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DEMANDTEC, INC.

One Franklin Parkway, Building 910
San Mateo, CA 94403

Dear Stockholder:

You are cordially invited to attend a special meeting of stockholders of DemandTec, Inc. ("DemandTec") to be held on
[ ], at [11:00 a.m.], local time, at [DemandTec's corporate headquarters, One Franklin Parkway, Building 910, San Mateo,
California 94403].

At the special meeting, you will be asked to consider and vote upon a proposal to adopt the Agreement and Plan of Merger, dated as of
December 7, 2011, by and among International Business Machines Corporation ("IBM"), Cudgee Acquisition Corp., a wholly-owned subsidiary
of IBM, and DemandTec, as such agreement may be amended from time to time. Pursuant to the merger agreement, Cudgee Acquisition Corp.
will merge with and into DemandTec and as a result, under Delaware law, DemandTec will become a wholly-owned subsidiary of IBM. We are
also asking that you grant the authority to vote your shares in favor of adopting the merger, to adjourn the special meeting to a later date, if
necessary or appropriate, to solicit additional proxies in the event there are not sufficient votes in favor of adoption of the merger agreement at
the time of the special meeting and to approve, on an advisory (non-binding) basis, certain "golden parachute” compensation that may be paid or
become payable to DemandTec's named executive officers in connection with the merger, including the agreements and understandings with
DemandTec pursuant to which such compensation may be paid or become payable.

If the merger is completed, DemandTec stockholders will be entitled to receive $13.20 in cash, without interest and less any applicable
withholding taxes, for each share of DemandTec common stock owned by them as of the date of the merger (unless they have properly and
validly perfected their statutory rights of appraisal with respect to the merger).

Our board of directors unanimously determined that the terms and conditions of the merger and the merger agreement are fair to and

advisable and in the best interests of DemandTec and our stockholders. Accordingly, our board of directors has unanimously approved the
merger agreement, the merger and the other transactions contemplated thereby, and unanimously recommends that you vote "FOR"
the adoption of the merger agreement, "FOR'' approval of the proposal to adjourn the special meeting, if necessary or appropriate, to
solicit additional proxies and '""FOR'' the approval, on an advisory (non-binding) basis, of certain '"golden parachute'' compensation
that may be paid or become payable to DemandTec's named executive officers in connection with the merger, including the agreements
and understandings with DemandTec pursuant to which such compensation may be paid or become payable.

Our board of directors considered a number of factors in evaluating the transaction and consulted with our legal and financial advisors. The
enclosed proxy statement provides detailed information about the merger agreement and the merger. We encourage you to read this proxy
statement carefully in its entirety.

Your vote is very important, regardless of the number of shares you own. The proposal to adopt the merger agreement must be approved
by the holders of a majority of the outstanding shares of our common stock entitled to vote at the special meeting. Therefore, if you do not return
your proxy card in the mail, submit a proxy via the Internet or telephone or attend the special meeting and vote in person, then your decision not
to respond will have the same effect as if you voted "AGAINST" adoption of the merger agreement. Failure to vote and abstentions will have no
effect on the adjournment proposal or the proposal regarding "golden parachute" compensation. Only stockholders
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who owned shares of DemandTec common stock at the close of business on [ ], the record date for the special meeting, will be
entitled to vote at the special meeting. To vote your shares, you may return your proxy card, submit a proxy via the Internet or telephone or
attend the special meeting and vote in person. Even if you plan to attend the meeting, we urge you to promptly submit a proxy for your
shares via the Internet or telephone or by completing, signing, dating and returning the enclosed proxy card.

If you sign, date and return your proxy card or submit a proxy via the Internet or telephone without indicating how you wish to vote, your
proxy will be voted "FOR" the adoption of the merger agreement, "FOR" the adjournment of the special meeting to a later date, if necessary or
appropriate, to solicit additional proxies in the event there are not sufficient votes in favor of adoption of the merger agreement at the time of the
special meeting and "FOR" the approval, on an advisory (non-binding) basis, of certain "golden parachute" compensation that may be paid or
become payable to DemandTec's named executive officers in connection with the merger, including the agreements and understandings with
DemandTec pursuant to which such compensation may be paid or become payable. If you fail to submit a proxy, your shares will not be counted
for purposes of determining whether a quorum is present at the special meeting. If you attend the special meeting and wish to vote in person, you
may revoke your proxy and vote in person.

Thank you for your continued support of DemandTec.

Sincerely,

DANIEL R. FISHBACK

President and Chief Executive Officer
This proxy statement is dated [ ] and is first being mailed to stockholders of DemandTec on or about [ 1.
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DEMANDTEC, INC.

One Franklin Parkway, Building 910
San Mateo, CA 94403

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS AND PROXY STATEMENT
To the Stockholders of DemandTec, Inc.:

DemandTec, Inc., a Delaware corporation ("DemandTec"), will hold a special meeting of stockholders at [DemandTec's corporate
headquarters, One Franklin Parkway, Building 910, San Mateo, California 94403], at [11:00 a.m.], local time, on [ ], for the following
purposes:

To consider and vote upon the adoption of the Agreement and Plan of Merger, dated as of December 7, 2011, by and among
International Business Machines Corporation, a New York corporation ("IBM"), Cudgee Acquisition Corp., a Delaware
corporation and wholly-owned subsidiary of IBM, and DemandTec, as such agreement may be amended from time to time;

To consider and vote upon the adjournment of the special meeting to a later date, if necessary or appropriate, to solicit
additional proxies in the event there are not sufficient votes in favor of adoption of the merger agreement at the time of the
special meeting; and

To consider and vote on a proposal to approve, on an advisory (non-binding) basis, certain "golden parachute" compensation
that may be paid or become payable to DemandTec's named executive officers in connection with the merger, including the
agreements and understandings with DemandTec pursuant to which such compensation may be paid or become payable.

Only record holders of DemandTec common stock at the close of business on [ ] are entitled to receive notice of, and will be entitled
to vote at, the special meeting, including any adjournments or postponements of the special meeting. Your vote is important, regardless of the
number of shares of DemandTec's common stock you own. The affirmative vote of the holders of a majority of the outstanding shares of our
common stock entitled to vote at the special meeting is required to adopt the merger agreement, and the affirmative vote of the holders of a
majority in voting power of the shares of our common stock present or represented by proxy at the special meeting and casting a vote for or
against such matters is required to approve both the proposal to adjourn the special meeting and the proposal to approve certain "golden
parachute” compensation, provided that a quorum is present. In the event that a quorum is not present in person or represented by proxy at the
special meeting, it is expected that the special meeting will be adjourned by the chairman of the meeting to solicit additional proxies.

Under Delaware law, if the merger is completed, holders of DemandTec common stock who do not vote in favor of adoption of the merger
agreement will have the right to seek appraisal of the fair value of their shares as determined by the Delaware Court of Chancery. In order to
exercise your appraisal rights, you must (i) submit a written demand for an appraisal of your shares prior to the stockholder vote on the merger
agreement, (ii) not vote in favor of adoption of the merger agreement and (iii) comply with other Delaware law procedures explained in the
accompanying proxy statement. See "The Merger Appraisal Rights" beginning on page 49 of the proxy statement and Annex C to the proxy
statement.

You are cordially invited to attend the special meeting in person. Whether or not you expect to attend the special meeting, please complete,
date, sign and return the enclosed proxy, or vote over the telephone or the Internet as instructed in these materials, as promptly as possible in
order to ensure your representation at the special meeting. A return envelope (which is postage prepaid if mailed in the United States) is enclosed
for your convenience. Even if you have voted by proxy, you may still vote in person if you attend the special meeting. Please note, however, that
if your shares are held of
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record by a broker, bank or other nominee and you wish to vote at the special meeting, you must obtain a proxy issued in your name from that
record holder.

If you sign, date and return your proxy card or submit a proxy via the Internet or telephone without indicating how you wish to vote, your
proxy will be voted "FOR" the adoption of the merger agreement, "FOR" the adjournment of the special meeting to a later date, if necessary or
appropriate, to solicit additional proxies in the event there are not sufficient votes in favor of adoption of the merger agreement at the time of the
special meeting and "FOR" the approval, on an advisory (non-binding) basis, of certain "golden parachute" compensation that may be paid or
become payable to DemandTec's named executive officers in connection with the merger, including the agreements and understandings with
DemandTec pursuant to which such compensation may be paid or become payable. If you fail to return your proxy card and do not submit your
proxy via the Internet or by telephone, your shares will effectively be counted as a vote against adoption of the merger agreement, will not be
counted for purposes of determining whether a quorum is present at the special meeting and will have no effect on either (i) the proposal to
adjourn the special meeting to a later date, if necessary or appropriate, to permit solicitations of additional proxies or (ii) approval, on an
advisory (non-binding) basis, of certain "golden parachute" compensation that may be paid or become payable to DemandTec's named executive
officers in connection with the merger, including the agreements and understandings with DemandTec pursuant to which such compensation
may be paid or become payable, if a quorum is present. If you do attend the special meeting and wish to vote in person, you may revoke your
proxy and vote in person. You may revoke your proxy in the manner described in the enclosed proxy statement at any time before it has been
voted at the special meeting.

Our board of directors unanimously recommends that you vote "FOR" adoption of the merger agreement, "FOR" adjournment of the
special meeting to a later date, if necessary or appropriate, to solicit additional proxies in the event there are not sufficient votes in favor of
adoption of the merger agreement at the time of the special meeting and "FOR" the approval, on an advisory (non-binding) basis, of certain
"golden parachute" compensation that may be paid or become payable to DemandTec's named executive officers in connection with the merger,
including the agreements and understandings with DemandTec pursuant to which such compensation may be paid or become payable.

The merger is described in the accompanying proxy statement, which we urge you to read carefully. A copy of the merger agreement is
attached as Annex A to the proxy statement.

By Order of the Board of Directors,

MICHAEL J. MCADAM

General Counsel and Corporate Secretary
San Mateo, California

[ >
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YOUR VOTE IS IMPORTANT.

Whether or not you expect to attend the special meeting, please complete, date, sign and return the enclosed proxy card, or vote
over the telephone or the Internet as instructed in these materials, as promptly as possible in order to ensure your representation at the
special meeting. A return envelope (which is postage prepaid if mailed in the United States) is enclosed for your convenience. Even if you
have voted by proxy, you may still vote in person if you attend the special meeting. Please note, however, that if your shares are held of
record by a broker, bank or other nominee and you wish to vote at the special meeting, you must obtain a proxy issued in your name
from that record holder.
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QUESTIONS AND ANSWERS ABOUT THE SPECIAL MEETING AND THE MERGER

The following Q&A 1is intended to address some commonly asked questions regarding the special meeting of stockholders and the merger.
These questions and answers may not address all questions that may be important to you as a DemandTec stockholder. We urge you to read
carefully the more detailed information contained elsewhere in this proxy statement, the annexes to this proxy statement and the documents we
refer to in this proxy statement.

Except as otherwise specifically noted in this proxy statement, "we," "our," "us" and similar words in this proxy statement refer to
DemandTec, Inc. In addition, throughout this proxy statement, we refer to DemandTec, Inc., as "DemandTec," to Cudgee Acquisition Corp. as
"merger sub" and to International Business Machines Corporation as "IBM."

The Special Meeting
Q: Why am I receiving this proxy statement?

A:
Our board of directors is furnishing this proxy statement in connection with the solicitation of proxies to be voted at a special meeting
of our stockholders, or at any adjournments or postponements of the special meeting, at which our stockholders will be asked to vote
to adopt the merger agreement that we describe herein.

Q: Where and when is the special meeting of stockholders?

The special meeting of our stockholders will be held on [ ] at [11:00 a.m.], local time, at [DemandTec's corporate
headquarters, One Franklin Parkway, Building 910, San Mateo, California 94403].

Q: What am I being asked to vote on?

You are being asked to grant to the proxies identified in the enclosed proxy card authority to vote to adopt a merger agreement that
provides for the acquisition of DemandTec by IBM. The proposed acquisition would be accomplished through a merger of Cudgee
Acquisition Corp., a wholly-owned subsidiary of IBM, which we refer to as merger sub, with and into DemandTec. As a result of the
merger, we will become a wholly-owned subsidiary of IBM, and our common stock will cease to be listed on The NASDAQ Global
Market, will not be publicly traded and will be deregistered under the Securities Exchange Act of 1934, as amended, which we refer to
in this proxy statement as the Securities Exchange Act.

In addition, you are being asked to grant to the proxies identified in the enclosed proxy card discretionary authority to adjourn the
special meeting to a later date, if necessary or appropriate, to solicit additional proxies in the event there are not sufficient votes in
favor of adoption of the merger agreement. If we do not receive proxies from stockholders holding a sufficient number of shares to
adopt the merger agreement, we could use the additional time to solicit additional proxies in favor of adoption of the merger
agreement.

Additionally, you are being asked to approve, on an advisory (non-binding) basis, certain "golden parachute" compensation that may
be paid or become payable to DemandTec's named executive officers in connection with the merger, including the agreements and
understandings with DemandTec pursuant to which such compensation may be paid or become payable.

Q: How does DemandTec's board recommend that I vote?

A:
At a meeting held on December 6, 2011, our board of directors unanimously approved the merger agreement and determined that the

merger agreement and the terms and conditions of the merger

il

11



Edgar Filing: DemandTec, Inc. - Form PREM14A

Table of Contents

and the merger agreement are fair to and advisable and in the best interests of DemandTec and its stockholders. Our board of directors
unanimously recommends that you vote "FOR" the adoption of the merger agreement, "FOR" the proposal to adjourn the special
meeting to a later date, if necessary or appropriate, to solicit additional proxies in the event there are not sufficient votes in favor of
adoption of the merger agreement at the time of the special meeting and "FOR" the approval, on an advisory (non-binding) basis, of
certain "golden parachute" compensation that may be paid or become payable to DemandTec's named executive officers in connection
with the merger, including the agreements and understandings with DemandTec pursuant to which such compensation may be paid or
become payable.

The Proposed Merger

Q: What will I be entitled to receive pursuant to the merger?

A:
As a result of the merger, our stockholders will be entitled to receive $13.20 in cash, without interest and less any applicable
withholding taxes, for each share of our common stock they own as of the date of the completion of the merger. For example, if you
own 100 shares of our common stock, you will be entitled to receive $1,320 in cash, without interest, less any applicable withholding
taxes, in exchange for your 100 shares upon the completion of the merger. You will not own shares in the surviving corporation.

Q: What regulatory approvals and filings are needed to complete the merger?

A:
The merger is subject to compliance with the applicable requirements of the Hart-Scott-Rodino Antitrust Improvements Act of 1976,
as amended, or the HSR Act, and clearance under the antitrust laws of various foreign jurisdictions. See "The Merger Regulatory
Matters" beginning on page 58.

Q: When do you expect the merger to be completed?

A:
We are working toward completing the merger as quickly as possible and currently expect to consummate the merger in the first
quarter of calendar year 2012. In addition to obtaining stockholder approval, we must satisfy all other closing conditions, including the
receipt of regulatory approvals.

Q: What rights do I have if I oppose the merger?

A:
Stockholders of record as of the record date are entitled to appraisal rights under Delaware law by following the procedures and
satisfying the requirements specified in Section 262 of the General Corporation Law of the State of Delaware. A copy of Section 262
is attached as Annex C to this proxy statement. See "The Merger Appraisal Rights" beginning on page 49.

Q: What will happen to outstanding DemandTec equity compensation awards in the merger?

