiinnnnnnn. 916

Deferred REVENUE . v i v ittt ittt ettt ettt e et teeenennn 7,243 (6,802)

Deferred Galn...u. vttt ittt ittt ettt et te e —— —= 1,000(3)
Total Current Liabilities.....c.uiiiiiiinieneennnnn 15,454 (8,613) 1,000
Long-term Liabilities

Other Long-term Obligations.............cceueee... 2,661 (892)

Deferred Galn...v. v vt ittt ittt ettt ettt e —— —= 1,000(3)

2,661 (892) 1,000
Stockholders' Equity

Preferred Stock...... ..ttt ittt -

Common STOCK .t vttt i et e e e e e e e e e 258

Treasury SELOCK .« ittt ittt ettt e e et e e et e e aaenn (3,500)

Additional Paid in Capital........ceiiiiiennnn. 263,424

Accumulated Deficit....cu ittt tieenennns (227,086) (7,719) (2) 8,000 (2)

Unearned Compensation.........ouiiiiineeennnnenns (148)

Accumulated Other Comprehensive Income........... (228)

Total Stockholders' EQUity......iiiiiieeennennn. 32,720 (7,719) 8,000
Total Liabilities & Stockholders' Equity........... $ 50,835 $(17,224) $10,000

(1) This number represents $8,000,000 that we will receive at the closing of the
sale of our videoconferencing services business.

(2) The net consideration received at closing in the amount of $8,000,000 less
the net assets sold of $7,719,000 represents the pro forma gain of $261,000
at closing.

(3) These numbers represent $1,000,000 that will be escrowed for approximately
120 days after closing, and another $1,000,000 that will be escrowed for
approximately 18 months after closing. If and when the escrowed amounts are
released, we will recognize additional gain on the transaction.
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FOR THE QUARTER ENDED OCTOBER 31, 2002
HISTORICAL
CONSOLIDATED
Revenues
Network Software and Solutions.........c.o.iiiiiiteennnennnn $ 1,214
Technology LiCensSing. ... i ittt ttneeeeeeeenneeeeeneenns 6,213
Service and Other. ...ttt ittt ettt et ettt et eee e 5,104
12,531
Cost of Sales
Network Software and SolutionsS.........c.ouiiiiiitennnnennn. 733
Technology LiCensSing. ... i ittt ttneeeeeeeenneeeeeneanns 3,106
Service and Other. ...ttt ittt it ettt ettt et ee e 3,506
7,345
[ T = T i F= ek i 5 o 5,186
Operating Expenses
Selling, General and Administrative................ciiu... 3,678
Research and Development . ..... ittt ttneeeeeeeeennenens 1,172
2= o B 0
4,850
Operating TNCOME . & vttt it e ettt e et e ettt eeeeeeeeeeaeeeeeeees 336
Other Income
INterest TNCOME . & v i vttt e it et e e e et et aeeeeeeeenneeeeeeeenns 97
Interest EXPENS . i ittt it ittt ettt te ettt eeneeeeeneenns (22)
Foreign Currency Translation............iiiiiiiiiieeennn 12
[0l o L 22
109
Income (loss) from continuing operations, before income
L= 445
Provision for income taxes........o it iiineneeeeeennenns 19
Income (loss) from continuing operations.................. 426
Income (loss) from discontinued operations, net of income
LT 499
Net TNCOME (LOSS) vt ittt it ettt ettt et ettt ettt seeeeeennenn S 925
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FORGENT NETWORKS, INC.

PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS

OPERATIONS

(IN THOUSANDS)

SERVICES
DIVISION

ADJU
FORG
NETWORK

(UNAUDITED)
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FORGENT NETWORKS, INC.

PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS
FOR THE FISCAL YEAR ENDED JULY 31, 2002

HISTORICAL
CONSOLIDATED
Revenues
Network Software and SOlULIONS. ..ottt ittt teteeennnnn $ 2,236
Technology LiCensSing. ... i ittt ttneeeeeeeenneeeeeneenns 31,150
Service and Other. ...ttt ittt ettt et ettt et eee e 25,206
58,592
Cost of sales
Network Software and SOlULIONS. .. it ittt ittt teeennnnn 1,676
Technology LiCensSing. ... i ittt ttneeeeeeeenneeeeeneanns 14,675
Service and Other. ...ttt ittt it ettt ettt et ee e 15,438
31,789
[ T = T i F= ek i 5 o 26,803
Operating Expenses
Selling, General and Administrative................ciiu... 11,435
Research and Development . ..... ittt ttneeeeeeeeennenens 3,210
Impairment of Long-lived AsSSetsS..... ittt itnnenneeeennn 4,444
2= ) B 818
19,907
Operating INCOME (LOSS) « vttt vttt eeeeeeenneeeeeeeaneeeeesns 6,896
Other Income
INterest INCOME . & v i vttt e ittt e e e ettt aeeeeeeeeeneeeeeeeenns 338
Gain on INVEeSTMENE v vt it ittt ittt ettt ettt ettt et et e eaeeanens 1,670
Interest Expense and Other....... ..ttt eeennn 206
2,214
Income (loss) from continuing operations, before income
AR e ettt ettt et et et ettt ettt e e 9,110
Provision for income taXesS......oi it tietteeeeeeneeneennns (177)
Income (loss) from continuing operations.................. 9,287
Loss from discontinued operations, net of income tax...... (15,135)
Loss on disposal, net of income tax........ooieiiieennnnn. (255)
Net TNCOME (LOSS) vt ittt it ettt ettt et ettt ettt seeeeeennenn $(6,103)

