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INTRODUCTION

The SCO Group, Inc. ("SCO Group") and SCO Operations, Inc. ("Operations") jointly
propose the following plan of reorganization (as amended from time to time, and including all
addenda, exhibits, schedules and other attachments hereto, as any of the same may be amended
from time to time, all of which are incorporated herein by reference, the "Plan"), pursuant to the
provisions of chapter 11 of the Bankptcy Code (defined in Section 1.2 below).

For a discussion of the Debtors' history, business, operations, assets and liabilities and for
a summary and analysis of the Plan, reference should be made to the Disclosure Statement in
Connection with the Debtors' Joint Plan of Reorganization (the "Disclosure Statement'). All
Creditors and Holders of Equity Interests are encouraged to read the Disclosure Statement and
the Plan carefully.

ARTICLE 1
DEFINITIONS, INTERPRETATION AND EXHIBITS

1.1 Scope of Definitions. For purposes of the Plan, except as expressly provided or
unless the context otherwise requires, all capitalized terms not otherwise defined shall have the
meanings assigned to them in this Article 1 of the Plan. Any term used in the Plan that is not
defined herein, but that is used in the Bankptcy Code or the Banptcy Rules (as defined
below), shall have the meaning assigned to that term in the Banptcy Code or the Banptcy
Rules, as the case may be. Whenever the context requires, such terms shall include the plural as
well as the singular number, and reference to any gender shall include the masculine, feminine
and neuter genders.

1.2 Definitions.

"Administrative Expense Claim" means a Claim for costs and expenses of administration
allowed under section 503(b) of the Bankruptcy Code, including, without limitation, any actual
and necessary expenses of preserving the Estates of any of the Debtors, any actual and necessary
expenses of operating the business of either of the Debtors, but exclusive of Professional Fee
Claims.

"Administrative Expense Claim Bar Date" means the date fixed in Section 2.1 (b) of this
Plan as the last date for filing proofs of Administrative Expense Claims.

"Affiliate" means any Person that is an "affiliate" of any of the Debtors within the
meaning of section 101(2) of the Bankptcy Code.

"Allowed" when used with respect to a Claim, means a Claim: (a) which has been listed
on the Schedules of any of the Debtors as other than disputed, contingent or unliquidated and as
to which no proof of Claim or objection has been timely filed; (b) as to which a proof of Claim
has been timely filed and either: (i) no objection thereto has been timely filed or (ii) the Claim
has been allowed (but only to the extent allowed) by a Final Order of the Bankptcy Court;
( c) which has been allowed under the provisions of this Plan; (d) which is a Professional Claim
for which a fee award amount has been approved by Final Order of the Bankptcy Court; or
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( e) which is allowed pursuant to any stipulation of amount and nature of Claim executed by the
applicable Debtor and Holder of the Claim on or after the Effective Date.

"Autozone Litigation" means the case styled The SCO Group, Inc. v. Autozone, Inc.,
pending in the United States District Court for the District of Nevada, Case No. CV-S-04-0237-
RCJ-LRL.

"Available Cash" means: (i) with respect to the payments to Holders of Allowed Claims
to be made on the Effective Date, the amount of Cash determined by the Debtors, in the exercise
of their reasonable business judgment after accounting for the Disputed Claims Reserve, and the
availability under the Debt Financing, to be available for distribution to such Holders of Allowed
Claims under this Plan; and (ii) with respect to each subsequent distribution to any Holder of an
Allowed Claim, the amount of Cash available (including availability under the Debt Financing)
to make payments or distributions pursuant to this Plan at the time of such distribution.

"Avoidance Action" means a Cause of Action which either of the Debtors may assert
under sections 541, 542, 543, 544, 545, 547, 548, 549, 550 or 553 of the Bankptcy Code.

"Ballot" means the ballot, the form of which has been approved by the Bankptcy Court,
accompanying the Disclosure Statement provided to each Holder of an Interest entitled to vote to
accept or reject this Plan.

"Bankruptcy Code" means title 11 of the United States Code, sections 101 et seq., as now
in effect or as hereafter amended.

"Bankruptcy Court" means the United States Bankptcy Court for the Distrct of

Delaware, or such other court having jurisdiction over the Chapter 11 Cases.

"Bankptcy Rules" means the Federal Rules of Bankptcy Procedure, as amended and
the local bankptcy rules for the Bankptcy Court as now in effect or as the same may from

time to time hereafter be amended.

"Bar Date" means the date(s) established by the Bankptcy Court as the last date for
filing proofs of Claim against the Debtors.

"Business Day" means any day that is not a Saturday, a Sunday or "legal holiday" as
such term is defined in Banptcy Rule 9006(a).

"Cash" means cash or cash equivalents, including but not limited to, wire transfers,
checks and other readily marketable direct obligations of the United States of America and
certificates of deposit issued by banks.

"Causes of Action" means, except as provided otherwise in the Plan, the Confirmation
Order or any document, instrument, release or other agreement entered into in connection with
the Plan, all Claims, actions, choses in action, causes of action, suits, debts, dues, sums of
money, accounts, reckonings, bonds, bils, specialties, controversies, variances, trespasses,
damages, judgments, third-pary claims, counterclaims and cross claims (including, but not
limited to, any Avoidance Actions, the IBM Litigation, Novell Litigation, Autozone Litigation
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and the Red Hat Litigation) that are or may be pending on the Effective Date or instituted by the
Debtor(s) after the Effective Date against any Person based on law or equity, including, but not
limited to, under the Bankptcy Code, whether direct, indirect, derivative, or otherwise and
whether asserted or unasserted, known or unkown.

"Chapter 11 Cases" means, collectively, the chapter 11 cases pending for the Debtors in
the Bankptcy Court and jointly administered under case number 07-11337 (KG).

"Claim" has the same meaning ascribed in section 101(5) of the Banruptcy Code.

"Class" means a category of Holders of Claims or Equity Interests as set forth in Aricle 3
of the Plan.

"Confirmation Date" means the date on which the Bankptcy Court enters the
Confirmation Order on its docket.

"Confirmation Hearing" means the hearing before the Bankptcy Court pursuant to
section 1128 of the Bankruptcy Code to consider confirmation of this Plan.

"Confirmation Order" means the order of the Bankptcy Court confirming this Plan
pursuant to section 1129 of the Bankptcy Code, as such order may be amended, modified or
supplemented.

"Creditor" has the same meaning ascribed in section 101(10) of the Banptcy Code and
shall refer to any Holder of a Claim against any Debtor or Holder of any Claim against property
of any Debtor as defined in section 102(2) of the Bankptcy Code.

"Debt Financing" means the five year non-revolving credit line in amounts up to US $95
milion to be made available to the Debtors pursuant to the Loan Agreement included in the
Definitive Agreements (as defined in the MOU).

"Debtors" means, collectively, The SCO Group, Inc. and SCO Operations, Inc.

"Debtors in Possession" means the Debtors in the capacity, and with the status and rights,
conferred by sections 1107 and 1108 of the Bankptcy Code.

"Disallowed," when used with respect to a Claim, means a Claim: (a) which has been
listed on the Schedules of any of the Debtors as disputed, contingent or unliquidated and as to
which no proof of Claim has been timely filed; (b) as to which a proof of Claim has been timely
filed and either: (i) an objection thereto has been timely filed, or (ii) the Claim has been
disallowed (but only to the extent disallowed) by a Final Order of the Bankptcy Court; (c)
with respect to any Claim held by Novell or IBM, when Final Order is entered against Novell or
IBM in the Novell Litigation or the IBM Litigation, as applicable; or (d) which has been
disallowed under the provisions of this Plan.

"Disbursing Agent" means Reorganized Operations, or such other person or entity
designated or retained by the Debtors to make distributions to Holders of Allowed Claims and
maintain the Disputed Claims Reserve under this Plan.
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"Disclosure Statement" means the disclosure statement for the Plan approved by the
Bankptcy Court pursuant to section 1125 of the Bankptcy Code (including all schedules and
exhibits thereto), as such disclosure statement may be amended or modified from time to time.

"Disputed Claim" means any Claim against a Debtor or property of a Debtor to the extent
that the Allowance of such Claim is the subject of an objection, appeal or motion to estimate that
has been timely filed by a party in interest and which objection, appeal or motion has not been
determined by a Final Order. In the event that any part of a Claim is disputed, such Claim in its
entirety shall be deemed to constitute a Disputed Claim for purposes of distribution under this
Plan unless the Debtors and the Holder thereof agree otherwise.

"Disputed Claims Reserve" means a reserve established to receive and hold, in a
segregated account, to be established by the Disbursing Agent, Cash in an amount equal to the
aggregate of amounts thereof or such other amounts as the paries may agree or the Bankptcy
Court may order, that would have been distributed on the Effective Date on account of such
Disputed Claims (excluding, however, all Claims asserted in the Pending Litigation), against the
Debtors or their property (had they been Allowed at that time).

"Effective Date" means the Business Day designated by the Debtors which is at least ten
days after the date on which all of the conditions specified in Section 9.1 of this Plan are first
satisfied or waived.

"Entity" has the meaning ascribed in section 101(15) ofthe Banptcy Code.

"Equity Financing" means the US $5 milion to be paid by SNCP pursuant to the Stock
Purchase Agreement included in the Definitive Agreements (as defined in the MOU) to fud,
among other things, the distributions in respect of the holders of Allowed Claims and Equity
Interests to be made on the Effective Date under Aricle 4 of the Plan.

"Equity Interest" means any ownership interest or stock in SCO Group or Operations
including, without limitation all rights (under outstanding stock option agreements, warrant
agreements, and otherwise) to obtain such an interest or stock in any of the Debtors.

"Estate" means the estate created in the Chapter 11 Cases for each Debtor pursuant to
section 541 of the Bankptcy Code.

"File, Filed or Filing" means file, filed or filing with the Banptcy Court or its
authorized designee in the Chapter 11 Cases.

"Final Order" means an order entered by a court of competent jurisdiction (other than an
interim order that is not appealable) that is not subject to any further appeaL.

"General Unsecured Claim" means a Claim that is not an Administrative Expense, a
Secured Claim, a Lien Claim, a Miscellaneous Secured Claim, a Priority Claim or a
Subordinated Claim.

"Holder" means an Entity holding a Claim or Equity Interest.
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"IBM Litigation" means the case styled The SCO Group, Inc. v. International Business
Machines Corporation, Case No. 2:03CV0294, pending in the United States District Court for
the District of Utah.

"Impaired" means impaired within the definition of section i 124 of the Bankptcy
Code.

"Insider" has the meaning ascribed in section 101 (31) of the Bankruptcy Code.

"Intercompany Claim" means any Claim by a Debtor against another Debtor.

"Lien" has the same meaning ascribed in section 101 (37) of the Bankptcy Code.

"MOU" means that certain Memorandum of Understanding dated Februar 13, 2008 by
and between the Debtors and SNCP, as it may be amended from time to time. A copy of the
MOU is attached as Exhibit A.

"New Common Stock" means Reorganized SCO's authorized and issued common stock
outstanding immediately after the Effective Date, including the shares of common stock to be
issued to the Trust.

"Notice Agent" means Epiq Bankptcy Solution, LLC, or such other firm retained
pursuant to 28 U.S.C. § 156(c) in connection with the Chapter 11 Cases.

"Novell Litigation" means that case styled The SCO Group, Inc. v. Novell, Inc., Case No.
2:04CV00139 pending in the United States District Court for the District of Utah.

"Novell/IBM Litigation" means both the Novell Litigation and the IBM Litigation.

"Old Common Stock" means SCO Group's authorized and issued common stock
outstanding immediately prior to the Effective Date.

"Pending Litigation" means collectively, the Autozone Litigation, the IBM Litigation, the
Novell Litigation, and the Red Hat Litigation, and any other cause of action, counterclaim or
cross claim that is pending against either of the Debtors as of the Effective Date.

"Person" means an individual, corporation, limited parnership, general partnership,
association, limited liability company, estate, trust, joint venture, unincorporated organization,
any governental unit, other entity or group.

"Petition Date" means September 14, 2007, the date on which the Debtors commenced
their Chapter 11 Cases by fiing petitions for relief under chapter 11 of the Bankptcy Code.

"Plan" means this chapter 11 plan, either in its present form or as it may be altered,
amended, or modified from time to time in accordance with the provisions of the Bankptcy
Code and the Bankptcy Rules.
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"Priority Claim" means a Claim to the extent that it is of the kind described in, and
entitled to priority under, sections 507(a)(3), (a)(4), (a)(5), (a)(6), (a)(7), (a)(8) or (a)(9) of the
Bankptcy Code.

"Priority Non-tax Claim" means a Claim to the extent that it is of the kind described in,
and entitled to priority under sections 507(a)(3), (a)(4), (a)(5), (a)(6), (a)(7) or (a)(9) of the
Bankptcy Code, that is not a Priority Tax Claim.

"Priority Tax Claim" means a Claim of a governental unit of the kind specified in
subsection 507(a)(8) of the Bankptcy Code.

"Professional" means any professional employed or to be compensated pursuant to
sections 327, 328, 330, 331, 503(b) or 1103 of the Bankptcy Code.

"Professional Fee Claim Bar Date" means the date fixed in Section 2.2(b) of this Plan as
the last date for fiing proofs of Professional Fee Claims.

"Professional Fee Claim" means a Claim by a Professional for compensation and/or
reimbursement of expenses, to the extent allowed pursuant to Sections 330 or 503 of the

Bankptcy Code.

"Property" means "property of the estate" as set forth in section 541 of the Bankptcy
Code.

"Proponents" means the Debtors as proponents of the Plan.

"Red Hat Litigation" means the action pending in the United States District Court for the
District of Delaware under the case caption, Red Hat, Inc. v. The SCO Group, Inc., Civil No. 03-
772.

"Redemption Price" has the meaning ascribed in Section 5.6 ofthis Plan.

"Remaining Assets" means any and all real and personal property of the applicable
Debtors, including Cash, assets, or other property of the Debtor's Estate of every kind and
character including, without limitation, the Disputed Claims Reserves, and Causes of Action,
including Avoidance Actions that are property of the Debtors.

"Reorganized Debtors" means the Debtors in their post-confirmation status.

"Reorganized Operations" means SCO Operations, Inc. in its post-confirmation status.

"Reorganized SCO" means The SCO Group, Inc. in its post-confirmation status.

"Schedules" means each Debtors' schedules of assets and liabilities filed with the clerk of
the Bankruptcy Court pursuant to Banptcy Rule 1007, as they have been or may be amended
or supplemented from time to time in accordance with Bankptcy Rule 1009.
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"Secured Claim" means a Claim that is secured by a Lien on, or security interest in,
property of any of the Debtors, or that has the benefit of rights of setoff under section 553 of the
Bankptcy Code, but only to the extent of the value of the creditor's interest in the Debtor's
interest in such property, or to the extent of the amount subject to setoff, which value shall be
determined as provided in section 506 of the Bankptcy Code.

"Series A Preferred Stock" means the Series A Preferred Stock of Reorganized SCO,
including the shares to be issued to SNCP pursuant to the Stock Purchase Agreement.

"SNCP" means Stephen Norrs Capital Partners, LLC or a special purpose entity
organized for the purpose of consummating the transactions contemplated by the Stock Purchase
Agreement and the Debt Financing, in which Stephen L. Norrs is a manager or executive
officer, and to which Stephen Norrs Capital Partners, LLC assigns and delegates its rights and
obligations under the MOU and the Stock Purchase Agreement.