A:

At the effective time of the merger:

each unexercised and outstanding option to acquire shares of our common stock to the extent (i) vested (or vesting in
connection with the merger), (ii) held by any of our or our subsidiaries' non-employee directors, consultants or independent
contractors (other than certain unvested options described in the following bullet) or (iii) such option has an exercise price
per share greater than or equal to the merger consideration of $13.20 per share will be cancelled and will be converted into
the right of the holder thereof to receive an amount in cash as described below in " Treatment of Outstanding Stock Options'
beginning on page 53;

v
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each outstanding option to acquire our common stock that is unvested, held by certain of our or our subsidiaries' consultants
or independent contractors and that has an exercise price per share less than the per share merger consideration of $13.20
will be cancelled. IBM will pay each holder of such an option an amount in cash determined as described below in

" Treatment of Outstanding Stock Options" beginning on page 53;

each outstanding option to acquire shares of our common stock not being cancelled in one of the manners described above
will be converted into an option, subject to substantially the same terms and conditions as were applicable to the option prior
to the effective time of the merger, to acquire the number of shares of IBM's common stock with an exercise price per share,

each determined as described below in " Treatment of Outstanding Stock Options" beginning on page 53;

each outstanding and unsettled restricted stock unit, which we refer to as a RSU, to the extent (i) vested (or vesting in
connection with the merger) or (ii) held by any of our or our subsidiaries' non-employee directors, consultants or
independent contractors (other than certain unvested RSUs described in the following bullet) will be cancelled and will be
converted into the right of the holder thereof to receive an amount in cash as described below in " Treatment of Outstanding

Restricted Stock Units" beginning on page 54;

each outstanding RSU that is unvested and held by certain of our or our subsidiaries' consultants or independent contractors
will be cancelled. IBM will pay each holder of such an RSU an amount in cash as described below in " Treatment of

Outstanding Restricted Stock Units" beginning on page 54;

each outstanding RSU not cancelled in one of the manners described above will be converted at the effective time of the
merger into an RSU, subject to substantially the same terms and conditions as were applicable to the RSU prior to the
effective time of the merger, with respect to a number of shares of IBM's common stock determined as described below in

" Treatment of Outstanding Restricted Stock Units" beginning on page 54. If an RSU is subject to performance-based vesting
conditions for which the performance period is scheduled to end following the effective time of the merger, the number of
shares underlying the converted IBM RSU will be determined based on the assumption that the performance conditions
applicable to such RSU were met at 100% of target performance, and each such RSU will vest, following the effective time

of the merger, solely on the basis of the service-based vesting conditions applicable to such RSU; and

if the effective time of the merger is on or prior to April 13, 2012 (the last trading day of the current offering period under
our 2007 Employee Stock Purchase Plan, which we refer to as the ESPP), the ESPP and the offering period in progress will
terminate on the last trading day prior to the effective time of the merger after the exercise of outstanding purchase rights as
described below in " Treatment of Purchase Rights under 2007 Employee Stock Purchase Plan" beginning on page 54. If the
effective time of the merger is after April 13, 2012, all purchase rights under the ESPP will be exercised in accordance with
the ESPP on April 13, 2012 and the ESPP will be suspended for future offering periods as of such date.

Q: Will the merger be taxable to me?

A:

The receipt of cash pursuant to the merger will be a taxable transaction for U.S. federal income tax purposes and may also be a taxable
transaction under applicable state, local or foreign income or other tax laws. Generally, for U.S. federal income tax purposes, a U.S.
stockholder will recognize gain or loss equal to the difference between the amount of cash received by the stockholder in the merger
and the stockholder's adjusted tax basis in the shares of our common stock converted into cash in the merger. If you are a non-U.S.
holder, the merger will generally

13
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not be a taxable transaction to you under U.S. federal income tax laws unless you have certain connections to the United States, but
may be a taxable transaction to you under non-U.S. federal income tax laws, and you are encouraged to seek tax advice regarding such
matters. Because individual circumstances may differ, we recommend that you consult your own tax advisor to determine the
particular tax effects to you. See "The Merger Material United States Federal Income Tax Consequences of the Merger" beginning on
page 55.

Voting and Proxy Procedures

Q:

A:

Q:

Who is entitled to vote at the special meeting?

Only stockholders of record as of the close of business on [ ] are entitled to receive notice of the special meeting and to vote
the shares of our common stock that they held at that time at the special meeting or at any adjournments or postponements of the
special meeting.

What vote is required to adopt the merger agreement?

Adoption of the merger agreement requires the affirmative vote of the holders of a majority of the outstanding shares of our common
stock entitled to vote at the special meeting.

As of [ ], the record date for determining who is entitled to vote at the special meeting, there were [ ] shares of our
common stock issued and outstanding.

Q: What vote is required to adjourn the special meeting to a later date, if necessary or appropriate, in order to solicit additional
proxies from our stockholders in the event there are not sufficient votes in favor of adoption of the merger agreement at the time of the
special meeting?

A:

Approval of the proposal to adjourn the special meeting to a later date, if necessary or appropriate, in order to solicit additional proxies
from our stockholders in the event there are not sufficient votes in favor of adoption of the merger agreement at the time of the special
meeting requires the affirmative vote of the holders of a majority in voting power of the shares of our common stock present or
represented by proxy at the special meeting and casting a vote for or against such matter, provided that a quorum is present. In the
event that a quorum is not present in person or represented by proxy at the special meeting, it is expected that the special meeting will
be adjourned by the chairman of the meeting to solicit additional proxies.

Our by-laws provide that a quorum is present at the special meeting if the holders of a majority in voting power of the shares of our
common stock issued and outstanding and entitled to vote at the meeting are present in person or represented by proxy.

Q: What vote is required to approve the non-binding proposal regarding the '"golden parachute'' compensation that the named
executive officers of DemandTec will or may receive in connection with the merger?

A:

Approval of the non-binding proposal regarding the "golden parachute" compensation that the named executive officers of the
Company will or may receive in connection with the merger requires the affirmative vote of the holders of a majority in voting power
of the shares of our common stock present or represented by proxy at the special meeting and casting a vote for or against such matter,
provided that a quorum is present. In the event that a quorum is not present in person or represented by proxy at the special meeting, it
is expected that the special meeting will be adjourned by the chairman of the meeting to solicit additional proxies.

Our by-laws provide that a quorum is present at the special meeting if the holders of a majority in voting power of the shares of our
common stock issued and outstanding and entitled to vote at the meeting are present in person or represented by proxy.

vi
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Q: Why am I being asked to cast a non-binding, advisory vote to approve the ''golden parachute' compensation that the named
executive officers of DemandTec will or may receive in connection with the merger?

A:

Q:

Q:

Q:

Q:

Section 14A of the Securities Exchange Act requires us to conduct an advisory (non-binding) vote with respect to certain "golden
parachute" compensation that may be paid or become payable made to DemandTec's named executive officers in connection with the
merger, and the agreements and understandings with DemandTec pursuant to which such compensation may be paid or become
payable.

What will happen if our stockholders do not approve the ''golden parachute' compensation at the special meeting?

Approval of the "golden parachute" compensation that may be paid or become payable to DemandTec's named executive officers in
connection with the merger is a vote separate and apart from the vote to adopt the merger agreement and is not a condition to
completion of the merger. The vote with respect to the "golden parachute" compensation is an advisory vote and will not be binding on
DemandTec or IBM. Therefore, if the merger is approved by our stockholders and completed, the "golden parachute" compensation
will be paid to the named executive officers if and when due, regardless of the outcome of the advisory vote on "golden parachute"
compensation.

If my broker holds my shares in ''street name," will my broker vote my shares for me?

No. Your broker will not be able to vote your shares without instructions from you. You should instruct your broker to vote your
shares following the procedure provided by your broker. Without instructions, your shares will not be voted, which will have the same
effect as if you voted "AGAINST" the adoption of the merger agreement but will have no effect on either (i) the proposal to adjourn
the special meeting to a later date, if necessary or appropriate, to permit solicitations of additional proxies or (ii) approval, on an
advisory (non-binding) basis, of certain "golden parachute" compensation that may be paid or become payable to DemandTec's named
executive officers in connection with the merger, including the agreements and understandings with DemandTec pursuant to which
such compensation may be paid or become payable.

What do I need to do now?

We urge you to read this proxy statement carefully and consider how the merger affects you. Then mail your completed, dated and
signed proxy card in the enclosed return envelope as soon as possible, or submit a proxy via the Internet or telephone, so that your
shares can be voted at the special meeting of our stockholders. If you hold your shares of our common stock in "street name," follow

the instructions you receive from your broker or bank. Please do not send your stock certificates with your proxy card.

May I vote in person?

Yes. If your shares are registered in your name, you may attend the special meeting and vote your shares in person, rather than signing
and returning your proxy card or submitting a proxy via the Internet or telephone. If your shares are held in "street name," you must
obtain a proxy from your broker or other nominee in order to attend the special meeting and vote in person. Even if you plan to attend
the special meeting in person, we urge you to complete, sign, date and return the enclosed proxy card or submit a proxy via the
Internet or telephone to ensure that your shares will be represented at the special meeting.

vii
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Q: How do I vote my shares of common stock? May I submit a proxy via the Internet or telephone?

A:

If your shares are registered in your name, you may cause your shares to be voted by returning a signed proxy card or vote in person at
the special meeting. Additionally, you may submit a proxy authorizing the voting of your shares via the Internet at
[www.eproxy.com/dman] or telephonically by calling [1-800-560-1965] in the United States and [ ] from foreign countries.
You must have the enclosed proxy card available and follow the instructions on the proxy card in order to submit a proxy via the
Internet or telephone.

If your shares are held in "street name" through a broker or other nominee, you may provide voting instructions by completing and
returning the voting form provided by your broker or nominee, or via the Internet or telephone through your broker or nominee, if such
a service is provided. To provide voting instructions via the Internet or telephone through your broker or nominee, you should follow
the instructions on the voting form provided by your broker or nominee.

Q: What happens if I do not return my proxy card, submit a proxy via the Internet or telephone or attend the special meeting and vote
in person?

A:

The adoption of the merger agreement requires the affirmative vote of the holders of a majority of the outstanding shares of our
common stock entitled to vote at the special meeting. Therefore, if you do not return your proxy card, submit a proxy via the Internet
or telephone, or attend the special meeting and vote in person, it will have the same effect as if you voted "AGAINST" the adoption of
the merger agreement. In the event that a quorum is not present in person or represented by proxy at the special meeting, it is expected
that the special meeting will be adjourned by the chairman of the meeting to solicit additional proxies. If a quorum is present in person
or represented by proxy at the special meeting, approval of (i) the proposal to adjourn the special meeting to a later date, if necessary
or appropriate, to solicit additional proxies in the event there are not sufficient votes in favor of adoption of the merger agreement at
the time of the special meeting and (ii) the proposal regarding "golden parachute" compensation require the affirmative vote of the
holders of a majority in voting power of the shares of our common stock present or represented by proxy at the special meeting and
casting a vote for or against such matters and, therefore, if you do not vote in person or by proxy, it will have no effect on the outcome
of such proposals.

Q: May I change my vote after I have mailed my signed proxy card or delivered a proxy via the Internet or telephone?

A:

Yes. You may change your vote at any time before your proxy card is voted at the special meeting. If you have sent a proxy directly to
DemandTec, you may revoke your proxy by:

delivering a written revocation of the proxy or a later dated, signed proxy card, to our Corporate Secretary at our corporate
offices at DemandTec, Inc., One Franklin Parkway, Building 910, San Mateo, California 94403, on or before the business

day prior to the special meeting;

delivering a new, later dated proxy by telephone or via the Internet until immediately prior to the special meeting;

delivering a written revocation or a later dated, signed proxy card to us at the special meeting prior to the taking of the vote
on the matters to be considered at the special meeting; or

attending the special meeting and voting in person.

If you have instructed a broker or other nominee to vote your shares, you may revoke your proxy only by following the directions
received from your broker or nominee to change those instructions.

viii
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Q:

Q:

Q:

Q:

Revocation of a proxy will not affect any vote taken prior to revocation. Attendance at the special meeting will not in itself constitute
the revocation of a proxy; you must vote in person at the special meeting to revoke a previously delivered proxy.

What should I do if I receive more than one set of voting materials?

You may receive more than one set of voting materials, including multiple copies of this proxy statement and multiple proxy cards or
voting instruction cards. For example, if you hold your shares in more than one brokerage account, you will receive a separate voting
instruction card for each brokerage account in which you hold shares. If you are a stockholder of record and your shares are registered
in more than one name, you will receive more than one proxy card. Please complete, sign, date and return (or submit via the Internet or
telephone with respect to) each proxy card and voting instruction card that you receive.

What happens if I sell or otherwise transfer my shares of DemandTec common stock before the special meeting?

The record date for the special meeting is earlier than the date of the special meeting and the date that the merger is expected to be
completed. If you sell or otherwise transfer your shares of our common stock after the record date but before the special meeting, you
will retain your right to vote at the special meeting but will transfer the right to receive the merger consideration and lose the right to
seek appraisal. Even if you sell or otherwise transfer your shares of our common stock after the record date, we urge you to complete,
sign, date and return the enclosed proxy or submit your proxy via the Internet or telephone.

Should I send in my stock certificates now?

No. After the merger is completed, you will receive written instructions for exchanging your shares of our common stock for the
merger consideration of $13.20 in cash, without interest and less any applicable withholding taxes, for each share of our common
stock you hold.

Who can help answer my questions?

If you would like additional copies, without charge, of this proxy statement or if you have questions about the merger, including the
procedures for voting your shares, you should contact:

DemandTec, Inc.

Attn: Investor Relations

One Franklin Parkway, Building 910
San Mateo, CA 94403

Telephone: (650) 645-7103

Neither the Securities and Exchange Commission nor any state securities regulatory agency has approved or disapproved the

merger, passed upon the merits or fairness of the merger or passed upon the adequacy or accuracy of the disclosures in this proxy
statement. Any representation to the contrary is a criminal offense.

ix
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FORWARD-LOOKING INFORMATION

This proxy statement contains "forward-looking statements," as defined in Section 27A of the Securities Act of 1933, as amended, and
Section 21E of the Securities Exchange Act that are based on our current expectations, assumptions, beliefs, estimates and projections about our
company and our industry. The forward-looking statements are subject to various risks and uncertainties that could cause actual results to differ
materially from those described in the forward-looking statements. Generally, these forward-looking statements can be identified by the use of
forward-looking terminology such as "anticipate,” "believe," "estimate," "expect," "forecast," "intend," "plan," "project," "should," "could" and
similar expressions. Factors that may affect those forward-looking statements include, among other things:

the risk that the merger may not be consummated in a timely manner, if at all,

the risk that the regulatory approvals required to complete the merger will not be obtained in a timely manner, if at all,

the risk that the merger agreement may be terminated in circumstances that require us to pay IBM a termination fee of
$14.0 million in connection therewith,

risks regarding a loss of or a substantial decrease in purchases by our major customers,

risks related to diverting management's attention from our ongoing business operations,

risks regarding employee retention, and

other risks detailed in our current filings with the Securities and Exchange Commission, including our most recent filings on
Form 10-K and Form 10-Q, which discuss these and other important risk factors concerning our operations.

We caution you that reliance on any forward-looking statement involves risks and uncertainties and that, although we believe that the
assumptions on which our forward-looking statements are based are reasonable, any of those assumptions could prove to be inaccurate, and as a
result, the forward-looking statements based on those assumptions could be incorrect. In light of these and other uncertainties, you should not
conclude that we will necessarily achieve any plans and objectives or projected financial results referred to in any of the forward-looking
statements. We do not undertake to release the results of any revisions of these forward-looking statements to reflect future events or
circumstances.
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SUMMARY

This summary highlights selected information from this proxy statement and may not contain all of the information that is important to you.
To understand the merger fully and for a more complete description of the legal terms of the merger, you should read carefully this entire proxy
statement, the annexes to this proxy statement and the documents we refer to in this proxy statement. See "Where You Can Find More
Information" on page 84. The merger agreement is attached as Annex A to this proxy statement. We encourage you to read the merger
agreement, which is the legal document governing the merger. Each item in this summary references another section of this proxy statement
with more detailed disclosure about that item.

