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STERLING SOFTWARE, INC.
300 CRESCENT COURT
SUITE 1200
DALLAS, TEXAS 75201

February 2, 1998
Dear Stockholder:

You are cordially invited to attend the Annual Megtof Stockholders (the "Meeting") of Sterling &eére, Inc. (the "Company") to be held

at The Crescent Club, 200 Crescent Court, 17thrFallas, Texas, on Wednesday, March 11, 1998 neencing at 10:00 a.m., local time.

All stockholders of record as of January 22, 19@8eantitled to vote at the Meeting. | urge you ¢opoesent in person or represented by proxy
at the Meeting.

The enclosed Notice of Annual Meeting and Proxyesteent fully describe the business to be transaattéte Meeting, which includes (i) the
election of three directors of the Company; (ig #ipproval of an amendment of the Company's Geatéiof Incorporation to increase the
number of shares of the Company's Common Stocloga#u for issuance from 75,000,000 shares to D®6000 shares; and (iii) the
approval of the Sterling Software, Inc. Employeec®&tPurchase Plan.

The Company's Board of Directors believes thatdasing the number of authorized shares of Commaek$d in the best interests of the
Company and its stockholders because it would gelmiCompany to issue additional shares of Com8tonk, for example, in connection
with future stock splits or acquisitions. Such gmse is not being proposed in connection with pegiéic transaction. The Board of Directors
also believes that approval of the Sterling Sofeyémc. Employee Stock Purchase Plan will be aromtant factor in attracting and retaining
qualified employees essential to the continuedessof the Company.

The Company's Board of Directors believes thawarfble vote on each of the matters to be congidatréhe Meeting is in the best interests
of the Company and its stockholders and unanimaegslgmmends a vote "FOR" each such matter. Accghdime urge you to review the
accompanying material carefully and to return thel@sed proxy promptly.

Directors and officers of the Company will be prage help host th#leeting and to respond to any questions that @akiblders may hav
| hope you will be able to attend. Even if you ectpte attend the Meeting, please sign, date andrréhe enclosed proxy without delay. If \
attend the Meeting, you may vote in person evgoufhave previously mailed a proxy.

Sincerely,

Sam Wyly Chairman of the Boa



STERLING SOFTWARE, INC.
300 CRESCENT COURT
SUITE 1200
DALLAS, TEXAS 75201

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BEHELD MARCH 11, 1998

NOTICE IS HEREBY GIVEN that the Annual Meeting afoBkholders (the "Meeting") of Sterling Softwarag! (the "Company") will b
held at The Crescent Club, 200 Crescent Court, Bigibr, Dallas, Texas, on Wednesday, March 11, 168&mencing at 10:00 a.m., local
time. A proxy card and a Proxy Statement for theetifigy are enclosed.

The Meeting is for the purpose of considering artthg upon:
(1) The election of three Class B directors foe#iyear terms expiring at the Company's Annual Mgetf Stockholders in 2001;

(2) A proposal to amend the Company's Certificdticorporation to increase the number of shargSahmon Stock, $.10 par value,
authorized for issuance from 75,000,000 share25¢0D0,000 shares;

(3) A proposal to approve the Sterling Software, Bmployee Stock Purchase Plan; and
(4) Such other matters as may properly come befrdleeting or any adjournment thereof.

The close of business on January 22, 1998 hasfixeeihas the record date for determining stockhldmtitled to notice of and to vote at the
Meeting or any adjournment thereof. For a periodtdéast 10 days prior to the Meeting, a comgist®f stockholders entitled to vote at the
Meeting shall be open to examination by any stolddroduring ordinary business hours at the offiziethe Company at 300 Crescent Court,
Suite 1200, Dallas, Texas 75201.

Information concerning the matters to be acted wgidhe Meeting is set forth in the accompanyingxi?iStatement.

YOUR VOTE IS IMPORTANT. STOCKHOLDERS WHO DO NOT EX3€T TO BE PRESENT AT THE MEETING IN PERSON ARE
URGED TO COMPLETE, DATE, SIGN AND RETURN THE ENCL@&P® PROXY IN THE ACCOMPANYING ENVELOPE WHICH
REQUIRES NO POSTAGE IF MAILED IN THE UNITED STATES.

By Order of the Board of Directors

Jeannette P. Meier
Secretary

Dallas, Texas
February 2, 199



STERLING SOFTWARE, INC.
300 CRESCENT COURT
SUITE 1200
DALLAS, TEXAS 75201

PROXY STATEMENT
FOR
ANNUAL MEETING OF STOCKHOLDERS

TO BEHELD MARCH 11, 1998

SOLICITATION AND VOTING OF PROXIES

This Proxy Statement is being first mailed on aowld~ebruary 2, 1998 to stockholders of Sterlingv@are, Inc. (the "Company"”) at the
direction of the Board of Directors of the Compdthe "Board") to solicit proxies in connection witie 1998 Annual Meeting of
Stockholders (the "Meeting"). The Meeting will beldhat The Crescent Club, 200 Crescent Court, Eltthr, Dallas, Texas, on Wednesday,
March 11, 1998, commencing at 10:00 a.m., loca¢tior at such other time and place to which thetMiganay be adjourned.

All shares represented by valid proxies at the Mgeunless the stockholder otherwise specifielf,beivoted (i) FOR the election of the
three persons named under "Proposal I--Electidbiigictors” as nominees for election as Class Betlirs of the Company for three-year
terms expiring at the Company's Annual Meetingtot8holders in 2001, (ii) FOR the proposal to amgrelCompany's Certificate of
Incorporation to increase the number of sharesooir@on Stock, $.10 par value ("Common Stock"), atitled for issuance from 75,000,000
shares to 125,000,000 shares, (iii) FOR the prdposspprove the Sterling Software, Inc. Employéact Purchase Plan and (iv) at the
discretion of the proxy holders, with regard to amgtter not known to the Board of Directors ondlaée of mailing this Proxy Statement that
may properly come before the Meeting or any adjoant thereof. Where a stockholder has appropriaigbgified how a proxy is to be
voted, it will be voted accordingly.

A proxy may be revoked at any time by providingtten notice of such revocation to the Company'skstansfer agent, BankBoston, N.A.,
P.O. Box 9381, Boston, Massachusetts 022956, or 150 Royall Street, Canton, Massachusg21) which notice must be received pric
the Meeting. If notice of revocation is not receiywior to the Meeting, a stockholder may nevedsglrevoke a proxy if he or she attends the
Meeting and desires to vote in person.

RECORD DATE AND VOTING SECURITIES

The close of business on January 22, 1998 is ttiedelate (the "Record Date") for determining tteelsholders entitled to vote at the
Meeting, at which time the Company had issued artstanding approximately 38,636,639 shares of Com&tock. The Common Stock
constitutes the only outstanding class of votingusiées of the Company entitled to be voted atNtezting.

QUORUM AND VOTING

The presence at the Meeting, in person or by prokihe holders of a majority of the outstandingrals of Common Stock is necessary to
constitute a quorum. Each share of Common Stodlesepted at the Meeting, in person or by proxy, lmélcounted toward a quorum. If a
qguorum should not be present, the Meeting may muatkd from time to time until a quorum is obtain&ach share of Common Stock is
entitled to one vote with respect to each proptshk voted on at the Meeting. Cumulative votingas permitted with respect to the election
of directors.



The accompanying proxy card is designed to peraghdolder of Common Stock as of the close of lassion the Record Date to vote on
each of the matters to be considered at the Me€Ting proxy card provides space for a stockholdewote in favor of, or to withhold
authority to vote for, any or all nominees for ¢iea to the Board and to vote in favor of or agamsto abstain from voting with respect to
proposal to amend the Company's Certificate ofima@tion and the proposal to approve the Steffiofjware, Inc. Employee Stock
Purchase Plan. Brokers will have discretionaryngfuthority with respect to the proposals to hedcaapon at the Meeting where beneficial
owners do not provide voting instructions.

To be elected, each nominee for election as a GaBrector must receive the affirmative vote o tholders of a majority of the shares of
Common Stock present at the Meeting, in persory@rbxy. Instructions to withhold authority to vdta any nominee will be counted as
shares present for purposes of determining a qudoutrwill have the effect of a vote against thenmee for which the vote was withheld.

Approval of the amendment of the Company's Cediéof Incorporation requires the affirmative votex majority of the outstanding shares
of Common Stock. As a result, abstentions on sucpgsal will have the same effect as a vote against proposal. Broker norotes, whick
occur when brokers who are the record holders afeshdo not exercise discretionary voting authavith respect to those beneficial owners
who have not provided voting instructions, will leathe same effect as a vote against such proposal.

Approval of the Sterling Software, Inc. Employeedk Purchase Plan requires the affirmative vote wfajority of the shares of Common
Stock present at the Meeting, in person or by prébstentions on such proposal will have the saffexieas a vote against such proposal.
Broker non-votes will neither count for nor agaitiés proposal and as a result will have no eféecthe vote with respect thereto.

PARTICIPANTSIN THE STERLING SOFTWARE, INC.
SAVINGSAND SECURITY PLAN

A participant in the Sterling Software, Inc. Sawsrand Security Plan (the "Savings Plan") will rgeea voting instruction card relating to the
shares of Common Stock allocated to such partitpancount in the Savings Plan. A properly congaletoting instruction card will serve as
voting instructions to the trustee of the SavingsPIf a participant holds Common Stock outsid¢hef Savings Plan, such participant will
also receive, in a separate mailing, a proxy celating to those shares. In order for all sharesamirby, or allocated under the Savings Plan
to, a participant to be voted at the Meeting inoadance with such participant's direction, bothghexy card and the voting instruction card
received by the participant will need to be sigaad returned to BankBoston, N.A. Information in iéing instruction card will not be
disclosed to the Company.

PROPOSAL |
ELECTION OF DIRECTORS

The Company's Certificate of Incorporation proviftasa board of directors divided into three classes nearly equal in number as possible,
with the term of office of one class expiring egelar at the Company's Annual Meeting of Stockh@deach class of directors is elected for
a term of three years except in the case of elestio fill vacancies or newly created directorships

NOMINEESFOR DIRECTOR

Each of Charles J. Wyly, Jr., Phillip A. Moore avithael C. French has been nominated for electidgheaMeeting to serve as a director for
a three- year term expiring at the Company's AnMexting of Stockholders in 2001 or until his respee successor has been duly elected
and qualified. It is intended that the persons raimehe proxy will vote for the election of eachtlee three nominees. Each of the nominees
has indicated his willingness to continue to se&sv@ member of the Board if elected; however, $® @y nominee should become
unavailable for election to the Board for any reasot presently known or contemplated, the proxgdés will have discretionary authority
that instance to vote for a substitute nominee.



The nominees for election at the Meeting are devid!:

Charles J. Wyly, Jr., age 64. Mr. Wyly co-founded Company in 1981 and since such time has sessadlaector of the Company, and as
Vice Chairman since 1984. He served as an offindrdirector of University Computing Company, a canep software and services
company, from 1964 to 1975, including Presidentnfrt®69 to 1973. Mr. Wyly and his brother, Sam Wyllgo a director of the Company,
founded Earth Resources Company, an oil refinirgsiiver mining company, and Charles J. Wyly, drved as its Chairman of the Board
from 1968 to 1980. Mr. Wyly served as Vice Chairnoémhe Bonanza Steakhouse chain from 1967 to 1989Wyly currently serves as
Vice Chairman of Michaels Stores, Inc., a specigdtgil chain ("Michaels Stores"), and as a direofdSterling Commerce, Inc., a provider
electronic commerce software and network servitgte(ling Commerce"). Charles J. Wyly, Jr. is tathér-in-law of Donald R. Miller, Jr.,
also a director of the Company. Mr. Wyly is a memiifethe Executive Committee and the 1996 StockddpEommittee of the Board.

Phillip A. Moore, age 55. Mr. Moore dounded the Company in 1981 and since such timeda®d as a director of the Company. He se
as Executive Vice President of the Company frorg 18083 to September 1997, serving also as Chidfiff@dogy Officer from October 1995
to April 1996. Prior to July 1993, Mr. Moore servasl Senior Vice President, Technology of the Complmconnection with his retirement
as an executive officer of the Company in Septerib8éi7, the Company agreed to nominate Mr. Mooretenagreed to stand for re-election
to the Board at the Meeting.

Michael C. French, age 54. Mr. French has serveddigector of the Company since July 1992. Hauisantly a Partner of Maverick Capital,
Ltd., an investment fund management company ("MeakeZapital"), and a consultant to the internatidaw firm of Jones, Day, Reavis &
Pogue. He was a partner with the law firm of Jaok&dValker, L.L.P. from 1976 through 1995. Mr. Foenis also a director of Michaels
Stores.