"Statutory Fees" means any fees or charges assessed against the Estates of either of the
Debtors under section 1930, chapter 123 of title 28 ofthe United States Code.

"Stockholders' Agreement" means that certain agreement referenced in Section 4.4 ofthe
Plan to be entered into by and among the Trust, Reorganized SCO and the holders of Series A
Preferred Stock.

"Stock Purchase Agreement" means that certain stock purchase agreement entered into or
to be entered into by and among the Debtors and SNCP, the terms and conditions of which shall
govern SNCP's acquisition of Series A Preferred Stock.

"Subordinated Claim" means, in accordance with section 51 O(b) of the Banptcy Code,
any Claim arising from rescission of a purchase or sale of a security of the Debtors, for damages
arising from the purchase or sale of such a security or for reimbursement of contribution allowed
under section 502 of the Bankptcy Code on account of such a Claim or for any fine or penalty.

"Trust" means that The SCO Group Irrevocable Grantor Trust between Reorganized SCO
and the Trustee to be executed on the Effective Date of the Plan.

"Trustee" means the trustee under the Trust, which initially shall be a national bank or
trust company chosen by the Debtors.

"Unimpaired" means any Claim that is not Impaired within the meaning of section 1124
of the Bankptcy Code.

"Voting Deadline" means the date set in an order of the Banptcy Court as the deadline
for the return of Ballots accepting or rejecting the Plan.

1.3 Interpretation. For purposes of the Plan, (a) any reference in the Plan to a

contract, instrument, release, indenture or other agreement or document being in a particular
form or on particular terms and conditions means that such document shall be substantially in
such form or substantially on such terms and conditions; (b) any reference in the Plan to an
existing document or exhibit filed or to be filed means such document or exhibit, as it may have
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been or may be amended, modified or supplemented; ( c) unless otherwise specified, all
references in the Plan to Articles, Sections, Schedules and Exhibits are references to Aricles,
Sections, Schedules and Exhibits of or to the Plan; (d) the words "herein" and "hereto" refer to
the Plan in their entirety rather than to a particular portion of the Plan; ( e) captions and headings
to Aricles and Sections are inserted for convenience of reference only and are not intended to be

a part of or to affect the interpretation of the Plan; and (f) the rules of construction set forth in

section 102 of the Bankptcy Code and in the Bankptcy Rules shall apply.

1.4 Computation of Time. In computing any period of time prescribed or allowed by
the Plan, unless otherwise expressly provided, the provisions of Bankptcy Rule 9006 shall
apply.

ARTICLE 2
PROVISION FOR PAYMENT OF ALLOWED ADMINISTRATIVE EXPENSE

CLAIMS. PRIORITY TAX CLAIMS AND STATUTORY FEES

2.1 Administrative Expense Claims. All Administrative Expense Claims shall be

treated as follows:

(a) Each Holder of an Allowed Administrative Expense Claim shall receive
the full amount thereof, without interest, in Cash (except to the extent that any Holder of an
Allowed Administrative Expense Claim agrees to less favorable treatment thereof) as soon as
practicable after the later of (i) the Effective Date or as soon as practicable thereafter, (ii) the date
that is 11 days after an order of the Bankptcy Court allowing such Administrative Expense
Claim becomes a Final Order, or (iii) as mutually agreed by the Disbursing Agent and the Holder
of such Allowed Administrative Expense Claim.

(b) All applications for payment of Administrative Expense Claims (or any
other means of preserving and obtaining payment of Administrative Expense Claims found to be
effective by the Bankptcy Court) shall be filed no later than the 30th day after the
Confirmation Date (the "Administrative Expense Claim Bar Date"); and if such requests for
payment of Administrative Expense Claims are not so filed, the Holders of such Claims shall be
forever bared and shall not be able to assert such Claims in any manner against the Debtors, the
Disbursing Agent, the assets of the Debtors, or the Reorganized Debtors.

2.2
follows:

Professional Fee Claims. All Professional Fee Claims shall be treated as

(a) Each Holder of an Allowed Professional Fee Claim shall receive the full

amount thereof, without interest, in Cash (except to the extent that any Holder of an Allowed
Professional Fee Claim agrees to less favorable treatment thereof) as soon as practicable after the
later of (i) the Effective Date or as soon as practicable thereafter, (ii) the date that is 11 days after
an order of the Bankptcy Court allowing such Professional Fee Claim becomes a Final Order,

or (iii) as mutually agreed by the Disbursing Agent and the Holder of such Allowed Professional
Fee Claim.

(b) All applications for payment of Professional Fee Claims (or any other
means of preserving and obtaining payment of Professional Fee Claims found to be effective by
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the Bankptcy Court) for services rendered and/or expenses incurred prior to the Confirmation
Date shall be filed no later than the 60th day after the Confirmation Date (the "Professional Fee
Claim Bar Date"); and if such requests for payment of Professional Fee Claims are not so filed,
the Holders of such Claims shall be forever barred and shall not be able to assert such Claims in
any manner against the Debtors or their assets.

( c) All reasonable costs and expenses of the Reorganized Debtors, including,

without limitation, fees and expenses (including, without limitation, attorneys' fees and expenses
through all levels of appeal) for services rendered in connection with the Chapter 11 Cases and
the Plan after the Confirmation Date, including, without limitation, those relating to the
resolution of pending Claims and prosecution of Causes of Action, shall be paid promptly by the
Reorganized Debtors, without the need for Bankptcy Court approval, and may be paid as they
come due.

2.3 Priority Claims. Each Holder of an Allowed Priority Claim shall receive, on

account of such Claim, Cash equal to the amount of such Allowed Priority Claim, without post-
petition interest or penalty, on the later of: (i) the Effective Date or as soon as practicable
thereafter, or (ii) the date that is 11 days after an order of the Bankptcy Court allowing such
Priority Claim becomes a Final Order.

2.4 Statutory Fees. On or before the Effective Date, the Debtors shall payor have
paid in full in Cash all Allowed Statutory Fees payable pursuant to 28 U.S.C. § 1930 and any
fees payable to the Banptcy Court which are due and payable on or before the Effective Date.
All fees payable pursuant to 28 U.S.C. § 1930 after the Effective Date wil be paid by the
Disbursing Agent.

ARTICLE 3
CLASSIFICATION, IMPAIRMENT AND TREATMENT

OF CLAIMS AGAINST AND EQUITY INTERESTS IN DEBTORS

3.1 Classifcation and Treatment. All Claims and Equity Interests, except
Administrative Expense Claims, Priority Claims and Statutory Fees, are placed in Classes as set
forth below. A Claim or Equity Interest is classified in a particular Class only to the extent that
the Claim or Equity Interest qualifies within the description of that Class and is classified in
other Classes to the extent that any remainder of the Claim or Equity Interest qualifies within the
description of such other Classes. A Claim also is classified in a particular Class for the purpose
of receiving distributions pursuant to the Plan only to the extent that such Claim is an Allowed
Claim in that Class, and such Claim has not been disallowed, paid or released prior to the
Effective Date.

Class Type of Claim Treatment V otin2 Ri2hts

1 Priority Claims Unimpaired. Paid in full on the Effective Not entitled to vote
against SCO Date or as soon thereafter as practicable.
Group
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2A

lA Priority Claims

against
Operations

2 Miscellaneous
Secured Claims

against SCO
Group

Miscellaneous
Secured Claims

against
Operations

3 General
Unsecured
Claims against
SCO Group
Other than
Novell and IBM

DOCS_DE: 1 35741.

Unimpaired. Paid in full on the Effective Not entitled to vote
Date or as soon thereafter as practicable.

Unimpaired. On the Effective Date, each Not entitled to vote
Holder of an Allowed Secured Claim shall,
at the election of SCO Group, either:
(a) receive the collateral securing such Claim
in full satisfaction, release and discharge of
such Claim; or (b) (i) retain the Liens
securing such Claim to the extent of its
Allowed Claim, and (ii) receive deferred
Cash payments totaling the Allowed amount
of its Claim as of the Effective Date, or, if
any such Claim becomes Allowed after the
Effective Date, as soon as practicable after
such Claim becomes Allowed; or ( c)
receive such other treatment as the Debtors
and the Holder of such Claim shall agree
upon in writing.

Unimpaired. On the Effective Date, each Not entitled to vote
Holder of an Allowed Secured Claim shall,
at the election of Operations, either

(a) receive the collateral securing such Claim
in full satisfaction, release and discharge of
such Claim; or (b) (i) retain the Liens
securing such Claim to the extent of its
Allowed Claim, and (ii) receive deferred
Cash payments totaling the Allowed amount
of its Claim as of the Effective Date, or, if
any such Claim becomes Allowed after the
Effective Date, as soon as practicable after
such Claim becomes Allowed; or (c) receive
such other treatment as the Debtors and the
Holder of such Claim shall agree upon in
writing.

Unimpaired. On the Effective Date or as Not entitled to vote
soon thereafter as is practicable, the
Disbursing Agent shall disburse to each
Holder of an Allowed Class 3 Claim 100%
of the principal amount of such Allowed
Claim, plus (if applicable) interest at the
contract rate from the Petition Date to the
date of the Confirmation Hearing.
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3A General
Unsecured
Claims against
Operations

4 General
Unsecured
Claims against
SCO Group in
respect of
Pending
Litigation

5 Equity Interests
in SCO Group
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Unimpaired. On the Effective Date or as
soon thereafter as is practicable, the
Disbursing Agent shall disburse to each
Holder of an Allowed Class 3A Claim 100%
of the principal amount of such Allowed
Claim, plus (if applicable) interest at the
contract rate from the Petition Date to the
date of the Confirmation Hearing.

Unimpaired. On the later of the Effective
Date or the dates the claims asserted against
the Debtors II any Pending Litigation
become Allowed Claims, the Disbursing
Agent shall disburse to each holder of an
Allowed Class 4 Claim 100% of the
principal amount of such Allowed Claim,
plus (if applicable) interest at the contract or
judgment rate, whichever is appropriate.

Impaired. On the Effective Date, Equity
Interests in SCO Group shall be cancelled
and extinguished and Reorganized SCO wil
issue to the Trust shares of its New Common
Stock, and options and warrants to purchase
shares of its New Common Stock. On the
Effective Date, Holders of Equity Interests in
SCO Group shall receive a pro-rata
beneficial interest in the Trust based upon
their ownership of SCO Group's outstanding
Old Common Stock and Old Common Stock
equivalents immediately prior to cancellation
of the Equity Interests.

On the Effective Date or as soon after as
practicable, Holders of Equity Interests
consisting of shares of Old Common Stock
(excluding Old Common Stock equivalents)
shall receive an initial distribution from the
Trust of $2 milion, less amounts reserved

for fees and expenses of the Trust, which

amount shall be funded by Reorganized SCO
and shall be distributed by the Trust pro rata
to such Holders based on their beneficial
interests in the Trust.

Further, within one year after the pending

litigation claims II the Novell/IBM

11

Not entitled to vote

Not entitled to vote

Entitled to vote



Litigation are finally resolved (by final
judgment or order, not subject to further
appeal, or settlement), Reorganized SCO wil
redeem all shares of New Common Stock
held by the Trust (including shares of New
Common Stock issued or issuable in respect
of options and warrants to purchase shares of
New Common Stock held by the Trust) for
the Redemption Price. The Trust will
distribute the proceeds of the Redemption
Price to the beneficial owners of the Trust,
pro rata based on their former interests in
the Old Common Stock and Old Common
Stock equivalents.

Further, the Trust shall provide for

liquidating distributions to all beneficiaries

of the Trust if the following events occur

before the New Common Stock held by the
Trust is redeemed under the foregoing

provisions, as follows: (i) if Reorganized

SCO makes an initial public offering of its
securities, the shares of New Common Stock
held by the Trust wil be distributed to the
beneficiaries (in compliance with applicable
securities laws and regulations); (ii) if all or
substantially all of the assets of Reorganized
SCO are sold (or any series of related
transactions results in the sale or other

transfer of all or substantially all of the assets

of Reorganized SCO) or a merger,
reorganization or other transaction in which
holders of a majority of the outstanding

voting control of Reorganized SCO
immediately prior to the transaction do not
own a majority of the outstanding voting

shares of the surviving corporation occurs,

the proceeds of such sale or other transaction
which are payable to the Trust will be
distributed to the beneficiares of the Trust;
and (iii) if Reorganized SCO voluntarily or
involuntarly liquidates, dissolves or winds
up, the proceeds payable to the Trustee in
connection therewith shall be distributed to
the beneficiaries of the Trust. In the event of
a sale, merger or equivalent transaction, the
minimum amount that wil be distributed to
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the Trust will be equal to the Redemption
Price. The final distribution to the Trust
beneficiaries will be allocated between

beneficiaries who are former Holders of Old
Common Stock and those that are former
Holders of Old Common Stock equivalents,
based on the amount of proceeds available
for distribution (expressed as a price per
share of New Common Stock) and the
exercise price of the options and warrants

held by the Trust.

5A Equity Interests Unimpaired. Equity Interests in Operations Not entitled to vote
in Operations shall be retained by Reorganized SCO.

3.2 Separate Classes and Treatment. No Class, member of any Class or Holder of

any Claim against or Equity Interest in the Debtors shall be entitled to or receive Cash or other
property allocated for distribution to any other Class or to a Holder of a Claim, except as
expressly specified in the Plan. The Disbursing Agent shall not disburse any Cash or other
property allocated to a Class, member of any Class or a Holder of a Claim or Equity Interest to
any other Class or member thereof or Holder of a Claim or Equity Interest, except as expressly
specified in the Plan or the Confirmation Order.

3.3 Claims May Be in More Than One Class. A Claim is part of a particular Class
only to the extent that the Claim qualifies within the definition of that Class and such Claim is
part of a different Class to the extent that the remainder of the Claim qualifies within the
description of a different Class.

ARTICLE 4
MEANS OF IMPLEMENTING THE PLAN

4.1 Funding of Plan. SCO Group wil fund the Plan from Available Cash, Debt
Financing, Equity Financing, or a combination thereof. The Debtors anticipate that the Available
Cash, Debt Financing and Equity Financing will be sufficient to pay all Allowed Administrative
Claims, Professional Fee Claims, Statutory Fees, Priority Tax Claims, Priority Non-Tax Claims
and Secured Claims, in full, and Allowed General Unsecured Claims plus (if applicable) interest,
on the Effective Date and thereafter when Claims become Allowed Claims.

4.2 Extinguishment of Existing Common Stock and Common Stock Equivalents of

SCO Group. On the Effective Date, the existing common stock and common stock equivalents
of SCO Group shall be cancelled and extinguished.