The Companies (page 18)

DemandTec, Inc.

Attn: Investor Relations

One Franklin Parkway, Building 910
San Mateo, CA 94403

Telephone: (650) 645-7103

DemandTec, Inc., was incorporated in Delaware on November 1, 1999. We provide a collaborative optimization network of software
services connecting retail and consumer products, or CP, companies, enabling them to define category, brand, and shopper marketing strategies
based on a scientific understanding of consumer behavior and make actionable pricing, promotion, assortment, space, and other merchandising
and marketing decisions to achieve their revenue, profitability, sales volume, and customer loyalty objectives. We provide our applications by
means of a software-as-a-service, or SaaS, model, which allows us to capture and analyze the most recent retailer and market-level data, enhance
our software services rapidly to address our customers' ever-changing merchandising and marketing needs, and connect retailers and CP
companies online to enable improved, more collaborative business processes between trading partners. We are headquartered in San Mateo,
California, with additional sales presence in North America, Europe, and South America, and research and development personnel in India,
China, and Russia.

International Business Machines Corporation
New Orchard Road

Armonk, New York 10504

Telephone: (914) 499-1900

IBM, a New York corporation, creates business value for clients and solves business problems through integrated solutions that leverage
information technology and deep knowledge of business processes. IBM solutions typically create value by reducing a client's operational costs
or by enabling new capabilities that generate revenue. These solutions draw from an industry leading portfolio of consulting, delivery and
implementation services, enterprise software, systems and financing.

Cudgee Acquisition Corp.
New Orchard Road

Armonk, New York 10504
Telephone: (914) 499-1900

Cudgee Acquisition Corp., a Delaware corporation and a wholly-owned subsidiary of IBM, was organized solely for the purpose of
entering into the merger agreement and completing the merger and the other transactions contemplated by the merger agreement. Cudgee
Acquisition Corp. has not conducted any business operations other than in connection with the transactions contemplated by the merger
agreement. Upon consummation of the merger, Cudgee Acquisition Corp. will cease to exist, and DemandTec will continue as the surviving
corporation.
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Merger Consideration (page 59)

If the merger is completed, you will be entitled to receive $13.20 in cash, without interest and less any applicable withholding taxes, in
exchange for each share of DemandTec common stock that you own immediately prior to the effective time of the merger and for which you
have not properly exercised appraisal rights.

After the merger is completed, you will have the right to receive the merger consideration, but you will no longer have any rights as a
DemandTec stockholder as a result of the merger. DemandTec stockholders will receive the merger consideration in exchange for their
DemandTec common stock in accordance with the instructions contained in the letter of transmittal to be sent to holders of DemandTec common
stock as soon as reasonably practicable after the closing of the merger, unless the DemandTec stockholder has properly demanded appraisal of
its shares.

Treatment of Stock Options, Restricted Stock Units and Purchase Rights (page 59)
Stock Options

Cash-Out Options. Each unexercised and outstanding option to acquire shares of our common stock to the extent (i) vested (or vesting in
connection with the merger), (ii) held by any of our or our subsidiaries' non-employee directors, consultants or independent contractors (other
than certain unvested options described in the following paragraph) or (iii) such option has an exercise price per share greater than or equal to
the merger consideration of $13.20 per share will be cancelled at the effective time of the merger and will be converted into the right of the
holder thereof to receive, in consideration for such cancellation, an amount in cash, without interest and less any applicable withholding taxes,
payable at or as soon as practicable following the effective time of the merger, equal to the product of the number of shares of our common stock
that are subject to such option, and the excess, if any, of the merger consideration of $13.20 per share over the exercise price per share of the
common stock subject to such option.

Specified Stock Options. Each outstanding option to acquire shares of our common stock that is unvested, held by certain of our or our
subsidiaries' consultants or independent contractors and that has an exercise price per share less than the per share merger consideration of
$13.20 will be cancelled at the effective time of the merger. IBM will pay each holder of such an option an amount in cash as described in the
preceding paragraph, paid in accordance with the vesting schedule of such options.

Rollover Options. Each outstanding option to acquire shares of our common stock that will not be cancelled in the manner described in
the preceding two paragraphs will be converted into an option to acquire, on substantially the same terms and conditions as were applicable to
such option prior to the effective time of the merger, the number of shares of IBM's common stock equal to the product of the number of shares
of our common stock that are subject to such option and the exchange ratio (which will be determined in accordance with the merger agreement)
rounded down to the nearest whole share of IBM's common stock. The exercise price per share of IBM's common stock as of immediately
following such conversion will be equal to the per share exercise price for the shares of our common stock purchasable pursuant to such option
prior to the effective time of the merger divided by the exchange ratio, rounded up to the nearest whole cent.

Restricted Stock Units

Cash-Out RSUs.  Each outstanding and unsettled RSU to the extent (i) vested (or vesting in connection with the merger) or (ii) held by any
of our or our subsidiaries' non-employee directors, consultants or independent contractors (other than certain unvested RSUs described in the
following paragraph) will be cancelled at the effective time of the merger and will be converted into the right of the holder thereof to receive in
consideration for such cancellation an amount in cash, without interest
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and less any applicable withholding taxes, payable at or as soon as practicable following the effective time of the merger, equal to the product of
the number of shares of our common stock that are subject to such RSU and the merger consideration of $13.20 per share.

Specified RSUs. Each outstanding RSU that is unvested and held by certain of our or our subsidiaries' consultants or independent
contractors will be cancelled at the effective time of the merger. IBM will pay each holder of such an RSU an amount in cash as described in the
prior paragraph, paid in accordance with the vesting schedule of such RSUs.

Rollover RSUs.  Each outstanding RSU that will not be cancelled in the manner described in the preceding two paragraphs will be
converted at the effective time of the merger into an RSU, subject to substantially the same terms and conditions as were applicable to the RSU
prior to the effective time of the merger, with respect to a number of shares of IBM's common stock equal to the product of the number of shares
of our common stock underlying the RSU prior to the effective time of the merger and the exchange ratio (which will be determined in
accordance with the merger agreement) rounded down to the nearest whole share of IBM's common stock. If an RSU is subject to
performance-based vesting conditions for which the performance period is scheduled to end following the effective time of the merger, the
number of shares of IBM's common stock underlying the converted IBM RSU will be determined based on the assumption that the performance
conditions applicable to such RSU were met at 100% of target performance, and each such RSU will vest, following the effective time of the
merger, solely on the basis of the service-based vesting conditions applicable to such RSU.

Treatment of Purchase Rights under 2007 Employee Stock Purchase Plan

If the effective time of the merger is on or prior to April 13, 2012 (the last trading day of the current offering period under the ESPP), the
ESPP and the offering period in progress will terminate on the last trading day prior to the effective time of the merger after the exercise of
outstanding purchase rights at a purchase price equal to 85% of the lesser of (a) the closing price on the NASDAQ Global Market of a share of
our common stock on October 15, 2011 (the last trading day before the current offering period began) and (b) the closing price on the NASDAQ
Global Market of a share of our common stock on the last trading day before the effective time of the merger. If the merger occurs after
April 13, 2012, all purchase rights under the ESPP will be exercised in accordance with the ESPP on April 13, 2012 and the ESPP will be
suspended for future offering periods as of such date.

Market Prices and Dividend Data (page 14)

Our common stock is listed on The NASDAQ Global Market under the symbol "DMAN." On December 7, 2011, the last full trading day
before the public announcement of the merger, the closing price for our common stock was $8.43 per share, and on [ ], the latest
practicable trading day before the printing of this proxy statement, the closing price for our common stock was $[ . ] per share.

We did not declare or pay any cash dividends on our common stock during the three most recent fiscal years.

Material United States Federal Income Tax Consequences of the Merger (page 55)

The conversion of shares of our common stock into the right to receive $13.20 per share of cash merger consideration will be a taxable
transaction to our stockholders for U.S. federal income tax purposes. See "The Merger Material United States Federal Income Tax Consequences
of the Merger" beginning on page 55.
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Tax matters can be complicated, and the tax consequences of the merger to you will depend on the facts of your own situation. We
strongly recommend that you consult your own tax advisor to fully understand the tax consequences of the merger to you.

Recommendation of DemandTec's Board of Directors and Reasons for the Merger (page 26)

Our board of directors unanimously recommends that you vote '"FOR" the adoption of the merger agreement, "FOR'' the
proposal to adjourn the special meeting to a later date, if necessary or appropriate, to solicit additional proxies in the event there are not
sufficient votes in favor of adoption of the merger agreement at the time of the special meeting and '""FOR" the approval, on an advisory
(non-binding) basis, of certain '"golden parachute'' compensation that may be paid or become payable to DemandTec's named executive
officers in connection with the merger, including the agreements and understandings with DemandTec pursuant to which such
compensation may be paid or become payable. At a meeting of our board of directors on December 6, 2011, after consultation with our
financial and legal advisors, our board of directors unanimously determined that the merger agreement and the merger are fair to and
advisable and in the best interests of DemandTec and its stockholders and unanimously approved the merger agreement.

In the course of reaching its decision, our board of directors consulted with our senior management, financial advisor and legal counsel,
reviewed a significant amount of information and considered a number of factors. For a discussion of the factors considered by our board of
directors in reaching its decision to approve the merger agreement and recommend that our stockholders adopt the merger agreement, see "The
Merger Recommendation of DemandTec's Board of Directors and Reasons for the Merger" beginning on page 26.

Opinion of DemandTec's Financial Advisor (page 29 and Annex B)

In connection with the merger, Union Square Advisors LLC, our company's financial advisor, which we refer to as USA, rendered to our
company's board of directors its oral opinion, subsequently confirmed in writing, that as of December 6, 2011, and based upon and subject to the
various assumptions, procedures, factors, qualifications and limitations set forth in the written opinion, the consideration to be received by the
holders of shares of our common stock pursuant to the merger agreement was fair, from a financial point of view, to such holders. The full text
of the written opinion of USA, dated as of December 6, 2011, is attached as Annex B to this proxy statement and is incorporated by reference in
this proxy statement in its entirety. The opinion sets forth, among other things, the assumptions made, procedures followed, matters considered
and limitations on the scope of the review undertaken by USA in rendering its opinion. The summary of the opinion of USA in this proxy

statement is qualified in its entirety by reference to the full text of the opinion. USA's opinion is directed to our board of directors and
addresses only the fairness as of the date of the opinion, from a financial point of view, of the consideration to be received by the holders
of shares of our common stock pursuant to the merger agreement. USA's opinion does not constitute a recommendation to any holder of
our common stock as to how to vote on the merger or any matter related to the merger.

The full text of the written opinion of USA is attached to this proxy statement as Annex B. DemandTec encourages its stockholders to read
USA's opinion carefully and in its entirety. For a further discussion of USA's opinion, see "The Merger Opinion of DemandTec's Financial
Advisor" beginning on page 29.
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The Special Meeting of DemandTec's Stockholders (page 14)

Date, Time and Place. A special meeting of our stockholders will be held on [ ], at [DemandTec's corporate headquarters,
One Franklin Parkway, Building 910, San Mateo, California 94403], at [11:00 a.m.], local time, to consider and vote upon:

a proposal to adopt the merger agreement,

a proposal to adjourn the special meeting to a later date, if necessary or appropriate, to solicit additional proxies in the event
there are not sufficient votes in favor of adoption of the merger agreement at the time of the special meeting, and

a proposal with respect to the approval, on an advisory (non-binding) basis, of certain "golden parachute" compensation that
may be paid or become payable to DemandTec's named executive officers in connection with the merger, including the
agreements and understandings with DemandTec pursuant to which such compensation may be paid or become payable.

Record Date and Voting Power. You are entitled to vote at the special meeting if you owned shares of our common stock at the close of
business on [ ], the record date for the special meeting. You will have one vote at the special meeting for each share of our
common stock you owned at the close of business on the record date. There are [ ] shares of our common stock outstanding and entitled
to be voted at the special meeting.

Quorum. A quorum of stockholders is necessary to hold a valid special meeting. Under our by-laws, a quorum is present at the special
meeting if the holders of a majority in voting power of the shares of our common stock issued and outstanding and entitled to vote at the meeting
are present in person or represented by proxy.

Required Vote. 'The adoption of the merger agreement requires the affirmative vote of the holders of a majority of the shares of our
common stock outstanding and entitled to vote at the close of business on the record date. Approval of (i) the proposal to adjourn the special
meeting, if necessary or appropriate, to solicit additional proxies in the event there are not sufficient votes in favor of adoption of the merger
agreement at the time of the special meeting and (ii) the proposal with respect the approval, on an advisory (non-binding) basis, of certain
"golden parachute" compensation that may be paid or become payable to DemandTec's named executive officers in connection with the merger,
including the agreements and understandings with DemandTec pursuant to which such compensation may be paid or become payable, require
the affirmative vote of the holders of a majority in voting power of the shares of our common stock present or represented by proxy at the special
meeting and casting a vote for or against such matters, provided that a quorum is present. In the event that a quorum is not present in person or
represented by proxy at the special meeting, it is expected that the special meeting will be adjourned by the chairman of the meeting to solicit
additional proxies.

Interests of DemandTec's Executive Officers and Directors in the Merger (page 40)

When considering the recommendation of DemandTec's board of directors, you should be aware that members of DemandTec's board of
directors and DemandTec's executive officers have interests in the merger in addition to their interests as DemandTec stockholders generally, as
described below. These interests may be different from, or in conflict with, your interests as DemandTec stockholders. The members of our
board of directors were aware of these additional interests, and considered them, when they approved the merger agreement.
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Pursuant to the terms of the agreements evidencing stock options and RSUs awarded to our non-employee directors, all such awards will
vest in full as of immediately prior to the closing of the merger. However, none of our non-employee directors hold unvested, in-the-money
stock options. In addition, pursuant to deferral election agreements entered into with DemandTec, vested RSUs held by certain members of our
board of directors will be settled on an accelerated basis in connection with the merger.

Options and RSUs held by each of Messrs. Daniel R. Fishback, Mark A. Culhane and William R. Phelps will be afforded the treatment
described in " Treatment of Outstanding Stock Options" beginning on page 53 and " Treatment of Outstanding Restricted Stock Units" beginning
on page 54. In addition, each of Messrs. Fishback, Culhane and Phelps hold performance-based RSUs that were granted in April 2011 that vest
based on the achievement of financial metrics for our fiscal year ending February 29, 2012 and continued service through specified vesting dates
thereafter. Provided the merger occurs before February 29, 2012, the parties have agreed to assume that the performance goals applicable to the
RSUs will be achieved at 100% of target performance, and following the effective time of the merger, such RSUs will vest solely on the basis of
the service-based vesting conditions applicable to the awards.

Each of Messrs. Fishback and Phelps have received and accepted offer letters from IBM. These offer letters will supersede and replace their
existing DemandTec employment arrangements, and they will not be entitled to any of the benefits under such existing arrangements, including
any severance or acceleration of vesting of equity-based awards, except as provided under their IBM offer letters. The offer letters with IBM are
conditioned upon the closing of the merger and the executive officer's continued employment with DemandTec through the closing of the
merger and will provide certain retention/severance payments and equity compensation benefits to such individuals, as described below. In
addition, each of Messrs. Fishback, Culhane and Phelps has entered into a non-competition and non-solicitation agreement with IBM.