CURRENT DIRECTORS

The current Class A directors of the Company, wieonat standing for re- election at the Meeting ase terms will expire at the
Company's Annual Meeting of Stockholders in 2008,as follows:

Robert J. Donachie, age 69. Mr. Donachie has seaseddirector of the Company since May 1983. Heblen principally employed as a
private business consultant since March 1981. Mndghie is Chairman of the Audit Committee and anbver of the 1996 Special Stock
Option Committee of the Board.

Alan W. Steelman, age 55. Mr. Steelman has serseddirector of the Company since February 1997stdeSenior Principal with Monitor
Company, a leading international consulting firmiathspecializes in competitive strategy. Headquadén Cambridge, Massachusetts,
Monitor Company has operations on six continentsemploys over 800 professionals. Mr. Steelman sésees on the Advisory Board of
Richmont-Parly Investment Company, a Dallas- anddHkong-based private investment trust devotedestments in listed Asian
companies, and on the Advisory Board of Asia Infation Services, a Beijing-based information techgglcompany. Prior to joining
Monitor Company in 1993, Mr. Steelman was Chief @piag Officer of the Alexander Proudfoot Compaayconsulting company listed on
The London Stock Exchange. During his 15 yearslexander Proudfoot, Mr. Steelman held several assémts, including Group President
of the AsiaPacific region and Executive Vice President of waitle sales and marketing. Prior to joining AlexanBroudfoot, Mr. Steelme
served in the U.S. Congress, representing Texa<amngressional District, and also held severabayed positions in government. Mr.
Steelman is a member of the Audit Committee ofBbard.

Evan A. Wyly, age 36. Mr. Wyly has served as aaloeof the Company since July 1992 and as a Viesi&ent of the Company since
December 1994. He has been a Managing Partner eédl Capital since 1991. In 1988, Mr. Wyly fourd@remier Partners Incorporate:
private investment firm, and served as its Presiggor to joining Maverick Capital. Mr. Wyly alsgerves as a director of Sterling Commerce
and as a director and officer of Michaels StoramrEWyly is Sam Wyly's son.

3



The current Class C directors of the Company, wkaat standing for re- election at the Meeting atdse terms will expire at the
Company's Annual Meeting of Stockholders in 1998,as follows:

Sam Wyly, age 63. Sam Wyly has served as ChairrhtredBoard since co- founding the Company in 1%8dmpanies founded by Mr.
Wyly were among the forerunners of the electrosimmerce industry. In 1963, he founded Universitynpating Company, which became
one of the largest computer services and softwamgeanies. His data transmission company, Datran, Wwas one of the pioneering
telecommunications ventures which broke up theptedee monopoly and led to the creation of toddgstenic commerce industry. Sterling
Commerce, a leader in this industry, was spuncoffié Company's stockholders in 1996 and now lmaret value in excess of $3 billion.
Mr. Wyly currently serves as a director of Sterlidigmmerce, as Chairman of Michaels Stores and risdPaf the General Partner of
Maverick Capital. Mr. Wyly is Chairman of each betExecutive Committee and the 1996 Stock Optiom@itee of the Board.

Sterling L. Williams, age 54. Mr. Williams co-fouaed the Company in 1981 and since such time hasd@aw President, Chief Executive
Officer and a director of the Company. Mr. Williamas served as Chairman of the Board and a diret®terling Commerce since
December 1995. From December 1995 to October 1@86)\Villiams also served as Chief Executive OfficéiSterling Commerce. He also
currently serves as a director of INPUT, an infaioratechnology market research company. Mr. Whitliais a member of the Executive
Committee and the 1996 Stock Option Committee ef8bard.

Donald R. Miller, Jr., age 43. Mr. Miller has sedvas a director of the Company since September.1998as served as Vice President-
Market Development of Michaels Stores since Novemi®80 and also serves as a Managing Director andraber of the Board of Directc
of Michaels Stores. Mr. Miller is a member of tH#896 Special Stock Option Committee of the Board.

BOARD OF DIRECTORSAND COMMITTEES

General. The business of the Company is managest timel direction of the Board. The Board meets oegalarly scheduled basis during the
Company's fiscal year to review significant devet@nts affecting the Company and to act on matessiring Board approval. It also holds
special meetings when an important matter reqioesd action between scheduled meetings. The Buoatdr acted by written consent 10
times during the fiscal year ended September 387.1Buring fiscal 1997, each member of the Boamtigipated in at least 75% of all Board
and applicable committee meetings held during gréogd for which he was a director.

The Board has established Executive, Audit andkS@ation Committees to devote attention to spedaifibjects and to assist the Board in the
discharge of its responsibilities. The functionshafse committees, their current members and thebeuof meetings held during fiscal 1997
are set forth below.

Executive Committee. The Executive Committee is @wvgred to act on any matter except those mattedfggally reserved to the full Boa
by applicable law. Sam Wyly (Chairman), Charle¥/§ly, Jr. and Sterling L. Williams are the currenémbers of the Executive Committee.
The Executive Committee met or acted by writtenseon 19 times during fiscal 1997. The Executive Gatiee was responsible for
determining executive compensation for fiscal 13X¢ept for decisions relating to grants of stopkans under the Company's 1996 Stock
Option Plan (the "Option Plan").

Audit Committee. The Audit Committee recommendth®Board the appointment of the firm selectecetwes as the independent auditors
the Company and its subsidiaries and monitors énfopnance of such firm; reviews and approves tlogs of the annual audit and evaluates
with the independent auditors the Company's ansuit and annual consolidated financial statemeatsews with management the statu
internal accounting controls; evaluates issuesrgpaipotential financial impact on the Company Whitay be brought to the Committee's
attention by management, the independent auditatsedBoard; and evaluates public financial repgrtiocuments of the Company. Robe
Donachie and Alan W. Steelman are the current mesrddghe Audit Committee. The Audit Committee rived times during fiscal 1997.
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Option Committees. The 1996 Stock Option Commisted the 1996 Special Stock Option Committee (ctilely, the "Option Committees
administer the Option Plan. In this capacity, ti@i@h Committees have the authority, subject toaderestrictions set forth in the Option
Plan, to determine from time to time the individtied whom options are granted under the Option,Pfennumber of shares covered by each
option grant, the time or times at which optionsdiae exercisable and other terms and conditiossici options. Sam Wyly (Chairman),
Charles J. Wyly, Jr. and Sterling L. Williams ane turrent members of the 1996 Stock Option Coramitind Robert J. Donachie (Chairn
and Donald R. Miller, Jr. are the current membéithe 1996 Special Stock Option Committee. The 198k Option Committee met or
acted by written consent five times during fisc@®1. The 1996 Special Stock Option Committee metcted by written consent four times
during fiscal 1997.

Other. The Company does not have a nominating mpeasation committee. The functions customarilghattable to a nominating
committee are performed by the Board as a whoke tlae functions customarily attributable to a congaion committee generally are
performed by the Executive Committee and the Opfiommittees.

DIRECTOR COMPENSATION

Each of Messrs. Donachie, French, Miller and Steelfas well as Mr. Fran Tarkenton, who serveddisegtor of the Company until the
expiration of his term in February 1997) receivadhanual directors' fee of $30,000 for his serase director of the Company plus $2,500
for each meeting of the Board and each meetingypttammittee of the Board that he attended duiisgaf 1997. During fiscal 1997, Sam
Wyly and Charles J. Wyly, Jr. received annual doex fees of $500,000 and $250,000 in their cdjgscas Chairman and Vice Chairman of
the Board, respectively. For fiscal 1998, the ahnetainers and committee fees to be received bl eathese directors will remain at the
same level as for fiscal 1997. Messrs. Williams okoand Evan Wyly did not receive directors' famsthieir services as directors in fiscal
1997.

All directors of the Company are eligible to re@aptions under the Option Plan. During fiscal 199éssrs. Sam Wyly, Sterling L.
Williams, Charles J. Wyly, Jr. and Evan Wyly, eatlwhom is both a director and an executive officethe Company, received options to
purchase 1,800,000, 1,800,000, 900,000 and 10Gj@@s of Common Stock, respectively. See "Manage@empensation--Option Grants
in Fiscal 1997." Additionally, in fiscal 1997, Mvloore, who at the time of the grant was both aatimeand an executive officer of the
Company, received options to purchase 150,000 slvdt@ommon Stock. Messrs. Donachie, French, MiSéeelman and Tarkenton recer
options to purchase 50,000, 75,000, 50,000, 50a0@050,000 shares of Common Stock, respectiveliséal 1997.

See "Certain Transactions" for a discussion ofagedgreements between the Company and certaientiand former directors of the
Company.



PROPOSAL 11
INCREASE IN AUTHORIZED COMMON STOCK

The Board has unanimously approved, subject tadhsideration and approval of the stockholderhef@ompany, an amendment to the
Company's Certificate of Incorporation increasing humber of shares of Common Stock authorizeds$orance from 75,000,000 shares to
125,000,000 shares. The Board believes that thesidment is in the best interests of the Companyitarsiockholders because it would
permit the Company to issue additional shares ofiion Stock, for example, in connection with futeteck splits or acquisitions. Such
amendment is not being proposed in connection arithspecific transaction. Moreover, although thenfany actively considers acquisition
transactions that may involve the issuance of adtit shares of Common Stock (any one or more @hvimay be under consideration or
acted upon at any given time), the Company is neggntly a party to any such agreement or undelistginvolving the issuance of
additional shares of Common Stock.

As of January 15, 1998, after giving effect to apimately 9.6 million shares of Common Stock reedrfor issuance under the Company's
stock option plans, the Company had approximatél§ gillion shares of Common Stock available feuence, of which 1.75 million have
been reserved for issuance pursuant to the SteSliftgvare, Inc. Employee Stock Purchase Plan, sttidts approval by the stockholders of
the Company at the Meeting. The availability of iiddal authorized but unissued shares of CommorkSivould provide the Company with
greater flexibility by allowing additional shareslie issued without the expense and delay of &lstdders meeting, unless stockholder
approval is otherwise required.

If the proposed amendment is approved by the Coppatockholders, generally no further stockhokgroval would be required for the
issuance of such authorized shares of Common Stotéss required by law or any rules or regulationshich the Company is subject,
including the rules of the New York Stock Exchaiif¢Y SE"), the exchange on which the Common Stodisted. The rules of the NYSE
currently require stockholder approval prior to thking of the following actions: (i) the issuarafeshares of Common Stock, other than a
public offering for cash, if the number of sharede issued will be equal to or in excess of 20dhefnumber of shares of Common Stock
outstanding prior to the issuance; (ii) the esghistient of a stock option or other plan pursuamttich Common Stock may be acquired by
directors or officers, except for warrants or riglistributed generally to stockholders of the Camypor broad-based plans or arrangements
including other employees (unless such warrargbisj broadly-based plans or arrangements wouldtiesthe issuance of shares in excess
of the limitations set forth in clause (i) abovéi) the acquisition, directly or indirectly, ofrpperty or assets from a director, officer or
substantial security holder of the Company if thenber of shares of Common Stock to be issued inaxtion with the acquisition exceeds
1% of the number of shares of Common Stock outstgnatior to the acquisition; and (iv) an issuaneé€ommon Stock that would result in
a change of control of the Company within the megmf the rules of the NYSE.

The Board believes that a vote to approve the amentof the Certificate of Incorporation is in thest interests of the Company and its
stockholders and unanimously recommends a vote "FDEh proposal.
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PROPOSAL 11
APPROVAL OF THE STERLING SOFTWARE, INC.
EMPLOYEE STOCK PURCHASE PLAN

INTRODUCTION

The Sterling Software, Inc. Employee Stock Purcliglaa (the "Plan") provides a systematic methodHerpurchase of the Company's
Common Stock by employees of the Company. The Boasdinanimously approved the Plan and the resemvait 1,750,000 shares of
Common Stock for issuance pursuant to the Plarjesutwn its approval by the stockholders of the @any at the Meeting.

The Board believes that, in concert with the Conyfsaather compensation and benefit programs, tae Wil be an important factor in
attracting and retaining qualified employees esaktat the continued success of the Company. TimesBoard believes that approval of the
Plan is in the best interests of the Company ansttitckholders.

SUMMARY OF PROVISIONS OF THE PLAN

The following summary of the Plan is qualified ia éntirety by the terms of the Plan, a copy ofchhis attached as Annex | to this Proxy
Statement. Capitalized terms used and not otheméBred in this portion of the Proxy Statementénthe respective meanings ascribed to
such terms in the Plan.

The Plan is intended to qualify as an "employeeksprchase plan" under

Section 423 of the Internal Revenue Code of 198@naended (the "Code"). Shares of Common Stocko@ithffered under the Plan throug
series of successive six-month periods (each atage Period") until such time as the maximum nurobshares of Common Stock
authorized for issuance under the Plan have bemhased or the Plan has been sooner terminatechd&gr Periods will run from January 1
to June 30 and from July 1 to December 31; provitiedever, that the first Purchase Period will bemi February 1, 1998 and end on June
30, 1998. The last business day of each PurchagmlR&the "Purchase Date" on which shares of ComBtock are actually purchased
under the Plan. During each Purchase Period, &iparit may authorize payroll deductions in any lehoultiple of 1% of the Participant's
Compensation (defined generally under the Plandambase salary and other cash compensation),aiméximum of 25%. In addition to
payroll deductions, a Participant may make onetanfdil lump-sum contribution to the Plan duringle&urchase Period in an amount not to
exceed $2,000.

