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MAI SYSTEMS CORPORATION

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
JULY 30, 2004

TO ALL STOCKHOLDERS:

NOTICE IS HEREBY GIVEN that the 2004 Annual Meeting of Stockholders of MAI Systems Corporation (the "Company" or "MAI"), a
Delaware corporation, will be held at the Hollywood Roosevelt Hotel, 7000 Hollywood Boulevard, Hollywood, California, on July 30, 2004 at
10:00 a.m., for the following purposes:

1.
To elect four (4) directors to serve for the ensuing year and until their successors are elected.

2.
To approve the actions of senior management, including (i) the conversion of $3,194,156 of Company indebtedness held by
management into 31,941,560 shares of the common stock of the Company, and (ii) the investment of $1,000,000 in the
Company in exchange for 10,000,000 shares of MAI common stock (the "Management Equity/Conversion Transaction").

3.
To approve an amendment to the Company's Amended and Restated Certificate of Incorporation to increase the number of
authorized shares of capital stock from 25,000,000 to 100,000,000, to allow for the conversion of indebtedness referenced in
Proposal 2 above.

4.
To approve an amendment to the 2001 MAI Systems Corporation Restricted Stock Plan (the "2001 Restricted Stock Plan")
in order to increase the number of shares of Common Stock reserved for issuance thereunder from 1,250,000 shares to an
aggregate of 5,500,000 shares.

5.
To ratify the selection of BDO Seidman, LLP as the independent registered public accounting firm for the Company.

6.

To transact such other business as may properly come before the meeting and any adjournment(s) thereof.
Only stockholders of record at the close of business on June 21, 2004 are entitled to notice of and to vote at the Annual Meeting.

All stockholders are cordially invited to attend the meeting in person. However, to ensure your representation at the meeting, you are urged
to mark, sign and return the enclosed Proxy as promptly as possible in the postage-prepaid envelope enclosed for that purpose. Any stockholder
attending the meeting may vote in person, even though he or she has returned a Proxy.

W. Brian Kretzmer
Secretary

Lake Forest, California
June 30, 2004

YOUR VOTE IS IMPORTANT

IN ORDER TO ENSURE YOUR REPRESENTATION AT THE MEETING, YOU ARE REQUESTED TO COMPLETE, SIGN AND
DATE THE ENCLOSED PROXY AS PROMPTLY AS POSSIBLE AND RETURN IT IN THE ENCLOSED ENVELOPE.
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MAI SYSTEMS CORPORATION

PROXY STATEMENT

INFORMATION CONCERNING SOLICITATION AND VOTING
General

The enclosed Proxy is solicited on behalf of MAI Systems Corporation ("MAI" or the "Company") for use at the 2004 Annual Meeting of
Stockholders ("Annual Meeting") to be held July 30, 2004, at 10:00 a.m., local time, and at any adjournment(s) or postponement(s) thereof, for
the purposes set forth herein and in the accompanying Notice of Annual Meeting of Stockholders. The Annual Meeting will be held at the
Hollywood Roosevelt Hotel, 7000 Hollywood Boulevard, Hollywood, California. The Company's main telephone number is (949) 598-6000.
These proxy solicitation materials were mailed on or about June 30, 2004, to all stockholders entitled to vote at the Annual Meeting.

Share Ownership as of the Record Date and Assuming Completion of the Management Equity/Conversion Transaction (Proposal 2)

Stockholders of record at the close of business on June 21, 2004 (the "Record Date") are entitled to notice of and to vote at the Annual
Meeting. The closing price on the Nasdaq Over-the-Counter Bulletin Board for the Company's $0.01 par value Common Stock ("Common
Stock") on the Record Date, as reported in The Wall Street Journal, was $0.25 per share. Set forth below is a summary of the beneficial owners
of more than 5% of the Company's Common Stock (1) as of the Record Date and (2) as of the Record Date assuming the Management
Equity/Conversion Transaction was completed on that date:

After Completion of
Management Equity/
As of the Record Date Conversion Transaction(8)
Number of Percentage Number Percentage
Name and Address Shares of Class (1) of Shares of Class (2)
Canyon Capital Advisors LLC group(3) 1,655,100 11.28% 1,655,100 2.92%
Richard S. Ressler(4) 3,341,308 22.77% 45,282,868 79.98%
W. Brian Kretzmer(5) 781,867 5.12% 781,867 1.37%
James W. Dolan(6) 345,833 2.32% 345,833 0.61%
Investor Group(7) 0.00% 44,374,893 78.38%

)]
For each individual and group in the table, percentage ownership is calculated by dividing the number of shares beneficially owned by
such person or group, plus shares acquirable within 60 days of the Record Date by such person or group, by the sum of 14,675,752
shares of Common Stock outstanding on the Record Date, plus shares of Common Stock acquirable within 60 days of the Record Date
by such person or group.