4.3 Retention by Reorganized SCO of Stock of Operations. Reorganized SCO shall

continue to own the existing common stock of Operations after Confirmation.
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4.4 Issuance of New Common Stock and New Common Stock Equivalents of SCD

Group. On the Effective Date, the Trust wil receive shares of newly issued New Common
Stock and options and warrants to purchase shares of New Common Stock of Reorganized SCO,
initially representing 49% of Reorganized SCO's fully diluted equity after conversion of the
Series A Preferred Stock, and thereafter representing between 49% and 15% of Reorganized
SCO's fully diluted equity after conversion of the Series A Preferred Stock, the precise
conversion percentage of which shall be determined based upon the conversion rights of the
Series A Preferred Stock as set forth in the Stock Purchase Agreement and the Statement of
Rights and Preferences for the Series A Preferred Stock. On the Effective Date, Holders of
Equity Interests (including options and warrants) in SCO Group will receive a pro-rata
beneficial interest in the Trust. On the Effective Date, the Trust wil enter into a Stockholders'
Agreement with Reorganized SCO and the holders of the Series A Preferred Stock, pursuant to
which, among other things, (i) the Trust wil agree not to sell or transfer any of its shares of New
Common Stock or options or warrants to purchase shares of New Common Stock, except as
provided therein or in the Trust, or the documents governing the options and warrants, and (ii)
the holders of Reorganized SCO's outstanding equity securities wil have rights and obligations
(commonly referred to as "tag along" and "drag along" rights) to participate in a sale of all or
substantially all of Reorganized SCO's outstanding equity securities (or a merger or other
corporate reorganization of SCO that has the same effect as a sale of all or substantially all of its
outstanding equity securities); provided that any such sale or merger or other corporate
reorganization shall yield cash proceeds to the Trust in an amount at least equal to the

Redemption Price. The issuance to the Trust and terms of the options to purchase shares of New
Common Stock wil be governed by a stock option agreement between Reorganized SCO and the
Trust that wil provide, among other things, for (a) an exercise price per share equal to $.02 in
excess of the current market value of the shares of Old Common Stock as of the Effective Date,
as determined by Reorganized SCO's Board of Directors in good faith, (b) an exercise term of
ten years from the Effective Date, and ( c) cashless exercise of the options. The number of shares
of New Common Stock into which the options issued to the Trust on the Effective Date wil be
convertible wil correspond to the number of shares of Old Common Stock issuable upon
exercise of the outstanding options issued prior to the Effective Date. The warrants issued to the
Trust wil be governed by essentially the same terms and conditions as SCO Group's existing

warrants with the warrant holder, and wil cover the same number of shares of New Common
Stock as the number of shares of Old Common Stock which the warrant holder could receive
upon the exercise of its warrants on the Effective Date. Immediately prior to Reorganized SCO's
payment of the Redemption Price (or other event requiring a final distribution to the Trust in
respect of the beneficial interests therein), the Trustee wil cashlessly exercise all of its options
and warrants to purchase shares of New Common Stock, so that such final distribution wil be
made after giving effect thereto.

4.5 Issuance of New Preferred Stock of Reorganized SCD. On the Effective Date,

Reorganized SCO wil issue shares of a newly created Series A Preferred Stock in accordance
with the terms of the Stock Purchase Agreement and the Statement of Rights and Preferences for
the Series A Preferred Stock. The Series A Preferred Stock will be convertible into shares of
New Common Stock of Reorganized SCO at a conversion rate that wil be determined based on
the amount drawn by Reorganized SCO under the Debt Financing to pay and satisfy non-
appealable judgments in the Novell Litigation and/or the IBM Litigation or to settle the
Novell/IBM Litigation in a settlement transaction that requires a net payment to Novell and/or
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IBM (a net payment made to Novell and/or IBM in connection with the resolution of the
Novell/IBM Litigation is called a "Novell/IBM Payment"). If no amounts are drawn under the
Debt Financing to effect a NovellIBM Payment, the Series A Preferred Stock will convert into
51 % of the then outstanding shares of New Common Stock. If the amount drawn under the Debt
Financing to effect a NovellIBM Payment is $30 milion or more, the Series A Preferred Stock
will convert into 85% of the then outstanding shares of New Common Stock. If the amount
drawn under the Debt Financing to effect a NovellIBM Payment is more than $0 but less than
$30 milion, the Series A Preferred Stock wil convert proportionately (e.g., if Reorganized SCO
drew $15 milion under the Debt Financing to effect a NovellIBM Payment, the Series A
Preferred Stock would convert into 68% of the then outstanding shares of New Common Stock).
The conversion rate of the Series A Preferred Stock will not adjust by reason of any draws under
the Debt Financing other than draws to effect a Novell/IBM Payment; without limiting the
generality of the foregoing, the conversion rate ofthe Series A Preferred Stock will not adjust by
reason of draws under the Debt Financing to fund litigation costs or working capital
requirements of Reorganized SCO or to provide letters of credit or other credit support
(including cash payments) in connection with any appeals (including to post bonds to stay
judgments or rulings pending appeal) of judgments or rulings in the Novell/IBM Litigation. The
Series A Preferred Stock has certain preferential rights, privileges and powers, including (i) to
elect a majority of Reorganized SCO's Board of Directors, (ii) to receive cumulative dividends at
the rate of 10% per annum, (iii) liquidation preferences in the event of liquidation, dissolution or
winding up of Reorganized SCO, or the sale of all or substantially all of its assets, or a merger,
reorganization or similar transaction, and (iv) to require Reorganized SCO to redeem the shares
of Series A Preferred Stock after the fifth anniversary of the Effective Date (to the extent the
shares were not previously converted). In addition, the holders of Series A Preferred Stock have
certain anti-dilution protections, preemptive rights, registration rights, and inspection and
information rights.

4.6 Vesting and Non-Vesting of Property of the Estates. Pursuant to section 1141(b)

and (c) of the Bankptcy Code, all of the Property of the Estate of Operations shall vest in the
Reorganized Operations free and clear of all Claims and interests of Creditors, and of Holders of
Equity Interests. Property of the Estate of SCO Group, including Pending Litigation, shall not
vest in Reorganized SCO until Reorganized SCO files a notice of vesting, but in no event later
than the date that all Disputed Claims and, in paricular, any claims held by Novell, IBM, Red
Hat or Autozone, are finally Allowed or Disallowed pursuant to Final Orders. Thereafter, the
Property of the Estate of SCO Group shall vest in Reorganized SCO free and clear of all Claims
and interests of Creditors, and of Holders of Equity Interests.

4.7 Creation and Initial Funding of Grantor Trust. On the Effective Date,
Reorganized SCO shall transfer, assign and convey to the Trust, free and clear of all Liens,
Claims and Equity Interests, shares of newly issued New Common Stock and New Common
Stock equivalents of Reorganized SCO, initially representing 49% of Reorganized SCO's fully
diluted equity after conversion of the Series A Preferred Stock (and subsequently representing
between 49% and 15% of Reorganized SCO's fully diluted equity after conversion of the Series

A Preferred Stock, depending on the conversion rate in effect, as determined in accordance with
the provisions of the Stock Purchase Agreement and the Statement of Rights and Preferences for
the Series A Preferred Stock). The Trust shall be known as "The SCO Group, Inc. Irrevocable
Grantor Trust." To facilitate the implementation of this Plan, the Trustee shall have all of the
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powers, duties and authority set forth in the Trust, and those powers granted by law or conferred
by any other provisions of this Plan. On the Effective Date, Reorganized SCO shall pay $2
milion to the Trust, a portion of which will be used to fund the Trust's initial distribution to
Trust beneficiaries that were former holders of Old Common Stock (but not Old Common Stock
equivalents), after reserving for Trust fees and expenses.

4.8 Appointment of Trustee. On the Effective Date, Reorganized SCO wil execute
the Trust and appoint the Trustee. The Trustee shall be a national bank or trust company selected
by SCO Group.

4.9 Compensation to Trustee. The Trustee shall be compensated as provided in the
Trust or by separate agreement between Reorganized SCO and the Trustee.

4.10 Corporate Action. Upon entry of the Confirmation Order, the transactions
contemplated by this Plan shall be deemed authorized and approved in all respects. On the

Effective Date, the matters provided under the Plan involving the corporate structure of the
Debtors shall be deemed to have occurred and shall be in effect from and after the Effective Date
pursuant to applicable state laws without any requirement of further action by any director or
stockholder of the Debtors. On the Effective Date, the Reorganized Debtors shall be authorized
and directed to take all necessary and appropriate actions to effectuate the transactions
contemplated by the Plan.

4.11 Continued Corporate Existence. Except as otherwise provided in the Plan, the
Debtors wil continue to exist after the Effective Date as separate corporate entities, with all of
the powers of a corporation under applicable law in the jurisdiction in which each paricular
Debtor is incorporated or otherwise formed and pursuant to its certificate of incorporation and
bylaws or other organizational documents in effect before the Effective Date, as such documents
are amended by or pursuant to the Plan or pursuant to any amended certificates of incorporation,
amended bylaws and/or the Statement of Rights and Preferences for the Series A Preferred
Stock. Notwithstanding the foregoing, the Debtors may change their status of incorporation or
formation or alter their corporate structure (either through mergers, consolidations,

restructurings, conversions, dispositions, liquidations, dissolutions, or otherwise) after the
Effective Date as may be determined by the Debtors to be appropriate. In each case in which the
surviving, resulting, or acquiring company in any such transaction is a successor to a Debtor,
such successor company shall perform the obligations of the applicable Debtor under the Plan to
payor otherwise satisfy the Allowed Claims and Allowed Equity Interests against such Debtor.

4.12 Corporate Governance. Upon the occurrence of the Effective Date, Reorganized
SCO's Board of Directors will consist of seven members, four of whom wil be elected by the
holders of the Series A Preferred Stock. The remaining three directors (one of whom wil be the
Chief Executive Officer and one of whom will be an outside executive with suitable industry
experience who is designated by a majority of the Board) wil be elected by the holders of the
Reorganized SCO's common stock and Series A Preferred Stock, voting together as a single
group. Initially, the Trustee of the Trust, as the sole holder of all of the shares of New Common
Stock issued by Reorganized SCO, wil have the right to vote all of the shares of New Common
Stock of Reorganized SCO. The Series A Preferred Stock will hold at least 51% of Reorganized
SCO's voting power, and so wil be able to elect all ofthe members of the Board of Directors.
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Upon the occurrence of the Effective Date, Darl McBride, SCO Group's incumbent Chief
Executive Officer, wil not serve as Reorganized SCO's CEO and a new CEO will be named by
the Board of Reorganized SCO on the Effective Date.

On the Effective Date, the Reorganized SCO's certificate of incorporation wil be
amended (including, without limitation, by a Statement of Rights and Preferences of Series A
Preferred Stock) to the extent necessary to implement the Plan, including to authorize the
Series A Preferred Stock, to create the rights, powers, and preferences pertaining to it and to
preclude certain actions of the Company without the vote or consent of the holders of at least 66-
2/3% ofthe issued and outstanding shares of Series A Preferred Stock.

Reorganized SCO shall have full control and authority over the Property of the Estate of
SCO Group (which shall continue in existence following the Effective Date for some period of
time pursuant to Section 4.6 of the Plan), without the need for Bankruptcy Court approval

pursuant to Section 363 or 330 of the Bankruptcy Code, or any other provision of court or United
States trustee control or oversight during a chapter 11 case, including but not limited to policy
making, day-to-day operations, financing, transactional, corporate governance, and any and all
other corporate activity, and all corporate activity. Notwithstanding the foregoing, and despite
that Reorganized Operations may no longer be subject to paying Statutory Fees, such Statutory
Fees owed by SCO Group shall be paid by the Estate of SCO Group or by the Reorganized SCO
(the payor to be decided by Reorganized SCO), until such time as such Statutory Fees are no
longer lawfully owed.

4.13 SEe Reporting. Following the effectiveness of the Plan, Reorganized SCO will
not be a public company and wil not be subject to the reporting requirements of the Securities
Exchange Act of 1934, as amended. Reorganized SCO's securities will not trade on any
securities exchange or be quoted on any interdealer quotation system or on the "pink sheets."
Accordingly, there wil be no market for Reorganized SCO's securities immediately following
the Effective Date.

ARTICLE 5
PROVISIONS GOVERNING DISTRIBUTION

5.1 Distributions. Any payment or distribution pursuant to this Plan, to the extent
posted in the United States Mail, shall be deemed made when deposited by the Disbursing
Agent, or an agent authorized by the Disbursing Agent, into the United States MaiL. Payments of
Cash shall be made by check drawn on a domestic bank or by wire transfer from a domestic
ban.

5.2 Delivery of Distributions. Distributions and deliveries to Holders of Allowed

Claims shall be made at the addresses set forth on the proofs of Claim or proofs filed by such
Holders (or at the last known addresses of such Holders if no proof of Claim is filed; or if the
Debtors or the applicable Disbursing Agent have been notified of a change of address, at the
address set forth in such notice).

5.3 Unclaimed Property. If any distribution remains unclaimed for a period of 90
days after it has been delivered (or attempted to be delivered) in accordance with the Plan to the
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Holder entitled thereto, such unclaimed property shall be forfeited by such Holder, whereupon
all right, title and interest in and to the unclaimed property shall be held in reserve by the
Disbursing Agent to be distributed to other Creditors in accordance with this Plan. The
Disbursing Agent shall not be required to attempt to make further distribution to the Holders of
such unclaimed property. Distributions unclaimed for a period of 90 days after they have been
delivered (or attempted to be delivered) in accordance with the Plan to the Holders entitled
thereto that: (i) are intended to be final distributions; and (ii) do not exceed $10,000 in the
aggregate, shall, as soon thereafter as practicable, be donated to an organization selected by the
Reorganized Debtors and officially recognized by the Internal Revenue Service as a charitable
organization, a contribution to which would be deductible for federal income tax purposes.

5.4 Manner of Payment. At the option of the Disbursing Agent, any Cash payment
to be made to any Person pursuant to the Plan may be made by a check or wire transfer or as
otherwise required or provided in applicable agreements.

5.5 Timing of Distributions to Creditors Holding Allowed Claims. Distributions to
Creditors holding Allowed Claims shall be made on the later of the Effective Date or the date the
Claim becomes Allowed in accordance with the provisions of Aricles 2 through 6 of the Plan.

5.6 Timing of Distributions to Holders of Equity Interests in SCO Group. On the

Effective Date or as soon thereafter as practicable, Holders of Equity Interests (excluding Old
Common Stock equivalents) wil receive a pro rata portion of an initial distribution from the
Trust of approximately $1.5 milion, which amount, together with amounts reserved for fees and
expenses of the Trust (in the aggregate amount of $2 milion) will be funded by Reorganized
SCO to the Trust. Within one year after the claims in the NovellIBM Litigation are finally
resolved (by final judgment or order, not subject to further appeal, or settlement), Reorganized
SCO wil redeem all shares of New Common Stock held by the Trust in an amount (the
"Redemption Price") equal to the sum of (a) a percentage of any net recovery that Reorganized
SCO realizes from the final resolution of the NovellIBM Litigation (net of any recovery on or
settlement of counterclaims and cross claims against Reorganized SCO, including a Novell/IBM
Payment, if any, and net of all taxes, and Ongoing Legal Fees and Costs (as defined in the MOU)
incurred by SCO or Reorganized SCO in connection therewith), such percentage to var between
15% and 49% depending on the conversion rate of the Series A Preferred Stock, and subject to
the anti-dilution protections benefitting the Series A Preferred Stock, and (b) the product
obtained by multiplying (i) the earnings of SCO and Reorganized SCO (excluding any earings
arising from a Novell/IBM Litigation recovery) before interest, taxes, depreciation and
amortization, over the four full fiscal quarters immediately preceding the resolution of the
NovellIBM Litigation, by (ii) the product of four times the percentage (between 15% (as may be
reduced by the anti-dilution adjustment rights of the Series A Preferred) and 49%) determined
under (a) above. The Trust shall also provide for liquidating distributions to all beneficiares of
the Trust if any of the following events occur before Reorganized SCO's redemption of the New
Common Stock held by the Trust, as follows: (i) if Reorganized SCO makes an initial public
offering of its securities, the shares of New Common Stock held by the Trust shall be distributed
to the beneficiaries (in compliance with applicable securities laws and regulations); (ii) if all or
substantially all of the assets of Reorganized SCO are sold (or any series of related transactions
results in the sale or other transfer of all or substantially all of 

the assets of Reorganized SCO) or
a merger, reorganization or other transaction in which holders of a majority of the outstanding
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voting control of Reorganized SCO immediately prior to the transaction do not own a majority of
the outstanding voting shares of the surviving corporation occurs, the proceeds of such sale or
other transaction which are payable to the Trust will be distributed to the beneficiaries of the
Trust; and (iii) if Reorganized SCO voluntarily or involuntarily liquidates, dissolves or winds up,
the proceeds payable to the Trustee in connection therewith will be distributed to the
beneficiaries of the Trust.