The purchase price of shares of Common Stock asdjirirany Purchase Period will be 85% of the leskéa) the Fair Market Value of the
shares on the first day of the Purchase Periotd)ahé Fair Market Value of the shares on the PasetDate. The closing price of the
Company's Common Stock as reported on the NYSEwouaiy 15, 1998 was $38 3/4.

Interest will be credited to the account of eactti€ipant on each regular payroll date at a ratmirest, to be fixed for each Purchase Pe
equal to the six-month U.S. treasury bill rate gi#d immediately prior to the first day of eachidPiase Period. No interest will be paid on
amounts credited to a Participant's account far flean a full pay period. Participants may withdfeem the Plan at any time prior to the last
10 business days of each Purchase Period, wherdlpiomccrued payroll deductions and any additibmap-sum contribution will be
refunded to them with credited interest.

Any employee (including officers and directors wdre employees) of the Company, its domestic sudrsédi and such non-U.S. subsidiaries
as are from time to time designated by the Admiaiste Committee (as defined below), will be eligilo participate in the Plan, as long as
that employee is regularly expected to work attl@@shours per week for more than five months péerar year. However, no person who
owns or holds options to purchase or who, as dtreSparticipation in the Plan, would own or hagtions to purchase 5% or more of the
outstanding shares of Common Stock is entitlechttigpate in the Plan. As of January 15,
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1998, approximately 3,100 employees, including fithe Company's executive officers, would have balagible to participate in the Plan.
Subject to stockholder approval, the Company wilhiement the Plan in the U.S. on February 1, 1888,presently intends to implement the
Plan in other countries as soon as administratifeggible.

Participation in the Plan is limited to eligible plmyees who authorize payroll deductions priott® $tart of a Purchase Period. A
participating employee's payroll deductions mayexateed 25% of that employee's Compensation darnggay period. In addition, no
Participant may purchase shares with a Fair Markéie (determined on the first day of the PurchHseod) exceeding $25,000 for each
calendar year in which the Participant participétethe Plan.

The Plan is administered by a Plan administrater (Plan Administrator") and a committee (the "Adisirative Committee") that are
appointed by and serve at the discretion of tha@®dehe Plan Administrator will administer and ingeet the Plan. All determinations of the
Plan Administrator will be final and binding on gkrsons having an interest in the Plan. UndePthr, the Administrative Committee is
authorized to from time to time designate whichhaf Company's non-U.S. subsidiaries will be peeditb offer participation in the Plan to
their respective Eligible Employees, to decide qugstions relating to administration of the Plaenmed to the Administrative Committee by
the Plan Administrator and to amend the Plan frione to time to the same extent such power is gdataiehe Board.

The Plan authorizes the Board and the Administeaflemmittee to amend the Plan from time to timeyigied that no such amendment may
increase the number of shares of Common Stockvwedédor issuance thereunder without stockholderagy, except under the
circumstances described below concerning a chantigeeiCompany's capital structure. The Board ibaited to terminate the Plan at any
time, provided that no such termination may susgmrtdrminate a currently pending Purchase Peniaifect the rights of Participants to
purchase shares of Common Stock on the relatech®sedate.

The Plan provides that in the event of a Corpofaémsaction (generally defined as the sale ofratlubstantially all of the assets of the
Company or a merger, consolidation or other traimadn which the persons who owned the Companyting securities prior to the
transaction cease to own a majority of the votiegusities of the surviving or successor corporatioother legal entity in such transaction),
each Participant's right to purchase shares of Gamtock will be automatically exercised to theeextof the Participant's accumulated
payroll deductions, any additional lump-sum conttibn and credited interest as of a date immedigigor to the Corporate Transaction.

Up to 1,750,000 shares of Common Stock may be dssoder the Plan, subject to adjustment in the tesea stock dividend, stock split,
reverse stock split, recapitalization, combinati@t)assification or similar change in the Compsuegpital structure.

SUMMARY OF U.S. FEDERAL INCOME TAX CONSEQUENCESOF THE PLAN

The following summary is intended only as a genguidie as to the United States federal income éas@quences under current law of
participation in the Plan and does not attemptetscdbe all possible federal tax consequencesyofaaaign, state, local or other tax
consequences of such participation or tax consegsdpased on particular circumstances.

Assuming the Plan is qualified under Section 42thefCode, the grant of the right to purchase bagurchase of shares of Common Stock
under the Plan are not taxable. All tax consequerace deferred until the Participant sells or otlies disposes of shares or dies. However,
payroll deductions and credited interest are taxablwages subject to applicable withholding téxélse year in which such amounts are
credited to the Participant's account. The tax eguences of a disposition of shares vary deperatirthe time period such stock is held
before its disposition. If a Participant disposéshares within two years after the first day &f Purchase Period in which such shares were
acquired (a "disqualifying disposition"), the Peifiiant recognizes ordinary income in the year spdsition in an amount equal to the
difference between the Fair Market Value



of the shares on the Purchase Date and the purphasegaid for such shares. Any additional reegltjain or loss recognized by the
Participant from the disposition of the shares ésygital gain or loss. If the Participant disposkshares more than two years after the first
of the Purchase Period in which such shares weyairad, the Participant recognizes ordinary incamthe year of disposition in an amount
equal to the lesser of

(i) the difference between the Fair Market Valudhaf shares on the date of disposition and thehaisic price or (ii) 15% of the Fair Market
Value of the shares on the first day of the PuretiReriod in which such shares were acquired. Anitiadal gain recognized by the
Participant on the disposition of the shares iaital gain.

If the Participant disposes of the shares in audibfying disposition, the Company generally isiged to a federal income tax deduction et
to the amount of ordinary income recognized byRheicipant as a result of the disposition, ext¢ehe extent such deduction is limited by
applicable provisions of the Code. In all otheresaso federal income tax deduction is allowedd@bmpany. Under generally accepted
accounting principles, the Company should not lpeiired to recognize any compensation expense inamion with the purchase or sale of
shares by Participants pursuant to the Plan.

BOARD RECOMMENDATION

The Board believes that a vote to approve the Blanthe best interests of the Company and itskétolders and unanimously recommends a
vote "FOR" such proposal.

SECURITY OWNERSHIP OF MANAGEMENT AND CERTAIN STOCKHOLDERS

The following table sets forth information regamglithe beneficial ownership of Common Stock by edicbctor of the Company, each of the
Named Executive Officers (as defined below), threators and executive officers of the Company gsoap and each person or entity knc
by the Company to own 5% or more of the outstandhmyes of Common Stock. The persons and entiie®d in the table have sole voting
and investment power with respect to all shareSayfimon Stock owned by them, except as otherwisednot

SHARES OF COMMON
STOCK OWKNED
BENEFI Cl ALLY( 1)

PERCENT

NAME NUMBER OF CLASS
Sam Wl y. .o 2,599, 195(2)(3) 6.4%
Sterling L. Wllians......... ... . . ... . 1, 804, 156( 4) 4.5%
Charles J. Wly, Jr......... . .. .. . ... ... ... .... 1, 900, 877(3) (5) 4.8%
Robert J. Donachie.......... ... .. . ... ... 14, 100(6) *
Mchael C. French........ ... ... ... .. ... ... ....... 19, 550(7) *
Donald R Mller, Jr... ... . .. 12,500(8) *
Phillip Al MoOre. . ... ... 81, 456(9) *
Alan W Steelman............. .. ... 12, 500(10) *
Evan A. Wly. ... . 109, 555(11) *
Geno P. Tolari..... ... 142,197(12) *
Jeannette P. Meier...... ... ... .. ... 106, 723(13) *
Al current directors and executive officers as a

group (19 personsS) . ......uiiiii i 6, 730, 562( 14) 15. 5%
Wl 1ington Managenment Conpany, LLP............... 2,510, 650( 15) 6. 5%
Al pha Assurances Vie Mituelle and rel ated

entities, AXA-UAP and-

The Equitabl e Conpanies Incorporated............ 3,941, 519(16) 10. 2%

* Less than 1%.

(1) The number of shares shown includes outstargtiages owned by the person or entity indicateB@rember 31, 1997 and shares
underlying options owned by such person on Decerdbet997 that were exercisable within 60 daysuchslate. Persons holding shares of
Common Stock pursuant to the Savings Plan gendrallg sole voting power, but not investment powsh respect to such shares.
(footnotes continued on following page)



(2) Includes 1,800,000 shares of Common Stockrifegt be acquired upon exercise of options granteeéutie Option Plan. Also includes
358,353 shares of Common Stock owned by familytdrabwhich Sam Wyly is trustee and 438,612 shafésommon Stock (300,000 of
which are also beneficially owned by Charles J. Wyt.) held of record by two limited partnershgdsvhich Sam Wyly is a general partner.
Also includes 2,230 shares of Common Stock heldyant to the Savings Plan.

(3) Based on an amended Schedule 13D filed on A&#ysl997 by Sam Wyly, Charles J. Wyly, Jr. andsdtack Entrepreneurs Fund, Ltd.
Texas limited partnership, of which Sam Wyly anca@s J. Wyly, Jr. are the sole general partnezs.f8otnotes (2) and (5). The address of
Sam Wyly, Charles J. Wyly, Jr. and Maverick Entegqaurs Fund, Ltd. is 300 Crescent Court, Suite 1D@0as, Texas 75201.

(4) Includes 1,800,000 shares of Common Stockrtteat be acquired upon exercise of options grantéeutne Option Plan and 156 shares
of Common Stock held pursuant to the Savings Plan.

(5) Includes 900,000 shares of Common Stock thatlmaacquired upon exercise of options granted uheeOption Plan. Also includes
441,699 shares of Common Stock owned by familytsrawhich Charles J. Wyly, Jr. is trustee and,588 shares of Common Stock
(300,000 of which are also beneficially owned bynS&yly) held of record by two limited partnershiglswhich Charles J. Wyly, Jr. is a
general partner. Also includes 2,604 shares of Com8tock held pursuant to the Savings Plan.

(6) Includes 12,500 shares of Common Stock that Ineegcquired upon exercise of options granted uth@e®ption Plan and 1,000 shares
held in a retirement account directed by Mr. Dorech

(7) Consists of 18,750 shares of Common Stockritaat be acquired upon exercise of options grantelémime Option Plan and 800 shares
held in a retirement account directed by Mr. French

(8) Consists of 12,500 shares of Common Stockrttaat be acquired upon exercise of options grante@mtine Option Plan.

(9) Includes of 37,500 shares of Common Stockrieat be acquired upon exercise of options grante@mtine Option Plan, 5,057 shares of
Common Stock held pursuant to the Savings PlariL&Adshares owned by Mr. Moore's son.

(10) Consists of 12,500 shares of Common Stockritegt be acquired upon exercise of options granteléithe Option Plan.

(11) Includes 25,000 shares of Common Stock thgtlmaacquired upon exercise of options granted um@eOption Plan and 115 shares of
Common Stock held pursuant to the Savings Plan.

(12) Consists of 137,500 shares of Common Stodkntlag be acquired upon exercise of options grantetkr the Option Plan and 4,697
shares of Common Stock held pursuant to the SaWtars

(13) Includes 100,000 shares of Common Stock tlzgt Ime acquired upon exercise of options granteémtid Option Plan and 6,270 shares
of Common Stock held pursuant to the Savings Plan.

(14) Includes 89,850 shares of Common Stock thgtlmeaacquired upon exercise of options granted nim#eOption Plan and 17,481 shares
of Common Stock held pursuant to the Savings Rte@ach case by executive officers of the Companynamed in the table above.

(15) Based on a Schedule 13G filed on February 227 by Wellington Management Company, LLP ("Wejton"), Wellington has shared
voting power with respect to 1,247,710 shares &iades! dispositive power with respect to 2,510,8%as. The address of Wellington is 75
State Street, Boston, Massachusetts 02109. Theviafmn regarding beneficial ownership of Commoac&tby Wellington is included in
reliance on a report filed with the Securities &xdhange Commission (the "SEC") by Wellington, gtdbat the percentage of Common
Stock beneficially owned is based upon the Comparsiculations made in reliance upon the numbehafes of Common Stock reported to
be beneficially owned by such person in such regodithe number of shares of Common Stock outsigrmi December 31, 1997.