@3]
For each individual and group in the table, percentage ownership is calculated by dividing the number of shares beneficially owned by
such person, plus shares acquirable within 60 days of the Record Date by such person or group, by the sum of 14,675,752 shares of
Common Stock outstanding on the Record Date, plus 41,941,560 new shares issued in the Management Equity/Conversion
Transaction, shares of Common Stock acquirable within 60 days of the Record Date by such person or group.

3)

Canyon Capital Advisors LLC, The Value Realization Fund L.P., The Value Realization Fund B, L.P., C.P.I. Securities, L.P., The
Canyon Value Realization Fund (Cayman), Ltd., GRS Partners II, Mitchell R. Julis, Joshua S. Friedman and R. Christian B. Evensen,
as a group, beneficially own 1,655,100 shares of Common Stock. The address of all of the above-referenced entities is 9665 Wilshire
Boulevard, Suite 200, Beverly Hills, California 90212.
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“
Mr. Ressler's address is ¢/o Orchard Capital Corporation, 6922 Hollywood Boulevard, Suite 900, Hollywood, California 90028. As of
the Record Date, includes 2,433,333 shares of Common Stock acquired by the Investor Group from CSA over which Mr. Ressler has
voting and dispositive control. Also includes 25,000 shares of Common Stock issuable upon exercise of options held by Mr. Ressler
and 225,000 shares of Common Stock issuable upon exercise of options held by Orchard Capital Corporation, of which Mr. Ressler is
the sole stockholder, each of which are currently exercisable; and 9,375 shares of Common Stock issuable upon exercise of options
held by Mr. Ressler which are exercisable within 60 days of the Record Date and 12,500 shares of restricted Common Stock held by
Mr. Ressler which are due to become unrestricted within 60 days of the Record Date. Assuming completion of the Management
Equity/Conversion Transaction, includes 41,941,560 new shares of Common Stock over which Mr. Ressler will have voting and
dispositive control. See "Compensation Committee Interlocks and Insider Participation."

&)
Includes 558,333 shares of Common Stock issuable upon exercise of options or warrants held by Mr. Kretzmer that are currently
exercisable. Also includes 33,333 shares of Common Stock issuable upon exercise of options held by Mr. Kretzmer which are
exercisable within 60 days of the Record Date and 62,500 shares of restricted Common Stock held by Mr. Kretzmer which are due to
become unrestricted within 60 days of the Record Date.

(0)
Includes 216,666 shares of Common Stock issuable upon exercise of options held by Mr. Dolan which are currently exercisable. Also
includes 16,666 shares of Common Stock issuable upon exercise of options held by Mr. Dolan which are exercisable within 60 days of
the Record Date and 37,500 shares of restricted Common Stock held by Mr. Dolan which are due to become unrestricted within
60 days of the Record Date

@)
Includes 2,433,333 shares acquired from CSA and 41,941,560 new shares to be issued based upon the Management Equity/Conversion
Transaction.

®)
After completion of the Management Equity/Conversion Transaction, the Investor Group (as defined in Proposal 2) as an entity,
combined with individual members of the Investor Group, will own more than a majority of the outstanding MAI shares and, if acting
together, will be able to control all matters requiring approval of MAI's shareholders, including the election of directors. The
ownership position of senior management, including officers and directors, and other members of the Investor Group will increase
from 6,124,108 shares, or 41.73% of the 14,675,752 outstanding shares, to 48,065,668 shares, or 84.90% of the outstanding shares.
The increased share ownership by the Investor Group will result in majority control by the Investor Group and represents a "change in
control' of the Company.

Revocability of Proxies

Any proxy given pursuant to this solicitation may be revoked by the person giving it at any time before its use by delivering to the
Company before the Annual Meeting a written notice of revocation or a duly executed proxy bearing a later date, or by attending the Annual
Meeting and voting in person.