5.7 Fractional Cents. When any payment of a fraction of a cent would otherwise be
called for, the actual payment shall reflect a rounding of such fraction to the nearest whole cent
(rounding down in the case of $.50 or less and rounding up in the case of more than $.50).

ARTICLE 6
PROCEDURES FOR RESOLVING AND

TREATING DISPUTED AND CONTINGENT CLAIMS

6.1 Objections to Claims and Interests. An Objection to the allowance of a Claim or

Interest shall be in writing and shall be filed with the Bankruptcy Court by the Debtors or
Reorganized Debtors at any time before the entry of final decrees, unless another date is
established by the Bankptcy Court or the Plan, as amended. The Reorganized Debtors shall
have the right to request that the Bankptcy Court extend such dates. The objecting party shall
serve a copy of each such Objection upon the Holder of the Claim or Interest to which it pertains.
The Debtors or the Reorganized Debtors, as the case may be, will prosecute each Objection to a
Claim or Interest until determined by a Final Order unless the Debtors or the Reorganized
Debtors (i) compromise and sette an Objection to a Claim or Interest by written stipulation,
subject to Bankptcy Court approval, if necessary, or (ii) withdraws an Objection to a Claim or
Interest. The failure by the Debtors or the Reorganized Debtors to object to any Claim or
Interest for voting purposes shall not be deemed a waiver of the rights to object to, or re-
examine, any such Claim or Interest, as applicable, in whole or in part.

6.2 No Distribution Pending Allowance. Notwithstanding any other provision of the
Plan, no payment or distribution shall be made with respect to any Disputed Claim unless and
until such Disputed Claim becomes an Allowed Claim.

6.3 Disputed Claims Reserve for Claims Other than Under Pending Litigation. In

determining the amount of distributions to be made under the Plan to Holders of Allowed
Claims, the appropriate distributions required by the Plan shall be made according to estimates
and subject to the provisions of the Plan. To protect the interests of Holders of Disputed Claims,
the Disbursing Agent shall establish a Disputed Claims Reserve for each Disputed Claim. The
Disbursing Agent shall fund the Disputed Claims Reserve with Cash in an amount that represents
the Cash that would otherwise be disbursed to the Holders of each Disputed Claim if such Claim
was Allowed in the amount set forth on the Holder's proof of Claim or as estimated by the
Bankptcy Court.

6.4 Distribution After Allowance on Claims Other than in Respect of Pending

Litigation. As soon as practicable after a Disputed Claim becomes an Allowed Claim, the
Holder of such Allowed Claim shall receive from the Disputed Claims Reserve a distribution in
an amount equal to the distribution that such Holder would have received had such Disputed
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Claim been an Allowed Claim on the Effective Date. Distributions to each Holder of a Disputed
Claim, to the extent that such Claim becomes an Allowed Claim, shall be made, plus (if
applicable) interest, in accordance with the Class of Claims to which such Claim belongs.

6.5 Retention of Availability on Credit Line to Pay Allowed Claims in Respect of

Pending Litigation. Until the later of the entry of a final judgment or settlement of the Pending
Litigation, Reorganized SCO shall retain sufficient availability on its credit line under the Debt
Financing to satisfy the Claims asserted in respect of the Pending Litigation, up to the maximum
amount of the Debt Financing.

6.6 Distribution if Claims in Respect of Pending Litigation are Allowed. If the

Claims asserted in respect of the Pending Litigation become Allowed, Reorganized SCO shall, as
soon as practicable, make a distribution to the Holder of such Allowed Claim, as applicable, in
an amount equal to the distribution such Holder would have received on the Effective Date had
such Claim been an Allowed Claim, plus (if applicable) interest.

6.7 Disallowance of Claims. Under section 502(d) of the Bankptcy Code, any

Claim asserted by a Creditor shall be disallowed in its entirety if such Creditor has received a
transfer that is voidable under the Bankptcy Code and has failed to surrender such transfer. If
and when the Claims asserted in respect of the Pending Litigation become Disallowed,
Reorganized SCO shall be able to use the remaining availability on its credit line in accordance
with the terms of the Debt Financing.

ARTICLE 7
AMENDMENTS TO CLAIMS AND ADMINISTRATIVE EXPENSE

CLAIMS AFTER APPLICABLE BAR DATES

7.1 Amendments to Claims and Administrative Expense Claims. Unless otherwise
provided in a Final Order: (a) after the Bar Date, a Claim on account of which a Proof of Claim
is not timely filed in accordance with the Plan, the Bankptcy Code, the Bankptcy Rules or an
Order of the Bankptcy Court, may not be filed or amended without the authorization of the
Bankptcy Court and, even with such Bankptcy Court authorization, may be amended by the
Holder of such Claim solely to decrease, but not to increase, the face amount or priority; and (b)
after the Administrative Expense Claim Bar Date, a Claim on account of which a request for
payment of Administrative Expense Claim is not timely filed, may not be filed or amended
without the authorization of the Bankptcy Court and, even with such Bankptcy Court
authorization, may be amended by the Holder of such Claim solely to decrease, but not to
increase, the face amount or priority.

7.2 Claims Filed After Bar Dates. Any new or amended Claim filed after the Bar
Date or the Administrative Expense Claims Bar Date ( as applicable) shall be deemed Disallowed
in full and expunged without any action by the Debtors or Reorganized Debtors, unless the

Holder of such Claim has obtained prior Bankptcy Court authorization for the Filing. The
Holder of a Claim which is Disallowed shall not receive any distribution on account of such
Claim.
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ARTICLE 8
EXECUTORY CONTRACTS AND UNEXPIRED LEASES

8.1 General Treatment: Assumed if not Previously Rejected. All executory

contracts and unexpired leases, except for those executory contracts and unexpired leases that are
(a) the subject of prior orders of the Bankptcy Court approving their assumption or rejection;
or (b) the subject of a motion pending as of the Confirmation Date, are assumed as of the
Confirmation Date, but subject to the occurrence of the Effective Date.

8.2 Bar to Cure Amounts. If the assumption of an executory contract or an
unexpired lease by the Debtors requires an amount to "cure" any default existing as of the
Confirmation Date (the "Cure Amount"), a request for payment of such Cure Amount shall be
forever barred and shall not be enforceable against the Debtors or any of them or their properties
or agents, successors, or assigns, unless an application for allowance of such Cure Amount is
filed with the Bankptcy Court and served upon the Debtors by the earlier of: (a) 30 days after
notice of the Confirmation Date or (b) such other deadline as the Court has or may set for
requesting payment of such Cure Amount.

ARTICLE 9
CONDITIONS PRECEDENT TO EFFECTIVENESS OF PLAN

9.1 Conditions to Effectiveness of Plan. The Effective Date of the Plan shall not

occur unless and until the following conditions shall have been satisfied or waived by the
Debtors, as determined in their sole discretion: (a) 10 days shall have passed from the
Confirmation Date; (b) the Banruptcy Court shall have entered the Confirmation Order in form
and substance acceptable to the Debtors; (c) all documents, instruments and agreements provided
for under this Plan or necessary to implement this Plan (including, without limitation, the loan
documents contemplated by the Debt Financing, the Stockholders' Agreement, the instrument
creating the Trust, and the stock option agreement and warrant agreement relating to the new
options and warrants being issued to the Trust) shall have been executed and delivered by the
paries thereto, unless such execution or delivery has been waived by the paries benefited
thereby, in form and substance satisfactory to the Debtors; (d) there is sufficient Available Cash
of the Debtors to pay all Allowed Administrative Claims, Allowed Professional Claims and

Allowed Priority Tax Claims; and ( e) no order of a court restraining the Debtors from
consummating the Plan shall have been entered and shall remain in effect. In addition, the MOU
and the Stock Purchase Agreement contain conditions precedent to SNCP's obligation to close
its acquisition of the Series A Preferred Stock, and circumstances which permit the parties to
terminate their respective obligations under the MOU, the Stock Purchase Agreement and Debt
Financing (in which case the Plan wil not be consummated and the Effective Date wil not
occur).

9.2 Notice of Confirmation of the Plan. Notice of entry of the Confirmation Order

shall be provided by the Debtors as required by Bankptcy Rule 3020(c)(2).

9.3 Notice of Effective Date of the Plan. Notice of the Effective Date shall be

provided by the Debtors in the same maner provided with respect to notice of entry of the
Confirmation Order.
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ARTICLE 10
LIMITATION OF LIABILITY. RELEASES AND INJUNCTION

10.1 Exculpation and Limitation of Liability. Except as otherwise provided in this
Plan or the Confirmation Order, on the Effective Date, the Debtors and their respective officers,
directors, members, employees, representatives, counsel, financial advisors or other agents, and
their respective successors and assigns (the "Released Parties"), shall be deemed released by
each of them against the other, and by all Holders of Claims or Equity Interests, of and from any
Claims, obligations, rights, causes of action and liabilities for any act or omission in connection
with, in preparation for, or arising out of, the Chapter 11 Cases, including, without limiting the
generality of the foregoing, all sales of assets of 

the Debtors' Estates, the negotiation of the terms
of the Plan, the Disclosure Statement, the pursuit of approval of the Disclosure Statement, the

pursuit of confirmation of the Plan, the consummation of the Plan or the administration of the
Plan or the Property to be distributed under the Plan, except for acts or omissions which

constitute bad faith, wilful misconduct or gross negligence, and all such Persons, in all respects,
shall be entitled to rely upon the advice of counsel with respect to their duties and responsibilities
under the Plan and under the Bankruptcy Code.

10.2 Injunction. As of the Confirmation Date, except as otherwise provided in the

Plan or the Confirmation Order, all Persons that have held, currently hold or may hold a Claim,
Equity Interest or other debt or liability that is treated pursuant to the terms of the Plan are
enjoined from taking any of the following actions on account of any such Claims, Equity

Interests, debts or liabilities, other than actions brought to enforce any rights or obligations under
the Plan, against the Debtors, the Debtors' Estates, the Trustee, the Trust or Property of the
Estates: (i) commencing or continuing in any maner any action or other proceeding; (ii)
enforcing, attaching, collecting or recovering in any maner any judgment, award, decree or
order; (iii) creating, perfecting or enforcing any lien or encumbrance; (iv) asserting a setoff or
right of recoupment of any kind against any debt, liability or obligation; and (v) commencing or
continuing, in any manner or in any place, any action that does not comply with or is inconsistent
with the provisions of the Plan or the Confirmation Order. This injunction shall remain in full
force and effect until final distributions to Creditors are made under this Plan.

ARTICLE 11
RETENTION OF JURISDICTION

11.1 Retention of Jurisdiction. Notwithstanding entry of the Confirmation Order or

the Effective Date having occurred, the Chapter 11 Cases having been closed, or Final Decrees
having been entered, the Bankptcy Court shall have jurisdiction of matters arising out of, and
related to the Cases and the Plan under, and for the purposes of, sections 1 05( a), 1127, 1142, and
1144 of the Bankptcy Code and for, among other things, the following purposes:

(a) allow, disallow, determine, liquidate, classify, or establish the priority, or

status of any Claim, including the resolution of any request for payment of any
Administrative Claim, and the resolution of any and all objections to the allowance or
priority of Claims;
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(b) to estimate any Claim, including, without limitation, at any time during
litigation concerning any objection to any Claim, including, without limitation, during
the pendency of any appeal relating to any such objection;

( c) grant or deny any applications for allowance of compensation or
reimbursement of expenses authorized, pursuant to the Bankptcy Code, order of the
Bankrptcy Court, or the Plan, for periods ending on or before the Effective Date;

(d) resolve any proceedings, mattes or disputes regarding the compensation
and reimbursement of expenses of any Person or Entity acting pursuant to this Plan,
including (without limitation) compensation and reimbursement of expenses for the
Disbursing Agent(s), and Professionals.

( e) resolve any matters related to the assumption, assumption and assignent,
or rejection of any executory contract or unexpired lease to which Debtors are paries, or
with respect to which Debtors may be liable, and to hear, determine and, if necessary,
liquidate, any Claims arsing therefrom;

(f) ensure that Distributions to Holders of Allowed Claims and Equity
Interests are accomplished pursuant to the provisions of the Plan;

(g) decide or resolve any motions, adversary proceedings, contested or
litigated matters and any other proceedings and matters, and grant or deny any
applications involving the Debtors, the Reorganized Debtors, U.S. Trustee, or their
affiliates, directors, officers, employees, agents, members, Professionals that may be
pending on or after the Effective Date;

(h) enter such orders, as may be necessary or appropriate to implement or
consummate the provisions of the Plan, and all contracts, instruments, waivers, releases,
indentures and other agreements or documents created, in connection with the Plan or
described in the Disclosure Statement;

(i) resolve any cases, controversies, suits or disputes that may arise in
connection with the Consummation, interpretation or enforcement of the Plan, or any
Person's or Entity's obligations incurred, in connection with the Plan, including, among
other things, any avoidance or subordination actions under sections 510, 544, 545, 547,
548,549,550,551, 553(b) and/or 724(a) of the Bankptcy Code;

G) issue injunctions, enter and implement other orders, or take such other
actions as may be necessary or appropriate to restrain interference by any Person or
Entity with Consummation or enforcement of the Plan, except as otherwise provided
herein;

(k) resolve any cases, controversies, suits or disputes with respect to the
exculpations, releases, injunction and other Plan provisions, and enter such orders as may
be necessary or appropriate to implement such exculpations, releases, injunction and
other provisions;
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(1) enter and implement such orders as are necessary or appropriate if the
Confirmation Order is for any reason modified, stayed, reversed, revoked or vacated in
whole or in part;

(m) determine any other matters that may arise in connection with, or relate to,
the Plan, the Disclosure Statement, the Confirmation Order or any contract, instrument,
waiver, release, indenture, or other agreement or document created, in connection with
the Plan or the Disclosure Statement;

(n) enter an order and/or final decree concluding the Chapter 11 Cases;

(0) to protect the Property of the Estates from adverse Claims or interference
inconsistent with the Plan, including to hear actions to quiet or otherwise clear title to
such property based upon the terms and provisions of the Plan, or to determine a
Debtors' exclusive ownership of Claims and Causes of Action retained under the Plan;

(p) to hear and determine matters pertaining to abandonment of Property of
the Estates;

(q) to consider any modifications of the Plan, to interpret, clarify, remedy
and/or cure any defect, error, mistake, ambiguity and/or omission, or reconcile any
inconsistency in the Plan or any order of the Banptcy Court, including, without
limitation, the Confirmation Order;

(r) to interpret and enforce any orders previously entered in the Chapter 11
Cases to the extent such orders are not superseded or inconsistent with the Plan or the
Confirmation Order;

(s)
located;

to recover all Assets of Debtors and property of the Estates, wherever

(t) to hear and determine matters concerning state, local, and federal taxes, in

accordance with sections 345, 505, and 1146 of the Banptcy Code.