(16) Based on an amended Schedule 13G filed onrileee10, 1997 by Alpha Assurances Vie Mutuelle, AXgsurances I.A.R.D. Mutuell
AXA Assurances Vie Mutuelle and AXA Courtage Asswra Mutuelle, as a group, AXA-UAP and The Equitabtampanies Incorporated. It
was reported that four subsidiaries of The Equié@idmpanies Incorporated, The Equitable Life AssteaSociety of the United States,
Alliance Capital Management L.P., Donaldson, Luf€idenrette Securities Corporation and Wood, Sangtand Winthrop Management
Corp., are deemed to have sole voting power wipeet to 3,507,067 shares, shared voting powerregtbect to 355,743 shares, sole
dispositive power with respect to 3,891,399 sharesshared dispositive power with respect to 49$%20es. The address of Alpha
Assurances Vie Mutuelle is 100-101 Terrasse Baeld®2042 Paris La Defense, France; the addresxAfAssurances I.A.R.D. Mutuelle
and AXA Assurances Vie Mutuelle is 21, rue de Chatlin, 75009 Paris, France; the address of AXA @garAssurance Mutuelle is 26,
Louis le Grand, 75002 Paris, France; the address@fUAP is 23, avenue Matignon, 75008 Paris, Fegrand the address of The Equitable
Companies Incorporated is 787 Seventh Avenue, Nexk,Yew York 10019. The information regarding biésial ownership of Common
Stock by this group is included in reliance on goré filed with the SEC by such parties, except tha percentage of Common Stock
beneficially owned is based upon the Company'sutations made in reliance upon the number of shafr€mmon Stock reported to be
beneficially owned by such parties in such repod the number of shares of Common Stock outstanmingecember 31, 1997.
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MANAGEMENT COMPENSATION
SUMMARY COMPENSATION TABLE

The following table sets forth certain informatiggarding compensation paid or accrued for servieedered during each of the Company's
last three fiscal years to the Company's Chief Httee Officer and each of the other four most hyptdmpensated executive officers of the
Company and its subsidiaries (collectively, the riiéal Executive Officers") based on salary and ba&aused during fiscal 1997.

LONG TERM
COMPENSATI ON
ANNUAL COVPENSATI ON AWARDS
SECURI Tl ES
OTHER ANNUAL UNDERLYI NG  ALL OTHER
NAME AND PRI NCI PAL POSI TION  YEAR(1l) SALARY(2) BONUS(2) COMPENSATI ON( 3) OPTI ONS(4) COWPENSATI ON
Sterling L. Wlliams........ 1997 $ 650, 000 $250, 000 $ 35, 868(5) 1, 800, 000 $ 42, 252(6)
Presi dent, Chief Executive 1996 900, 000 500, 000 48, 499(5) 3, 750, 000 41, 297
O ficer and Director 1995 750, 000 450, 000 168, 833(7) 650, 000 36, 492
SamWly.................... 1997 1, 000, 000( 8) 500, 000 53, 363(5) 1, 800, 000 182, 691(9)
Chai rman of the 1996 971, 000( 8) 500, 000 100, 115(5) 3, 000, 000 110, 177
Board and Director 1995 850, 000( 8) 450, 000 44, 417(5) 1, 466, 666 126, 002
Charles J. Wly, Jr......... 1997 500, 000(10) 250, 000 29, 249(5) 900, 000 49, 669(11)
Vi ce Chairman of the 1996 496, 000(10) 250, 000 69, 730(5) 1, 600, 000 59, 292
Board and Director 1995 425,000(10) 225,000 66, 738(12) 733, 334 62, 345
Geno P. Tolari.............. 1997 435, 000 215, 000 3, 301(5) 600, 000 9,121(14)
Executive Vice President 1996 386, 000 149, 338 137, 050( 13) 0 12,748
and Chief Operating Oficer 1995 318, 000 183, 779 90, 908( 13) 47,500 4,673
Jeannette P. Meier.......... 1997 300, 000 150, 000 104, 930( 15) 500, 000 4, 946(16)
Executive Vice President, 1996 422, 000 250, 000 144,917(15) 550, 000 6,031
Fi nance and Administration 1995 340, 000 140, 000 69, 598(15) 125, 000 7,860

(1) In accordance with SEC regulations, amountdisoal 1996 include compensation paid to certdithe Named Executive Officers by bt
the Company and Sterling Commerce, a former whmlmed subsidiary of the Company. Sterling Commeosapleted an initial public
offering of 18.4% of its shares in March 1996, am&eptember 1996 Sterling Software completedakeree spineff of its remaining 81.69
ownership of Sterling Commerce.

(2) Reflects salary and bonus earned during tlealfigear. In some instances, the payment of alportion of salary or bonus was deferred
by the Named Executive Officer to a subsequent.year

(3) Excludes perquisites and other personal beni¢fihe aggregate amount of such compensatia@sssthan the lesser of $50,000 or 10% of
the total annual salary and bonus reported for 8lasthed Executive Officer.

(4) For fiscal 1997 and fiscal 1995, reflects opsidco purchase Common Stock. For fiscal 1996, atfleptions to purchase both Common
Stock and common stock of Sterling Commerce ("Conem&tock") as follows:

Sterling L. Williams, 750,000 shares of Common &tand 3,000,000 shares of Commerce Stock; Sam VBy090,000 shares of Commerce
Stock; Charles J. Wyly, Jr., 1,600,000 shares aoh@erce Stock; and Jeannette P. Meier, 50,000 sh&fe@mmon Stock and 500,000 shares
of Commerce Stock. Neither the Company nor Steiogimerce has granted stock appreciation rights.

(5) Consists of reimbursements for the paymenaxdés.

(6) Consists of $4,500 in Company contributionth®s Savings Plan and $37,752 in respect of premamige insurance policies for Mr.
Williams' benefit.

(7) Includes a $47,897 reimbursement for medicpkeges, a $44,222 housing allowance bonus and,a458imbursement for the paym

of taxes.

(8) Includes director's fees of $500,000, $475 800 $425,000 paid to Sam Wyly in fiscal 1997, 1888 1995, respectively, for his services
as Chairman of the Board of the Company, and $21p@0d to Sam Wyly in fiscal 1996 for his servieessa director of Sterling Commerce.
(9) Consists of $4,500 in Company contributiongh Savings Plan, $20,358 in respect of premiume Iife insurance policy for Mr. Wyly's
benefit and $157,833 representing compensation eéeeceived by Mr. Wyly as a result of insuranckcggremiums paid by the Company
pursuant to a split dollar insurance agreementdwhbllar amount was determined based on an aatwannputation in accordance with S
regulations).

(footnotes continued on following page)
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(10) Includes director's fees of $250,000, $237 &0 $212,500 paid to Charles J. Wyly, Jr. in 1id@97, 1996 and 1995, respectively, for
his services as Vice Chairman of the Board of thenfany and $21,000 paid to Charles J. Wyly, Jisgal 1996 for his services as a diret
of Sterling Commerce.

(11) Consists of $4,500 in Company contributionthioSavings Plan and $45,169 in respect of presimmlife insurance policies for Mr.
Wyly's benefit.

(12) Includes $43,046 for costs related to Mr. Wy/lyse of a Compangprovided automobile and a $14,626 reimbursemerthfopayment ¢
taxes.

(13) For fiscal 1996, includes a $64,732 reimburseior the payment of taxes and $41,417 in thefof incentive travel; for fiscal 1995,
includes a $73,587 reimbursement for relocatioreasps.

(14) Consists of $1,676 in Company contributionthin Savings Plan and $7,445 in respect of premanre life insurance policy for Mr.
Tolari's benefit.

(15) For fiscal 1997, includes a $44,305 reimbusserfior the payment of taxes, $23,127 for costseedlto Ms. Meier's use of a Company-
provided automobile and an $18,944 reimbursemeanntmical expenses; for fiscal 1996, includes a %34 reimbursement for professional
expenses, a $33,703 reimbursement for the paynii¢grtes and $34,489 in the form of incentive traaeld for fiscal 1995, includes a
$10,871 reimbursement for the payment of taxes$®@j012 in the form of incentive travel.

(16) Consists of $3,100 in Company contributionthi® Savings Plan and $1,845 in respect of premamsslife insurance policy for Ms.
Meier's benefit.

OPTION GRANTSIN FISCAL 1997

The following table provides information relatedaptions to purchase Common Stock granted to thmeddaExecutive Officers during fiscal
1997. The Company has not granted stock apprecigtjbts.

POTENTI AL REALI ZABLE

VALUE AT ASSUMED ANNUAL
RATES OF STOCK PRI CE
APPRECI ATI ON FOR OPTI ON
I NDI VI DUAL GRANTS( 1) TERM 3)

NUVBER OF PERCENTAGE OF

SECURI TI ES TOTAL OPTI ONS EXERCI SE

UNDERLYI NG GRANTED TO PRI CE

OPTIONS EMPLOYEES IN  PER

NANVE GRANTED FI SCAL 1997 SHARE(2) EXPI RATI ON DATE 5% 10%
Sterling Wllianms....... 1, 600, 000 16. 75% $28.25 Cctober 8, 2006 $28, 426, 037 $72, 037, 159
200, 000 2.09 27.25 March 31, 2007 3,427,476 8, 685, 896
SamWly................ 1, 600, 000 16.75 28.25 Cctober 8, 2006 28,426,037 72,037,159
200, 000 2.09 27.25 March 31, 2007 3,427,476 8, 685, 896
Charles J. Wly, Jr..... 800, 000 8. 38 28.25 OCctober 8, 2006 14,213,019 36,018,580
100, 000 1.05 27.25 March 31, 2007 1,713,738 4,342,948
Geno P. Tolari.......... 550, 000 5.76 28.25 Cctober 8, 2006 9,771,450 24,762,773
50, 000 0.52 27.25 March 31, 2007 856, 869 2,171, 474
Jeannette P. Meier...... 400, 000 4.19 28.25 COctober 8, 2006 7,106,509 18, 009, 290
100, 000 1.05 27.25 March 31, 2007 1,713,738 4,342,948

(1) The agreements underlying such options (theit@pAgreements") provide that the options are irdialy exercisable in the case of Mr.
Williams, are exercisable 90 days after the datgraft in the case of Messrs. Sam Wyly and Charl®gyly, Jr., and vest 25% each year on
the anniversary of the grant date in the case oflidiari and Ms. Meier. All such options have a-y@ar term and are transferable by the
option holder.

(2) The Option Agreements provide that the optieereise price may be paid in cash, in shares ofrf@omStock owned by the Named
Executive Officer or in a combination of the foréum

(3) The potential realizable value columns of tiide above illustrate the value that might be realiupon exercise of the options
immediately prior to the expiration of their ternassuming the specified compounded rates of agti@tiof the price of the Common Stock
over the terms of the options. These amounts dtaketinto account provisions of certain optionsviing for termination of the options
following termination of employment or vesting oyeariods of up to four years. The use of the assusfie and 10% returns is established by
the SEC and is not intended by the Company to &stgpossible future appreciation of the price ef@ommon Stock.
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OPTION EXERCISESIN FISCAL 1997 AND FISCAL YEAR-END OPTION VALUES

The following table provides information relatedaptions to purchase Common Stock exercised bit#meed Executive Officers during
fiscal 1997 and the number and value of such optimid at September 30, 1997, the last day ofl fise@7. The Company does not have any
outstanding stock appreciation rights.

NUMBER OF SECURI Tl ES

UNDERLY! NG UNEXERCI SED VALUE COF UNEXERCI SED

SHARES OPTI ONS AT I N- THE- MONEY OPTI ONS AT
ACQUI RED SEPTEMBER 30, 1997 SEPTEMBER 30, 1997(1)

ON VALUE  -c-cmmmcmmmemcmeeeeiie s ememmeccemcmc e amana s

NANVE EXERCI SE REALI ZED EXERCI SABLE UNEXERCI SABLE EXERCI SABLE UNEXERCI SABLE
Sterling L. Wllians.... 0 0 1, 800, 000 0 $13,925,000 $ 0
SamWly................ 0 0 1, 800, 000 0 13, 925, 000 0
Charles J. Wly, Jr..... 0 0 900, 000 0 6, 962, 500 0
Geno P. Tolari.......... 0 0 137, 500 462, 500 1, 048, 438 3,576, 563
Jeannette P. Meier...... 0 0 100, 000 400, 000 762,500 3, 150, 000

(1) The closing price of the Common Stock as regublly the NYSE on September 30, 1997 was $35.87&cdordance with SEC
regulations, value is calculated based on therdiffee between the option exercise price and $35r8dhiplied by the number of shares of
Common Stock underlying the options.

CHANGE-IN-CONTROL AND SEVERANCE AGREEMENTS

The Company has entered into an agreement (a "@hangontrol Agreement") with each of the Named é&neve Officers and certain of its
other officers. Each Change-in-Control Agreement/ates for certain payments and benefits upondhaihation of the employment of such
person with the Company following a Change in Calr(frs defined in such agreement). Each Chang€anirol Agreement covers
termination within a specified number of years iafte date of a Change in Control and requireCiiapany to pay to such officer, if prior
the expiration of such period his or her employnist¢rminated with or without cause by the Compéotlier than upon such officer's death)
or by such officer upon the occurrence of certainstructive termination events, a lump-sum amogogkto a multiple of such officer's
annual salary, bonus and cash incentive compensatéceding such termination and to continue aetianefits for a specified number of
months. In addition, if any payments (including pents under the Change-in-Control Agreement, asgkstption agreement or otherwise)
to such officer are determined to be "excess pataghayments” under the Code, such officer wouldrig&led to receive an additional
payment (net of income taxes) to compensate suenfor any excise tax imposed by the Code omguayments. The specified number of
years, the multiple and the specified number of th@referred to above are five, 500% and 60, ircdse of Mr. Williams; seven, 700% a
84, in the case of each of Messrs. Sam Wyly andl€hd. Wyly, Jr.; and four, 400% and 48, in theecaf each of Mr. Tolari and Ms. Meier.