Pursuant to offer letters between IBM and each of Messrs. Fishback and Phelps:

each of these executive officers will initially receive the following annual base salaries upon their transition to IBM payroll:
Mr. Fishback, $600,000; Mr. Phelps, an amount to be determined but initially no lower than his current DemandTec base

salary of $300,000;

subject to the execution of IBM's standard release of claims, if either of these executive officers is terminated by IBM
without "cause" (as such term is described in the executive officer's offer letter with IBM) prior to the 12-month anniversary
of the closing of the merger, any options and RSUs held by such executive officer that are unvested as of such termination
date will vest in full (other than with respect to one option granted to Mr. Phelps in 2008, which will vest with respect to

50% of the then-unvested shares subject to such option);

provided Mr. Fishback remains employed by IBM on the first anniversary of the merger and certain transition milestones are
satisfied, all of Mr. Fishback's unvested RSUs will vest in full at that time;

Mr. Fishback will be entitled to participate in a transition program pursuant to which he will be eligible to receive a
$400,000 cash bonus on the 12-month anniversary of the closing of the merger or, subject to the execution of IBM's standard
release of claims, in the event that his employment is terminated by IBM without "cause" (as such term is described in his

offer letter with IBM) or due to his death or disability prior to such 12-month anniversary;

Mr. Phelps will be entitled to participate in a retention program pursuant to which he will be eligible to receive cash
payments equal to an aggregate of $600,000 following the completion of each of three milestone periods following the
closing of the merger, ending on the 6-month, 12-month and 24-month anniversary of the closing of the merger;
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if the employment of Mr. Phelps is terminated by IBM without "cause" (as such term is described in his offer letter with
IBM) or due to his death or disability prior to the second anniversary of the closing of the merger, he will be entitled to a
lump-sum cash payment equal to the amount of the retention bonus that otherwise would have been payable with respect to

the then-applicable milestone period, subject to execution of IBM's standard release of claims; and

if the employment of Mr. Phelps is terminated by IBM without "cause" (as such term is described in his offer letter with
IBM) prior to the 6-month anniversary of the closing of the merger, he will be entitled to a lump-sum cash payment equal to
$160,452 (less any amounts received or receivable pursuant to the terms of the retention program), subject to execution of
IBM's standard release of claims.

Mr. Culhane's employment arrangement with DemandTec will remain in effect following the merger. Pursuant to his employment
arrangement with DemandTec, Mr. Culhane is eligible to receive severance in a lump-sum payment equal to six months of his then-current base
salary plus reimbursement of his medical and dental insurance premiums under COBRA or continued coverage under then-applicable medical,
dental, life and disability insurance programs for a period of six months in the event that his employment is terminated without "cause" (as
defined in his DemandTec employment arrangement) at any time or due to his resignation for "good reason" (as defined in his DemandTec
employment arrangement) within 12 months after a change of control of DemandTec, subject to his execution of a release of claims.

Mr. Culhane's unvested equity awards generally provide for full vesting in the event his service is terminated without "cause" or if he resigns for
"good reason" (each as defined in the agreements governing his equity awards) within 12 months after a change in control of DemandTec. The
merger will constitute a change in control for purposes of Mr. Culhane's employment arrangement and equity awards.

Mr. Michael Bromme, our former Senior Vice President, Retail, who terminated employment on September 16, 2011, is party to a
consulting agreement with us pursuant to which he agreed to provide transition consulting services for a period of up to 12 months following
October 9, 2011. In the event the consulting agreement is terminated prior to such date other than due to Mr. Bromme's material breach,

Mr. Bromme will be entitled to a payment equal to the monthly compensation he would have received during the remainder of the 12-month
term of the contract. The consulting agreement and Mr. Bromme's employee proprietary information and inventions agreement include
non-solicitation restrictions.

The surviving corporation will assume, and IBM will cause the surviving corporation and its successors and assigns to comply with and
honor, all rights to indemnification, advancement of expenses and exculpation from liabilities for acts or omissions occurring at or prior to the
effective time of the merger existing in favor of our and our subsidiaries' current or former directors or officers as provided in our and their
respective certificates of incorporation or bylaws (or comparable organizational documents) and any indemnification or other agreements as in
effect on the date of the merger agreement. We have entered into indemnification agreements with each of our directors and certain officers.
Each indemnification agreement provides that we will indemnify the director or officer to the fullest extent permitted by law for claims arising in
his or her capacity as our director, officer, employee or agent, provided that he or she acted in good faith and in a manner that he or she
reasonably believed to be in, or not opposed to, our best interests and, with respect to any criminal proceeding, had no reasonable cause to
believe that his or her conduct was unlawful. In the event that we do not assume the defense of a claim against such director or officer, we are
required to advance his or her expenses in connection with his or her defense, provided that he or she undertakes to repay all amounts advanced
if it is ultimately determined that he or she is not entitled to be indemnified by us.
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In the event the surviving corporation consolidates with or merges into another entity and is not the continuing or surviving entity of such
consolidation or merger or transfers all or substantially all of its properties and assets to another entity, or if IBM dissolves the surviving
corporation, IBM will cause the successors and assigns of the surviving corporation to comply with and honor the indemnification and other
obligations set forth above.

IBM will obtain or will cause to be obtained as of the effective time of the merger a "tail" insurance policy with a claims period of six years
from the effective time of the merger with respect to directors' and officers' liability insurance covering those persons who were, as of the date of
the merger agreement, covered by our directors' and officers' liability insurance policy, for acts or omissions occurring prior to the effective time
of the merger, subject to certain limitations.

Conditions to the Closing of the Merger (page 73)

Our, IBM's and merger sub's obligations to effect the merger are subject to the satisfaction or waiver of the following conditions:

the adoption of the merger agreement by our stockholders;

the expiration or termination of any waiting period applicable to the merger required under the HSR Act;

the receipt of any other approval or the termination or expiration of any waiting period under any other applicable
competition, merger control, antitrust or similar law that is applicable to the merger; and

the absence of any temporary restraining order, preliminary or permanent injunction, or other judgment, order or decree
issued by a court of competent jurisdiction or other legal restraint or prohibition that has the effect of preventing the
consummation of the merger.

IBM's and merger sub's obligations to effect the merger are further subject to the satisfaction by us or waiver by them of the following
conditions:

each of our representations and warranties contained in the merger agreement is true and correct, to the extent required under
the merger agreement, as of the date of the merger agreement and as of the closing date of the merger, as described below

under the heading "The Merger Agreement Conditions to the Closing of the Merger" beginning on page 73;

our performance, in all material respects, of all obligations required to be performed by us under the merger agreement at or
prior to the closing date of the merger;

the absence of any claim, suit, action or proceeding brought or threatened by a governmental entity:

challenging or seeking to restrain or prohibit the consummation of the merger or the other transactions
contemplated by the merger agreement;

seeking to obtain damages from IBM or its subsidiaries that are material, individually or in the aggregate, in
relation to the value of DemandTec and its subsidiaries, taken as a whole;

seeking to prohibit or limit in any respect, or place conditions on, the ownership or operation by us, IBM or our or
its respective affiliates of all or any portion of the business or assets or any product, or requiring any such party to
dispose of, license or hold separate all or any portion of the business or assets or any product of us, IBM or any of
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seeking to directly or indirectly impose limitations on the ability of IBM or any of its affiliates to acquire or hold,
or exercise full rights of ownership of, our common stock or the common stock of the surviving corporation or any

of IBM's subsidiaries;

seeking to directly or indirectly prohibit IBM or any of its affiliates from effectively controlling any of the
business or operations of us or our or IBM's subsidiaries; or

seeking to directly or indirectly prevent us or our or IBM's subsidiaries from operating our or their respective
businesses in substantially the same manner as operated by us or them prior to the date of the merger agreement;

the absence of any temporary restraining order, preliminary or permanent injunction or other judgment, order or decree
issued by a court of competent jurisdiction that is reasonably likely to result, directly or indirectly, in any of the effects

described in the immediate preceding condition;

IBM shall have received evidence, in form and substance reasonably satisfactory to it, that IBM or we have obtained all
material consents, approvals, authorizations, qualifications and orders of all governmental entities legally required to effect

the merger, and all consents, licenses, approvals and waivers agreed to by us, IBM and merger sub; and

a material adverse effect has not occurred with respect to us since the date of the merger agreement.

Our obligations to effect the merger are subject to the further satisfaction by IBM and/or merger sub or waiver by us of the following

conditions:

each of the representations and warranties of IBM and merger sub contained in the merger agreement is true and correct, to
the extent required under the merger agreement, as of the date of the merger agreement and as of the closing date of the
merger, as described below under the heading "The Merger Agreement Conditions to the Closing of the Merger" beginning

on page 73; and

IBM's and merger sub's performance, in all material respects, of all obligations required to be performed by them under the
merger agreement at or prior to the closing date of the merger.

No Solicitation of Acquisition Proposals by DemandTec (page 68)

We have agreed that we will not, and will not authorize or permit any of our subsidiaries to, nor will we authorize or permit any of our or
our subsidiaries' directors, officers or employees or any of our or their investment bankers, attorneys, accountants or other advisors or
representatives to, directly or indirectly:

solicit, initiate or knowingly encourage, or take any other action to knowingly facilitate, any takeover proposal or any
inquiries or the making of any proposal that could reasonably be expected to lead to a takeover proposal (as defined in the
merger agreement and described below under the heading "The Merger Agreement Covenants Board Recommendation"

beginning on page 69); or

enter into, continue or otherwise participate in any discussions or negotiations regarding, or furnish to any person any
information with respect to, or otherwise cooperate with any person with respect to, any takeover proposal.
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page 68, in response to a bona fide written unsolicited takeover proposal that our board determines in good faith is, or
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could reasonably be expected to lead to, a superior proposal (as defined in the merger agreement and described below under the heading "The
Merger Agreement Covenants Board Recommendation") and which did not result from our breach of the merger agreement, we may and may
permit and authorize our subsidiaries and our and our subsidiaries' representatives to:

furnish information to a person making such a takeover proposal (and its representatives) pursuant to a confidentiality
agreement which contains terms that are no less restrictive than those contained in the confidentiality agreement between us
and IBM, provided that all such information has been provided or made available, or is substantially concurrently provided

or made available, to IBM; and

participate in discussions or negotiations with, and only with, the person making such takeover proposal (and its
representatives) regarding such takeover proposal.

Termination of the Merger Agreement (page 74)

The merger agreement may be terminated under the following circumstances:

by our, IBM's and merger sub's mutual written consent;

by either IBM or us if:

the merger is not consummated by June 30, 2012, but this right to terminate the merger agreement will not be
available to any party whose action or failure to act has been a principal cause of or resulted in the failure of the
merger to occur on or before such date and such action or failure to act constitutes a breach of the merger

agreement;

any temporary restraining order, preliminary or permanent injunction, or other judgment, order or decree issued by
a court of competent jurisdiction or other legal restraint or prohibition having the effect of preventing the

consummation of the merger is in effect and has become final and nonappealable; or

our stockholders do not adopt the merger agreement at the stockholders meeting (or at any adjournment or
postponement thereof) that we have held and completed for such purpose;

by us if IBM breaches a representation or warranty or fails to perform a covenant or other agreement contained in the merger
agreement so that the related closing conditions cannot be satisfied and such breach or failure to perform cannot be cured or
is not cured by IBM or merger sub within 30 business days after such breach or failure to perform, or if such breach or
failure to perform is curable by such date, IBM or merger sub, as the case may be, does not commence to cure such breach
or failure to perform within 10 business days after receipt of written notice from us and diligently pursue such cure

thereafter; or

by IBM if:

we deliver a notice to IBM that our board of directors has withdrawn or modified its recommendation that the
merger agreement or the merger or both are advisable in a manner adverse to IBM or merger sub or such an

adverse recommendation change has occurred;
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we breach a representation or warranty or fail to perform a covenant or other agreement contained in the merger
agreement so that the related closing conditions cannot be satisfied and such breach or failure to perform cannot be
cured or is not cured by us within 30 business days after such breach or failure to perform, or if such breach or
failure to perform is curable by such date, we do not commence to cure such breach or failure to perform within 10
business days after receipt of written notice from IBM and diligently pursue such cure thereafter; or
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any legal restraint is in effect and has become final and nonappealable that has one of the effects set forth in the
merger agreement and described below under the heading "The Merger Agreement Termination of the Merger
Agreement" beginning on page 74.

Termination Fee and Expenses (page 75)
Each party will generally pay its own fees and expenses in connection with the merger, whether or not the merger is consummated.

We will be required to pay a termination fee of $14.0 million to IBM if:

prior to the vote at the stockholders meeting (or at any adjournment or postponement thereof) that we have called for the
purpose adopting the merger agreement, a takeover proposal has been made to us or our stockholders, or any person has
announced an intention to make a takeover proposal, or a takeover proposal otherwise becomes known to us or generally

known to our stockholders and thereafter:

the merger agreement is terminated by either us or IBM because the merger has not been consummated by
June 30, 2012 or the merger agreement is terminated by either us or IBM because our stockholders did not adopt
the merger agreement at the stockholders meeting (or at any adjournment or postponement thereof) that we have

held and completed for such purpose; and

within 12 months after such termination of the merger agreement, either we or one of our subsidiaries enters into

an acquisition agreement with respect to any takeover proposal or any takeover proposal is consummated (solely

for purposes of this provision, all references to 10% in the definition of "takeover proposal,” as described below
under the heading "The Merger Agreement Covenants Board Recommendation" beginning on page 69, are deemed

to be references to 30%); or

IBM terminates the merger agreement because we deliver a notice to IBM that our board of directors has withdrawn or
modified its recommendation that the merger agreement or the merger or both are advisable in a manner adverse to IBM or
merger sub or such an adverse recommendation change has occurred.

Regulatory Matters (page 58)

The HSR Act prohibits us from completing the merger until we have furnished certain information and materials to the Antitrust Division
of the Department of Justice and the Federal Trade Commission and the required waiting period has expired or been terminated. The parties filed
their respective notification and report forms pursuant to the HSR Act with the Antitrust Division of the U.S. Department of Justice and the
Federal Trade Commission on December 22, 2011. The merger is also subject to review by the governmental authorities of various other
jurisdictions under the antitrust or competition laws of those jurisdictions. We have filed or will file the appropriate notifications in each such
jurisdiction and are pursuing the approval of the transaction.

Appraisal Rights (page 49)

Record holders of our common stock as of the record date who do not vote in favor of the merger may elect to pursue their appraisal rights
to receive the judicially determined "fair value" of their shares, which could be more or less than, or the same as, the per share merger
consideration for the common stock, but only if they comply with the procedures required under Delaware law. For a summary of these
Delaware law procedures, see "The Merger Appraisal Rights" beginning on page 49. An executed proxy that is not marked "AGAINST" or
"ABSTAIN" will be voted "FOR" the
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adoption of the merger agreement and will disqualify the stockholder submitting that proxy from demanding appraisal rights.

A copy of Section 262 of the General Corporation Law of the State of Delaware, or DGCL, is included as Annex C to this proxy statement.
Failure to follow the procedures set forth in Section 262 of the DGCL will result in the loss of appraisal rights. We encourage you to read these
provisions carefully and in their entirety.

ANY DEMANDTEC STOCKHOLDER WHO WISHES TO EXERCISE APPRAISAL RIGHTS OR WHO WISHES TO PRESERVE
HIS, HER OR ITS RIGHT TO DO SO SHOULD REVIEW ANNEX C CAREFULLY AND SHOULD CONSULT HIS, HER OR ITS LEGAL
ADVISOR, SINCE FAILURE TO TIMELY AND FULLY COMPLY WITH THE PROCEDURES SET FORTH THEREIN WILL RESULT
IN THE LOSS OF SUCH RIGHTS.
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MARKET PRICES AND DIVIDEND DATA

Our common stock is listed on The NASDAQ Global Market under the symbol "DMAN." This table shows, for the periods indicated, the
range of intraday high and low per share sales prices for our common stock as reported on The NASDAQ Global Market.