SERVICES
DIVISION

OPERATIONS

ADJU
FORG
NETWORK

(IN THOUSANDS)

(UNAUDITED)

$ 0
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RATIFICATION OF APPOINTMENT OF AUDITORS
(ITEM 3)

Pursuant to the recommendation of the Audit Committee, the board of
directors has appointed Ernst & Young LLP, independent accountants, to audit our
consolidated financial statements for the year ending July 31, 2003. We are
advised that no member of Ernst & Young LLP has any direct financial interest or
material indirect financial interest in our company or any of its subsidiaries
or, during the past three years, has had any connection with our company or any
of its subsidiaries in the capacity of promoter, underwriter, voting trustee,
director, officer or employee.

A representative of Ernst & Young LLP is expected to be present at the
annual meeting of our stockholders, will have the opportunity to make a
statement if such representative desires to do so, and will be available to
respond to appropriate questions.

While stockholder ratification is not required for the selection of Ernst &
Young LLP since the board of directors has the responsibility for the selection
of our company's independent auditors, the selection is being submitted for
ratification at the annual meeting solely with a view toward soliciting the
stockholders' opinion thereon, which opinion will be taken into consideration in
future deliberations.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR RATIFICATION BY THE
STOCKHOLDERS OF THIS APPOINTMENT.

OTHER MATTERS
As of this date, the board of directors does not know of any business to be
brought before the annual meeting other than as specified above. However, if any
matters properly come before the annual meeting, it is the intention of the
persons named in the enclosed proxy to vote such proxy in accordance with their

judgment on such matters.
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STOCK OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

We have only one outstanding class of equity securities, our common stock,
par value $.01 per share.

The following table sets forth certain information with respect to
beneficial ownership of our common stock as of October 15, 2002 by:

— each person who is known by us to beneficially own more than five percent
of our common stock;

— each of our directors and nominees and named executive officers; and

— all directors and officers as a group.

SHARES BENEFICIALLY
OWNED (1) (2)

NAME AND ADDRESS OF BENEFICIAL OWNER NUMBER PERCENT
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Dimensional Fund AdvViSOrS INC. ittt eeneeneeneenneens 1,825,288 7.4%
1299 Ocean Avenue
Santa Monica, CA 90401

Corbin & Company (formerly Marathon Fund L.P.).............. 1,790,250 7.3%
University Drive, Suite 500
Fort Worth, TX 76109

Richard N. Snyder. ...ttt ittt eteeeeeeeeanaaaeenns 752,806 (3) 3.0%
Kathleen A. CoOLe . i i ittt ittt ettt et ettt ettt ettt e e e 35,305 (4) *
James H. Wl lS . it it ittt ittt ettt e e et et et ettt et et eeeeeeaeaen 39,305(5) *
Lou MazzuccChelld . .. it ittt ittt et et e e et et et et et ettt e e e 6,944 (6) *
Jay C. PelerSON e i ittt it it e et ettt et et ettt e e 243,729 (7) *
Kenneth KalinosKi...u.u i w ittt ettt ettt ettt teteteeeaenn 521,122 (8) 2.1%
DeNNIsS M. EgaN. i ittt ieeee et eeneeeeeeeeeeeeeeeeeaaeeeeesns 142,500 (9) *
Harry R. CacCamisi. ...ttt e eeeeeeeeeaneeaaenns 200,000(10) *
RODETt R. SWeIM. i ittt ittt ettt ettt e ettt eeeeeeeeeeaneeaeeees -0- *
All directors and officers as a group (9

persons) (3) (4) (5) (6) (7) (8) (9) (10) v v e v e e e ettt eeeennenns 1,941,711 (11) 7.6%

* Indicates ownership of less than 1% of our common stock

(1) Beneficial ownership as reported in the above table has been determined in
accordance with Rule 13d-3 under the Securities Exchange Act of 1934, as
amended. The persons and entities named in the table have sole voting and
investment power with respect to all shares shown as beneficially owned by
them, except as noted below. Amounts shown include shares of our common
stock issuable upon exercise of certain outstanding options within 60 days
after October 15, 2002.

(2) Except for the percentages of certain parties that are based on presently
exercisable options which are indicated in the following footnotes to the
table, the percentages indicated are based on 24,568,643 shares of our
common stock issued and outstanding on October 15, 2002. In the case of
parties holding presently exercisable options, the percentage ownership is
calculated on the assumption that the shares presently held or purchasable
within the next 60 days underlying such options are outstanding.