(u) to consider and act on the compromise and settlement of any litigation,
Claim against or Causes of Action on behalf of the Estates;

(v) to interpret and enforce the Confirmation Order; and

Code.
(w) to hear and act on any other matter not inconsistent with the Bankptcy

11.2 Abstention and Other Courts. If the Bankptcy Court abstains from exercising,
or declines to exercise, jurisdiction or is otherwise without jurisdiction over any matter arising
out of or relating to the Chapter 11 Cases, this section of the Plan shall have no effect upon and
shall not control, prohibit, or limit the exercise of jurisdiction by any other court having
competent jurisdiction with respect to such matter.

DOCS_DE: 13574 l. 24



ARTICLE 12
MISCELLANEOUS PROVISIONS

12.1 Severability. Should the Bankptcy Court determine that any provision of the
Plan is unenforceable either on its face or as applied to any Claim or Equity Interest or
transaction, the Proponents may modify the Plan in accordance with sections 12.9 or 12.10 of the
Plan, as applicable, so that such provision shall not be applicable to the Holder of any Claim or
Equity Interest.

12.2 Setoffs and Recoupments. Either of the Debtors may, but shall not be required
to, set off against or recoup from any Claim and the payments or other distributions to be made
pursuant to this Plan in respect of such Claim, Claims of any nature whatsoever that the Debtors
or anyone of them may have against the Holder of such Claim, but neither the failure to do so
nor the allowance of any Claim hereunder shall constitute a waiver or release by the Debtors or
anyone of them of any such Claim that the Debtors or anyone of them may have against such
Holder.

12.3 Binding Effect. Upon the entry of the Confirmation Order, all provisions of the
Plan shall be binding upon, and shall inure to the benefit of, the Debtors, the Disbursing Agent,
the Holders of Claims and Equity Interests, and such Persons' respective successors and assigns.

12.4 Governing Law. Unless a rule of law or procedure supplied by federal law
(including the Bankptcy Code and Bankptcy Rules) is applicable, or a specific choice of law
provision is provided, the laws of the State of Delaware shall govern the construction and

implementation of the Plan and any agreements, documents, and instruments executed in

connection with the Plan, without regard to conflicts of law.

12.5 Timing of Distributions. Any payment or distribution required to be made
hereunder on a day other than a Business Day shall be due and payable on the next succeeding
Business Day.

12.6 Payment of Statutory Fees and Compliance with Reporting Requirements. All
fees payable pursuant to section 1930 of title 28 of the United States Code, as determined by the
Bankptcy Court at the Confirmation Hearing, shall be paid on the Effective Date. All fees
payable subsequent to the Effective Date under section 1930(a)(6) oftitle 28 of the United States
Code shall be paid by the Disbursing Agent. All post-confirmation reporting requirements shall
also be complied with, including the reporting of disbursement activity.
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12.7 Tax Liability. The Debtors and the Disbursing Agent are authorized to request an
expedited determination under section 505(b) of the Bankptcy Code of the tax liability of any
Debtor for all taxable periods ending after the Petition Date through, and including, the Effective
Date.

12.8 Revocation or Withdrawal of Plan.

(a) The Proponents reserve the right, to revoke or withdraw the Plan prior to
the Effective Date. Ifthe Plan is revoked or withdrawn, then the result shall be the same as if the
Confirmation Order was not entered and the Effective Date did not occur as to the affected
Debtor(s). The Confirmation Order shall be null and void and of no effect if the Plan is
terminated after the Confirmation Date but before the Effective Date.

(b) If the Plan is revoked or withdrawn prior to the Confirmation Date,
nothing contained herein shall be deemed to constitute a waiver or release of any Claims by or
against such Debtor(s) or any other Person or to prejudice in any manner the rights of such entity
or any Person in any further proceedings involving such entity or Person.

12.9 Nonmaterial Modifcations. The Proponents may, with the approval of the
Bankptcy Court and without notice to Holders of Claims and Equity Interests, correct any
nonmaterial defect, omission, or inconsistency in the Plan in such manner and to such extent as
may be necessary or desirable.

12.10 Material Modifcations. Modifications of this Plan may be proposed in writing
by the Proponents, at any time before Confirmation, provided that this Plan, as modified, meets
the requirements of sections 1122 and 1123 of the Bankptcy Code, and the Debtors have
complied with section 1125 of the Bankptcy Code. This Plan may be modified at any time
after Confirmation and before any distributions are made pursuant to the Plan, provided that the
Plan, as modified, meets the requirements of sections 1122 and 1123 of the Bankruptcy Code
and the Bankptcy Court, after notice and a hearing, confirms the Plan, as modified, under
section 1129 of the Bankruptcy Code and the circumstances warrant such modification.

12.11 Notices. Any notice required or permitted to be provided under the Plan shall be
in writing and served by either: (a) certified mail, return receipt requested, postage prepaid, (b)
hand delivery or ( c) prepaid overnight delivery service and addressed as follows:

Ifto Debtors:

Berger Singerman, P.A.

350 E. Las alas Boulevard, Suite 1000
Fort Lauderdale, Florida 33301
Attention: Arthur J. Spector, Esq.

Grace E. Robson, Esq.
and
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Pachulski Stang Ziehl & Jones LLP
919 Market Street, 1 ih Floor
P.O. Box 8705
Wilmington, DE 19899-8705
Attention: Laura Davis Jones, Esq.

James O'Neil, Esq.

Rachel Lowy Werkheiser, Esq.

12.12 Successors and Assigns. The rights, benefits and obligations of any Person
named or referred to in the Plan shall be binding on, and shall inure to the benefit of, the heirs,
executors, administrators, successors and/or assigns of such Person.

(Balance of Page Intentionally Left Blank)
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MEMORANDUM OF UNDERSTANDING ("MOU")

Stephen Norrs Capital Parers, LLC, a Delaware limite liabilty company ("SNCP").

The SCO Group, Inc., and its diect or indirect subsidiares, both prior to and afer
emerging from banptcy (collectively, "SCO," "Debtot' or the "Companv." and after
the effective date of the Proposed Plan of Reorganzation someties "Reorganized SCO"
or ''Reorl!anized Debtor," and together with SNCP, the "Paries").

SNCP proposes to fiance a plan of reorgantion (the "Proposed Plan of

Reorganization") of SCO to be fied in its Chapter 11 bankptcy case presently pending
in the United States Banptcy Cour for the Distrct of Delaware, In Re: The sea
Group, Inc., Cae No. 07-11337 (KG) (the "Banptcv Case''), al on the term
provided for in this Memoradum of Understandig ("MOU") and the defitive
agreements and documents contemplated hereby (the "Definitive Documents").

Under the Proposed Plan of Reorganization, SCO wil emerge from the Banptcy Case
and attempt to implement the business plan described in a private placement

memorandum to be prepared by SCO, a copy of which shal be provided to SNCP. To
fud the Proposed Plan of Reor.ganiztion and fmance the business of SCO after it
emerges from the Banptcy Case, SNCP wil provide up to US$l00 millon of
fmancing. In consideration of the US$l00 milion of financing to be provided as
described below, SNCP requires that the Reorganizd Debtor issue the following
securties:

US$5 millon for the purchase of a new class of Preferred Stock (the "Series
A Preferred") to be issued by SCO which shal have the liquidation, voting
and distrbution preferences described hereafter. At its option, the holder of
the Series A Preferred wil be able to convert the Series A Preferred

into between 51 % and 85% of the then-outstading shares of common stock
of SCO, as described in the next bullet.

SCO expects to prevail in the matter of Th sea Group, Inc. v. Novell, Inc.,
pending in the United States Distrct Cour for the Distrct of Uta, Civil No.

2:04 CV-00139, and the related pending litigation, The sea Group, Inc. v.
International Business Machines, pending in the United States Distrct Cour
for the Distrct of Uta, Case No. 2:03CV0294DAK (the "NovelllM
Litigation"), so that the fmal award in the NovelIIM Litigation wil be
made in favor of SCO. However, if an award were entered against SCO in
the NovellM Litigation or other pending litigation matters, including
proceedings involvig Red Hat (the "Litil!ation Clais"), SNCP anticipates
that the damages awarded against SCO could rage from US$O to more than
US$30 millon, and would be paid by draw under the Debt Financing.
Should the amount drawn under the Debt Financing solely to effect payment
(a "NovelIIM Payment") of a fial, non-appeaable judgment in the
NovelIIM Litigation (or to settle the NovelllM Litigation in a settlement
transaction that requies a net payment to NovellM) be $0, then the Series
A Preferred shal convert into 51 % of the then-outstading common stock of
SCO, on a fuly diluted basis. Should the amount drawn under the Debt

Financing to effect a NovelllM Payment be $30 miion or more, then the
Series A Preferred shall convert into 85% of the then-outstanding common
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stock of SCO, on a fully diluted basis. Should the amount drwn under the
Debt Financing to effect a Novel1M Payment be between $0 and $30
millon, then the Series A Preferred shall convert into a percentage of the
then-outstading common stock of SCO proportonally. For the avoidace of
doubt, the conversion percentage of the Series A Prferred shal not adjust

by reason of any draws under the Debt Financing other than draws to effect a
NovelllM Payment, and without litig the generality of the foregoing,
the conversion percentage of the Series A Preferred shall not adjust by
reason of draws under the Debt Financing to fund litigation costs or working
capita requiements of SCO or the provision of lettrs of credt or other
credit support (includig cash paymnts) in connection with appeag (and
posting bonds to stay judgments or rugs pending appel) a Distrct Cour
or other judgment in the NovelllM Litigation that is subject to fuer
appeal. The Preferred Stock financing describe in ths and the precedng
bullet points and in more detal below is someties hereinafter referred to as
the ''Euity Financing."

US$95 millon under the term of a five year non-revolving credit line. The
credt line shal be secured by al of the assets of SCO, includig al of its
present and futue litigation clai. The term wil be as set forth hereafter.
The credit facilty describe in ths bulet point and in more detail below is

sometimes herein referred to as the "Debt Financing."

Upon the effective date of the Proposed Plan of Reorganization, SNCP wil pay
$5,000,000 to the Reorganze Debtor in consideration of the issuance of the Series A
Preferred. The Reorganize Debtor wil reta all of the pendig litigation clai,

including the potential liabilty in respect of the Litigation Claims or recoveries under the
Pending Litigation.

Also upon the effective date of the Proposed Plan of Reorganition, the existing
common stock and common stock equivalents of the Debtor shal be extiguished, and in
exchage therefor the then-curent equity holders (and holders of common stock
equivalents, including stock options) of SCO shal receive a pro-rata interest in a grantor
trst (the 'vrrust"). The Trust shal be the holder of shares of new common stock (and
new common stock equivalents) of SCO ("New Common Stock"), representing between
49% and 15% of SCO's fuly diluted equity after conversion of the Series A Preferred,
the precise conversion percentage of which shall be detenned based upon the
conversion rights of the Series A Preferred as described herein. Interests in the Trust
shall not be transferable, and the Reorganized Debtor wil no longer be a public company
and shall not be subject to the reportng requiements of the Securties Exchange Act of
1934, as amended.

Also upon the effective date of the Plan of Reorganization, the Trust wil enter into a
Shareholders' Agreement with the Company and the holders of the Series A Prferred
which shal provide, among other thngs, that; (i) the Trust wil not sell or transfer its
New Common Stock, except to the Company and on the term provided for in ths MOU
and the Definitive Agreements, and (ii) the Trust, Company and the holders of Series A
Preferred shall have "tag along, drag along" rights and obligations to paricipate in a sale
of al or substatially all of the Company's outstanding equity securties (or a merger or
other corporate reorganation relating to the Company that has the same effect as such a
sale of all or substatially all of the Company's outstadig equity securties). Any such
sale transaction shall provide the Trust with imediately avaiable funds at least equal to
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the Redemption Prce.

Also upon the effective date of the Proposed Plan of Reorgantion, the existig CEO of
the Company, Dad McBnde, wil resign imedately. The newly reorganed company
wil have seven members on its Board of Directors, four of which wil be nam by the
holders of the Senes A Preferred.

Also upon the effective date of the Proposed Plan of Reorgantion, SCO wil contiue
to pursue aggressively the Company's clai in the NovellM Litigation and other

pending litigation, includig The sea Group, Inc. v. Autozone, Inc., pending in the
United States Distrct Cour for the Distrct of Nevada, Case No. CV-S-0437-RCJ-
LRL (the "Autozone Litigation").

Stephen Norrs Capita Parers, ILC shall have the nght to assign and delegate its
nghts and obligations hereunder to a special purose entity created for the purse of
engaging in this trsaction and in which Stephen L. Norrs is a maager or executive
offcer.

SNCP has a financing commtment suffcient to provide the Equity Financing and the
Debt Financing. SNCP wil provide the Debtor with a copy of a firm financing
commtment suffcient to provide the Equity Financing and the Debt Financing at leat
five (5) business days pnor to the commencement of the Banptcy Cour hearg on
the approval of the Disclosure Statement relating to the Proposed Plan of Reorganzation.

Upon the effective date of the Proposed Plan of Reorganization, the then-curent equity
(and common stock equivalents) of SCO shal be extiguished and the equity holders of
SCO shall receive a pro-rata interest in the Trust based upon their percentage ownership
of the Company's then outstandig Common Stock and common stock equivalents. The
beneficial interests in the Trust to be issued to the Company's equity holders shall
represent a pro rata interest in the outstanding New Common Stock held by the Trust,
which wil correspond to the percentage interests of the Company's equity holders (and
common stock equivalent holders) at the time of the organization of the Trust Interests
in the Trust shall be non-transferable, except pursuant to the laws of descent and

distrbution. The trstee of the Trust shall be a national bank or trt company selected
by SCO. The Trust wil receive $2 millon at the effective date of the Plan (from the
proceeds of the Senes A Preferred), which wil be distrbuted to Trust beneficiaes (in

respect of the holdings of New Common Stock and excluding common stock
equivalents) afer reserving for reasonable Trust expenses. Withn one year after th
pending litigation claims in the NovellJM Litigation are finally resolved (by final
judgment or order, not subject to fuer appeal, or settlement), the Reorganiz Debtor
wil mae a final payment to redeem all New Common Stock held by the Trust in an
amount (the "Redemption Prce") equal to the sum of (a) a percentage of any net
recovery the Reorganzed Debtor realzes from the final resolution of the NovellJM
Litigation (net of any recovery on or settlement of counterclaims and cross clai

agaist the Debtor, including a NovelllM Payment, if any, and net of all taxes, and
Ongoing Legal Fees and Costs incured by the Debtor or the Reorgan SCO in
connection therewith), such percentage to var between 15% and 49% dependig on the
conversion percentage of the Senes A Preferred, and subject to the anti-dilution nghts of
the holders of the Senes A Prferred, and (b) the product obtained by. multiplyig (i) the
earings of the Debtor (and the Reorganiz SCO) (excludig any eargs arsing from
a NovelllM Litigation recovery) before interest, taes, depreciation and amortation
(over the four full fiscal quaers imediately preceding the resolution of the
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NovelIIM Litigation), by (ii) the product of four ties the percentage (btween 15%
(as may be reduced by the anti-dution rights of the holders of the Series A Prferred)
and 49%) determed under (a), above.