Fiscal Quarters

First Second Third Fourth

Fiscal Year 2012 (Through [ D
High $ 1348 $ 990 $ 862 $ [ ]
Low $ 888 $ 541 $ 546 $ [ 1
Fiscal Year 2011
High $ 705 $ 785 $ 11.11 $ 14.08
Low $ 579 $ 534 $ 735 $ 10.05
Fiscal Year 2010
High $ 928 $ 1000 $ 957 § 9.0
Low $ 665 $ 747 $ 783 $ 525

The following table sets forth the closing price per share of our common stock, as reported on The NASDAQ Global Market on
December 7, 2011, the last full trading day before the public announcement of the merger, and on [ ], the latest practicable trading day

before the printing of this proxy statement:

Common Stock
Closing Price
December 7, 2011 $ 8.43
[ ] $ [. 1]
You are encouraged to obtain current market quotations for our common stock in connection with voting your shares of common stock. If
the merger is consummated, there will be no further market for our common stock and our common stock will be delisted from The NASDAQ
Global Market and deregistered under the Securities Exchange Act.

Dividends

We did not declare or pay any cash dividends on our common stock during the three most recent fiscal years. In the event that the merger is
not consummated, we would expect to retain earnings, if any, to fund the development and growth of our business and would not anticipate
paying cash dividends on our common stock in the foreseeable future. In such event, our payment of any future dividends would be at the
discretion of our board of directors after taking into account various factors, including our financial condition, operating results, cash needs and
growth plans.

THE SPECIAL MEETING
The enclosed proxy is solicited on behalf of the board of directors of DemandTec for use at the special meeting of stockholders or at any
adjournment or postponement thereof.
Date, Time and Place

We will hold the special meeting at [DemandTec's corporate headquarters, One Franklin Parkway, Building 910, San Mateo, California
94403], at [11:00 a.m.], local time, on [ ].
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Purpose of the Special Meeting

At the special meeting, we will ask the holders of our common stock to (i) adopt the merger agreement, as it may be amended from time to
time, (ii) if there are not sufficient votes in favor of adoption of the merger agreement, to adjourn the special meeting to a later date, if necessary
or appropriate, to solicit additional proxies and (iii) vote on a proposal with respect to the approval, on an advisory (non-binding) basis, of
certain "golden parachute" compensation that may be paid or become payable to DemandTec's named executive officers in connection with the
merger, including the agreements and understandings with DemandTec pursuant to which such compensation may be paid or become payable.

Record Date; Shares Entitled to Vote; Quorum

Only holders of record of our common stock at the close of business on [ 1, the record date, are entitled to notice of, and to vote
at, the special meeting. On the record date, [ ] shares of our common stock were issued and outstanding and held by approximately
[ ] holders of record. Holders of record of our common stock on the record date are entitled to one vote per share at the special meeting on

the proposal to adopt the merger agreement and the proposal to adjourn the special meeting to a later date, if necessary or appropriate, to solicit
additional proxies.

A quorum of stockholders is necessary to hold a valid special meeting. Under our by-laws, a quorum is present at a meeting if the holders
of a majority in voting power of the shares of our common stock issued and outstanding and entitled to vote at the meeting are present in person
or represented by proxy. In the event that a quorum is not present at the special meeting, it is expected that the special meeting will be adjourned
by the chairman of the meeting to solicit additional proxies. For purposes of determining the presence of a quorum, abstentions will be counted
as shares present and broker non-votes (where a broker or nominee does not exercise discretionary authority to vote on a matter), if any, will also
be counted as shares present.

Vote Required

The adoption of the merger agreement requires the affirmative vote of the holders of a majority of the outstanding shares of our common
stock entitled to vote at the special meeting. Adoption of the merger agreement is a condition to the closing of the merger.

Approval of (i) the proposal to adjourn the special meeting to a later date, if necessary or appropriate, in order to solicit additional proxies
from our stockholders and (ii) the proposal with respect to the approval, on an advisory (non-binding) basis, of certain "golden parachute"
compensation that may be paid or become payable to DemandTec's named executive officers in connection with the merger, including the
agreements and understandings with DemandTec pursuant to which such compensation may be paid or become payable, require the affirmative
vote of the holders of a majority in voting power of the shares of our common stock present or represented by proxy at the special meeting and
casting a vote for or against such matters, provided that a quorum is present.

Voting by DemandTec Directors and Executive Officers

At the close of business on the record date, our directors and executive officers and their affiliates owned and were entitled to vote shares of
our common stock, which represented approximately [ ]% of the shares of our outstanding common stock on that date. We expect that these
directors and executive officers will vote all of their shares of our common stock "FOR" adoption of the merger agreement, "FOR" the proposal
to adjourn the special meeting to a later date, if necessary or appropriate, to solicit additional proxies and "FOR" the proposal with respect to an
approval, on an advisory (non-binding) basis, of certain "golden parachute" compensation that may be paid or become payable to DemandTec's
named executive officers in connection with the merger, including the
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agreements and understandings with DemandTec pursuant to which such compensation may be paid or become payable.

Voting of Proxies

If your shares are registered in your name, you may cause your shares to be voted at the special meeting by returning a signed proxy card or
voting in person at the meeting. Additionally, you may submit a proxy authorizing the voting of your shares via the Internet at
[www.eproxy.com/dman] or by telephone by calling [1-800-560-1965] in the United States or [ ] from foreign countries. You must have the
enclosed proxy card available, and follow the instructions on the proxy card, in order to submit a proxy via the Internet or telephone.

If your shares are registered in your name and you plan to attend the special meeting and wish to vote in person, you will be given a ballot
at the meeting. If your shares are registered in your name, you are encouraged to submit a proxy card even if you plan to attend the special
meeting in person.

Voting instructions are included on your proxy card. All shares represented by properly executed proxies received in time for the special
meeting will be voted at the special meeting in accordance with the instructions of the stockholder. Properly executed proxies that do not contain
voting instructions will be voted "FOR" the adoption of the merger agreement, "FOR" the proposal to adjourn the special meeting to a later date,
if necessary or appropriate, to solicit additional proxies and "FOR" the proposal with respect to an approval, on an advisory (non-binding) basis,
of certain "golden parachute" compensation that may be paid or become payable to DemandTec's named executive officers in connection with
the merger, including the agreements and understandings with DemandTec pursuant to which such compensation may be paid or become
payable, provided that no proxy that is specifically marked "AGAINST" the proposal to adopt the merger agreement will be voted "FOR" the
adjournment proposal or the proposal regarding "golden parachute" payments unless it is specifically marked "FOR" the adjournment proposal
and/or "FOR" the proposal regarding "golden parachute" payments.

If your shares are held in "street name" through a broker or other nominee, you may provide voting instructions by completing and
returning the voting form provided by your broker or nominee or via the Internet or by telephone through your broker or nominee, if such a
service is provided. To provide voting instructions via the Internet or telephone, you should follow the instructions on the voting form provided
by your broker or nominee. If you plan to attend the special meeting, you will need a proxy from your broker or nominee in order to be given a
ballot to vote the shares. If you do not return your broker's or nominee's voting form, provide voting instructions via the Internet or telephone
through your broker or nominee, if possible, or attend the special meeting and vote in person with a proxy from your broker or nominee, it will
have the same effect as if you voted "AGAINST" the adoption of the merger agreement.

Revocability of Proxies

Any proxy you give pursuant to this solicitation may be revoked by you at any time before it is voted. Proxies may be revoked as follows:

If you have sent a proxy directly to DemandTec, you may revoke it by:

delivering a written revocation of the proxy or a later dated, signed proxy card, to our Corporate Secretary at our corporate
offices at DemandTec, Inc., One Franklin Parkway, Building 910, San Mateo, California 94403, on or before the business

day prior to the special meeting;

delivering a new, later dated proxy by telephone or via the Internet until immediately prior to the special meeting;
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delivering a written revocation or a later dated, signed proxy card to us at the special meeting prior to the taking of the vote
on the matters to be considered at the special meeting; or

attending the special meeting and voting in person.

If you have instructed a broker or nominee to vote your shares, you may revoke your proxy only by following the directions received from
your broker or nominee to change those instructions.

Revocation of a proxy will not affect any vote taken prior to revocation. Attendance at the special meeting will not in itself constitute the
revocation of a proxy; you must vote in person at the special meeting to revoke a previously delivered proxy.

Board of Directors' Recommendations

Our board of directors has unanimously approved the merger agreement and determined that the merger agreement and the merger are fair

to and advisable and in the best interests of DemandTec and its stockholders. Our board of directors unanimously recommends that
DemandTec stockholders (i) vote ""FOR'" the proposal to adopt the merger agreement, (ii) vote '""FOR" the proposal to adjourn the
special meeting to a later date, if necessary or appropriate, to permit the solicitation of additional proxies in the event there are not
sufficient votes in favor of adoption of the merger agreement at the time of the special meeting and (iii) vote ""FOR'' the proposal with
respect to an approval, on an advisory (non-binding) basis, of certain ''golden parachute' compensation that may be paid or become
payable to DemandTec's named executive officers in connection with the merger, including the agreements and understandings with
DemandTec pursuant to which such compensation may be paid or become payable.

Abstentions and Broker Non-Votes

Stockholders that abstain from voting on a particular matter and shares held in "street name" by brokers or nominees who indicate on their
proxies that they do not have discretionary authority to vote such shares as to a particular matter will not be counted as votes in favor of such
matter. For purposes of determining the presence of a quorum, abstentions will be counted as shares present and broker non-votes (where a
broker or nominee does not exercise discretionary authority to vote on a matter), if any, will also be counted as shares present. Abstentions and
broker non-votes will have the same effect as votes against the adoption of the merger agreement and will have no effect on the approval of
(1) the proposal to adjourn the special meeting to a later date, if necessary or appropriate, to solicit additional proxies in the event there are not
sufficient votes in favor of adoption of the merger agreement at the time of the special meeting and (ii) the proposal with respect to the approval,
on an advisory (non-binding) basis, of certain "golden parachute" compensation that may be paid or become payable to DemandTec's named
executive officers in connection with the merger, including the agreements and understandings with DemandTec pursuant to which such
compensation may be paid or become payable, provided that a quorum is present.

Solicitation of Proxies

The expense of soliciting proxies in the enclosed form will be borne by DemandTec. We may reimburse brokers, banks and other
custodians, nominees and fiduciaries representing beneficial owners of shares for their expenses in forwarding soliciting materials to such
beneficial owners. Proxies may be solicited by certain of our directors, officers and employees, personally or by telephone, facsimile or other
means of communication. No additional compensation will be paid for such services.
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Stockholder List

A list of our stockholders entitled to vote at the special meeting will be available for examination by any DemandTec stockholder at the
special meeting. For ten days prior to the special meeting, this stockholder list will be available for inspection by any stockholder for any
purpose germane to the special meeting during ordinary business hours at our corporate offices located at DemandTec, Inc., One Franklin
Parkway, Building 910, San Mateo, California 94403.

THE COMPANIES

DemandTec, Inc.

DemandTec, Inc., was incorporated in Delaware on November 1, 1999. We provide a collaborative optimization network of software
services connecting retail and consumer products, or CP, companies, enabling them to define category, brand, and shopper marketing strategies
based on a scientific understanding of consumer behavior and make actionable pricing, promotion, assortment, space, and other merchandising
and marketing decisions to achieve their revenue, profitability, sales volume, and customer loyalty objectives. We provide our applications by
means of a software-as-a-service, or SaaS, model, which allows us to capture and analyze the most recent retailer and market-level data, enhance
our software services rapidly to address our customers' ever-changing merchandising and marketing needs, and connect retailers and CP
companies online to enable improved, more collaborative business processes between trading partners. We are headquartered in San Mateo,
California, with additional sales presence in North America, Europe, and South America, and research and development personnel in India,
China, and Russia.

DemandTec's principal executive offices are located at One Franklin Parkway, Building 910, San Mateo, California 94403. DemandTec's
website is located at http://www.demandtec.com. Additional information regarding DemandTec is contained in our filings with the Securities
and Exchange Commission. See "Where You Can Find More Information" beginning on page 84.

International Business Machines Corporation

IBM, a New York corporation, creates business value for clients and solves business problems through integrated solutions that leverage
information technology and deep knowledge of business processes. IBM solutions typically create value by reducing a client's operational costs
or by enabling new capabilities that generate revenue. These solutions draw from an industry leading portfolio of consulting, delivery and
implementation services, enterprise software, systems and financing.

IBM's principal executive offices are located at New Orchard Road, Armonk, New York 10504 and its telephone number is

(914) 499-1900. Additional information regarding IBM is contained in IBM's filings with the Securities and Exchange Commission. See "Where
You Can Find More Information" beginning on page 84.

Cudgee Acquisition Corp.

Cudgee Acquisition Corp., a Delaware corporation and wholly-owned subsidiary of IBM, was organized solely for the purpose of entering
into the merger agreement and completing the merger and the other transactions contemplated by the merger agreement. Merger sub's principal
executive offices are located at New Orchard Road, Armonk, New York, 10504 and its telephone number is (914) 499-1900. Merger sub has not
conducted any business operations other than in connection with the transactions contemplated by the merger agreement.

Upon consummation of the merger, merger sub will cease to exist, and DemandTec will continue as the surviving corporation.
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THE MERGER

The following discussion summarizes the material terms of the merger. We urge you to read carefully the merger agreement, which is
attached as Annex A to this proxy statement.

Background to the Merger

IBM has been a strategic partner of ours for several years, providing business process outsourcing, systems integration and general
consulting services and collaborating jointly with us to sell and implement IBM and DemandTec solutions in multiple geographies. From time to
time in the past, we and IBM have had discussions regarding our commercial relationship.

On July 27, 2011, Dan Fishback, our president and CEO, and Mark Culhane, our executive vice president and CFO, were contacted by
Chuck Robel, a member of our board, who advised them that he had been contacted by and met with representatives of Union Square
Advisors LLC, which we refer to as USA, who expressed interest in meeting with our management to discuss our business and potential
strategic alternatives. USA is an investment bank that provides financial advisory services to companies like DemandTec.

On July 28, 2011, Mr. Culhane was contacted by Carter McClelland, executive chairman and a senior managing director of USA, to arrange
a meeting with representatives of USA. On July 29, 2011, Mr. Culhane responded and expressed a willingness to meet.

On August 3, 2011, at a regularly scheduled meeting of our board, management reviewed and discussed our recent operating and financial
results and preliminary three-year operating plan. As part of the discussion, our board discussed our business prospects and operating
environment.

On August 10, 2011, Mr. Culhane and Will Johnson, our vice president of corporate development and strategy, held a preliminary meeting
with representatives of USA, including Mr. McClelland and another USA senior investment banker, who was a former IBM employee, to
discuss our business and potential strategic alternatives that might be available to us.

On August 11, 2011, USA informed Mr. Culhane that Yuchun Lee, vice president and general manager of IBM's enterprise marketing
management group, which we refer to as EMMG, was interested in meeting with members of our management to share views on strategy and
vision. Mr. Lee formerly served as CEO of Unica Corporation, which IBM acquired in October 2010.

On August 16, 2011, Archie Colburn, managing director of corporate development of IBM, contacted Messrs. Fishback and Culhane
regarding a possible in-person meeting between representatives of our management and IBM to discuss strategic alternatives. They also
discussed a nondisclosure agreement, which we refer to as an NDA, between the two parties.

On August 18, 2011, Mr. Colburn sent us a draft of a proposed NDA to supersede the existing NDA entered into between the two parties in
February 2008 in connection with their commercial relationship. The new NDA was negotiated by representatives of the two parties and entered
into effective September 6, 2011. During this timeframe, representatives of our management and IBM also exchanged communications about the
proposed in-person meeting and related matters.

On August 25, 2011, Messrs. Fishback and Culhane met in person in Boston, MA with representatives of IBM, including Mr. Lee, to
discuss our business, vision and strategy as well as the potential strategic fit of our business and IBM's EMMG business.