The Company has also entered into an agreementG#E® Agreement”) with Sterling L. Williams, prowidy for a minimum base salary
(subject to mutually agreeable annual increasegcartain benefits plus such bonuses and otheffilendich the Company and Mr.
Williams may agree upon. Mr. Williams' base saf@nyfiscal 1998 is $650,000, the same as for fid€8l7. Under the terms of the CEO
Agreement, upon the termination of Mr. Williams'@oyment by (i) the Company (with or without cause)ii) Mr. Williams as a result of a
reduction in his compensation or of the naturecops of his authority or duties, the CEO Agreenveilitconvert into a five-year consulting
agreement. In such event, Mr. Williams would betlett to continue receiving compensation and cer&inefits at the levels specified in the
CEO Agreement. Prior to the expiration of its fiyear term, the consulting agreement could be teatathby Mr. Williams at any time and
the Company at Mr. Williams' death. In the eventasiination of Mr. Williams' employment followirgg Change in Control, at Mr. Williarn
option, the terms of his Change-in-Control Agreetmeay govern such termination in lieu of the cosi@n of the CEO Agreement into a
consulting agreement. In the event of a Changeoimi@l following conversion of the CEO Agreemertbia consulting agreement, Mr.
Williams would have the option of terminating thensulting agreement and would be entitled to recailump-sum amount equal to all
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compensation due through the unexpired portiomefive-year consulting agreement. In addition, @O Agreement provides that, in the
event that Mr. Williams' employment with Sterling@merce is terminated (with or without cause) arrdWMilliams is willing and able to
devote his full-time efforts to the Company, then@any will offer to increase his compensation aeddfits paid by the Company to a level
reasonably equivalent to the combined compensatidrbenefits he is entitled to receive from both@mpany and Sterling Commerce
immediately prior to such termination. Mr. Williarhas a similar agreement with Sterling CommercBrifWilliams' employment with the
Company is terminated and he accepts full-time egmént with Sterling Commerce, Mr. Williams' righitscompensation and benefits from
the Company under the CEO Agreement and his rigbbhvert the CEO Agreement into a consulting age¥e would terminate.

The Company has entered into an agreement (a "@s@Agreement”) with each of Mr. Tolari, Ms. Megerd certain of its other officers
(other than Messrs. Sterling L. Williams, Sam Wahd Charles J. Wyly, Jr.), providing for the congd compensation of such officer in the
event that the Company terminates his or her empéoy, with or without cause. Each Severance Agreemires a specified number of
years after the date on which notice of terminaisogiven to him or her by the Company and requinesCompany to continue to pay st
officer, upon his or her termination from employrnby the Company, for a specified number of months salary, bonus and certain ben:
in effect prior to the termination of his or her@oyment. The specified number of years and morgfesred to above are four and 48 for
each of Mr. Tolari and Ms. Meier. In the event deéemination of employment following a Change innBol, at the officer's option, the terms
of his or her Change-in-Control Agreement may gowarch termination in lieu of the terms of his er Beverance Agreement. In addition,
Ms. Meier's Severance Agreement provides thaherevent that her employment with Sterling Commeérderminated (with or without
cause) and she is willing and able to devote Hetifne efforts to the Company, the Company wilfesfto increase her compensation and
benefits paid by the Company to a level reasonatpiyivalent to the combined compensation and bargii is entitled to receive from both
the Company and Sterling Commerce immediately paauch termination. Ms. Meier has a similar agreet with Sterling Commerce. If
her employment with the Company is terminated dredacepts full-time employment with Sterling Comoee her rights to compensation
and benefits from the Company under the Severagceeiment would terminate.

In addition to the above-described agreementsCtmapany has agreed to reimburse each of Mr. Williavir. Tolari and Ms. Meier for
certain legal, financial and other professionalises.

SERP 11

In connection with its acquisition of Informaticeeral Corporation ("Informatics") in 1985, the Gmany retained the Informatics
Supplemental Executive Retirement Plan Il ("SERP As of January 15, 1998, Geno P. Tolari had @edrapproximately 27 years of sen
under SERP II. None of the other Named Executiiic®%k participates in SERP Il. The annual berpitable upon retirement at age 65 or
above under SERP Il is equal to the lesser ofdlewing amounts: (i) 2% of the participant's "firreverage pay," which is equal to the
highest average of the participant's base salaiy/thle participant's bonuses (up to a maximum bamauint not to exceed 50% of the
participant's base salary) over three consecugagsyof service, multiplied by the participant'angeof service and (ii) 50% of the participa
final average pay less the annuity equivalent efgarticipant's account balance under the Ste8uftware, Inc. Subsidiary Retirement Plan
(a former Informatics plan) as of June 30, 198@gphterest) and the annuity equivalent of the meslCompany matching contribution un
the Savings Plan thereafter, plus interest (cavlelit, the "annuity offset”). Benefits paid unddef8P |l are adjusted in the event of disability
or retirement prior to age 65. Benefits are algostdd annually, upward or downward, to the exthat the increase or decrease, if any, in the
Consumer Price Index for the preceding calendar geapared to the Consumer Price Index for the pexteding calendar year exceeds
Amounts paid under SERP Il are taxable as incorB&F5ll is not funded and benefits are paid as bempme due. Benefits under SERP I
are paid in the form of a joint and 50% survivonaity.
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The following table shows the estimated annual fiesngayable upon the retirement at age 65 to drégipants in SERP Il for the indicated
level of three-year average annual compensatiorvandus periods of service. The amounts showhéertable may be subject to the annuity
offset, the amount of which depends on the paphisif the participant and the return on amountd hethe Savings Plan.

YEARS OF SERVI CE

REMUNERATI ON 15 20 25 30 35
500,000..................... $150, 000 $200, 000 $250, 000 $250, 000 $250, 000
600,000..................... 180, 000 240,000 300,000 300,000 300,000
700,000........... 210,000 280,000 350,000 350,000 350,000
800,000................ ... 240,000 320,000 400,000 400,000 400,000

REPORT OF THE EXECUTIVE AND OPTION COMMITTEES ON EXECUTIVE COMPENSATION

Overview and Philosophy. The Company is engageahimdustry in which executives and key employeedtee principal productive assets.
The Company faces an intensely competitive maxkestdich persons. In order to succeed, the Compeligvbs that it must be able to attract
and retain qualified executives. To achieve thigctive, the Company believes that its executiv@gensation policies must include two
essential components:

. a cash compensation arrangement, comprised pailhcof annual base compensation and bonuses loaseperating performance, and

. an equity compensation arrangement, comprisedtipally of stock option awards that provide revgafokr increases in the value of the
Common Stock.

The Board believes that, in the long run, the Camgjsaexecutive compensation policies should attamphsure that its executives and other
key employees are compensated at levels that,ghraicombination of generous cash- and equity-besegbensation components,
effectively preempt competitive offers. The ExeeatCommittee and the Stock Option Committees aaegeld with the responsibility for
carrying out this executive compensation philosoiphyndividual compensation decisions.

During fiscal 1997, the members of the Executiven@uttee had primary responsibility for determiniggecutive cash compensation levels.
The Executive Committee, as part of its review aosideration of executive cash compensation, itmokaccount, among other things, the
following goals:

. providing incentives and rewards to attract atedin highly qualified and productive people,
. motivating employees to high levels of performgnc

. differentiating individual executives' pay basedperformance,

. preempting external competitive offers, and

. ensuring internal equity.

To achieve these goals, the Company's executivgpensation policies integrate annual base compeamsaith cash bonuses based on
operating performance with a particular emphasiattainment of planned objectives, and on individiidiatives and performance.

During fiscal 1997, the members of the Option Cottees had primary responsibility for determiningaasls of stock options as part of
executive compensation. The Option Committeesaasgh their review and consideration of awardstotk options, took into account,
among other things, the same goals as the ExedDtivemittee in awarding cash compensation and thiadal goal of directly aligning the
interests of executives with the interests of tlenPany and its stockholders by ensuring that ekezsihave a direct and continuing stake in
the long-term success of the Company. When grastingk options, the Option Committees evaluateralyar of criteria, including the
recipient's level of cash compensation, years fice with the Company,
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position with the Company, the number of unexerctiggtions held by the recipient and other factdle Option Committees have not
established formulas to assign specific weigh@nty of these factors when making their determimatio

The Option Committees believe that the grant oflstaptions aligns executive and stockholder longitamterests by creating a strong and
direct link between executive compensation andkstolder returns and enables executives to develdpraintain a significant interest in the
long-term growth and profitability of the Company.

Chief Executive Officer's Compensation for Fisc@®1. In fiscal 1997, Sterling L. Williams, the Coamy's Chief Executive Officer, was
compensated in accordance with the CEO Agreemesatitbed above. This agreement provides for an drirase salary and certain benefits
plus such bonuses or other benefits on which thagamy and Mr. Williams agree. Mr. Williams' annbake salary was established at
$650,000 for fiscal 1997. Because there was naptablished formula for determining Mr. Williamsirtus for fiscal 1997, the Executive
Committee exercised its judgment in awarding Mrllifs' fiscal 1997 bonus of $250,000. The Compafigtal 1997 results reflected
record revenue and profit performance. Revenueasad 11% in fiscal 1997 over fiscal 1996, andiegsrper share from continuing
operations increased 4% in fiscal 1997 over fi4&8l6 (before one-time charges and associated teefiterelating primarily to the
Company's acquisition of the software division ekas Instruments Incorporated ("TI Software"), tmd lesser extent, the early termination
of the Company's International Distributor Agreemeith Sterling Commerce). In addition, the ExeeatCommittee took into account Mr.
Williams' key role in the Company's successful asitjan of Tl Software, the Company's largest asiign to date, and the related
reorganization of the Company's operating groupsed on these factors, the Executive Committeeleded that Mr. Williams' outstanding
performance for the Company merited his bonus awdrdWilliams was also granted stock options stél 1997 to purchase 1,800,000
shares of the Company's Common Stock. See "--Ofrants in Fiscal 1997."

Compensation of Other Executive Officers. Compeasaif the Company's other executive officers impased of base salary, annual cash
incentive compensation, long-term incentive compéas in the form of stock options and various b#seEach element has a somewhat
different purpose and all of the determinationshef Executive Committee and Option Committees iggrthe appropriate form and level
executive compensation were ultimately judgmensetan such Committees' ongoing assessment andstartéing of the computer
software and services industry, the Company an€timpany's executive officers. In determining satafor executive officers, the
Executive Committee considers the individual exgrece and performance of the Company's executiveeosf as well as the Company's
operating performance and the attainment of fireragid strategic objectives. In establishing bosw@s®l other incentive compensation
awards for fiscal 1997, the Executive Committee @n@dOption Committees took into considerationgame types of factors (such as
revenue, earnings per share and the acquisitidih $bftware and the related reorganization of teenfany's operating groups) as were
considered with respect to the Chief Executive ¢affi

In addition, the Company had a cash compensatemfpk fiscal 1997 for the presidents of its op@ggroups (the "Group Presidents Plal
which was based on operating profits. All groupspdents were eligible to participate in the Growpsiilents Plan and, pursuant to such Plan,
each received a salary as well as a bonus calduate percentage of the operating profits for editheir respective groups. No group
president was eligible for a bonus, however, untés®r her group met certain minimum operatingipperformance criteria. Insofar as the
Group Presidents Plan did not constitute an empémgragreement, a participant's employment or ppatiion in this Plan could be

terminated by the Company's Chief Operating Offeteatny time.

In August 1993, as part of the Omnibus Budget Reitiation Act of 1993,

Section 162(m) of the Code was enacted, which ges/for an annual $1,000,000 limitation on the d&do that an employer may claim for
compensation of certain executives. Section 162fnt)e Code provides exceptions to the deductimitdition, and it is the intent of the
Executive Committee and the Option Committees tifyufor such exceptions to the extent feasibld anthe best interests of the Company.
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This report is submitted by the members of the Etee Committee and the Option Committees:

1996 STOCK OPTI ON 1996 SPECI AL STOCK
EXECUTI VE COW TTEE COW TTEE OPTI ON COW TTEE
Sam Wiy Sam Wly Robert J. Donachie
Charles J. Wly, Jr. Charles J. Wly, Jr. Donald R MIler, Jr.
Sterling L. WIllians Sterling L. WIllians

EXECUTIVE AND STOCK OPTION COMMITTEE INTERLOCKSAND INSIDER PARTICIPATION

During fiscal 1997, the members of the Executiven@uttee were primarily responsible for determinegcutive compensation, and the
members of the Option Committees made decisioasaetko stock option grants to executive offic&rse following directors, who also are
members of the Executive Committee, 1996 Stockddpfiommittee and/or 1996 Special Stock Option Cdtemi participated in meetings
with respect to executive officer compensation arattSam Wyly, Charles J. Wyly, Jr., Sterling L.IN&ns, Robert J. Donachie and Donald
R. Miller, Jr. Each of Sam Wyly, Charles J. Wyly, dnd Sterling L. Williams is an executive offiagfrthe Company.