The Trut agreement shall provide for liquidatig distrbutions if the following events
occur before the New Common Stock held by the Trust ar redeeme under the
foregoing provisions, as follows: (i) if the Company makes an intial public offerig of
its securties, the shars of New Common Stock held by the Trust shal be distrbute to
the beneficiares (in compliance with applicable securties laws and regulations); (ii) if
all or substatially all of the assets of the Company (or any series of related transactions
resulting in the sale or other trsfer of all or substantiy all of the assets of the

Company) are sold or a merger, reorganzation or other transaction in which holders of a
majority of the outstadig votig control of the Company immediately prior to the

transaction do not own a majority of the outstading voting shares of the survig
corporation occurs, the proceeds of such sale or other tranaction which are payable to
the Trust shall be distrbute to the beneficiares; and (ii) if the Company voluntay or
involuntaly liquidates, dissolves or wids up, the proceeds payable to the trstee in
connection therewith shall be distrbuted to the beneficiares.

Series A Preferred Stock ("Series A Preferred").

The closing (and effective date of the Proposed Plan of Reorganzation) shall occur
withn twenty (20) days after the entr of a final order (not stayed pending appeal)

config the Proposed Plan of Reorganzation.

The Purchase Prce for the Series A Preferred sha be US$5,OO,OOO to be paid on the
Closing Date. The Puchase Prce wil be payable by cash or wire trsfer.

The Series A Preferred shall convert into New Common Stock of sca, the amount of
which wil be deterned based on the amount drawn under the Debt Financing to effect

a Novell/M Payment following the final resolution of the NovelIIM Litigation.
Should the amount drawn under the Debt Financing solely to effect a NovelYIM
Payment be $0, then the Series A Preferred shal convert into 51 % of the then-
outstanding common stock of sca, on a fully diluted basis. Should the amount drwn
under the Debt Financing to effect a NovelIIM Payment be $30 millon or more, then
the Series A Preferred shal convert into 85% of the then-outstadig common stock of
sca, on a fully diluted basis. Should the amount drawn under the Debt Finacing to
effect a NovelIIM Payment be between $0 and $30 milion, then the Series A Preferred
shal convert into a percentage of the then-outstanding common stock of sca
proportionaly. For the avoidance of doubt, the conversion percentage of the Series A
Preferred shal not adjust by reason of any draws under th Debt Financing other than
draws to effect a NovelllM Paymnt, and without limtig the generality of the
foregoing, the conversion percentage of the Series A Preferred shall oot adjust by reason
of draws under the Debt Financing to fud litigation costs or workig capita
requirements of sca or the provision of letters of credit or other credit support
(including cash payments) in connection with appealg (and postig bonds to stay
judgments or rulings pending appeal) a Distrct Cour or other judgment in the

NovelIM Litigation that is subject to fuer appe. The conversion percentage of

the Series A Preferred shal not exceed 85% of the fuy converted New Common Stock
irespective of whether (or the extent to which) any additional equity securties may be
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issued in payment-in-kid of dividends accrug on the outstading Series A Prferred
(i.e., if holders of Series A Preferred receive New Common Stock as paid-in-kid
dividends on the Series A Preferred, then their conversion provisions sha contemplate
that afer givig effect to the conversion, such holders will not own (including both the

New Common Stock issued upon conversion and by paid-in-kid dividends, combined)
more than 85% of the fuy converted New Common Stock).

Use of

Proceeds
The proceeds shal be used to fud the Propose Plan of Reorgan~tion.

Dividends The holders of Series A Preferr shal be entitled to reeive cumulative dividends at the
rate of 10% per annum which shall be payable as and when declared by the Company's
Board of Directors and out of retained eangs. Dividends may be payable in cash or in
shares of the Company's New Common Stock (valued by the Company's Board of
Directors in good faith) at the option of the Company. In the event of an initial public
offerig, accroed but unpaid dividends shall be payable in cash or New Common Stock
at the option of the Company.

Liquidation
Preference

In the event of a volunta or involunta liquidation, dissolution or winding up of the
Company, the fuds available for distrbution shal be paid out as follows:

(1) the holders of Series A Preferred shal be entitled to receive, prior and in
preference to the holders of the Company's New Common Stock, an amount equa to the
result obtaned by dividig $5 millon by the number of shaes of New Common Stock
into which the Series A Preferred is convertble based on the conversion formula

described in the section entitled "Conversion Rights" above (the "Original Series A
Price"), multiplied by 3; and thereaftr,

(2) any remanig assets shal be paid out on a pro rata basis to the Trost and
the other holders of New Common Stock and shae equivalents and Series A Preferred
(on an as-converted basis).

In the event of a sale of all or substatialy all of the assets of the Company (or any series
of related transactions resultig in the sale or other transfer of all or substatially all of

the assets of the Company) or a merger, reorganization or other transaction in which
holders of a majority of the outstandig votig control of the Company imediately
prior to the transaction do not own a majority of the outstadig voting shares of the
suriving corpration, the fuds available for distrbution shal be paid out as follows:

(1) the holders of Series A Preferred shall be entitled to receive, prior and in
preference to the holders of the New Common Stock, an amount equal to three tis the
Original Series A Prce (as adjusted for recapitaations, stock splits, stock dividends,
and the lie), plus accroed and unpaid dividends; and thereaer,

(2) any remaing asets shall be paid out on a pro rata basis to the Trost and
the other holders of New Common Stock and share equivalents and Series A Preferred
(on an as-converted basis).

Votig Rights The holder of each share of Series A Preferred shall have the right to a number of votes
equal to the number of shares of New Common Stock issuable on conversion of the
Series A Preferred. In addition, the holders of the Series A Preferred shall be entitled to
vote as a single class to elect four members of the Company's Board of Directors (as set
forth below). Except as provided herein or as requied by law, the holders of Series A94833-17 5
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Preferred and New Common Stock shal all vote together as a single class and voting
group on al matters.

The Company may not, without the affirtive vote or wrttn consent of the holders of
not less than 66 213% of the issued and outstanding shaes of Series A Preferred:

(1) authorize or issue any securties with any rights that are senior to or on party with
Series A Preferred;

(2) declare or pay dividends or mae any distrbutions on any of the Company's
equity securties (other than the distrbution of $2 mion at the effective date of the
Proposed Plan of Reorgantion);

(3) sell or otherwise tranfer al or substantially all of its assets, tagible or intagible,
grnt any exclusive rights or license to all or substatialy al of the Company's products
or intagible assets, or merge or consolidate into or with any other entity in a transaction

or series of related trsactions;

(4) purchase, redeem, or otherwise acquie any of the Company's outstadig equity
securties (includig warants, stock options and other rights to acquie equity securties),
other than redemption of the New Common Stock of the Trust as contemplated by ths
MOU and repurhases pursuant to stock restrction agreements approved by a majority of
the Board of Directors that grant to the Company a right of repurchae upon tennation
of the servce or employment of a consultant, director or employee;

(5) mae any changes in the rights, preferences, or privileges of the Series A
Preferred;

(6) amend or repeal or add any provision to the Company's Certificate of
Incorporation or Bylaws, if such action would adversely affect the preferences, rights,
privileges, or powers of, or restrctions provided for the benefit of, the Series A
Preferred;

(7) tae certain other actions materially affectig the Series A Preferred;

(8) change the size or election procedure of the Board of Directors; or

(9) authorize any changes in material accountig methods, policies or practices of the
Company or change the Company's auditors.

The shares of Series A Preferred ar convertible at the option of the holder, and at any
tie and from time to tim, into shares of New Common Stock. The conversion rate of

the Series A Preferred wil initially be at the rate corrsponding to the convertibilty of
al Series A Preferred into 51% of the fully diluted common stock of th~ Reorgan
Debtor, and wil be subject to anti-dilution adjustment as described below, as well as
adjustments for re-capitaiztions, stock splits, stock dividends, and the lie. The
conversion percentage shall be subject to adjustment based upon the amount(s) drawn on
the Debt Financing to effect a NovellM Payment followig the final resolution of the
NovelllM Litigation, as described in the section entitled "Conversion Rights," above.

Each shae of Series A Preferred shall automatically convert into the number of shares of
New Common Stock determned by dividing (i) the sum of the Original Series A Prce
plus all accrued and unpaid dividends by (ü) the then-applicable conversion rate, on the
ealier to occur of (a) th wrtten consent of holders of at least 66 213% of the

outstading Series A Preferred, and (b) a fiy commttd underwtten initial public
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offerig of Common Stock with total proceeds to the Company of at least $40 miion (a
"Oualified Offerig").

The conversion pnce of the Senes A Preferred shall be subject to adjustment on a
proportonate basis, reflectig one-thd (113) of the dilution effected from an issuance of
New Common Stock to fud workig capita reqements of the Company. The
remaining two-thds (21) dilution from such issuances of New Common Stock shal
proportonately effect the holders of New Common Stock held by the Trust and any other
holders. The purose of tls adjustment is to provide limted pnce protetion to SNCP in
the event that the Company issues additional shaes of its capital stock at a pnce below
the Senes A Preferred purchase pnce to fud workig capital reqUiements of the
Company. Ths protection shal be subject to customa exceptions.

If the Senes A Preferred has not ben converted to New Common Stock pnor to the 5th
anversa of the closing (the "Initial Redemption Date"), then the holders of the
outstadig shares of Senes A Preferred shall have the option, exercisable at any tie
after such aniversar, to requie the Company to redeem the Senes A Preferred in two

equal and yearly instalents beginng on the anversar of the Closing Date afr such
option is exercised. If a holder elects to requie the Company to redeem its Series A
Preferred, it must provide the Company with wntten notice at least 90 days in advance of
the Intial Redemption Date. The redemption amount shal be paid from retaed

eangs and shall be equal to the Original Series A Prce, plus any accrued but unpaid
dividends plus an additional amount that would result in an additional 12% anual rate of
retur compounded anually from the Closing Date. In any simultaneous redemption of
the Series A Preferrd and any other class or series of stock, the Series A Preferred shal
have preference.

Each holder of the Series A Preferred shall have a nght of paricipation to purchase such
holder's pro rata share of any offenng of new secunties of the Company, subject to

customa exceptions.

1. Demand Rights: Holders of at least 30% of the shares of Senes A Preferred (or New
Common Stock issuable on conversion thereof) may demad registrtion by the
Company of their shares of New Common Stock and the Company will use its best
effort to cause such shaes to be registered. The Company wil not be obligate to
effect nor pay for more th 3 registrations puruant to such demad registration
rights provisions. These nghts are exercisable only after the earlier of (i) 180 days
after a Quafied Offering (as defied under "Automatic Conversion" above), and (ü)
the 5th anversar of the closing of tls financing.

2. "Shelf' Registrations on Form S-3: Holders of at least 20% of the shares of Series A
Preferred (or New Common Stock issued on conversion thereof) shall have the right
to requir the Company to fie an unlimted number of and pay for not more than 2
registration statements on Form S-3 registenng their shares of New Common Stock
per year, provided that the Company is then eligible to use the S-3 registration
statement and the anticipated aggregate offerig price to the public for any such

registration would exceed $1 millon.

3. Piirgv-Back Reinstrations: Holders of Series A Preferred shall be entitled to
unlimited "piggy-back" registration rights with respect to the New Common Stock
issuable upon conversion of the Senes A Preferred on al registrations of th

Company (other than S-8's, S-4's or simlar regitrations of business combination
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tractions or employee benefit plans), subject to the right of the Company and its
underwrters to reuce the number of shares of the Investor proposed to be registered
in view of maket conditions.

4. Remstrtion Expenses: Al registration expenses (exclusive of selling expenses),
shall be borne by the Company.

Other term: The registrtion rights shal include other customa term and conditions,
including a customa "maket-stadoff' agreement in connection with a Qualified

Offering and public offerings conducted by the Company thereafter.

Upon the effective date of the Proposed Plan of Reorganzation, the existig æo of

SCO, Darl McBride, shall resign.

Upon the effective date of the Proposed Plan of Reorganiztion, the Company's Board of
Directors wi be comprised of seven members. The holders of Series A Preferr shall
be entitled to elect four directors. The holders of Series A Preferred and the Trust, in
respect of the shares of New Common Stock issued to the Trust on behalf of the holders
of New Common Stock prior to the effective date of the Proposed Plan of
Reorganiation, and any holders of additional New Common Stock issued aftr such
effective date, all votig together as a single votig group, shall be entitled to elect the
remaining thee diectors, one of whom shall be the Chief Executive Offcer of the
Company and one of whom shall be an outside executive with suitable industr expertise
who is designated by a majority of the Board.

The Company and the representatives of Series A Preferred who serve as members of the
Board shall enter into indemnfication agreements in a form acceptable to SNCP on the
Closing Date. In addition, the Company's Certificate of Incorporation shall provide for
indemnification of directors to the mamum extent permtted by law, and the Company
wil, witl 90 days after the Closing Date, obtain Directors and Offcers insurance in an

amount satisfactory to SNCP. The Reorganized Debtor shall purchase "tail" directors
and offcers insurance coverage to protect against claim arsing prior to the effective
date of the Proposed Plan of Reorganzation.

The Series A Preferred holders shall have the right to inspect the Company's premises
and books at times convenient to both pares.

So long as any of the Series A Preferred is outstadig, the Company wil deliver to the
holders of Series A Preferrd unaudited monthy fiancial statements witl 15 days of
the end of each calenda month; unaudited quarerly fiancial statements witl 15 days

of the end of each fiscal quarr thereafter; annua audite financial statements within 90
days of the end of each fiscal yea; and any other informtion reasonably requested by
the holders of Series A Preferred. At least 30 days prior to the beging of each fiscal
year, the Company wil deliver to holders of Series A Preferred the rmancial budget and
business and strategic plan for the next fisca year that wil be submitted for approval to
the Company's Board of Directors no later than 30 days followig the beginning of the
fiscal year. With respect to monthy, quarerly and anual financial statements, such
statements sha be accompaned by a wrtten report of the æo of th Company
identifying operating highights for the period and a comparson of such fiancial
statements to the Company's budget for the corresponding period.
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The loan is for the pricipal amount up to US $95,000,000. The loan is a non-revolving
line of credit puruant to which drws or disbursements may be made from tie to ti

in accordace with the term and conditions contaed in the loan documents to be

negotiated and filed with the Banptcy Cour prior to the hearng on approval of the
Disclosure Statement relating to the Proposed Plan of Reorganzation and execute by
SCO on the Closing Date (the "Loan Documents").

. The purose of the loan is to provide fuds for (i) workig capita for SCO following its
emergence from banptcy, (ii) to pay interest when due under the Debt Financing, and
(ii) to support the prosecution of the Reorganze Debtor's Litigation Claim, including
providing letters of credit or other fmancial arangements adequate to support any
required appellate bonds (in which event the Reorganzed SCO shall pay the reasonable
letter of credit fees and expenses), and to effect payment of any fmal award agaist the
Reorganized Debtor). Advances to SCO under (i) above shall be subject to the
achievement of milestones and matenance of loan covenants to be established by
SNCP and SCO in the Loan Documnts.

The term of the loan wil be for a period of five (5) years (the "Loan Term")

commencing on the first day of the month following the Closing Date.

Interest wil accrue on the outstanding pricipal balance at a varable or floatig rate,
expressed as an anual percentage rate, equal to LIOR plus 1,700 basis points (the
"Effective Rate"). Adjustments to the Effective Rate wil be made effective on the first
day of each month. Interest wil be calculated on the basis of a 360-day year and charged
for the actual number of days elapsed.

The Reorganized Debtor shall pay accrued interest on the outstanding principal balance
in arears montly on the first day of each month commencing on the first day of the
month following the Closing Date. The entire unpaid principal balance, together with
any accrued interest and other unpaid charges, shal be due on the fist day of the month
following the expiration of the Loan Term (which date is sometimes referred to as the
''Maturty Date").