On August 31, 2011, members of our management met with representatives of USA at our offices in San Mateo, CA to review our business
and discuss potential strategic alternatives that may be available to us.

After the August 31, 2011 meeting, representatives of both parties exchanged communications about a follow-on in-person meeting after
the Labor Day weekend. On September 8, 2011,
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Messrs. Fishback, Culhane and Johnson met with Mr. Colburn of IBM at our offices in San Mateo, CA to continue discussions about our
business and the strategic fit of our business with IBM's EMMG business. During the meeting, Mr. Colburn expressed IBM's interest in
acquiring our company.

On September 12, 2011, after discussions with other members of our management and representatives of USA, Mr. Culhane spoke by
phone with Mr. Colburn to discuss how we and IBM would view the value of our business if our board were to consider a strategic transaction at
the present time and to better understand IBM's view of next steps.

On September 12, 2011, Mr. Fishback briefed Victor Lund, the chairman of our board of directors, on the status of discussions with IBM
regarding a potential acquisition of our company. Mr. Lund then called a meeting of our board to consider our response to IBM's preliminary
acquisition interest.

On September 13 and 14, 2011, members of our management continued discussions regarding a potential sale transaction with IBM as well
as other potential alternatives for our company internally and with representatives of USA.

On September 14, 2011, Mr. Colburn of IBM submitted to Mr. Fishback IBM's written indication of interest to acquire all of our
outstanding stock for $11.25 per share in cash contingent on our agreeing prior to 2:00 p.m. PDT on September 19, 2011 to enter into an
exclusivity agreement with an exclusivity period ending no earlier than November 22, 2011 and subject to IBM completing a customary due
diligence review and the parties entering into mutually acceptable definitive agreements, including customary employment and retention
arrangements with certain members of our senior management team.

Later in the day on September 14, 2011 at a meeting of our board of directors, Mr. Lund communicated to our directors IBM's interest in
acquiring our company. After discussion, our board determined to retain Gunderson Dettmer Stough Villeneuve Franklin & Hachigian, LLP,
which we refer to as Gunderson Dettmer, as external counsel to advise our board through the process of evaluating any potential interest by IBM
and related matters. Additionally, our board discussed the retention of a financial advisor to assist in the evaluation of IBM's indication of
interest and to evaluate more broadly our strategic alternatives. Our board directed management to work with representatives of Gunderson
Dettmer to evaluate whether to retain USA and, if so, to advise our board on the terms of USA's engagement.

On September 16, 2011, our board held a meeting at which they discussed IBM's $11.25 per share indication of interest and proposed
exclusivity period. Representatives of Gunderson Dettmer reviewed for the directors their fiduciary responsibilities generally and in connection
with proposed transactions of this type. Among other things, our board (i) discussed various processes that might be followed if our board were
to explore a potential sale of our company, (ii) reviewed other potential buyers, including their potential strategic fit, financial capability,
acquisition history and likelihood of offering a price higher than that offered by IBM, (iii) considered the potential harm to our company if the
possibility of a sale of our company became known to the public or to our customers and competitors, (iv) considered the risk of jeopardizing
IBM's offer by soliciting other potential buyers and (v) noted that IBM and other potential buyers would likely want to enter into employment
and/or retention agreements with members of our management team. Our board then directed our management to contact three potential buyers
that appeared to have the resources, expertise and interest to acquire us. Each of these companies was a significant technology company which
we believed could have a strategic need for the solutions we provide and possessed the financial resources to complete an acquisition of our
company. We refer to these companies as Company A, Company B and Company C. Our board also discussed our management's role in
exploration of a sales process in light of any potential buyer's desire to formalize employment and retention agreements and directed
management to retain separate counsel to advise them about any such potential employment offers. In addition, our board then discussed the
benefits and potential issues regarding the possible retention of USA as its
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financial advisor and authorized management to retain USA as our financial advisor, subject to (i) addressing any potential conflicts of interest
that might arise as a result of the senior USA investment banker who participated in preliminary meetings and discussions with us having
recently served as head of the corporate development group of IBM and (ii) our board approving the terms and conditions of USA's advisory
role.

Commencing on September 16, 2011, members of our management team contacted senior executives at Company A, Company B and
Company C. Company B indicated on September 18, 2011 that, despite the strategic rationale for combining the two companies, they would be
unable to consider an acquisition at the present time. Company A and Company C expressed preliminary interest in considering further an
acquisition of our company.

On September 19, 2011, Mr. Colburn communicated to Messrs. Fishback and Culhane IBM's concerns that USA's senior investment banker
who was a former IBM employee might be involved in the possible transaction should we retain USA as our financial advisor.

On September 19, 2011, at a meeting of our board of directors without representatives of USA present, representatives of Gunderson
Dettmer reviewed the proposed terms of the USA engagement letter and other aspects of its advisory role and our board determined to engage
USA as its financial advisor, provided that USA's senior investment banker who was formerly an IBM employee not participate in USA's
representation of our company. Representatives of USA then joined the meeting. Mr. Fishback provided an update on action taken by
management following receipt of an indication of interest from IBM to acquire our company. Mr. Fishback noted that he had contacted IBM and
obtained an extension of the date by which IBM's indication of interest and request for exclusive negotiations would expire to 2:00 p.m. PDT on
September 22, 2011. Mr. Fishback also reviewed with the board the other potential buyers contacted by management at the direction of our
board. Representatives of USA provided a preliminary assessment of IBM's indication of interest, expressing the view that IBM had made a
serious and credible indication of interest. USA also reviewed for our board the competitive landscape in which we operate. Our board
determined to take appropriate steps to assess the likelihood of obtaining a superior offer from another potential buyer before engaging in price
negotiations with IBM and granting IBM exclusive negotiating rights. Our board also determined to hold meetings on September 20, 2011,
September 21, 2011 and September 23, 2011 to discuss further IBM's indication of interest, possible alternatives to consider and for USA to
present further financial analyses. After further discussion, our board then directed management to contact IBM to request an extension to
respond to its indication of interest and request for exclusive negotiations to Friday, September 23, 2011 and directed management and USA to
pursue indications of interest from other parties that might express an interest in acquiring our company.

On September 20, 2011, we retained USA as our exclusive financial advisor in connection with the possible sale of our company. The
terms of USA's retention as our financial advisor provided, among other things, that the senior USA investment banker who was a former
employee of IBM would not participate in any way in the sale process and that no confidential information about IBM which he became aware
of during his employment with IBM would be accessible to us or USA during the sale process.

On September 20, 2011, Mr. Fishback contacted a representative of IBM to indicate that our board was continuing to evaluate IBM's
indication of interest. Mr. Fishback also contacted Company A but did not receive a response. In addition, on September 20, 2011,
representatives of USA contacted a senior executive at Company C and encouraged Company C to submit a written indication of interest by
September 23, 2011 if it wanted to pursue an acquisition of our company. USA later received communication from Company A expressing
interest in submitting an indication of interest the next day.
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On September 20, 2011, at an informational meeting of our board of directors, representatives of USA provided a summary of the equity
market's perspective of our company and a preliminary financial analysis of IBM's indication of interest. Mr. Fishback and USA then reviewed
the communications taken place earlier in the day with regard to other potential buyers.

On September 21, 2011, members of our management met with representatives of IBM, including Mr. Lee, at our offices in San Mateo,
CA. During the meeting, our management provided a product demonstration and discussed our strategic view and go-to-market strategy, and
representatives of IBM reviewed its EMMG business and the strategic fit of the two businesses.

On September 21, 2011, Company C advised representatives of USA that it was considering making a written indication of interest to
acquire our company and, if Company C did proceed to submit such an indication of interest, that we should expect to receive it the next day.

On September 21, 2011, our board held a meeting to (i) review an update to the financial analysis prepared by USA, (ii) have our board and
management discuss the revised financial analysis and assess our company's strategic, operating and financial prospects, (iii) obtain an update
from USA on the status of discussions with other potential buyers and (iv) discuss how to respond to IBM's indication of interest and request for
exclusive negotiations if the board determined to consider the possible sale of DemandTec. Our board discussed whether to consider a sale at the
present time in light of our business prospects and operating environment and, after consulting with its financial and legal advisors, determined
that it was prepared to consider a sale now at an attractive price. Our board also discussed the request by IBM for a period of exclusive
negotiations during which we would, among other things, not be able to discuss an acquisition with any other party. At the end of a detailed
discussion and after consulting with its financial and legal advisors, our board directed USA to communicate to IBM that our board was
prepared to move forward with a three-week period of exclusive negotiations if IBM were to raise its indication of interest price to $13.50 per
share, the three-week exclusivity period was subject to the definitive agreement containing either a fiduciary out or a go shop provision and there
being no unusual closing conditions that IBM anticipated requesting in connection with a definitive agreement. Our board also discussed
additional steps required if it were to receive an indication of interest from other interested parties and scheduled a meeting for Thursday,
September 22, 2011.

On September 21, 2011, representatives of USA received an inquiry from another investment banking firm on behalf of another company,
which we refer to as Company D, about potentially submitting an offer to acquire our company.

On September 22, 2011, as directed by our board, USA contacted a representative of IBM to communicate the counter-proposal outlined by
our board. The IBM representative expressed that IBM was not willing to consider a $13.50 per share acquisition price but would consider
increasing its offer to or modestly above $12.00 per share and shortening the exclusivity period to 45 days.

On September 22, 2011, at an informational meeting of our board of directors, Mr. Fishback reported to our board on USA's discussions
with IBM during the day. After further discussion, our board determined that it would further consider the matter at the regularly scheduled
board meeting in the evening before responding to IBM.

In the evening of September 22, 2011, at a meeting of our board of directors, representatives of USA provided an update on developments
since our board meeting held earlier in the day. Representatives of USA first reviewed discussions with IBM and then reported that
representatives of USA had spoken with representatives from Company A, Company C and Company D. USA informed the board that Company
C had indicated that it was not interested in acquiring our company at $12.00 per share, that Company A anticipated responding the next day
about its level of interest in acquiring our company and that an investment banker representing Company D had contacted USA indicating
further interest. Our board then discussed IBM's willingness to increase its offer price to or modestly above $12.00 per share. After considering
(1) USA's financial analysis of IBM's potentially increased
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offer price, (ii) the likelihood of receiving a higher price from other potential buyers, (iii) the risk of jeopardizing IBM's offer if our board
delayed responding to IBM to consider other potential indications of interest, (iv) the ability of another third party to submit a superior offer at a
later date, subject to potentially paying a breakup fee, and (v) advice from Gunderson Dettmer regarding its fiduciary duties, our board
determined that it was prepared to agree to a period of exclusive negotiations of 45 days if IBM were to make an indication of interest at a price
higher than $12.00 per share and subject to other customary and reasonable terms. Additionally, our board directed USA to advise Company D
that, although it was late in the process, our board would welcome its submission of an indication of interest to acquire our company.

On September 23, 2011, USA received a written indication of interest from Company D to acquire our company at $13.00 per share, which
further provided that Company D anticipated that it could complete its due diligence review and execute a definitive agreement within 15
calendar days following our board's support of its indication of interest. Company D further noted that it would not require a period of exclusive
negotiations. Mr. Fishback was also notified by Company A that it was not going to pursue an acquisition of our company.

On September 23, 2011, USA contacted a representative of IBM to communicate that we had received a superior indication of interest from
a highly credible party that was prepared to proceed, without exclusivity, on a more accelerated timeframe than that on which IBM had indicated
to date it was prepared to proceed and that our board would be meeting later in the day to discuss how to respond. The IBM representative did
not indicate a willingness to consider increasing IBM's offer price.

On September 23, 2011, our board held a meeting to discuss the indication of interest to acquire our company from Company D and to
provide an update on the status of discussions with IBM. USA reviewed Company D's indication of interest and expressed USA's belief that
Company D was a highly credible buyer. During the meeting, an IBM representative contacted representatives of USA suggesting that IBM
might consider increasing its indicated purchase price. After deliberation of IBM's possible willingness to increase its price, our board concluded
that our company should pursue the offer from Company D unless IBM offered a higher price. Our board directed USA to contact IBM and offer
IBM the opportunity to increase its price.

On September 23, 2011, at the direction of our board, USA contacted IBM and offered IBM the opportunity to increase its price. The IBM
representative then delivered a written indication of interest to acquire our company at $13.20 per share conditioned on a 45-day exclusivity
period, with the indication of interest stating it would expire at 3:00 p.m. PDT the same day if not accepted before then.

On September 23, 2011 at 2:00 p.m. PDT, our board met again to review the subsequent conversation with IBM culminating in the receipt
of the revised written indication of interest and increased indicated offer price. Our board then discussed the indications of interest from IBM
and Company D. USA advised our board that both parties were highly credible with track records of successfully completing acquisitions after
commencing an acquisition process. Our board then recessed at 2:35 p.m. PDT while representatives of USA contacted representatives of
Company D to advise Company D that we had received a superior indication of interest from another potential buyer. The representative of
Company D informed USA that Company D was not prepared to increase its price above $13.00 per share without access to non-public
information about our company. Our board reconvened at approximately 2:45 p.m. PDT to review each indication of interest in detail, noting
that IBM was proposing $13.20 per share with a 45-day period of exclusive negotiations and that Company D was proposing $13.00 per share
without an exclusivity period and an expressed intent to complete its due diligence review and negotiate a definitive agreement within 15
calendar days. Our board discussed the relative benefits and risks of each indication of interest, including price, required exclusivity period, time
frame for completion and ability of each party to consummate a transaction. Our board further noted that IBM indicated a deadline of 3:00 p.m.
PDT to accept its request for a
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period of exclusive negotiations and support its indication of interest. Following discussion, it was the consensus of our board that, under the
circumstances, it would be in the best interests of our stockholders to grant the exclusivity required by IBM and further pursue its superior
indication of interest of $13.20 per share.

On September 23, 2011, following the conclusion of the meeting of our board of directors, we and IBM entered into an agreement under
which we agreed to grant exclusivity to IBM for at least 45 days ending no earlier than November 7, 2011 in connection with an indication of
interest to acquire our company for $13.20 per share. The exclusivity agreement generally provided that we and our representatives were
prohibited from soliciting, encouraging, entering into or continuing discussion regarding a takeover proposal, as defined, or furnishing
information to a third party with respect to a takeover proposal.

On September 24, 2011, Mr. Colburn of IBM introduced members of our management to Hiroki Minawa, a corporate development
executive of IBM, who led IBM's due diligence review of our company and retention planning process. In late September and early October,
(1) members of our management discussed IBM's due diligence review with representatives of IBM, (ii) IBM provided us with a comprehensive
due diligence request list, (iii) we established an electronic data room with requested due diligence documents and (iv) representatives of IBM
began reviewing those documents.

During October and November 2011, IBM conducted its legal, financial, technical and business due diligence.

On October 12 and 13, 2011, representatives of IBM contacted members of our management team to advise them that IBM's due diligence
review was ongoing and that it might require more time than originally thought. On October 15, 2011, Mr. Culhane discussed the status of
diligence with representatives of USA. On October 17, 2011, Mr. Fishback notified Mr. Lund of the status of IBM's diligence review and that it
might take longer than originally expected. On October 18, 2011, Mr. Fishback discussed the status of diligence with Mr. Lee of IBM.

On October 24, 2011, Mr. Colburn of IBM contacted Mr. Culhane to advise him that IBM was continuing its due diligence review and
requested that IBM conduct its onsite due diligence review on November 8, 9 and 10, 2011.

On October 27, 2011, Mr. Colburn of IBM contacted Mr. Culhane to request an extension of the exclusivity period from November 7, 2011
to November 28, 2001 to provide additional time for IBM to complete its due diligence review and for the parties to negotiate definitive
transaction documents. Representatives of USA then contacted Mr. Colburn of IBM to discuss the requested extension of the exclusivity period.