Solicitation of Proxies

The cost of soliciting proxies will be borne by the Company. The Company has retained the services of its transfer agent, Mellon Investor
Services ("Mellon"), to aid in the solicitation of proxies from brokers, bank nominees and other institutional owners. The Company estimates
that it will pay Mellon a fee not to exceed $2,500 for its services and will reimburse Mellon and other third parties for certain out-of-pocket
expenses estimated to be not more than $10,000. In addition, the Company may reimburse brokerage firms and other persons representing
beneficial owners of shares for their expenses in forwarding solicitation materials to such beneficial owners. Proxies may be solicited by
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certain of the Company's directors, officers and regular employees, without additional compensation, personally or by telephone or telegram.

Deadline for Receipt of Stockholder Proposals

Proposals of stockholders of the Company that are intended to be presented by such stockholders at the Company's 2005 Annual Meeting of
Stockholders must be received by the Company no later than January 15, 2005, in order to be considered for possible inclusion in the proxy
statement and form of proxy relating to that meeting.

If the Company is not notified of a stockholder proposal by March 5, 2005, then the management proxies may have the discretion to vote
against such stockholder proposal, even though such proposal is not discussed in the proxy statement.
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PROPOSAL 1

ELECTION OF DIRECTORS
General

A board of four (4) directors is to be elected at the Annual Meeting. Unless otherwise instructed, the proxy holders will vote the proxies
received by them for the Company's four nominees named below, all of whom are currently directors of the Company. In the event that any
nominee of the Company is unable or declines to serve as a director at the time of the Annual Meeting (neither of which events is expected), the
proxies will be voted for such nominee as shall be designated by the current Board of Directors to fill the vacancy.

Vote Required

A quorum comprising the holders of the majority of the outstanding shares of Common Stock on the Record Date must be present or
represented by proxy for the transaction of business at the Annual Meeting. Each share may vote for up to four director-nominees. Votes may
not be cumulated. If a quorum is present, the four nominees receiving the highest number of votes will be elected to the Board of Directors,
whether or not such number of votes for any individual represents a majority of the votes cast. Abstentions and broker non-votes will be counted
for purposes of determining the presence or absence of a quorum. Absentions and broker non-votes, however, will not be counted either in favor

of or against the proposal.

The term of office of each person elected as a director will continue until the next Annual Meeting or until his successor has been elected
and qualified.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE "FOR" EACH OF THE NOMINEES LISTED BELOW.
Nominees

The names of the nominees, their ages at Record Date and certain other information about them are set forth below.

Director
Name of Nominee Age Principal Occupation Since
Richard S. Ressler 45  President, Orchard Capital Corporation 1995
Zohar Loshitzer 46  Executive Vice President, j2 Global Communications, Inc. 1998
Stephen Ross 55 Consultant, Warner Brothers 2001
Steven F. Mayer 44 Managing Director, Cerebus Capital Management, LLC 2001

There is no family relationship between any director and any executive officer of the Company.

Richard S. Ressler has been the Chairman of the Board and a director since 1995. He was our Chief Executive Officer from October 1994
until February 1997 and our President from October 1994 until May 1995. He has served in each of these capacities pursuant to a consulting
agreement between the Company and Orchard Capital Corporation. Mr. Ressler is the founder and President of Orchard Capital, a firm that
provides investment capital and advice to companies (including MAI) in which Orchard Capital or its affiliates invest. He has been a principal of
Orchard Capital since 1994. Mr. Ressler is Chairman of CIM Group, Inc., which acts as an integrated real estate investment and management
services firm for institutional investors. He has been a principal of CIM Group and its predecessor since 1994. Mr. Ressler has been Chairman of
the Board and a director of j2 Global Communications, Inc., a leading unified messaging service provider, since 1997 and served as Chief
Executive Officer of j2 Global from March 1997 until January 2000, serving in each of these capacities pursuant to a consulting agreement
between j2 Global and Orchard Capital.
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Zohar Loshitzer was appointed to our Board of Directors in January 1998. From July 1997 through December 31, 2000, he was Chief
Information Officer, and in 2001 he became Executive Vice President, Corporate Strategy, for j2 Global Communications, Inc., a leading unified
messaging services provider. From July 1997 through November 29, 2000, he also served as a member of the Board of Directors of j2 Global
Communications, Inc. From August 2000 through December 31, 2001 he acted as a consultant with MAI Systems Corporation. Since 1995, he
has also been a Managing Director of Orchard Telecom, a telecommunications consulting firm. From 1987 until 1995, he was the general
manager and part owner of Life Alert, a nationwide emergency response service.