Sam Wyly and Charles J. Wyly, Jr. are executiveeefs of both the Company and Michaels Stores aman@mbers of the executive
committees, the stock option committees and thedsoaf directors of the Company, Sterling Commexce Michaels Stores. Sam Wyly and
Charles J. Wyly, Jr. are also members of the cosgt@n committee of the Michaels Stores' Board iné®ors. Sterling L. Williams is an
executive officer and a member of the executivesindk option committees of both the Company ardlify Commerce. Accordingly, Sam
Wyly and Charles J. Wyly, Jr. have participatedétisions related to compensation of executiveef§i of each of the Company, Sterling
Commerce and Michaels Stores and Sterling Williawass participated in decisions related to compemsati executive officers of each of the
Company and Sterling Commerce. Donald R. Miller,ddirector and a member of the 1996 Specialk3fytion Committee of the
Company, is also an officer and a director of Melhebtores. Evan A. Wyly, an executive officer andirector of the Company, is also an
executive officer and a director of Michaels Staaied a director of Sterling Commerce. See "Ceffaamsactions."
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STOCK PERFORMANCE CHART

The following chart compares the yearly percentgnge in the cumulative total stockholder returriiie Common Stock during the five
fiscal years ended September 30, 1997 with the @tive total return on the S&P 500 Index and thePSBomputer Software and Services
Index. The comparison assumes $100 was invest&eptember 30, 1992 in Common Stock and in eadheoforegoing indices and assun
reinvestment of dividends. Dividends include thentffair market value of the special dividend paidtie Company on September 30, 1996,
consisting of 1.5926 shares of common stock oflifgeCommerce for each share of the Company's Camfatock then outstanding.

[PERFORMANCE CHART APPEARS HERE]

Sterling Software, Inc.............. ... ... ........ 100 142 184 270 453 558
SE&P 500 INdeX. .. ..ot 100 113 117 152 183 257
S&P Conputers (Software and Services) Index....... 100 133 158 230 334 549
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CERTAIN TRANSACTIONS

In anticipation of Sterling Commerce's initial pighbffering in March 1996, the Company and Sterl@mmmerce entered into various
agreements (the "Intercompany Agreements"), inolgi@din International Distributor Agreement pursuanwhich the Company acted as the
exclusive distributor of certain Sterling Commepeeducts outside the United States and Canadalniéseompany Agreements are further
described in the Company's Annual Report on ForiK,1@hich accompanies this Proxy Statement. Therivdtional Distributor Agreement
provided for the payment of royalties to Sterlingn@nerce equal to 50% of the revenue that the Coyngarived from licenses of Sterling
Commerce's interchange and communications softpraiducts and related product support servicesstaf1997, the Company paid
aggregate royalties of approximately $21,500,008t&sling Commerce under the International DistdbAgreement. Effective as of June
30, 1997, the Company and Sterling Commerce entete@n agreement terminating the Internationatiiiutor Agreement.
Contemporaneously with such termination, the Comsatd to Sterling Commerce certain of the assetaérly used by the Company in
connection with the distribution of Sterling Commes products outside the United States and Caivadddition, the Company and Sterling
Commerce entered into certain short-term transilianrangements relating to the facilities shaend administrative and other services. In
consideration of the termination of the InternagibDistributor Agreement and the sale of assetsries] above, Sterling Commerce (i) paid
to the Company $5,226,000 on June 30, 1997, (@¥squently paid to the Company $10,076,000, whiaf @gual to the net book value of
the acquired assets, and

(iii) assumed certain liabilities of the Company.

As a result of various transactions between the j@my and Sterling Commerce, including royalties wu8terling Commerce under the
International Distributor Agreement as well as aaxl other expenses charged to Sterling Commercer timel other Intercompany
Agreements, amounts payable to and receivable 8tarling Commerce arise from time to time. At Sagier 30, 1996, amounts due to
Sterling Commerce totaled $35,134,000, which wemitted to Sterling Commerce by the Company dufiswal 1997.

The Company remains the guarantor of certain oféase and other obligations of Sterling Commencearired pursuant to agreements
entered into prior to the spin-off of Sterling Coente. The aggregate amount due over the remaieingstof the agreements guaranteed by
the Company is approximately $33,000,000. Stei@ognmerce is obligated to indemnify the Companyaiuy liabilities incurred by the
Company as guarantor of such obligations, andiBge@ommerce has agreed to use reasonable efigpte®mptly obtain the Company's
release from its obligations under the related gnt@es. The Company did not make any paymentsnegthect to such guaranties during fi
1997.

In connection with Geno P. Tolari's promotion as @ompany's Executive Vice President and Chief &jay Officer and his relocation to
the Company's headquarters in Dallas, Texas, iember 1996, the Company purchased for resale hie o Reston, Virginia for $965,0(
The purchase price was based on independent taitg-gppraisals. Further, during fiscal 1997, MolaFi received unsecured, non-interest
bearing advances from the Company. The largest ahufindebtedness outstanding since the beginofifigcal 1997 was $168,234. As of
January 15, 1998, no advances remained outstanding.

Since the beginning of fiscal 1997, the Companyrhade payments totaling $316,423 to Intelecon Sesvilnc. ("Intelecon™) for providing
audio and visual aids and other related serviceseatiling rates at customer conferences, tradesshuser group meetings and other
corporate meetings. Laurie and David Matthewsdéngghter and son-in-law of Sam Wyly, jointly hofzbaoximately 40% of the outstanding
capital stock of Intelecon. David Matthews is asoofficer and a director of Intelecon.

Pursuant to a consulting arrangement with the Compdichael C. French, a director of the Compaegeived from the Company a non-
refundable retainer of $17,500 per month duringdid 997 for his assistance in significant acquisg and other Company-related matters.
Since January 15, 1996, Mr. French has receive@D®Iper month as an employee of the Company, wdnobunt is deducted from amounts
paid to him as a retainer. Jones, Day, Reavis &uBpog law firm for which Mr. French is currentlcansultant, provides legal
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services to the Company. Such firm does not chifmg€ompany for any time spent by Mr. French on gamy-related matters.

Pursuant to the terms of a merger agreement bettheeBompany and KnowledgeWare, Inc., in DecemB@d the Company entered into a
Consultation Agreement pursuant to which Fran Tistdke received a monthly fee of $25,000 during tiree-year period that expired on
November 30, 1997. In consideration for such fee, Mrkenton served in an advisory capacity toRhesident of the Company. In additic
Mr. Tarkenton received secretarial assistance arallawance of $3,000 per month for office and o#eenses relating to the performance
of his duties under the Consultation Agreementimuthe three-year term, Mr. Tarkenton also rea$#£0,000 per year as an employee of
the Company in order to meet certain obligationslitoTarkenton in effect prior to the Company'saisgion of KnowledgeWare, Inc., whic
amount was deducted from amounts paid to him uth@e€onsultation Agreement. Effective DecemberdB6] the Company subleased
certain office space to two companies affiliatethviilr. Tarkenton. The sublease provides for mongialyments to the Company of $7,018
through December 1998. Mr. Tarkenton served asegtdir of the Company until the expiration of késnh in February 1997.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMRANCE

Section 16(a) of the Securities Exchange Act 04138 amended (the "Exchange Act"), requires thegamy's directors and executive
officers, and persons who own more than 10% ofdbeapany's outstanding Common Stock, to file initegdorts of ownership and reports of
changes in ownership with the SEC and the NYSEh $ecsons are required by SEC regulations to farthis Company with copies of all
Section 16(a) reports they file.

Based solely on its review of such reports recelwethe Company with respect to fiscal 1997, oittemi representations from certain
reporting persons, the Company believes that ptints required to be filed under
Section 16(a) have been filed by such persons.

INDEPENDENT AUDITORS

The Board has selected Ernst & Young LLP as indépenauditors to examine the Company's accountfsfral 1998. Representatives of
Ernst & Young LLP are expected to be present aMbeting, will have the opportunity to make a ste¢at if they desire to do so and will be
available to respond to appropriate questions.

STOCKHOLDER PROPOSALS

Stockholders may submit proposals on matters apiptefor stockholder action at subsequent annwadtings of the Company consistent
with Rule 14a-8 promulgated under the Exchange Pat.such proposals to be considered for inclusidhe Proxy Statement and proxy
relating to the 1999 Annual Meeting of Stockholdersch proposals must be received by the Compargteiothan October 5, 1998. Such
proposals should be directed to Sterling Softwire, Attention: Secretary, at 300 Crescent Cdbwite 1200, Dallas, Texas 75201.

OTHER MATTERS

The Board knows of no matters other than thoseriteestherein that will be presented for consideratit the Meeting. However, should any
other matters properly come before the Meetingngraadjournment thereof, it is the intention of gersons named in the accompanying p
to vote in accordance with their best judgmenhiminhterests of the Company.
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MISCELLANEOUS

All costs incurred in the solicitation of proxiedlivbe borne by the Company. In addition to thaatdtion by mail, officers and employees of
the Company may solicit proxies by mail, telephon@é person, without additional compensation. Tmnpany may also make
arrangements with brokerage houses and other ¢assdominees and fiduciaries for the forwardihgaicitation materials to the benefic
owners of Common Stock held of record by such pexsand the Company may reimburse such brokeraggeb@nd other custodians,
nominees and fiduciaries for their out-of-pockgb@xses incurred in connection therewith. In addjttdeorgeson & Company has been
retained by the Company to assist in the solicitatif proxies and will solicit proxies by mail, éphone or in person and may request
brokerage houses and nominees to forward solicitiatgrial to beneficial owners of Common Stock. thase services, Georgeson &
Company will be paid $10,000, plus expenses.

The Company's Annual Report on Form 10-K with respe the fiscal year ended September 30, 1997 wihcludes the Company's audited
financial statements, accompanies this Proxy Sttém

ADDITIONAL COPIES OF THE COMPANY'S ANNUAL REPORT ORORM 10-K WILL BE FURNISHED AT NO CHARGE TO
EACH PERSON TO WHOM A PROXY STATEMENT IS DELIVEREDPON RECEIPT OF A WRITTEN OR ORAL REQUEST OF
SUCH PERSON ADDRESSED TO STERLING SOFTWARE, INCTTIN: INVESTOR RELATIONS, 300 CRESCENT COURT, SUITE
1200, DALLAS, TEXAS 75201 (TELEPHONE: (214) 981-10)0

By Order of the Board of Directors

Jeannette P. Meier
Secretary

Dallas, Texas
February 2, 1998
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ANNEX |
STERLING SOFTWARE, INC.
EMPLOYEE STOCK PURCHASE PLAN
I. PURPOSE OF THE PLAN

This Employee Stock Purchase Plan is intendeddmote the interests of Sterling Software, Inc. e@dain of its subsidiaries by providing
eligible employees with the opportunity to acqudrproprietary interest in the Company through pgudtion in a payroll-deduction based
employee stock purchase plan designed to qualidguBection 423 of the Code.

Capitalized terms herein shall have the meaningigsd to such terms in the attached Appendix.
II. ADMINISTRATION OF THE PLAN

A. The Plan Administrator shall administer the Pdandl shall have full authority and discretion tteipret and construe any provision of the
Plan and to adopt such rules and regulations fniidtering the Plan as it may deem necessaryi@take any action it may deem necessary
in order to comply with the requirements of Secd@3 of the Code. Decisions of the Plan Adminisiraind the Administrative Committee
described in paragraph B. below shall be final binding on all parties having an interest in therPIThe Plan Administrator shall have full
authority and discretion to retain and engage $hictl party firms (including, without limitation,rbkerage and record keeping firms) as it
shall from time to time deem advisable or apprdpria

B. The Administrative Committee for the Plan shmelie the full authority and discretion to desigr@teporate Affiliates (other than dome:
subsidiaries of the Company) as Participating Cangsafrom time to time and to terminate any sucigtetion; to decide any questions
relating to the administration of the Plan thatr@ferred to the Administrative Committee by tharPAdministrator; and to amend the Plan as
provided in Section X.

[ll. STOCK SUBJECT TO PLAN

A. The stock purchasable under the Plan shall Beestof authorized but unissued Common Stock agestla Common Stock held in the
Company's treasury. The maximum number of shar€vofmon Stock which may be issued over the terthePlan shall not exceed
1,750,000 shares.