On November 3, 2011, at a meeting of our board, representatives of USA and Mr. Fishback provided updates on the proposed acquisition of
our company by IBM, particularly the current request for an extension of the exclusivity period. After considering recent developments at our
company, current economic and market conditions, our stock price, the reasons for the requested extension of the exclusivity period, the
potential harm to us by extending the exclusivity period and not completing the sale and the absence of any additional unsolicited indications of
interest from other third parties, our board authorized Mr. Fishback to negotiate an extension of the exclusivity period with IBM until no later
than midnight on November 21, 2011.

On November 4, 2011, the parties entered into a letter agreement extending the exclusivity period to November 21, 2011.

On November 8, 2011, Cravath Swaine & Moore, which we refer to as Cravath, legal counsel to IBM, sent Gunderson Dettmer an initial
draft of the merger agreement relating to the proposed acquisition of our company by IBM, which we refer to as the merger agreement. From
November 8,
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2011 until December 7, 2011, we and IBM, and our respective legal counsel, engaged in negotiations regarding the terms of the merger
agreement.

On November 8, 2011, certain members of our senior management team retained Fenwick & West LLP, which we refer to as Fenwick, to
advise them with respect to potential employment and/or retention arrangements with IBM.

From November 8 to 10, 2011, members of our management met with a team of representatives from IBM who conducted an in depth
in-person due diligence review of our business.

On November 15, 2011, our board held a meeting to review the then current draft of the merger agreement and our proposed revisions to
the agreement. Representatives of Gunderson Dettmer reviewed, among other things, our representations, warranties and covenants in the
merger agreement, the circumstances under which IBM would not be required to complete the acquisition after entering into the merger
agreement, the ability of our board to respond to and ultimately accept a superior acquisition proposal and the termination fee payable by us if
our board withdrew or gave notice of its intent to withdraw its recommendation of the merger. Our board also discussed the process to date
regarding the negotiations of the merger agreement.

On November 16, 2011, a representative of IBM sent Mr. Fishback proposed offer letters to be entered into between IBM and certain of our
key executives. The offer letters included proposed retention arrangements and were conditioned upon IBM completing the acquisition of our
company.

On November 17, 2011, at an informational meeting of our board, USA presented a financial analysis of the merger in anticipation of a
subsequent board meeting at which USA would provide its fairness opinion to our board, if so requested by our board.

On November 17, 2011, a representative of IBM contacted Mr. Fishback to request a further extension of the exclusivity period, indicating
that IBM needed more time to complete its due diligence review and finalize the definitive agreements.

On November 18, 2011, USA reviewed its financial analysis with board members that were unable to attend the November 17, 2011 board
meeting, as well as reviewed IBM's request for an additional extension of the exclusivity period, with such request anticipated to be discussed
and considered at the scheduled board meeting on November 19, 2011.

On November 19, 2011, our board held a meeting to discuss extending the exclusivity period to December 4, 2011 in order to allow IBM to
complete its due diligence process and to finalize definitive agreements. After considering reasons for the requested extension, recent
developments at our company, current economic and market conditions, the financial analysis of the merger by USA, the status of any
indications of interest from other parties and the consequences of letting the exclusivity period lapse, our board determined to extend the
exclusivity period to December 4, 2011.

On November 21, 2011, the parties signed a letter agreement extending the exclusivity period to December 4, 2011.

By November 25, 2011, IBM and certain members of our senior management entered into offer letters the effectiveness of which was
conditioned upon IBM acquiring us.

On November 30, 2011, a representative of IBM contacted Mr. Fishback to request a further extension of the exclusivity period to
December 9, 2011 to complete its due diligence review and finalize the definitive agreements.

On December 1, 2011, members of the compensation committee of our board of directors reviewed the terms of the proposed offer letters,
including retention arrangements, with certain members of our senior management.
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On December 2, 2011, our board held a meeting to discuss extending the exclusivity period. After considering the reasons for the requested
extension, recent developments, current economic and market conditions, the financial analysis of the merger by USA, the status of any
indications of interest from other parties and the consequences of letting the exclusivity period lapse, our board determined to extend the
exclusivity period to December 8, 2011.

On December 2, 2011, the parties signed a letter agreement extending the exclusivity period to December 8, 2011.

On December 6, 2011, our board met to consider and, if appropriate, vote to approve the merger with IBM. Representatives of Gunderson
Dettmer reviewed the proposed terms and conditions of the merger agreement, including our representations, warranties and covenants in the
merger agreement, the circumstances under which IBM would not be required to complete the acquisition after entering into the merger
agreement, the ability of our board to respond to and ultimately accept a superior acquisition proposal and the termination fee payable by us if
our board withdrew or gave notice of its intent to withdraw its recommendation of the merger. Representatives of USA presented an updated
financial analysis and then rendered to our board its oral opinion, subsequently confirmed in writing, that, as of December 6, 2011, and based
upon and subject to the various assumptions, procedures, factors, qualifications and limitations set forth in the opinion, the $13.20 per share in
cash to be paid to the holders of our common stock pursuant to the merger agreement was fair, from a financial point of view, to such holders.
USA also indicated that its written fairness opinion was ready for delivery and subsequently delivered it to us on December 6, 2011. The full text
of the opinion of USA, dated December 6, 2011, is attached to this proxy statement as Annex B and is incorporated by reference in this proxy
statement in its entirety. See also, "The Merger Opinion of DemandTec's Financial Advisor." Representatives of Gunderson Dettmer then
reviewed the proposed resolutions to be considered for approval by our board. Following such presentations and upon further review and
discussion, our board unanimously resolved to approve the merger agreement and related matters and resolved to recommend that our
stockholders adopt the merger agreement, which is attached hereto as Annex A.

On December 7, 2011, the parties continued to finalize the merger agreement. The merger agreement was finalized shortly after the
cessation of trading of our common stock on The NASDAQ Global Market on December 7, 2011, at which point the merger agreement was
signed by the parties. The signing of the merger agreement was publicly announced on December 8, 2011, prior to the opening of trading of our
common stock on The NASDAQ Global Market.

Recommendation of DemandTec's Board of Directors and Reasons for the Merger

At a meeting of our board of directors on December 6, 2011, our board of directors unanimously determined that the merger agreement and
the merger are fair to and advisable and in the best interests of DemandTec and its stockholders. Accordingly, our board of directors

unanimously approved the merger agreement. Our board of directors unanimously recommends that you vote (i) ""FOR'" the adoption of
the merger agreement, (ii) ""FOR" the proposal to adjourn the special meeting to a later date, if necessary or appropriate, to solicit
additional proxies in the event there are not sufficient votes in favor of adoption of the merger agreement at the time of the special
meeting and (iii) "FOR'"' the proposal with respect to an approval, on an advisory (non-binding) basis, of certain '""golden parachute'
compensation that may be paid or become payable to DemandTec's named executive officers in connection with the merger, including
the agreements and understandings with DemandTec pursuant to which such compensation may be paid or become payable.

In the course of reaching its decision to approve the merger agreement, to declare that the merger agreement and the merger are fair to and
advisable and in the best interests of DemandTec and its stockholders and to recommend that DemandTec's stockholders vote to adopt the
merger agreement,
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our board of directors consulted with our senior management and our financial advisor USA. Our board of directors also consulted with outside
legal counsel regarding its fiduciary duties and the terms of the merger agreement and related matters. The following discussion includes the
material reasons and factors considered by our board of directors in making its recommendation, but is not, and is not intended to be, exhaustive.

Factors considered by our board of directors weighing in favor of the merger included:

Merger Consideration. Our board of directors considered the following with respect to the merger consideration to be received by
DemandTec's stockholders:

that stockholders will be entitled to receive merger consideration of $13.20 per share in cash upon the closing of the merger,
providing liquidity and certainty of value as compared to the uncertain future long-term value to stockholders that might or

might not be realized if we remained independent;

the fact that the $13.20 per share value of the cash merger consideration represents a 93% and 74% premium, respectively,
over the average closing price of our common stock on The NASDAQ Global Market over the 90 and 30 trading day periods
ending on December 5, 2011 (the last trading day prior to our board of directors' approval of the merger agreement) and
represents a 60% premium over the closing price of our common stock on The NASDAQ Global Market on December 5,
2011 (the last trading day prior to our board of directors' approval of the merger agreement), and the levels of those

premiums as compared to the premiums in other comparable merger transactions;

the then current financial market conditions and the recent and historical market prices of our common stock, including the
market price performance of our common stock relative to those of other industry participants since our initial public
offering in August 2007 and over the last 12 months. See "Market Prices and Dividend Data" for information about our

common stock prices since March 1, 2009; and

the determination, based on discussions with management and our financial advisor, that IBM was the party most likely to
have the most interest in acquiring us at the highest price.

Prospects in Remaining Independent. Our board of directors considered the possibility of continuing to operate DemandTec as an

independent public company, including the perceived risks and uncertainties of remaining an independent public company. In considering the
alternative of pursuing growth as an independent company, our board of directors considered the following factors:

the need to successfully develop and introduce new service offerings and expand our customer base and geographic scope of
operations in order to achieve our three-year operating plan;

the risks associated with the need to expand our service offerings, customer base and geographic scope of operations;

the fact that even if DemandTec achieves our operating objectives, which contemplates significantly improved financial
performance, there is no assurance that the implied present value of its stock price would exceed the price offered by IBM;

and

the potential for increased competition, particularly from larger competitors such as IBM, that have greater financial
resources, larger sales forces with lower effective selling costs and the ability to bundle services which compete with ours
with their other product and service offerings.

Potential Alternative Acquisition by IBM. Our board of directors considered the possibility that, if we were not to combine with IBM at
this time, IBM would acquire another company in the industry
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and, in such event, there would be less likelihood that IBM would be an interested acquirer of us in the future.

Opinion of USA. Our board of directors considered the financial analyses presented by representatives of USA, as well as the oral opinion
of USA, subsequently confirmed in writing, to our board of directors that, as of December 6, 2011 and based upon and subject to the various
assumptions, procedures, factors, qualifications and limitations set forth in the written opinion, the consideration to be received by the holders of
shares of our common stock pursuant to the merger agreement was fair, from a financial point of view, to such holders, as more fully described
in the section entitled " Opinion of DemandTec's Financial Advisor" beginning on page 29.

Financial Forecasts. Our board of directors considered the financial forecasts prepared by DemandTec's management and summarized
below under " Financial Forecasts" beginning on page 39. These financial forecasts were also provided to USA for purposes of the opinion
described in the preceding paragraph.

Terms of the Merger Agreement. Our board of directors considered the terms and conditions of the merger agreement and the course of
negotiations thereof, including:

the conditions to IBM's obligation to complete the merger, including the absence of a financing condition, the absence of a
need for a vote of IBM's stockholders, and the ability of IBM to terminate the merger agreement under certain specified

circumstances;

the structure of the transaction as a merger, requiring approval by our stockholders, which would provide a period of time
prior to the closing of the merger during which an unsolicited superior proposal could be made;

our ability, under certain circumstances, to furnish information to and conduct negotiations with a third party, if our board of
directors determines in good faith that the third party has made a takeover proposal that is, or could reasonably be expected

to lead to, a superior proposal;

the ability of our board of directors, in connection with a superior proposal and under certain other circumstances, to change
its recommendation that our stockholders adopt the merger agreement if our board of directors determines in good faith,
after consultation with its outside counsel and a financial advisor of nationally recognized reputation, that the failure to do so

is reasonably likely to result in a breach of its fiduciary duties to our stockholders;

the requirement that we pay to IBM a termination fee of $14.0 million if the merger agreement is terminated under certain
specified circumstances;

the belief of our board of directors that, based upon information provided by DemandTec's legal counsel and financial
advisor, the termination fee would not preclude or substantially impede a possible superior proposal; and

that DemandTec's stockholders will be entitled to appraisal rights under Delaware law.

In the course of its deliberations, our board of directors also considered a variety of risks and factors weighing against the merger,
including:

Risks of Announcement and Closing. Our board of directors considered:

the risks and contingencies related to the announcement and pendency of the merger, including the impact on our employees
and our relationships with existing and prospective customers, suppliers and business partners, as well as other third parties;
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the risks of a delay in receiving, or a failure to receive, the necessary antitrust approvals and clearances to complete the
merger; and

the risks and costs to DemandTec if the merger is not completed, including the diversion of management and employee
attention, potential employee attrition, the potential impact on our stock price and the effect on our business relationships.

Limitations on DemandTec's Business. Our board of directors considered the potential limitations on DemandTec's pursuit of business
opportunities due to pre-closing covenants in the merger agreement whereby DemandTec agreed that it will carry on its business in the ordinary
course of business consistent with past practice and, subject to specified exceptions, will not take certain actions related to the conduct of its
business without the prior written consent of IBM.

Solicitation of Interest. Following receipt of proposed terms for the merger from IBM, our board of directors, with the assistance of USA,
considered other potential acquirers and solicited interest from other parties that might be potentially interested in a business combination with
DemandTec.

Cash Transaction. Our board of directors considered that the merger consideration is cash and, as a result, our stockholders will forego
any potential future increase in our value that might result from our possible growth, and that income realized as a result of the merger generally
will be taxable to our stockholders.

Stockholder Vote.  Our board of directors considered the requirement that the merger agreement obligates DemandTec to submit the
merger agreement for adoption by DemandTec's stockholders even if our board of directors withdraws its recommendation to our stockholders
to adopt the merger agreement.

Termination Fee and Other Alternative Acquirers. Our board of directors considered the possibility that the $14.0 million termination fee
payable to IBM under the circumstances set forth in the merger agreement might discourage a competing proposal to acquire DemandTec or
reduce the price of any such proposal.

Interests of Directors and Officers. Our board of directors considered the interests that certain of our directors and executive officers may
have with respect to the merger in addition to their interests as DemandTec stockholders generally, as described in " Interests of DemandTec's
Executive Officers and Directors in the Merger" on page 40.

The foregoing discussion is not intended to be exhaustive, but we believe it addresses the material information and principal factors
considered by our board of directors in its consideration of the merger.

In light of the variety of factors considered in connection with its evaluation of the merger and the complexity of these matters, our board of
directors did not find it practicable to, and did not, quantify or otherwise attempt to assign relative weights to the various factors considered in
reaching its determination, and individual directors may have given different weight to different factors. In addition, our board of directors did
not reach any specific conclusion with respect to any of the factors or reasons considered. Instead, our board of directors conducted an overall
analysis of the factors and reasons described above and determined that, in the aggregate, the potential benefits considered outweighed the
potential risks or possible negative consequences of approving the merger agreement and accordingly recommends that our stockholders vote
"FOR" the adoption of the merger agreement.

Opinion of DemandTec's Financial Advisor

We retained USA to provide us with financial advisory services and to potentially provide our board of directors with its opinion as to the
fairness of the consideration to be received by the holders
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of shares of our common stock in connection with a possible merger, sale or other strategic business combination. Our board of directors
selected USA to act as our financial advisor based on USA's qualifications, expertise and reputation. At the meeting of our board of directors on
December 6, 2011, USA rendered its oral opinion, subsequently confirmed in writing, that as of December 6, 2011, and based upon and subject
to the various assumptions, procedures, factors, qualifications and limitations set forth in the written opinion, the consideration to be received by
the holders of shares of our common stock pursuant to the merger agreement was fair, from a financial point of view, to such holders.