Stephen Ross was elected to our Board of Directors in May 2001. He is currently a consultant for Warner Brothers. From 1989 to 2001 he
was employed by Warner Brothers as Executive Vice President, Special Projects. He also served from 1992 through 2001 as a director of the
Sea World Property Trust (an Australian theme park company). From 1986 through 1989 he was employed by Lorimar Telepictures Corp. as
Senior Vice President and General Counsel. From 1981 through 1986 he worked with Telepictures Corp. where he was Senior Vice President,
General Counsel and a member of the board of directors. He is currently a consultant. He also serves as a director of Grill Concepts, Inc., a
restaurant company.

Steven F. Mayer was elected to our Board of Directors in May 2001. Since December 2002, he has been Managing Director of Cerberus
Capital Management, LLC, a private investment firm that manages funds and accounts with approximately $12.5 billion in aggregate committed
capital. Cerberus invests primarily in businesses exhibiting the potential for business improvement and manages holdings in the United States
and worldwide. From February 2002 until November 2002, Mr. Mayer was Executive Managing Director of Gores Technology Group, LLC, a
private investment and management firm. From November 1996 until September 2001, he was a Managing Director and co-head of Corporate
Finance of U.S. Bancorp Libra, the leveraged finance investment banking unit of U.S. Bancorp, and its predecessor company. He was also a
Managing Director of Libra Capital Partners, L.P., an affiliated private equity firm that sponsors and invests in management-led buyouts, later
stage growth financings, leveraged recapitalizations, corporate divestitures, and acquisitions. From June 1994 until November 1996, Mr. Mayer
was a managing director of Aries Capital Group, LLC, a private investment firm that he co-founded. From April 1992 until June 1994, when he
left to co-found Aries Capital Group, Mr. Mayer was a principal with Apollo Advisors, L.P. and Lion Advisors, L.P., affiliated private
investment firms. Prior to that time, Mr. Mayer was an attorney with Sullivan & Cromwell specializing in mergers, acquisitions, divestitures,
leveraged buyouts and corporate finance. Mr. Mayer currently serves as a director of Acterna Corporation, a leading telecommunications test
and measurement company and Airway Industries, Inc., a leading luggage and travel accessories company.

Executive Officers

The name, age and title of each executive officer of the Company, business experience for at least the past five years and certain other
information concerning each such executive officer has been furnished by the executive officer and is set forth below. Executive officers are
elected by the Board of Directors following the annual meeting of the Company's stockholders.

W. Brian Kretzmer, 50, has been our Chief Executive Officer since August 1999 and was appointed as our President on September 10,
2000. He also served as our Chief Financial Officer from August 1999 until March 2000. From August 1997 until July 1999 he was Executive
Vice President and Chief Financial Officer for Segue Corporation, a California based private company focused on providing support services to
computer manufacturers utilizing internet commerce. From July 1991 until July 1997 he held various positions with MAI Systems Corporation,
including Vice President, Corporate Development, Controller, Vice President, Finance, Chief Financial Officer, and Chief Information Officer.
From July 1995 until July 1996 he also served as the President and Chief Operating Officer of
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Gaming Systems International, which was at that time a wholly-owned subsidiary of MAI Systems Corporation.

James W. Dolan, 45, has been our Chief Financial Officer since March 2000 and our Chief Operating Officer since March 2001.
Previously, he served as our Vice President, Finance from September 1999 until March 2000. From 1985 to 1999, Mr. Dolan served in positions
of increasing responsibility with the accounting firm of KPMG LLP. Most recently, he was senior manager, Los Angeles and Orange County,
where he managed audit and consulting projects for companies ranging in size from start-up operations to large public multinational
organizations. Mr. Dolan also served as KPMG's senior audit manager to MAI from 1994 through 1997.

Board Meetings and Committees

The Board of Directors held one (1) meeting during the year ended December 31, 2003 and conducted business by written consent. The
Company expects all Board members to attend its Annual Meeting. The last annual meeting was attended by each Board member. The Board of
Directors has an Executive Committee, an Audit Committee and a Compensation Committee.

The Company does not have a Nominating Committee. The view of the Company's Board of Directors is that it is appropriate for the
Company not to have such a committee because each member of the Board participates in the consideration of director nominees. Of the four
Board members two are "independent' under the existing standards of the American Stock Exchange and two are not independent. The Board
will only consider director nominees that have the requisite industry or financial experience to be able to advise and direct senior management in
the Company's operations. The Board generally relies on its network of industry and financial contacts in evaluating potential Board members.
The Board members have determined not to currently consider proposed director recommendations from stockholders because of the present
limited size of the Board and its view that additional candidates, if required, are available through the Board's own network of prospects.