B. Should any change be made to the Common Stoc&ason of any stock split, stock dividend, re@jziation, combination of shares,
exchange of shares or other change affecting ttstamling Common Stock as a class without the Cagipaeceipt of consideration,
appropriate adjustments shall be made to (i) th@rmam number and class of securities issuable utdePlan, (ii) the maximum number
and class of securities purchasable per Participaainy one Purchase Date and (iii) the numbeickss of securities and the price per share
in effect under each outstanding purchase rigbtdter to prevent the dilution or enlargement ofdfts thereunder.

IV. PURCHASE PERIODS

Shares of Common Stock shall be offered for purchesler the Plan through a series of successiveh&se Periods until such time as (i) the
maximum number of shares of Common Stock availadslessuance under the Plan shall have been purdhars(ii) the Plan shall have been
sooner terminated.

V. ELIGIBILITY

A. Each individual who is an Eligible Employee ¢ t=Effective Date shall be eligible to participatehe Plan on the first day of any
Purchase Period under the Plan, provided suchithdilremains an Eligible
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Employee on such day. Until the Administrative Coitbee designates one or more foreign subsidiafiissoCompany as a Participating
Company, eligibility to participate in the Plan Bhxe limited to Eligible Employees employed by 8empany or by a U.S. subsidiary of the
Company.

B. Each individual who becomes an Eligible Emplogéer the Effective Date shall be eligible to papate in the Plan on the first day of &
Purchase Period commencing thereafter, provided isutividual remains an Eligible Employee on suely.d

C. To patrticipate in the Plan for a particular Piaise Period, an Eligible Employee must completetiteliment forms prescribed by the Plan
Administrator and file such forms with the Plan Aidistrator (or its designee) before the first daguch Purchase Period. An Eligible
Employee's enrollment in the Plan for a Purchasm&evill remain in effect for all subsequent Puask Periods until modified or terminated
by the Eligible Employee or until he or she no lengualifies as an Eligible Employee.

VI. PAYROLL DEDUCTIONS; ADDITIONAL CONTRIBUTIONS; $IORTFALL CONTRIBUTIONS

A. The payroll deduction authorized by the Partcipfor purposes of acquiring shares of CommonkStocler the Plan may be any whole
multiple of one percent (1%) of the Eligible Compation paid to the Participant during each PurcRased, up to a maximum of twenty-
five percent (25%). The deduction rate so authdridall continue in effect for the entire PurchBseiod. The Participant may not increase
his or her rate of payroll deduction during a PasghPeriod. However, the Participant may, at ang frior to the tenth (10th) Business Day
immediately preceding the Purchase Date for thelrse Period, reduce his or her rate of payrolidigoh to any whole percentage or to
zero, such reduction to become effective prospelgtias soon as administratively feasible aftendjlthe appropriate form with the Plan
Administrator. The Participant may not, howevefeef more than one (1) such reduction per PurcRased. If a Participant reduces his or
her payroll deductions to zero, the Participanévipus payroll deductions for the Purchase Peniticstill be applied to the purchase of
shares of Common Stock on the Purchase Date, uhle$zarticipant elects to terminate his or hecpase rights for the Purchase Period in
accordance with Section VII.E.

B. Payroll deductions shall begin on the first pay of each Purchase Period and shall (unless stemn@inated) continue through the pay
day ending on or immediately prior to the last dayhe Purchase Period. The amounts so collect@tltsi credited to the Participant's
Account under the Plan. Except as otherwise pravidgaragraph D below, Interest shall accrue andrbdited on each pay day in the
Purchase Period on the amount of the Participawtsunt balance that has been credited to thediaatit's Account during the entire pay
period ending on such pay day. No Interest willaeor be credited on any amount that is credieti¢ Participant's Account for any period
that is less than a full pay period. Payroll desucamounts, Additional Contribution amounts aneldited Interest need not be held in any
segregated account or trust fund and may be contedingth the general assets of the Company and fasegbneral corporate purposes.

C. Payroll deductions shall automatically ceasenupe termination of the Participant's purchashktrig accordance with the provisions of
Plan.

D. In addition to payroll deductions, a Participargy make one Additional Contribution to the Plaming each Purchase Period. An
Additional Contribution may be made in cash, byspeal check or in any other form permitted fromeita time by the Plan Administrator.
All Additional Contributions will be credited to ¢hParticipant's Account and will be credited witkerest. Such Interest will accrue and be
credited to the Participant's Account in the sana@mer as Interest is accrued and credited to theipant's Account under paragraph B of
this Section. An Eligible Employee who has not autted payroll deductions, or who has terminategt@adeductions, for a Purchase Pel
may not thereafter make an Additional Contributiothe Plan for such Purchase Period.
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E. A Participant whose net pay after all deductithesefrom on any given pay day is not sufficienfund the payroll deduction authorized by
the Participant for a Purchase Period shall be piato fund any such shortfall by contributing tamount thereof to the Plan in cash, by
personal check or in any other form permitted ftome to time by the Plan Administrator ("Shortf@bntributions”). Shortfall Contributions
must be contributed to the Plan before the terithjlBusiness Day immediately preceding the Pueiixte for the Purchase Period. Inte
will accrue and be credited in respect of ShortEalhtributions in the same manner as for Additidbanhtributions. All references in this Plan
to payroll deductions also shall be deemed to tefand include Shortfall Contributions, except venthe context clearly requires otherwise.

VIl. PURCHASE RIGHTS

A. A Participant shall be granted a separate pwehight on the first day of each Purchase Periadhich he or she participates. The
purchase right shall provide the Participant wité tight to purchase shares of Common Stock oRtinehase Date upon the terms set forth
below. Under no circumstances shall purchase rigétgranted under the Plan to any Eligible Emplaeech individual would, immediate
after the grant, own (within the meaning of Secd@4(d) of the Code) or hold outstanding optionstber rights to purchase, stock
possessing five percent (5%) or more of the taiailtined voting power or value of all classes o€ktof the Company or any Corporate
Affiliate.

B. Each purchase right shall be automatically égecton the Purchase Date, and shares of Commohk §tall accordingly be purchased on
such date on behalf of each Participant partiaiggith the related Purchase Period (other than anycant whose payroll deductions have
previously been refunded in accordance with pa@gEbelow). The purchase shall be effected byyapplthe Participant's Account balance
as of the last day of the Purchase Period (inctuttiterest credited through such day) to the pusetd shares of Common Stock (subject to
the limitation on the maximum number of shares pasable per Participant) at the Purchase Priciantdor that Purchase Period.

C. The number of shares of Common Stock purchasgbéeParticipant on each Purchase Date shalldbaumber of whole shares obtained
by dividing the Participant's Account balance om st day of the Purchase Period by the Purchase iR effect for that Purchase Date.
However, the maximum number of shares of Commonk3tarchasable per Participant on any one Purdbateshall not exceed 3,000
shares.

D. Any portion of the Participant's Account balatigat is not applied to the purchase of sharesoofiion Stock on any Purchase Date
because such portion is not sufficient to purcteas#ole share of Common Stock shall be held foptirehase of Common Stock on the next
Purchase Date, unless the Participant has eleoted participate during the next Purchase Peiiodihich case the Participant's entire
remaining Account balance shall be refunded tdPdicipant as soon as administratively feasibley portion of the Participant's Account
balance that is not applied to the purchase of Com8tock by reason of the limitation on the maximumber of shares purchasable by the
Participant on the Purchase Date shall be refuadesbon as administratively feasible.

E. The following provisions shall govern the teration of outstanding purchase rights:

(i) A Participant may, at any time prior to thettei10th) Business Day immediately preceding theePase Date for the Purchase Period,
terminate his or her outstanding purchase rigtiling the appropriate form with the Plan Admingstior (or its designee), and no further
payroll deductions or Additional Contributions dizg collected from or made by the Participant withpect to such terminated purchase
right. The Participant's entire Account balancefabe effective date of such termination shalf&einded as soon as administratively
feasible.

(il) The termination of such purchase right shallisevocable, and the Participant may not subsgtueejoin the Purchase Period for which
the terminated purchase right was granted. In dalersume participation in any subsequent PurcRased, such individual must re-enroll
in the Plan (by making a timely filing of the prebed enroliment forms) before the first day of tieav Purchase Period.
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(iii) Should the Participant cease to remain agiBle Employee for any reason (including deathaldiity or change in employment status)
while his or her purchase right remains outstandimgn that purchase right shall immediately teaténand the Participant's entire Account
balance shall be refunded as soon as administhafeasible. However, should the Participant cdasemain in active service by reason a
approved unpaid leave of absence, then the Paticghall have the right, exercisable up untiltdrgh (10th) Business Day immediately
preceding the Purchase Date for the Purchase Hariwllich such leave commences, to withdraw hisesrentire Account balance. If a
Participant on such an unpaid leave does not eseethis right, such Participant's Account balamadl $e held for the purchase of shares at
the next Purchase Date. In no event, however, ahglAdditional Contributions or any further payméductions be collected on the
Participant's behalf during any such unpaid leb\gan the return to active service of any Particigaeviously on unpaid leave, his or her
payroll deductions under the Plan shall automdsicasume at the rate in effect at the time theddaegan, unless the Participant elected to
withdraw his or her Account balance for the Pureh@eriod in which the leave commenced.

(iv) Notwithstanding any other provision of the Pk® the contrary, a Participant's purchase riglitts respect to a Purchase Period shall
terminate, and his or her Account balance shatebended as soon as administratively feasiblédndfRarticipant's employment with the
Participating Companies terminates for any reasoardefore the Purchase Date for such PurchasedPer

F. Each outstanding purchase right shall autonibtiba exercised, immediately prior to the date &uoyporate Transaction is consummated,
by applying the Participant's Account balance ®ghrchase of whole shares of Common Stock at@hpse price per share equal to eighty-
five percent (85%) of the lower of (i) the Fair Mat Value per share of Common Stock on the firgtafahe Purchase Period in which such
Corporate Transaction occurs or

(i) the Fair Market Value per share of Common 8twmemediately prior to the date such Corporate $aation is consummated. However,
applicable limitation on the number of shares of@mn Stock purchasable per Participant shall caatto apply to any such purchase. Any
portion of the Participant's Account balance thatat applied to the purchase of shares of Comnimck®ecause such portion is not
sufficient to purchase a whole share of CommonlSsball be refunded to the Participant as soordasrastratively feasible. The Company
shall use reasonable efforts to provide prior ernithotice of the occurrence of any Corporate Traimg and Participants shall, following the
receipt of such notice, have the right to termiria@r outstanding purchase rights prior to the@iffe date of the Corporate Transaction.

G. Should the total number of shares of CommonkSidtch are to be purchased pursuant to outstarlinchase rights on any particular
date exceed the number of shares then availablssiaance under the Plan, the Plan Administratall sieke a pro-rata allocation of the
available shares on a uniform and nondiscriminab@sis, and the Account balance of each Participauihe extent in excess of the aggre:
Purchase Price payable for the Common Stock pemitat such individual, shall be refunded as socadasinistratively feasible.

H. The purchase right shall be exercisable onlthieyParticipant and shall not be assignable osteaable by the Participant.

I. A Participant shall have no stockholder righithwespect to the shares subject to his or hestanding purchase right until the shares are
purchased on the Participant's behalf in accordasittethe provisions of the Plan and the Partictgaas become the owner of the purchased
shares.

VIIl. ACCRUAL LIMITATIONS

A. No Participant shall be entitled to accrue rigtat acquire Common Stock pursuant to any purctigseoutstanding under this Plan if and
to the extent such rights, when aggregated withights to purchase Common Stock accrued undepter purchase right granted under this
Plan and (ii) similar rights accrued under othepkayee stock purchase plans (within the meanin§eaftion 423 of the Code) of the
Company or any Corporate Affiliate, would otherwsarmit such Participant to purchase more than TyvEive Thousand
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Dollars ($25,000) worth of stock of the Company afdny Corporate Affiliate (determined on the kasfi the Fair Market Value of such
stock on the date or dates such rights are grafdeépnch calendar year such rights are at any ¢imi&tanding, subject to the following:

() The right to acquire Common Stock under eadstanding purchase right shall accrue on the Peecbeate in effect for the Purchase
Period for which such right is granted.

(i) No right to acquire Common Stock under anystarnding purchase right shall accrue to the extenParticipant has already accrued ir
same calendar year the right to acquire CommorkStoder one (1) or more other purchase rightsrateaequal to Twenty-Five Thousand
Dollars ($25,000) worth of Common Stock (determioadhe basis of the Fair Market Value per shartherdate or dates of grant) for each
calendar year such rights were at any time outgtgnd

B. If by reason of such accrual limitations, anyghase right of a Participant does not accrue foaréicular Purchase Period, then the
Participant's Account balance with respect to quaichase right shall be refunded as soon as adnaitigly feasible.