Any payment not paid witln ten (10) days of its scheduled payment date shall be subject
to a late charge equal to the greater of $50.00 or five per cent (5%) of the amount of the
deliquent payment. Upon the occurence of an event of default, the magin used to
compute the Effective Rate wil automatically increase by an additional four percent per
anum from the date thereof until the delinquent payment has been fully paid, both
before and after judgment.

Reorganiz SCO may prepay principal at any tie without penalty or premium;
provided, however, Reorganizd SCO shall not be entitled to re-borrow fuds it has
prepaid.

To secure the Loan, SCO shal grant a vald, pedected and enforceable first prior securty
interest in favor of SNCP in (or shal cause a securty interest to be grted in), all
present and future assets of SCO, including litigation recoveries.

Should the Company receive a wrtten or oral offer or counteroffer to settle the Novell
Litigation, the NovellM Litigation, the Autozone Litigation or any other Litigation
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SNCP:
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Claims (collectively, the "Pending Litigation") prior to the effective date of the Propose
Plan of Reorganzation (or if the Company shall receive a writtn or oral offer or
counteroffer to acquie the shares or assets of the Company, including by or for the
account of a defendant in the Pendig Litigation), the Company shall promptly notify
SNCP of the offer and al material term thereof. Simarly, the Company shal promptly
advise SNCP of al offers (including counteroffers) it maes to sette or resolve the
Pending Litigation or relating to any proposed sale of the shares or assets of the

Company. At its option, one or more representatives of SNCP may attend merger and
acquisition negotiations, settlement conferences or conerence calls between the pares
to the Pending Litigation, whether the sam are diected at settlg the Pending Litigation
or acquirg the shares or assets of the Company. At the request of the Company, each
representative of SNCP who shall attend merger and acquisition negotiations, settement
conferences or conference calls between the paries to the Pending Litigation shal

execute a confdentialty agreement reasonably acceptable to the Company and SNCP.

The Debtor and SNCP acknowledge and agre that a purose and intended effect of the
Proposed Plan of Reorgantion is to maimze the Debtor's litigation recovery under
the Pending Litigation. Except as expressly set fort herein, the Debtor and SNCP agree
that developments in (including a resolution ot) the Pendig Litigation shall not
constitute a basis to prevent or delay the confition or effective date of the Proposed
Plan of Reorganization. If the Pending Litigation shal resolve by a sale of the Company
to or an exclusive licensing transaction relating to all or substantially all of SCO's
intellectual property with or for the account of a defendant in the Pendig Litigation), by
or in connection with a sale of the Company or an exclusive licensing trsaction relating
to al or substantialy all of SCO's intellectual propert to a person which is not a par
(including an affliate of such pary) to the Pending Litigation, or net settement in

Debtor's favor prior to the consumtion of the Proposed Plan of Reorganization, then,
except as provided below, the Equity Financing and the Debt Financing wil not be
consummted and SNCP shall be entitled to an admistrative clai payable promptly
after the Debtor's receipt of such net settlement, sales or licensing proceeds, in an

amount equal to fifty percent (50%) of either (a) the Debtor's net recovery in such
settement or any agreement or trsaction in connection with, or in lieu of, settement of
claims in the Pendig Litigation (includig the fai value of any non-moneta
consideration) (net of any recovery on or settement of counterclai and cross clai

against Debtor, any taxes directly attrbutable to the net recovery or settement, and the
"Ongoing Legal Fees and Costs," as defied below (the "Settlement Compensation"), or
(b) the net proceeds and purchase price (including the fai value of any non-moneta
consideration) paid to acquire the Company, all or substatially all of the Company's
assets, control of the Company or a material license relatig to SCO's intellectual
property (not in the ordinar course of business), net of any taes directly attbutable to

the net proceeds and purchase price, and all Ongoing Legal Fees and Costs (the "Sale
Compensation"). In addition to the Settlement Compensation, SNCP shall be entitled in
the circumtaces in which the Settlement Compensation becomes payable, to complete

its acquisition of the Series A Preferred upon payment of the $5 millon purchase price
therefor, before, at the tim of, or immediately after the Reorgan Debtor emerges
from the Banptcy Case. In connection with the paymnt of the Settlement
Compensation or the Sale Compensation or if ths MOU is termnated by SNCP for any
of the reasons (other than faiure to execute the Defintive Agreements or SNCP's
dissatisfaction with the results of its due dilgence investigation) set fort under the
"Termation of the Transaction" section below that are not diectly attbutable to the
act or omission of the SNCP, then SNCP shall also be entitled to an administrative clai
for reimbursement from the Debtor of its out of pocket fee, costs and expenses (up to
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$500,000) incured in connection herewith.

As used herein, "On~oini! Le~al Fees and Costs" means positive difference between:

L The sum of (a) all lega fees and chageable expenses paid to Boies, Schiller &
Flexner LLP and any other law fin (collectively, "BSF') pursuat to pargraphs (d) or
(e) of the engagement agreement between SCO and BSF dated October 31, 2004, as
amended to the date hereof (the "BSF Engagement Aireement"), plus (b) other
professional fees and expenses incured by the Debtor since September 14,2007 directly
related to the Litigation Proceedings or the transactions by reason of which the

Settement Compensation or Sale Compensation is paid; minus

IT All hourly legal fees and chageable paid at any ti to BSF or any of the Three
Original Fin (as that term is defined in the BSF Engagement Agreement) in connection
with any of the Pendig Litigation, which amount is credited in reduction of the
contigency fees payable under paragraphs (d) or (e) of the BSF Engagement

Agreement.

SCO wil obtan cour approval of the Settlement Compensation and the Sale
Compensation by a motion for Plan Sponsor Protection Argements to be filed with
the Bankrptcy Cour with the Debtor's Motion to Approve the Disclosure Statement
relating to the Proposed Plan of Reorgantion, and in all events, prior to the submission
of the Proposed Plan of Reorganzation to credtors and interest holders for voting
puroses. If SCO fails to obta cour approval for the Settlement Compensation and the
Sale Compensation, SNCP shall have no fuher obligations under this MOU.

The Proposed Plan of Reorganzation shall provide for the followig tratment of

claims:

(1) Secured Creditors - (estimated at $0)

Paid in Full at the effective date

(2) Prority Creditors - Taxg Authorities

Paid in fu at the effective date OR paid over period of ti not to

exceed 5 years

(3) General Unsecured Creditors

o Trade - to be assumed or paid in full at the effective date, from the
proceeds of the Preferred Stock

o NovelIlM Litigation (if any) depending on outcome of litigation,
paid in full when clai is liquidated afr the effective date, by drw under the
Debt Facilty.

(4) All to be paid in ful at the effective date:

· Admnistrative - Lega, Accountig, Financial Advisors, etc.
. US Trustee Fees

· CourClerk Fees
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SNCP's
Conditions to
Closing:

The obligation to provide the Equity Fincing and Debt Financing is subject to (i) the
compliance by the Debtor with its obligations under ths MOU, (ii) the accurcy in al

matenal respects of all representations and certifcations set forth in ths MOU and its
attachments, (ii) the execution and delivery of the Defitive Documnts, (iv) the
accuracy in all matenal respects of al representations and certifications set fort in the
Definitive Documents and its attchments, (v) the absence of any default or event of
default under ths MOU or the Definitive Documents by the Debtor, (vi) the entr of an
order of the banptcy cour in the Banptcy Case confg the Propose Plan of
Reorganization and all other motions and pleadings requied to implement the Proposed
Plan of Reorgantion (and the absence of any effective stay of such confirtion
order) on or before 5:00 pm New York City time on August 15,2008 (such date, as the
same may be extended by SNCP in its sole discretion in wntig, the "Commtment
Expiration Date"); (vi) the inclusion in the order conÏing the Proposed Plan of
Reorganzation of a fiding that the Debt Financing is extended by SNCP in good faith,

(vii) the due dilgence investigation of SCO (which shal end at the commencement of
the Banptcy Cour heag on the approval of the Disclosure Statement relating to the
Proposed Plan of Reorganiztion) is not reasonably satisfactory to SNCP; (vi) no
Matenal Adverse Change following the fiing of the Proposed Plan of Reorganization,
(ix) no relevant theatened or pending litigation by a governental authority, and (x)
there being no injunction, cour order/judgment or other ruling, edict or pronouncement
with the force of law prohibitig the consummtion of any of the matenal transactions
contemplated in ths MOU, the Definitive Documents and the Proposed Plan of
Reorganation.

A "Matenal Adverse Chan2'e" shall mean any change or effect that is or could be
reasonably expected to result in a matenal adverse change in: SCO's business,

considered as a whole; or the consolidated fiancial condition or results of operations of
SCO, other than changes associated with the banptcy of SCO or general economic
conditions.

Termnation of The Debt Financing and the Equity Financing wil be termnable in the following
the circumstaces:
Transction:

94803-17
DOCS_DE:135355.1

o by mutu written consent of SCO and SNCP;

o if SCO fails to obtain cour approval for the Settlement Compensation and the
Sale Compensation upon the approval of the Disclosure Statement relatig to the
Proposed Plan of Reorganation and pnor to the submission of the Proposed
Plan of Reorganzation to creditors and interest holders for the purose of votig
thereon;

o the due dilgence investigation of seo (which shal end at the commencement of

the Banptcy Cour heag on the approval of the Disclosure Statement
relatig to the Proposed Plan of Reorganzation) is not reasonably satisfactory to
SNCP;

o by SNCP upon wnttn notice of a matenal breach of any covenant or agrement
to be performed or complied with SCO which, if capable of being cured, is not
cured withn 15 business days afer notice;

o by seo upon wntten notice of a matenal breach of any covenant or agreement to
be performed or complied with by SNCP which, if capable of being cured, is not
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cured wi~ 15 business days afer notice;

o by either SNCP or SCO if any foreign, federa, state, local or other
governental, admstrtive or regulatory authority, body, agency, cour,
trbunal or simar entity (other th the Banptcy Cour) havig competent
jursdiction issues a fial and non-appealable order, decree or ruling prohibitig

the tranaction;

o by SNCP upon a determnation by SCO or SCO's board of diectors to pursue a
Competitive Transaction;

o by SNCP, if the Banptcy Cour shall not have entered an order approving the
Settlement Compensation and Sale Compensation in form and substace

reasonably acceptable to SNCP on or before April 28, 2008; and

o ths MOU shall be termated if an Order of the Banptcy Cour approving the
Debtor's execution hereof and perfonnce hereunder is not entered by Apri 28,
2008, or if the Banptcy Cour does not enter an Order confirg the
Proposed Plan of Reorganzation as contemplated hereby by August is, 2008.

SCO acknowledges tht it is not actively seeking fiancing for a plan of reorgantion,
except as set fort in this MOU. SCO agrees that, unti August is, 2008, neither SCO
nor its agents or representatives shall solicit or encourage submission of inquires,
proposals or offers from any thd pares regarding any potential financing of a plan of
reorganization for SCO (each, a "Competitive Transaction"). SCO shall immdiately
notify SNCP in writig if it receives an offer or proposal relatig to a Competitive
Transaction.

The Pares agree to negotiate in good faith the Defitive Documents contemplated by
ths MOU, so that form of al such Definitive Documents, in substatialy fmal form
shal be fied with the Banptcy Cour prior to the hearg on approval of the
Disclosure Statement relatig to the Proposed Plan of Reorganation.

The Debtor wil aford to SNCP all access, cooperation, documents and informtion
reasonably requeste by SNCP in connection with its due diligence examnation of the
Debtor and its business. SNCP may termnate ths MOU if it is not satisfied with the
results of such due diligence examnation. Such due dilgence period and termnation
rights shall end at the commencement of the Banptcy Cour hearng on the approval
of the Disclosure Statement relatig to the Proposed Plan of Reorganiztion.

This Memorandum of Understanding shal be governed by Delaware law and al Pares
consent to the exclusive jursdiction of the Banptcy Cour hearg the Banptcy
Cases to determne any controversy arsing hereunder. The Defiitive Documents

executed on the Closing Date (including the Loan Agreement) shal be governed by
New York law.

The term set fort above summe the major points we have discussed, but are not
intended to be the entiety of the term of the Proposed Plan of Reorganzation, the

Equity Financing or the Debt Financing and are subject to the draftng and execution of
Definitive Documnts. The Debtor's execution of ths MOU is subject in al respects to
the entr of an Order of the Banptcy Cour approving ths MOU and the Defiitive

13
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Documnts contemplate hereby, which Order will be sought in connection with the
motion for approval of the Disclosure Statement relating to the Proposed Plan of
Reorganzation. This MOU sha not be enforceable agaist the Debtor until such
Banptcy Cour order is entered and shall be subject to the term of such Order, when
entered. If such Banptcy Cour approval is not obtaned by April 28, 2008, then ths
MOD shal termnate.

(RAINER OF PAGE INONALY LEFT BLANK.
SIGNATURE PAGE FOLLOWS.)

14



-i

IN wrESS WfREOE the paes have entered into tbs.MOU'as.ofFebni å 2008.

'By:

Nanç: Ralph y: il
Title: SCO:Chaimi

STEVE NOlUS GAPltAL PARTNS, U.c

By:
Nane;.- $tephen L. N()rrs
lide:' SNCP Chairmai

QAA~17
''':.



IN WlRSS WHOF, tho pal1lmVIJ CIcd int this MOll a. ófFcbtør ~ 2Q(18.

THB SCO GROUP. INc.

ny:~iÎ Rilph YArra m

nai: SOD CI18

STB 'N0l CAfrrAL PAR.'l. LLC

ØY~~ l- ~~)
Name. iiichott i:. anls

Titk: ßNcP Chaiiman

B4D37 15



Exhibit 1

StockJolders' J\greenient

(To be filed with Court on or before March 21, 2008)



Exhibit 2

Stock Option Agreement

(To be filed with Court on or before March 21,2008)



Exhibit 3

Warrant Agreement

(To be filed with Court on or before March 2 i, 2008)



Exhibit 4

Trust Recovery Scenaros
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Exhibit 5

Stock Purchase Agreement

(To be filed with Court on or before March 21, 2008)



Exhibit 6

Loan Agreement

(To be filed with Court on or before March 21,2008)



Exhibit 7

Designation of Rights and Preferences of the Series A Preferred Stock

(To be filed with Court on or before March 21, 2008)



Exhibit 8

Registration Rights Agreement

(To be filed with Court on or before March 21, 2008)



Exhibit 9

List of Debtors' Accounts Receivable Derived from Debtors' Schedules



seo operations Inc.