Our Executive Committee was formed in November 1998. Mr. Loshitzer is presently the only member of this committee. This committee
has all authority, consistent with the Delaware General Corporation Law, as may be granted to it by the Board of Directors. Presently, this
committee's sole function is to coordinate management presentations to the Board of Directors. The Executive Committee held no formal
meetings during 2003.

Our Audit Committee currently consists of Messrs. Ross and Mayer, with one vacancy, intended to be filled after the Annual Meeting of
Shareholders. None of the members of the Audit Committee have been our officers or employees and each member qualifies as an independent
director under the existing standards of the Securities and Exchange Commission, the Sarbanes-Oxley Act of 2002, and the rules of the
American Stock Exchange. The Board of Directors has determined that no member of the Audit Committee is an audit committee financial
expert. The Company believes that the level of financial experience of the current Audit Committee members is sufficient for the purpose of
their oversight of the Company's financial statements and operations. The Board of Directors adopted a written charter for the Audit Committee
on June 12, 2000, which was amended and restated on March 15, 2001, and then again on March 25, 2004. A copy of the current Audit
Committee Charter is set forth in Appendix A.

The Audit Committee held three (3) meetings during 2003 and also took actions by unanimous written consent. The Audit Committee has
the sole authority to appoint and, when deemed appropriate, replace our independent registered public accounting firm. The Audit Committee
has the responsibility to evaluate the qualifications and independence of our independent registered public accounting firm; to review and
approve the scope and results of the annual audit; to evaluate with the independent registered public accounting firm our financial staff and the
adequacy and effectiveness of our systems and internal financial controls; to review and discuss with management and the

6
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independent registered public accounting firm the content of our financial statements and clarity of our proposed communications with investors
regarding our operating results and other financial matters; to review significant changes to our accounting practices; to establish procedures for
receiving, retaining and investigating reports of illegal acts involving us and supervise the investigation of any such reports; and to provide
sufficient opportunity for the independent registered public accounting firm to meet with the committee without management present.

Our Compensation Committee currently consists of Messrs. Loshitzer and Ressler, with one vacancy, intended to be filled after the Annual
Meeting of Shareholders. The Compensation Committee held no meetings during 2003. The Compensation Committee reviews and approves the
Company's executive compensation policies.

During 2003, each incumbent director attended at least 75% of the aggregate of the meetings of the Board of Directors held during his
tenure and the meetings of committees of which such member was a member held during his tenure.

Shareholder Communications with Board Members

The Company encourages communications by its shareholders with Board members. Communications to Board members may be sent to
the Company, to the attention of the Company's Chief Executive Officer, 26110 Enterprise Way, Lake Forest, California 92630, and such
communications will be forwarded promptly to the Board member in question.

Director Compensation

We pay fees of $3,000 per calendar-year quarter to each of our non-employee directors, and $1,000 for each Board or Committee meeting
which is attended in person or telephonically. Additionally, we reimburse directors for their reasonable travel expenses to attend meetings.

In 2001 our Company's Non-Employee Directors Stock Option Plan (the "Directors' Plan") was discontinued and our 2001 Restricted Stock
Plan was implemented in lieu of the Director's Plan. Under the Director's Plan, each non-employee director was automatically granted a
nonstatutory option to purchase 6,250 shares of Common Stock on the date of each annual meeting of stockholders at which each such
non-employee director is reelected, provided that on such date, he or she has served on the Board of Directors for at least six months. Certain
directors continue to hold options granted pursuant to the Directors' Plan.

No options were exercised pursuant to the Directors' Plan in 2003.

Our Company's Restricted Stock Plan provides for issuance to each director of 50,000 shares of Common Stock on the date of his or her
appointment to the Board or his or her becoming eligible to participate in the Restricted Stock Plan. In 2001, the Board and shareholders
confirmed grants of 50,000 shares of restricted Common Stock to the current directors of which one-half, or 25,000 shares, have vested as of the
Record Date. An additional 12,500 shares will vest (i.e., become unrestricted) on May 21, 2004. The Restricted Stock Plan provides that upon a
change of control all shares granted pursuant to the plan shall become immediately exercisable in full.

Compensation Committee Interlocks and Insider Participation

The Compensation Committee currently consists of Messrs. Loshitzer and Ressler. One of our former officers, Richard S. Ressler, but no
current officer, serves on the Compensation Committee. Mr. Ressler provides, and Mr. Loshitzer has provided, consulting services to the
Company pursuant to consulting agreements that are disclosed below.