C. In the event there is any conflict between ttevisions of this Article and one or more provisasf the Plan or any instrument issued
thereunder, the provisions of this Article shalldoatrolling.

IX. EFFECTIVE DATE AND TERM OF THE PLAN

A. The Plan was adopted by the Board on DecembE9%/ and shall become effective on the EffectiegeDprovided no purchase rights
granted under the Plan shall be exercised, antiam@s of Common Stock shall be issued hereundsk (iithe Plan shall have been
approved by the stockholders of the Company by ritgjeote of the shares represented in personmnpat a meeting of the stockholders of
the Company at which a quorum shall be presen{igrtie Company shall have complied with all applle requirements of the 1933 Act
(including the registration of the shares of Comr&oock issuable under the Plan on a ForBhr8gistration statement filed with the Securi
and Exchange Commission), all applicable listinguieements of any stock exchange on which the Com8tock is listed for trading and alll
other applicable requirements established by laregulation. In the event such stockholder appr/abt obtained, or such compliance is
not effected, within six (6) months after the datewhich the Plan is adopted by the Board, the Btetl terminate and have no further force
or effect and the Participants' Account balancedl sle refunded as soon as administratively feasibl

B. Unless sooner terminated by the Board, the Shafi terminate upon the earliest to occur ofH@ last Business Day in December 2007
the date on which all shares available for issuamcker the Plan shall have been sold to Particspauntsuant to purchase rights exercised
under the Plan or (iii) the date on which all pas rights are exercised in connection with a Qatpdl ransaction. Following such
termination, no further purchase rights shall ented or exercised, and no further payroll dedustimr Additional Contributions shall be
collected, under the Plan.

X.AMENDMENT OF THE PLAN

A. The Plan may be amended from time to time byBbard or any duly authorized committee thereofythe Administrative Committee,
and all purchase rights outstanding at the effeatiate of any such amendment will be subject tb aneendment. In the event any law, or
rule or regulation issued or promulgated by thernmil Revenue Service, the Securities and Exch@ngamission, the National Association
of Securities Dealers, Inc., any stock exchangenwpltich the Common Stock is listed for tradingaay other governmental or quasi-
governmental agency having jurisdiction over thenpany, the Common Stock or the Plan, requires ke ® be amended, or in the event
any of the rules under Section 16 of the 1934 Aeteemended or supplemented (e.g., by additiontefradtive rules), in either event to reqt
or permit the Company to add, remove or lesserrestyictions on or with respect to purchase rigintser the Plan, the Administrative
Committee and the Board each reserves the rigininend the Plan to the extent of any such
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requirement, amendment or supplement, and all psechights then outstanding will be subject to sarlendment.

B. The Plan may be terminated at any time by acifcthe Board; provided, however, that the termorabf the Plan shall not adversely aff
the terms of any outstanding purchase rights.

C. Notwithstanding the foregoing, the Board may, mathout the approval of the Company's stockhadarcrease the number of shares of
Common Stock issuable under the Plan, except textent permitted under Section 111.B.

D. With respect to any Participating Corporationahnemploys Eligible Employees who reside outsifithe United States, and
notwithstanding anything herein to the contrarg, Administrative Committee may in its sole disaetamend the terms of the Plan, or any
purchase right granted under the Plan, in ordeotoply with the requirements of local law, and maiiere appropriate, establish one or n
sub-plans to reflect such amended provisions agiglécto such Eligible Employees.

XI. GENERAL PROVISIONS
A. All costs and expenses incurred in the admiai&in of the Plan shall be paid by the Company.

B. Nothing in the Plan shall confer upon any Pg#int any right to continue in the employ of then@any or any Corporate Affiliate for any
period of specific duration, or interfere with dherwise restrict in any way the rights of the Camyp (or any Corporate Affiliate employing
such person) or of the Participant, which rightslaereby expressly reserved by each, to terminate Rarticipant's employment at any time
for any reason, with or without cause.
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APPENDIX
The following definitions shall be in effect undée Plan:

A. ACCOUNT shall mean the account established kyRtan Administrator to record a Participant's plyteductions, credited Interest and
Additional Contributions (if any) as of any giveatd.

B. ADDITIONAL CONTRIBUTION shall mean a Participastcontribution (other than by payroll deductiofts)a Purchase Period in an
amount that does not exceed $2,000 and which i hefbre the tenth (10th) Business Day immedigietgeding the Purchase Date for the
Purchase Period.

C. ADMINISTRATIVE COMMITTEE shall mean a committe®nsisting of one or more persons appointed bytwrd from time to time to
act as the administrative committee of the Plan.

D. BOARD shall mean the Company's Board of Direztmrthe Executive Committee thereof.

E. BUSINESS DAY shall mean a day on which the NewvkyStock Exchange is open for trading.
F. CODE shall mean the Internal Revenue Code 08,188 amended.

G. COMMON STOCK shall mean the Company's commoaokstear value $0.10 per share.

H. COMPANY shall mean Sterling Software, Inc., ddYeare corporation, and any corporate successalt tw substantially all of the assets
or voting stock of Sterling Software, Inc. whichaditby appropriate action adopt the Plan.

|. CORPORATE AFFILIATE shall mean any parent or sidiary corporation of the Company (as determimeddcordance with Section 424
of the Code), whether now existing or subsequergtgblished.

J. CORPORATE TRANSACTION shall mean either of thkbofwing stockholder- approved transactions to Wwhtee Company is a party:

(i) a merger, consolidation or reorganization & @ompany into or with another corporation or lggaison as a result of which securities
possessing less than fifty percent (50%) of thal mwmbined voting power of the then-outstandintingpsecurities of such corporation or
person immediately after such transaction are imetlde aggregate by the holders of the voting stesirof the Company immediately prior to
such transaction, or

(i) a sale or other transfer of all or substamyiall of the assets of the Company to another @@iion or other legal person as a result of
which securities possessing less than fifty per¢&dio) of the total combined voting power of thertboutstanding voting securities of such
corporation or person immediately after such sakeamsfer are held in the aggregate by the holditise voting securities of the Company
immediately prior to such sale or transfer.

K. EFFECTIVE DATE shall mean February 1, 1998.

L. ELIGIBLE COMPENSATION means the following itene$é remuneration paid to a Participant by one orar®articipating Companies
during each Purchase Period: base salary, ovepaypecommissions and cash incentive compensationpuated before giving effect to the
Participant's salary reduction elections underiSed25 or Section 401(k) of the Code or the Pigiat's deferral elections under any
nonqualified deferred compensation plan of the Camypor any Corporate Affiliate.

M. ELIGIBLE EMPLOYEE shall mean an Employee whamployed by a Participating Company on a basis mwtieh he or she is
regularly expected to render at least twenty (2Qirb of service per week for more
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than five (5) months per calendar year for earnoayssidered wages. Notwithstanding the foregoirggraon who is an independent
contractor performing services for a Participa@@mpany shall not be eligible to participate in Bien.

N. EMPLOYEE shall mean an individual who is a conmfew employee of the Company or any Corporateliafé.

O. FAIR MARKET VALUE per share of Common Stock omyarelevant date shall be the closing selling ppeeshare of Common Stock on
the date in question on the stock exchange detedby the Plan Administrator to be the primary neaifkr the Common Stock, as such p

is officially quoted in the composite tape of tracsons on such exchange. If there is no clositiingeprice for the Common Stock on the
date in question, then the Fair Market Value shalthe closing selling price on the last precediatg for which such quotation exists.

P. INTEREST shall mean an additional amount of cemsption calculated at the annual rate of interesix month Treasury bills as quoted
in The Wall Street Journal published on the lasdiBess Day of the month immediately preceding pgieable Purchase Period during
which such compensation is credited, prorated éviogls of less than one year.

Q. 1933 ACT shall mean the Securities Act of 1383amended.
R. 1934 ACT shall mean the Securities ExchangeofA&934, as amended.
S. PARTICIPANT shall mean any Eligible Employeead®articipating Company who is actively participgtin the Plan.

T. PARTICIPATING COMPANY shall mean the Companyclkaorporate Affiliate that is a direct or indirelimestic subsidiary of the
Company and each other Corporate Affiliate thaughorized from time to time by the Administrat@emmittee to extend the benefits of the
Plan to its Eligible Employees. For purposes offtregoing, the term "subsidiary" has the meangtgarth in

Section 424(f) of the Code.

U. PLAN shall mean the Company's Employee Stocklfage Plan, as set forth in this document.
V. PLAN ADMINISTRATOR shall mean the person or pams appointed by the Board from time to time aspthe administrator of the Ple

W. PURCHASE DATE shall mean the last Business Dfagagh Purchase Period or, with respect to a Catpdrransaction, the date
specified for the purchase in Section VII.F.

X. PURCHASE PERIOD shall mean a period of six (@ntins extending from January 1 to June 30 and fhai;n1 to December 31 of each
year; provided, however, that the first Purchas@Beshall begin on February 1, 1998, and shall@mdune 30, 199i

Y. PURCHASE PRICE shall mean the purchase pricespare at which Common Stock will be purchasecherParticipant's behalf on each
Purchase Date and shall be equal to eighty-fiveque(85%) of the lower of (i) the Fair Market Valper share of Common Stock on the first
day of the Purchase Period in which the Purchase @zurs or (ii) the Fair Market Value per shar€ommon Stock on that Purchase Date.

Z. SERVICE shall mean the performance of servioghé Company or any Corporate Affiliate by a parsothe capacity of an Employee.

AA. SHORTFALL CONTRIBUTIONS shall have the meaniagcribed to such term in
Section VI.E. of the Plan.
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DETACH HERE
STERLING SOFTWARE, INC.
Proxy Solicited on Behalf of the Board of Directéisr Annual Meeting, March 11, 1998

The undersigned hereby appoints Sterling L. Wilkzand Jeannette P. Meier, each with power to abbwi the other and with full power of
substitution and resubstitution, as Proxies toasgnt and to vote, as designated on the revemseatidhares of Common Stock, $.10 par
value, of Sterling Software, Inc. (the "CompanyWreed by the undersigned, at the Annual Meetingto€igolders (the "Meeting") to be he
at The Crescent Club, 200 Crescent Court, 17thrFallas, Texas, on Wednesday, March 11, 1998 neencing at 10:00 a.m., local time,
upon such business as may properly come beforgléleting or any adjournment thereof, including thegtters set forth on the reverse side.

You are encouraged to specify your choice by markire appropriate box (SEE REVERSE SIDE) but yaedrmeot mark any box if you wish
to vote in accordance with the Board of Directoeessommendations. The Proxies cannot vote your sharkess you sign and return this card.

CONTINUED AND TO BE SIGNED ON REVERSE SIDE



(SEE REVERSE SIDE)
STERLING SOFTWARE, INC.
Proxy Solicited on Behalf of the Board of Directéisr Annual Meeting, March 11, 1998
1. The election as Class B directors of the thiainees listed below;

2. The approval of the amendment of the Compangttificate of Incorporation to increase the numiiieshares of Common Stock authori
for issuance from 75,000,000 to 125,000,000 shares;

3. The approval of the Sterling Software, Inc. Eoyple Stock Purchase Plan.
DETACH HERE
[X] Please mark votes as in this example.

This Proxy, when properly executed, will be votedhie manner directed herein by the undersignatkistdder. If no specification is given,
this Proxy will be voted (i) FOR the election oftthaof the nominees for director; (i) FOR the ap@iof the amendment of the Company's
Certificate of Incorporation; (iii) FOR the apprdwd the Sterling Software, Inc. Employee Stockdhase Plan; and (iv) at the discretion of
the proxy holders with regard to any other mattat may properly come before the Meeting or anpaiment thereof.

The Board of Directors unanimously recommends statkholders vote FOR each of the persons listemhbas a nominee to serve asa C
B director of the Company, FOR the approval ofaheendment of the Company's Certificate of Incorfionaand FOR the approval of the
Sterling Software, Inc. Employee Stock Purchase.Pla

1. Election of Class B Directors Nominees: Chadleéd/yly, Jr., Phillip A. Moore and Michael C. Frénc
[] FOR ALL NOMINEES

[JWITHHELD FROM ALL NOMINEES

[]

For all nominees except as noted above

2. Approval of the amendment of the Company's @eate of Incorporation to increase the numberhafres of Common Stock authorized
issuance from 75,000,000 to 125,000,000 shares.

[]FOR

[]AGAINST

[1ABSTAIN

3. Approval of the Sterling Software, Inc. Employ&eck Purchase Plan.
[]FOR

[]AGAINST

[1ABSTAIN

MARK HERE FOR ADDRESS CHANGE AND NOTE AT LEFT []

Please sign name(s) exactly as appearing hereoan8ipning as attorney, executor, administratatber fiduciary, please give your full ti
as such. Joint owners should each sign persotfailycorporation, sign in full corporate name, lherized officer. If a partnership, please
sign in partnership name, by authorized person.

SIGNATURE: DATE:




SIGNATURE: DATE:

End of Filing
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