Company
ACRODEX
ACTIVANT SOLUTIONS INC.
ADM MILLING L TO

ALACHUA COUNTY CLERK OF
ALASKA PACIFIC ENVIRONMENTAL
ALLIANCE TECHNOLOGY CO L TO
AMCO PLASTIC MATERIALS INC;
AMERICAN PERMANENT WARE
ANECTIS SA
APEXX SOLUTIONS INC.
APPLABS TECHNOLØGIES .
APPLlEO STRATEGIEa lNi'RNAT

APRIL SYSTEM DESIGN .
ARC TECHNOLOGY DISTFlIBN LTD.
ASK TECHNOLOGIES INC
ASPEN SYSTEMS
ASPYRA INC.
AT&T
ATK NORTH AMERICA
AVAYA lNC
AVNET LOGISTICS US LP
BARCLAYSBANK CORP AFFAIRS
BELL. MICROPRODUCTS =LTO
BOWE BELL & HOWElL.
BSYSiEMS UK L TO
bSYSTEMS UKLtd
BT GLOBAL SERVICES ACCOUNT
BYTEC BOORYTECHNOLOGY GMBH
Carladata GinbH
CATHOLIC HEALTHCARE WEST
CAWTHORN &. PICARD
CHOINI GMBH
CLARTEN SA
COMMODORE CORPORATION (TE)
COMVERSE LID
COMVERSE NEiORK SYStEMS
CORPORATE SOFnARE
COSTCO
CVS PHARMACY
CYCOM BUSINESS SOLUTIONS'
OAKEL INFORMATICA SA
DALLAS INOEPENDENTS.CHOOL
OAL-TILE INC.
DOMINO'S PIZZA.LLC
DR PEPPER BOTTING COMPANY
ORORNET SYSTEMS L TO
OST OUTPUT
OTR BUSINESS SYSTEMS INO

SCHEDULES

C8SeNø. Ó7~11337(KG)

SCHED:ULE B:~PERSONAlPi:O.pÈftrY

EXHlalTa-t6A
ÄçC()Uilts Receivàblë

Amount

$, 6,57;60
24,655;18

8,,170,93
~2;5ÖÔ~iJa

2,400:00
4,491.6
1,085.Çl4
2,70K25
2,962.,05

897;.OQ

ß7:,SQO.OQ
l,464.oo
.4;SOO;n0

18¡571.12
54,000.00

1',980.00
3,750,00
3,GOO.OO

2;200;00
605;00

a:;~98:60
;23;824.133

ie
~;o2.19,

23';8(3:44
30;493~Ø~
4;379A7
1 ,~130.Ø9;

2;~85.()5:.
.3;241.86

98;3l)5.87
85.47

H2;536.0.o,
2;268.00

79,408.10
22;185.52

1,581t94
$.130.~5

177;318.27
704.02.

1Ö;5$4:Sß
~;1?f~Oo

1,2~g.ÖO.

.44.00
1,4$.(4

226;816;34

ExIbit S;16A PAGE1of4



SCO Operations, Inc.

Company-

ECS COMPUTERS (ASIA) PTE LTb
EDS NEW ZEALAND PTY LIMITED
ESASOFlARESPA
ESSILOR LABS OF AMERICA
FAIR ISAAC CORP
FIRST CITZENS BANKLTD
Fortnum & Mason
FORWARD CORP
FRAME
FUJITSU SIEMENS COMPUTERS
GADSDEN COUNT CLERK OF
GENERAL DATACOMM INC
GENERAL DYNAMICS
GENISYS SOFTARE,INC
GESîlON TECNOl.OGICA.
GETRONICS WANG COMPANY
GOLDTECH COMPUTER SYSTEMS
HANKOOK see LTD
HELP THE AGED
HIGHWAY INFORMAîlON SYSTEM
Inteh Ltd

INTEGRA MICRÖSystems-PvtLi"

INTERG.i:ADE i;A
IT INNOvt\:nON&TSçHN0.LQSY
JOMA GROl)Pl'OROIO:
KEYÖËNTÄix: _
KGW ENTERPRiSES_
KROGER CO
LANCASHIRE CONSTABULARY
LITTLE FLOWER CHILDREN SEÄV
LOGIXSA
LRD SYSTEMS L TO
LUCENT TECHNOLOGIES INO
MACTRONIC BUSINESS SYSTEMS
MBTECH AUTODIE, LLC
MCDONALD'S CORP
MEMOSIS SISTEMAS INFO LOA
METROPLEX DATA SYSTEMS
MICHAELS STORES INCORPORATED
MICROAGE
MICROCOMP SRO
MICROS SYSTEMS INO

MISYS HEAL THCARE SYSTEMS

MORREL COMPAN

MORSE

MPÀSYSTEMS PT LTI.l

MVA

SCHEDULES

CàseNp..07..Ú3S7 (KG)

$CHEDOI.EB-dPERSbNALP-AÖPER11
EXHIBIT tM6Ä

AccolintSRecèlvablë

Amount
1;133.45
9;600.00
,2;783.94

1S;241.6_0
9,OÖÒ,ÔÔ
'4,60i:L.QO

4,a74:.4
_1 ;8ÓO.OO

54,195.94
205,17

2;520;00
3;l74;70
2;000:00

1.1680;0
4; 65U5

36¡809.60
f,~OO;OO

17;856.06
-2,418:81
7;432.65
3;~~;~

.34;185;98

~~~:~
J9;~9a;sO,

2,QoP,OP
10;133,19

2;SQOJ)O-

16,7~O.96
.934.95:

21,1-1.1.42-

'3,()39.71
45;981.00:
14,907.20:
2,302;46
~,S20;80:

10;817.51-
738.52

_2,455; 11

a; 18'(.14
1,108.08

10,974,Qa

350.00-

1,506.3
23"A82~6-1

27;855.25-

-25';566.60

Exhlblt.B.t6A PAGE2of4



see Operations, Inc.

Company

MWB BUSINESS SYSTEMS

NORTHROP GRUMMAN f LITTON

NOVELL INC - royaltiéS

NOVUS SYSTEM INTEGRATORS CO

OFFICE OF SYSTEMS INTEGRATIO

OFFICERDISTRIBUlbORA BfA

OLLYLTD

OMICRON SOFTARE SYSTEMSAB

OMNIX INTERNATIONAL LLC

ONNIK CORPORATION

OS$. T

PAT YOUNG SERVICE CO: INC.. .... .
PERO COMPUTER. HANDELSGESE~L

PER~SE TECHNOLOGIES

PROMETRIC INO

PROVIDENCE HEAlTH SYSTEM

PT PENTADATA PRIMASAKTI

RADIO SHACK TECHNÖLOGY .Si:i=V

RAYMAR .INFORMATION'TECH,INC

REED f GMD GROUp:

RITE AIÖÇORP

ROCKINGHAM couNt

ROUSROYCE ENGINE SVCS

SAGE SOFTARE HEALTHCARE INC

Sai lnfosyslem (India) PV

SCO BENELUX

SCO SOFTARE(CHINArCO LTD

SENECA DATA DISTRIBUTORS INC

SERSOLUTIONS INC

SIEMENS AG
Siemens AG

SIEMENS ENTERPRISE

SIEMENS ICN

SOFT-TRONIK DISTRIBUTION
Softare Solutions Partners

SOLUTION BOX SRL

SONATA INFO TECH LTD

SPECTRUM SYSTEMS.INC

SCHEDOLES

Case No. ON1337 (KG)

SCHEOuu;n;l- PERSoNAI, P~O#.ERTY

8t18IT $.16A

AceóUntsR~i\¡ab'le

Amount

.6êM4
7,404.00

21;793.30

8,572:00

8,:30-0;00

:"659:45'

5;1.EtdQ

lQ;'021.SS:

5~506.00

2,000.00

5,628;25'

2.25Q;QQ

2;689)Ô.

15;022.85-

1£4:72.

9;poo.oo

3;?49;50

$s.QQo,90

3;317:1'1-

'2;500;00

2;3QQ~O!J

.2,979:QO,

1.9.80.00:

14A54;96

4.882:81

8;528.8.1

5E;024.09'

. 112,405.13.

92~O3.2.15

2ó;-n;sa.
9,731. .50

219,560;00

2;319.00:

9,242.;38

;3;09$.S4.

12):23.9.9

7~1636.36'

1;44:00

exhibit £31 \SA PAGf!3'ot4



SCO Operations, Inc.

Company

SPHINX CST LTD

STATE OF ME

STRHOLD SPA

SUNLIGHT SERVICES GROUP. THE

SWIMLINE

SYNNEX CANADA L TD

SYNNEX CORP

SYSCO CORP. . . .
TARD1S SERVICES, PTY i. TO

TEAM 1 SYSTEMS

TECH DATA CANADA OOR?

TECH DATA CORP

TECHMEX SA

TERIAN SOLUTIONS LLC

TERN

THOMSON FINANcIAL

TJF COMPUTER ACi

TRANSCORE-DM COMPUTR SVC'

TRANSPORTATION SPECIALISTS L

TRIDex SYSTEMS INO

UNIPLUS, L TD

UNISYSCORP

urilV OF MEDICINE&.

URBANA TECHNOLOGIES

USIS

VERIZON WIRELESS

VIRTUAL CARE PROVIDER

WALGREEN,CO

W AVENEY DISTRICT CÖUNCIL

WELLS FARGO

Wildmark Entetpnses LLC

Wireless Technologies

W1STRON CORP

Tota

SCHEDULES

-Gase'N'o. 01-11337 (KG)

SCHeDl,LE S.. ,PERSONAL PROPERTY

EXHIBITa.16A

AccounmRëóéívSiblê

Amóuiil

73,919;58

8;~68.00

338,547.16

19,442.22

~;OOO.OO

'26,885;85

11Jt5:5~
'21.,736.60

'5;784i60

33;598m;

34,991.58

93,972Jj7

31667.8
44ì380~90

.3;:178.82

1,06.83.37'

4A59~83
1',137:14

720;00

668.21'

:4.34i.g:
46;53:

:2;äÖP:QQ.'

,8.6$;(10

4,03.00
3,600.00

1,980.00

: 231,OOO.QO

a;f7Ì);93,

't:;S~Q.PÖ

1'.30

9,199;08

1,500.00:

$ '3,~2;102.77

Exllibit á-16A PAGE,4 öf 4'



seo Operations, Inc.

Company
The seo Group, Inc.
SCO Software (India) PVT ttd
seo KK (Japan)

Total

SCHEDULES

Casl!iNo. 07-1337 (KG)

SCHEDULE n . PERSONAL pnOPERTY

ë)HIBITB-16fJ
.Intêrêompåny Receivabl.ø

Aito.i:nt

s. 1.7'4a;28.~
4g7,ö.~30
.352;42276:

$; 2;5~4~144aa

EXhibit&;16~ PAGEnif1



Exhibit 10

Exhibits 3b and 3c from the Debtors' Statement of Financial Affairs
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Exhibit 11

Liquidation Analysis



SCHEDULE A
THE SCO GROUP, INC.

DISTRIBUTION IN CONNECTION WITH PROPOSED PLA OF REORGANIZATION (UNAUDITD AS OF 1131/08)("')
(dollar amounts In thousands)

)

Noll % %

I. STATEMENT OF ASSETS Reference Bok Value EsUmated LowVelue Recvery EsUmated High Value Recovery

C..h and Cesh Equlvelents - Domesll 3,478 3,478 100% $ 3,478 100

Cash and Cash Equivlents. Foran 1,280 0% 645 50%

Restrited Cesh 2.120 0% 0%

Accunts Racvebl 4 4.021 2,815 70% 3,619 80%

Inventories 167 5% 17 10%

Prepaid Expans an OUiar Currt Assts 6 1,062 0% 0%

Net Proper & Equipment 7 303 61 20% 121 40%

Legal Causes of Aclln 0% 0%

OUier Assets 487 ~ ~
Estimated Vilue 12.928 6.382 ~ 7.880 -!

MolD:
I1J This schedul. should bo 'oad In conJuncUon wi Secon VI (C) (vi"). Liquidatin Anelysls'.
(21 Discapancies may exist reeOVe II figu," etsewhere In Uie Pion end Discosure Statament due II rounding of numbo...



SCHEDULE B

THE SCD GROUP. INC.

DISTRIBUTION IN CONNECTION WITH PROPOSED PLN OF REORGANIZATION (UNAUDITED AS OF 1/31/08)1',2

(dollar and share amounts In thousands)

II. ALLOCATION OF NE PLAN DISTIBUTION PROCEEDS TO SECURED. Esmatod % Eallmlod %

ADMINISTRATI PRIORIT AND UNSECURED CLAMS AND EQUI INTEESTS . Nol 10 Lo Volue Recvery High Valua Recvery

Net Plan OI,trbutlon Vate 6,381.7 7.879.8

EoImalod Ta. Uabllit ollbo Ealat'"

lål PI"" DI.ubUlIo Valu After Tax.. 8.361.7 7.879.8

EaUmatod Ealmalod

Alo A1wa
Clalma 1$) Cllma 1$1

Claaa 2 ~ Mlnan80 SICUrl Cla1m 100.0% 100.0%

~l Plan Dislbuton Value After DIbut to Secur Cls 8.361.7 7.879.8

Chaper 11 Pwl88iOna Faa. and Expa $ 820. (820.0) 100.0% 820. $ (820.) 100.%

Chaper 7 ProlasnalRJ.. F.. an Eins (S.. Schodula C) $ 484.1 (464.1) 100.0% 50.8 $ (509.8) 100.0%

Wiriwn F.. an Exn.. (S.. Scula D) $ 1.472.0 (1.4n.O) 100.0% 892.7 5 (892.7) 100.0%

AdmlnirtIv Clalma (excluding prolasirRJ.. Fa.. and Ex) $ 3,107.0 13,107.0) 100.0% 3.107.0 $ 13.107.0) 100.0%

N.I Pla DItrbut VoIue,\ OIølbutlo 10 Chapor 11 Admltir C1/ms 498.8 $ 2.550.5

Pnoty Clalma
Priority Tai Clalma
CI8 1 . Pilri Non~ai Clalma 100.0% 100.%

Nel Plan OIølbutlo Volus Aftør D/ølbutla 10 Ptlor Clalma 498.8 2,550.5

Unaecure ClIms
CI.. 3. General Unaacro Clalma olher lhan Novall 118M 4.991.0 (498.8) 10.0% $ 5.279.0 (2,411.3) 48.3%

Claa. - General Unlre Oatms or Novell/IBM
10.0% $ 48.%

Hal Plan D/ølbu/ki Va/u Aft.. OIs/bit 10 Unsaur Clai.
139.1

E&alod Shorta on Unarod Cllma 14,492.1 !2.n8.5)

Net Plan OIn Value AvallablD After Alloed Cl

Net Plan Dision Value Avanatle to Equit

Eallatod
AI Share 01
EQUit Sacrl

equit Inlara N1A
CI.. 5 - Remalnlng Equi Inlara 21,888.3 N1A

Hal Plan OIølbut Volua Avaob AftII DllruUo To Squly 21.898.3

No..
(11 Th ..odula ahuld be roo Ì1 conjuncn wi Sadn VI (C) (via). Liquidatin Anly.i..
(2) Dlsenå may exlst retiv to 'fgures elsewer In th P1ln end Olc1oi. Statement due to roundin of nubøm
(31 Tha Dar ha. NOL caorwnla 01566.7 mnlln ""lot I. aic.ct 10 allmlata any ta liabil. \
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SCHEDULE D
The SCO GROUP. INC.
Proposed Wind-Down Budget
(dollar amounts In thousands)

Estimated Low Value:

Salaries, Bonuses. and Benefis
Rent and Lease Expense
Offce Expenses
Insurance
Utilties
Other

1

$118
48

3
60
17
20

2
$118

48
3

60
17
20

Months3 4
$101 $8248 483 3
60 6017 17
20 20

5
$45

48
3

60
17
20

6
$120

48
3

60
17
20

Total ~~2lì:ai'i$~9P~(2!~ø.~¡S:øi-~1*
Cumulative Total ~$-i:S:6~t5'~17;Sj1ii_.$Jf1~~~$i'lit4?ai
Wind down Is expected to be 6 months to fullflll obligations under servce support agreements.

Estimated High Value:
Months

1 2 3

Salaries. Bonuses, and Benefis $118 $118 $213
Rent and Lease Expense 48 48 48

Offce Expenses 3 3 3

Insurance 60 60 60

Utilities 17 17 17

Other 20 20 20

Total ~2~~Z6B.~
Cumulative Total ~5~
Wlnd down Is expected to be 3 months to fullflll obligations under servce support agreements.