10
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Mr. Ressler's services as Chairman (and formerly as Chief Executive Officer) have been provided pursuant to a consulting agreement dated
August 15, 1994 (amended as of August 16, 1997, August 31, 1997, August 31, 1998, August 31, 1999, August 31, 2000, August 31, 2001,
August 31, 2002 and August 31, 2003) with Orchard Capital Corporation, Mr. Ressler's employer. Pursuant to that agreement, for Mr. Ressler's
services Orchard was paid $20,000 per month up through and including August 15, 1996, and was paid $24,000 per month up until October 1,
2003, at which time Orchard voluntarily decreased its fee to $12,000 per month.

In August, 1999, Orchard was granted options under the Company's 1993 Employee Stock Option Plan to purchase 225,000 shares of
Common Stock at $2.50 per share. All of these options are currently vested and they expire in August, 2009.

Commencing in 1999, Mr. Ressler became eligible to receive stock options under the Company's Non-Employee Director's Option Plan. He
currently holds options to acquire 50,000 shares of Common Stock under the Plan. Additionally, Mr. Ressler participates in the Company's 2001
Restricted Stock Plan and has received a grant of 50,000 shares of restricted Common Stock, of which 25,000 shares are vested, and another
12,500 shares will become vested on May 21, 2004 and the balance on May 21, 2005.

The compensation paid to Orchard pursuant to the consulting agreement and the amendments thereto was determined by the Compensation
Committee and the Board of Directors based upon various subjective factors such as Mr. Ressler's responsibilities, qualifications, years of
experience, individual performance, and perceived contributions to the Company.

11
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SECURITY OWNERSHIP OF MANAGEMENT

The following table sets forth the beneficial ownership of Common Stock as of the Record Date, by each director, by each of the current
executive officers named in the Summary Compensation Table, and by all directors and executive officers as a group.

Number of
Shares Approximate

Beneficially Percentage
Name (1) Owned Owned(1)
Richard S. Ressler (2) 3,341,308 22.77%
W. Brian Kretzmer (3) 781,867 5.12%
James W. Dolan (4) 345,833 2.32%
Zohar Loshitzer (5) 93,750 *
Stephen Ross (6) 43,750 i
Steven F. Mayer (7) 43,750 *
All current directors and executive officers as a group (6 persons) (8)(9) 4,650,258 31.69%

)

Designates less than 1%

)]
The address for all executive officers and directors is c/o MAI Systems Corporation, 26110 Enterprise Way, Lake Forest, CA 92630.
For each individual and group in the table, percentage ownership is calculated by dividing the number of shares beneficially owned by
such person, plus shares acquirable within 60 days of the Record Date by such person or group, by the sum of 14,675,752 shares of
Common Stock outstanding on the Record Date, plus shares of Common Stock acquirable within 60 days of the Record Date by such
person or group.

@
Includes 2,433,333 shares of Common Stock acquired by the Investor Group from CSA over which Mr. Ressler has voting and
dispositive control. Also includes 25,000 shares of Common Stock issuable upon exercise of options held by Mr. Ressler and 225,000
shares of Common Stock issuable upon exercise of options held by Orchard Capital Corporation, of which Mr. Ressler is the sole
stockholder, each of which are currently exercisable; and 9,375 shares of Common Stock issuable upon exercise of options held by
Mr. Ressler which are exercisable within 60 days of the Record Date and 12,500 shares of restricted Common Stock held by
Mr. Ressler which are due to become unrestricted within 60 days of the Record Date.

3)
Includes 558,333 shares of Common Stock issuable upon exercise of options or warrants held by Mr. Kretzmer which are currently
exercisable. Also includes 33,333 shares of Common Stock issuable upon exercise of options held by Mr. Kretzmer which are
exercisable within 60 days of the Record Date and 62,500 shares of restricted Common Stock held by Mr. Kretzmer which are due to
become unrestricted within 60 days of the Record Date.

)
Includes 216,666 shares of Common Stock issuable upon exercise of options held by Mr. Dolan which are currently exercisable. Also
includes 16,666 shares of Common Stock issuable upon exercise of options held by Mr. Dolan which are exercisable within 60 days of
the Record Date and 37,500 shares of restricted Common Stock held by Mr. Dolan which are due to become unrestricted within
60 days of the Record Date.