(3) Consists of 488,722 shares held by Mr. Snyder directly and 264,084 shares
(250,000 of which are subject to repurchase at December 14, 2002 by our
company at the optionee's exercise prices pursuant to the option
agreements) which Mr. Snyder may acquire upon the exercise of options
within 60 days after October 15, 2002.

(4) Consists of 11,000 shares held by Ms. Cote directly and 24,305 shares which
Ms. Cote may acquire upon the exercise of options within 60 days after
October 15, 2002.
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(5) Consists of 15,000 shares held by Mr. Wells directly and 24,305 shares

which Mr. Wells may acquire upon the exercise of options within 60 days

after October 15, 2002.

(6) Consists of 6,944 shares which Mr. Mazzucchelli may acquire upon the
exercise of options within 60 days after October 15, 2002.

(7) Consists of 45,305 shares held by Mr. Peterson directly and 198,424 shares
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(129,553 of which are subject to repurchase at December 14, 2002 by our
company at the optionee's exercise prices pursuant to the option
agreements) which Mr. Peterson may acquire upon the exercise of options
within 60 days after October 15, 2002.

(8) Consists of 221,122 shares held by Mr. Kalinoski directly and 300,000
shares (196,668 of which are subject to repurchase at December 14, 2002 by
our company at the optionee's exercise prices pursuant to the option
agreements) which Mr. Kalinoski may acquire upon the exercise of options
within 60 days after October 15, 2002.

(9) Consists of 142,500 shares (27,953 of which are subject to repurchase at
December 14, 2002 by our company at the optionee's exercise prices pursuant
to the option agreements) which Mr. Egan may acquire upon the exercise of
options within 60 days after October 15, 2002.

(10) Consists of 200,000 shares (187,500 of which are subject to repurchase at
December 14, 2002 by our company at the optionee's exercise prices pursuant
to the option agreements) which Mr. Caccamisi may acquire upon the exercise
of options within 60 days after October 15, 2002.

(11) All options held by our chief executive officer and the named executive
officers were granted under the 1989 Stock Option Plan or the 1996 Stock
Option Plan. Pursuant to these stock option plans, all options granted
thereunder are immediately exercisable, however, shares issued upon
exercise are subject to repurchase by our company, at the exercise price,
to the extent of the number of shares that have not vested in the event
that the optionees' employment terminates prior to all such optionees'
options becoming vested.

SECTION 16 (a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16 (a) of the Securities Exchange Act requires our officers and
directors, and persons who beneficially own more than 10% of the our common
stock, or "10% Stockholders," to file reports of ownership and changes in
ownership with the Securities and Exchange Commission. Based solely upon
information provided to us by individual officers, directors and 10%
Stockholders, we believe that all of these filing requirements were satisfied by
our officers, directors and 10% Stockholders.

STOCKHOLDER PROPOSALS

Pursuant to various rules promulgated by the Securities and Exchange
Commission, a stockholder seeking to include a proposal in our proxy statement
and form of proxy card for our annual meeting of the stockholders to be held in
2003 must timely submit such proposal in accordance with Securities and Exchange
Commission Rule 14a-8 to Forgent Networks, Inc., addressed to Jay C. Peterson,
Secretary, 108 Wild Basin Road, Austin, Texas 78746 no later than ,
2003. Further, a stockholder may not present a proposal for inclusion in our
proxy statement and form of proxy card related to the 2003 annual meeting and
may not submit a matter for consideration at the 2003 annual meeting, regardless
of whether presented for inclusion in our proxy statement and form of proxy
card, unless the stockholder has timely complied with our bylaw requirements
which set a notice deadline after which a stockholder will not be permitted to
present a proposal at our stockholder meetings. The bylaws state that in order
for business to be properly brought before an annual meeting by a stockholder,
the stockholder must have given timely notice thereof in writing to our
secretary. To be timely, a stockholder's notice must be delivered to or mailed
and received at our principal executive offices not less than 60 days nor more
than 90 days prior to the first anniversary of the preceding year's annual
meeting. A stockholder's notice to the secretary must set forth as to each
matter the stockholder proposes to bring before the meeting a brief description
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of the business desired to be brought before the meeting and the reasons for
conducting such business at the meeting; the name and address, as they appear on

our books, of the stockholder proposing such business and
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the name and address

of the beneficial owner, if any, on whose behalf the proposal is made; the class

and number of our shares which are owned beneficially and
stockholder and by the beneficial owner, if any, on whose
being made; and any material interest of such stockholder
beneficial owner, if any, on whose behalf the proposal is
A notice given pursuant to this advance notice bylaw will
respect to our 2003 meeting unless duly given by no later
and no earlier than , 2003.

WHERE YOU CAN FIND MORE INFORMATION

of record by such
behalf the proposal is
of record and

made in such business.
not be timely with
than , 2003

We file quarterly and annual reports, proxy statements and other

information with the Securities and Exchange Commission.

You may read and copy

any reports, statements or other information we file at the Securities Exchange

Commission's public reference room at 450 Fifth Street, N.

20549. Please call the Securities and Exchange Commission

W., Washington, D.C.
at 1-800-SEC-0330 for

fur