5
Includes 56,251 shares issuable upon exercise of options held by Mr. Loshitzer which are currently exercisable or are due to become
unrestricted within 60 days of the Record Date. Also includes 12,500 shares of restricted Common Stock held by Mr. Loshitzer which
are due to become unrestricted within 60 days of the Record Date.

12
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Includes 6,250 shares issuable upon exercise of options held by Mr. Ross which are currently exercisable and 12,500 shares of
restricted Common Stock held by Mr. Ross which are due to become unrestricted within 60 days of the Record Date.

O]

Includes 6,250 shares issuable upon exercise of options held by Mr. Mayer which are currently exercisable and 12,500 shares of

restricted Common Stock held by Mr. Mayer which are due to become unrestricted within 60 days of the Record Date.

®

Includes 1,575,833 shares currently issuable upon exercise of options or warrants held by directors, executive officers and employees

or issuable upon exercise of options or warrants within 60 days of the Record Date, and 150,000 shares of restricted Common Stock

which are due to become unrestricted within 60 days of the Record Date.

)]

After completion of the Management Equity/Conversion Transaction, the Investor Group (as defined in Proposal 2) as an entity,

combined with individual members of the Investor Group, will own more than a majority of the outstanding MAI shares and, if acting
together, will be able to control all matters requiring approval of MAI's shareholders, including the election of directors. The

ownership position of senior management, including officers and directors, and other members of the Investor Group will increase
from 6,124,108 shares, or 41.73% of the 14,675,752 outstanding shares, to 48,065,668 shares, or 84.90% of the outstanding shares.

The increased share ownership by the Investor Group will result in majority control by the Investor Group and represents a "change in

control' of the Company.

Summary Compensation Table

The following table shows, as to our Chairman, our Chief Executive Officer, and one other executive officer who served during the last

EXECUTIVE COMPENSATION

fiscal year, information concerning all compensation paid for services in all capacities during the last three fiscal years.

SUMMARY COMPENSATION TABLE

Annual Compensation

Long Term
Other Compensation Awards
Annual All
Compen- Restricted Securities Other
Sation Stock Underlying Comp.
Name and Principal Position Year Salary($) Bonus($) $) Awards Options(#) $)
Richard S. Ressler(1) 2003 $ 252,000(2)$ 0 $ 0 12,500(3) 6,250 $ 0
Chairman 2002 288,000(2) 0 0 12,500 6,250 0
2001 288,000 0 0 0 6,250 0
W. Brian Kretzmer(4) 2003 $ 240,000 $ 55,000 0 62,500(5) 0 0
Chief Executive Officer & 2002 240,000 0 0 62,500 100,000 0
President 2001 240,000 168,000 0 0 0 0
James W. Dolan(6) 2003 $ 200,000 $ 40,000 0 37,500(7) 0 0
Chief Financial and Operating 2002 200,000 0 0 37,500 50,000 0
Officer 2001 198,050 112,000 0 0 100,000 0

Footnotes to Table:

ey

Mr. Ressler is an employee of Orchard Capital Corporation, which provides his services to us through a consulting agreement.
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A portion of Mr. Ressler's 2002 and 2003 compensation has been accrued and not yet paid.
Mr. Ressler presently holds 25,000 shares of vested restricted stock as of December 31, 2003.

Mr. Kretzmer was appointed to the position of Chief Executive Officer effective August 2, 1999 and he assumed the position of Chief
Financial Officer effective August 17, 1999 (Mr. Kretzmer subsequently resigned as Chief Financial Officer on March 24, 2000 when
Mr. Dolan was elected to this position). He assumed the position of President effective September 10, 2000.

Mr. Kretzmer presently holds 125,000 shares of vested restricted stock as of December 31, 2003.

Mr. Dolan was appointed to the position of Chief Financial Officer effective March 24, 2000 and to the position of Chief Operating
Officer effective March 10, 2001. Previously, from September 1999 through March 2000 he served as our Vice President, Finance.

Mr. Dolan presently holds 75,000 shares of vested restricted stock as of December 31, 2003.

Options Granted in Last Fiscal Year

The following table sets forth certain information regarding grants of stock options made during the fiscal year ended December 31, 2003 to
the Company's chairman and executive officers named in the Summary Compensation Table:

Potential Realizable
Value at

Assumed Annual Rates

of Stock Price
Appreciation for
Number of Option Term (1)
Securities
Underlying % of Total
Options Options Granted Exercise Price Expiration 5% 10%
Name Granted (2) In Fiscal Year (3) ($/Share) (4) Date &) [€))
Richard Ressler N/A N/A N/A N/A N/A N/A
W. Brian Kretzmer N/A N/A N/A N/A N/A N/A
James Dolan N/A N/A N/A N/A N/A N/A
(n
Potential realizable value is based on the assumption that the Common Stock appreciates at the annual rate shown (compounded
annually) from the date of grant until the expiration of the option term. These numbers are calculated based on the requirements
promulgated by the Securities and Exchange Commission and do not represent an estimate by the Company of future stock price
growth.
2
There were no stock options granted by us in 2003.
3
Options are granted at an exercise price equal to the market value of the Common Stock as listed on the OTC Bulletin Board.
4

The exercise price and tax withholding obligations may be paid in cash and, subject to certain conditions or restrictions, by delivery of
already-owned shares or pursuant to a cashless exercise procedure under which the optionee provides irrevocable instructions to a
brokerage firm to sell the purchased shares and to remit to the Company, out of the sale proceeds, an amount equal to the exercise
price plus all applicable withholding taxes.

15



Edgar Filing: MAI SYSTEMS CORP - Form PRER14A

11

16



Edgar Filing: MAI SYSTEMS CORP - Form PRER14A

Aggregated Option Exercises in Last Fiscal Year and Fiscal Year End Option Values

No options were exercised by any of the executive officers during the year ended December 31, 2003. The value of the options held at the
end of the year are set forth in the following table:

VALUE OF UNEXERCISED STOCK OPTIONS AT END OF YEAR

Number of Securities Underlying

Unexercised Value of Unexercised
Options at Fiscal In-The-Money Options at
Year-End (#) Fiscal Year-End ($) (1)
Name Exercisable Unexercisable Exercisable Unexercisable
Richard S. Ressler 259,376(2) 15,626 $ 0.00 $ 0.00
W. Brian Kretzmer 558,333(3) 66,667 $ 0.00 $ 0.00
James W. Dolan 183,334 66,666 $ 0.00 $ 0.00

€]

Market value of underlying securities at fiscal year end ($0.14 per share), minus the exercise price.

@
Includes 225,000 options that were granted to Orchard Capital Corporation, Mr. Ressler's employer, at $2.50 per share, which expire
in August 2009.

3)
Includes 225,000 warrants issued to Mr. Kretzmer in May 2000 which have a ten year term with an exercise price of $0.56 per share.
The exercise price of these warrants will increase with the fair market value of Common Stock when the fair market value exceeds
$2.81 per share.

Employment Contracts and Change of Control Arrangements

We currently have no employment contracts with any of our executive officers named in the Summary Compensation Table above (but we
do have a consulting agreement with Orchard Capital Corporation which supplies the services of Richard S. Ressler, our Chairman). (See
"Compensation Committee Interlocks and Investor Participation.") Our 1993 Employee Stock Option Plan and Non-Employee Directors' Stock
Option Plan each provide that upon a change of control all options granted pursuant to the plans shall become immediately exercisable in full.
There are similar provisions in effect for warrants and restricted stock granted to officers and directors.
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REPORT OF THE COMPENSATION COMMITTEE OF THE BOARD OF DIRECTORS ON EXECUTIVE COMPENSATION
General

The policy of the Company regarding the compensation of its executive officers is to maintain a total compensation program which would
retain the services of key executives and (a) assure the availability of their skills for the benefit of the Company, (b) secure to the Company
freedom from competition by such persons within reasonable and lawful limits, and (c) provide appropriate base compensation, benefits, and
financial incentives through bonus, severance and other employment-related programs. The Compensation Committee of the Board of Directors
recommends, subject to the Board's approval, executive compensation, including the compensation of the Chairman and the Chief Executive
Officer. The Compensation Committee or the Board of Directors determines and approves stock option grants for all employees, including the
Chief Executive Officer. The Committee currently comprises two non-employee directors, one of whose services are provided pursuant to a
consulting agreement between MAI and his employer.

Compensation Philosophy

The Company operates in the highly competitive and rapidly changing high technology industry. The goals of the Company's compensation
program are to align compensation with the Company's overall business objectives and performance, to foster teamwork, and to enable the
Company to attract, retain and reward employees who contribute to its long-term success. The Committee also seeks to establish compensation
policies that allow the Company flexibility to respond to changes in its business environment.

Compensation Components

Compensation for the Company's executive officers generally consists of salary, annual incentive, and stock option and restricted stock
awards. The Committee assesses past performance, anticipated future contributions and various subjective factors such as their responsibilities,
qualifications, and years of experience in establishing the total amount an