The full text of the written opinion of USA, dated as of December 6, 2011, is attached to this proxy statement as Annex B and is
incorporated herein by reference. The opinion sets forth, among other things, the assumptions made, procedures followed, matters
considered and limitations on the scope of the review undertaken by USA in rendering its opinion. We encourage you to read the
opinion carefully and in its entirety. USA's opinion is directed to our board of directors and addresses only the fairness as of the date of
the opinion, from a financial point of view, of the consideration to be received by the holders of shares of our common stock pursuant to
the merger agreement. It does not address any other term or aspect of the merger agreement or the merger or any term or aspect of any
other agreement or instrument contemplated by the merger agreement or entered into or amended in connection with the merger. It
does not constitute a recommendation to any holder of our common stock as to how to vote on the merger or any matter related to the
merger, and does not in any manner address the prices at which our common stock will trade at any time. The summary of the opinion
of USA set forth below is qualified in its entirety by reference to the full text of the opinion.

In connection with rendering its opinion, USA, among other things:

reviewed a draft, dated December 6, 2011, of the merger agreement, and certain related documents;

reviewed certain publicly available financial statements and other business and financial information of our company;

reviewed certain of our internal financial statements and other financial and operating data concerning our company;

reviewed certain financial projections and forecasts prepared by our management, which we refer to as the company
projections;

discussed the past and current operations and financial condition of our company, as well as the prospects of our company,
with our senior executives;

reviewed the reported prices and trading activity for our common stock;

compared the financial performance of our company and trading activity of our common stock with that of certain other
publicly traded companies comparable to us and our securities;

reviewed the financial terms, to the extent publicly available, of certain comparable acquisition transactions and compared
the proposed financial terms of the merger with the financial terms of such comparable acquisition transactions;

compared the aggregate consideration payable in the merger to the valuation of our company derived by discounting future
incremental cash flows and a related terminal value at discount rates USA deemed appropriate;

participated in discussions and negotiations among representatives of our company and IBM; and

performed such other analyses and considered such other factors as USA deemed appropriate.
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In arriving at its opinion, USA assumed and relied upon, but did not assume any responsibility to independently investigate or verify, the
accuracy and completeness of all information that was publicly available or supplied or otherwise made available to USA by us or that was
otherwise reviewed by USA. USA relied on assurances by our management that our management was not aware of any facts or circumstances
that would make such information inaccurate or misleading. USA did not obtain any independent evaluation or appraisal of any of our assets or
liabilities (contingent or otherwise), nor did it conduct a physical inspection of any of our properties or facilities. It was not furnished with any
such evaluations or appraisals of such physical inspections, and it did not assume any responsibility to obtain any such evaluations or appraisals.
In addition, USA relied, without independent verification, upon the assessments of our management as to the existing and future technology and
products of our company and the risks associated with such technology and products.

With respect to the company projections, USA assumed that they had been reasonably prepared on bases reflecting the best currently
available estimates and good faith judgments of our management as to the future financial performance of our company. USA expressed no
opinion with respect to the company projections or other financial forecasts or the assumptions on which they were based.

USA assumed that the merger would be consummated in accordance with the terms set forth in the merger agreement without any waiver or
amendment of any terms or conditions material in any way to its analysis. USA also assumed that the final executed form of the merger
agreement would be substantially similar to the draft that it examined. USA further assumed that all governmental, regulatory or other consents,
approvals or releases necessary for the consummation of the merger would be obtained without any delay, limitation, restriction or condition that
would, in any respect, be material to its analysis.

USA is not a legal, accounting, tax or regulatory advisor and assumed, with our permission, the accuracy and completeness of assessments
by our company and our legal, accounting, tax and regulatory advisors with respect to such matters. In addition, in preparing its opinion, USA
did not take into account any tax consequences of the proposed merger to any holder of our common stock.

USA's opinion was necessarily based on financial, economic, market and other conditions as in effect on, and the information made
available to USA as of, December 6, 2011. Events occurring after December 6, 2011 may affect its opinion and the assumptions used in
preparing it, and USA did not assume any obligation to update, revise or reaffirm its opinion.

USA expressed no opinion with respect to the fairness of the merger to, or any consideration received in connection therewith by, the
holders of any other class of securities, creditors, or other constituencies of our company. USA further provided no opinion with respect to the
fairness of the amount or nature of any compensation to be paid or payable to any of our officers, directors or employees, or any class of such
persons in connection with the merger, whether relative to the consideration to be paid to the holders of shares of our common stock pursuant to
the merger agreement or otherwise.

The following is a brief summary of the material analyses performed by USA in connection with its oral opinion and the preparation of its
written opinion dated December 6, 2011. The various analyses summarized below were based on the closing price of $8.26 per share of our
common stock as of December 5, 2011, the last full trading day prior to the meeting of our board of directors to consider and approve, adopt and
authorize the merger agreement. Some of these summaries of financial analyses include information presented in tabular format. In order to fully
understand the financial analyses used by USA, the tables must be read together with the text of each summary. The tables alone do not
constitute a complete description of the financial analyses.
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Based upon the approximately 38.5 million shares of our company common stock that were outstanding on a fully-diluted basis (including
outstanding options and restricted stock units) as of November 11, 2011, USA noted that the consideration of $13.20 per share to be received by
holders of shares of our common stock pursuant to the merger agreement implied a fully-diluted equity value of approximately $508 million.
USA noted that, net of approximately $65 million of cash and cash equivalents (as of November 11, 2011), the consideration implied a
fully-diluted enterprise value of approximately $443 million. USA also noted that the consideration per share of our common stock of $13.20
pursuant to the merger agreement reflected a 60% premium to the closing price per share of our common stock as of December 5, 2011 (the last
full trading day prior to the meeting of our board of directors at which USA provided its oral opinion (subsequently provided in writing)) of
$8.26.

Comparable Public Company Trading Analysis

USA performed a comparable public company trading analysis, which attempts to provide an implied value of a company by comparing it
to similar companies that are publicly traded. USA compared certain financial estimates for our company with comparable publicly available
consensus estimates for selected companies that share similar business characteristics or those that have similar scale and operating
characteristics. These companies included the following software as a service, which we refer to as SaaS, companies, enterprise analytics
companies and commerce software and solutions companies, which we refer to collectively as the selected comparable companies:

SaaS Companies

Concur Technologies, Inc.

Constant Contact, Inc.

NetSuite Inc.

RightNow Technologies, Inc.

salesforce.com, inc.

SuccessFactors, Inc.

Taleo Corporation

The Ultimate Software Group, Inc.

Vocus, Inc.

Enterprise Analytics Companies

Actuate Corporation
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Fair Isaac Corporation

MicroStrategy Incorporated

PROS Holdings, Inc.

Qlik Technologies, Inc.

Teradata Corporation

Verisk Analytics, Inc.

Commerce Software and Solutions Companies

Ariba, Inc.
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International Business Machines Corporation
JDA Software Group, Inc.

Manhattan Associates, Inc.

Oracle Corporation

Retalix Ltd.

SAP AG

SPS Commerce, Inc.

For purposes of this analysis, USA analyzed the following statistics for each of the selected comparable companies:

the enterprise value divided by estimated revenue for calendar year 2011, which is referred to below as Enterprise
Value/2011E Revenue;

the enterprise value divided by estimated revenue for calendar year 2012, which is referred to below as Enterprise
Value/2012E Revenue;

the enterprise value divided by estimated earnings before interest, taxes, depreciation and amortization, which we refer to as
EBITDA, for calendar year 2011, which is referred to below as Enterprise Value/2011E EBITDA; and

the enterprise value divided by estimated EBITDA for calendar year 2012, which is referred to below as Enterprise
Value/2012E EBITDA.

Based on the analysis of the relevant metrics for each of the selected comparable companies, USA selected representative ranges of
financial multiples and applied these ranges of multiples to the relevant financial statistic for our company based on financial estimates prepared

by our management. For our company, USA used fiscal year financial results ended February 28 or 29, as applicable, as a proxy for calendar
results ended December 31 of the prior year.

Based on our outstanding shares on a fully diluted basis (including outstanding options and restricted stock units) as of November 11, 2011,
USA calculated the estimated implied value per share of our common stock as follows:

Implied Value

Selected Comparable Per Share of
Companies Representative Our Common
Financial Statistic Multiple Range Stock
Enterprise Value/2011E Revenue 3.0x - 4.0x $9.01 - $11.27
Enterprise Value/2012E Revenue 2.5x - 3.5x% $9.00 - $11.70
Enterprise Value/2011E EBITDA 18.0x - 25.0x $3.70-$ 4.42
Enterprise Value/2012E EBITDA 15.0x - 20.0x $5.17-$ 6.27

USA noted that the consideration to be received by the holders of shares of our common stock pursuant to the merger agreement was
$13.20 per share.
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No company utilized in the comparable public company trading analysis is identical to our company. In evaluating the selected comparable
companies, USA made judgments and assumptions with regard to industry performance, general business, economic, market and financial
conditions and other matters, many of which are beyond our control, such as the impact of competition on our businesses and the industry
generally, industry growth and the absence of any adverse material change in our financial condition and prospects or the industry or in the
financial markets in general.
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Equity Research Analysts' Price Target Analysis

USA reviewed and analyzed future public market trading price targets for our common stock prepared and published by equity research
analysts prior to December 5, 2011. These one year forward targets reflected each analyst's estimate of the future public market trading price of
our common stock and were not discounted to reflect present values. The range of undiscounted analyst price targets for our common stock was
$7.00 to $11.00 per share as of December 5, 2011. USA noted that the median undiscounted analyst price target was $9.00 per share.

USA noted that the consideration to be received by the holders of shares of our common stock pursuant to the merger agreement was
$13.20 per share.

The public market trading price targets published by equity research analysts do not necessarily reflect current market trading prices for our
common stock, and these estimates are subject to uncertainties, including our future financial performance and future financial market
conditions.

Precedent Transactions Analysis

USA performed a precedent transactions analysis, which is designed to imply a value of a company based on financial terms and premiums
of selected transactions. In connection with its analysis, USA compared available statistics for 14 selected transactions, which we refer to as the
selected precedent transactions, announced since January 1, 2009, involving enterprise software and analytics companies. USA selected the
selected precedent transactions because they shared certain characteristics with this transaction. The following is a list of the selected precedent
transactions reviewed and the month and year each transaction was announced:

Date Announced Acquiror Target
December 2011 SAP AG SuccessFactors, Inc.
October 2011 Oracle Corporation RightNow
Technologies, Inc.
April 2011 Apax Partners Worldwide LLP Epicor Software Corporation
March 2011 eBay Inc. GSI Commerce, Inc.
January 2011 The Riverside Company Pareto Corporation
December 2010 Teradata Corporation Aprimo, Incorporated
November 2010 Ariba, Inc. Quadrem
November 2010 Oracle Corporation Art Technology Group, Inc.
September 2010 International Business Machines OpenPages
Corporation
August 2010 International Business Machines Unica Corporation
Corporation
June 2010 International Business Machines Coremetrics
Corporation
November 2009 JDA Software Group, Inc. i2 Technologies, Inc.
September 2009 Adobe Systems Incorporated Omniture, Inc.
July 2009 International Business Machines SPSS Inc.

Corporation
Using publicly available estimates and other information for the selected precedent transactions, USA analyzed the following statistics for
the selected precedent transactions, to the extent such statistics were available:

the enterprise value of target company divided by revenue for the last 12 months, which we refer to as LTM, which is
referred to below as Enterprise Value/LTM Revenue;

the enterprise value of target company divided by estimated revenue for the next 12 months, which we refer to as NTM,
which is referred to below as Enterprise Value/NTM Revenue;

the enterprise value of target company divided by LTM EBITDA, which is referred to below as Enterprise Value/LTM
EBITDA; and
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the enterprise value of target company divided by estimated NTM EBITDA, which is referred to below as Enterprise
Value/NTM EBITDA.

Based on the analysis of the relevant metrics and time frames for the selected precedent transactions, USA selected representative ranges of
implied financial multiples of the selected precedent transactions and applied these ranges of financial multiples to the relevant financial statistic
for our company. For purposes of this analysis, USA utilized the company projections. For our LTM revenue and LTM EBITDA, USA used the
12 month period ending February 29, 2012 included in the company projections, and for our NTM revenue and NTM EBITDA, USA used the
12 month period ending February 28, 2013 included in the company projections. The following table summarizes USA's analysis:

Implied Value
Representative Per Share of
Selected Precedent Transactions Financial Statistic Range Our Common Stock
Enterprise Value/LTM Revenue 4.3x-5.1x $11.94 - $13.70
Enterprise Value/NTM Revenue 3.5x - 4.4x $11.70 - $14.07
Enterprise Value/LTM EBITDA 25.0x - 35.0x $4.42 - $5.44
Enterprise Value/NTM EBITDA 15.0x - 25.0x $5.17 - $7.35

USA noted that the consideration to be received by the holders of shares of our common stock pursuant to the merger agreement was
$13.20 per share.

No company or transaction utilized in the precedent transactions analysis is identical to our company or the merger. In evaluating the
selected precedent transactions, USA made numerous judgments and assumptions with regard to industry performance, general business,
economic, market, and financial conditions and other matters, which are beyond our control, such as the impact of competition on our business
or the industry generally, industry growth and the absence of any adverse material change in our financial condition or the industry or in the
financial markets in general.

Premiums Paid Analysis

Using publicly available information, USA analyzed the premiums offered in the selected precedent transactions, where such premium
information was available. USA also analyzed the premiums offered for a broader group of technology deals over the past three years based on a
Thomson SDC data set as of December 5, 2011. The Thomson SDC data set included all announced and completed U.S. technology deals with a
public target, cash only consideration, and transaction value greater than $25 million; it excluded spinoffs, recapitalizations, exchange offers,
repurchases and acquisitions of remaining interest.

For all of these transactions, USA calculated the premium represented by the offer price over the target company's average share price for
the periods represented by one trading day, 30 trading days, 90 trading days and 180 trading days prior to the transaction's announcement. This
analysis indicated the following premiums for those time periods prior to announcement:

Premiums Paid
Selected Precedent Transactions

Time Period Prior to Announcement Mean Median

1 day 38% 36%
30 days 44% 45%
90 days 49% 46%
180 days 57% 44%
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Premiums Paid
Thomson SDC Data Set: Last Three Years

25th 75th
Time Period Prior to Announcement Percentile Percentile Mean Median
1 day 21% 51% 40% 33%
30 days 25% 52% 46% 39%
90 days 27% 60% 50% 43%
180 days 29% 68% 49% 40%

USA observed that our common stock closed at $8.26 on December 5, 2011 (the last full trading day prior to the meeting of our board of
directors at which USA provided its oral opinion (subsequently provided in writing)). USA noted that the consideration per share of our common
stock of $13.20 pursuant to the merger agreement reflected a 60% premium to the closing price per share of our common stock as of
December 5, 2011, a 71% premium to the average closing price per share of our common stock for the 30 day trading period prior to and
including December 5, 2011, a 93% premium to the average closing price per share of our common stock for the 90 day trading period prior to
and including December 5, 2011, and a 58% premium to the average closing price per share of our common stock for the 180 day trading period
prior to and including December 5, 2011.

Based on the data analyzed from all of these transactions, USA used a one day premium reference range of 25% to 45%, and performed a
premiums paid analysis using the closing price per share of our common stock on December 5, 2011, the last full trading day prior to the
meeting of our board of directors at which USA provided its oral opinion (subsequently provided in writing). This analysis indicated a range of
implied values per share of our company common stock of $10.33 to $11.98.

USA noted that the consideration to be received by the holders of shares of our common stock pursuant to the merger agreement was
$13.20 per share.

Discounted Future Trading Analysis

USA performed a discounted future trading analysis, which estimates the future trading value of a company's common equity in the public
markets based on assumed financial performance and discounts the resulting value to arrive at an estimated present value range for such
company's stock price.

To calculate the future trading value of our common stock, USA used three sources of estimates for our future financial performance for the
fiscal years 2011 through 2015. As one source, USA utilized a research report prepared in 2011, which projected results through fiscal year
2014, which we refer to as the street equity research case 1. As another source, USA utilized another research report prepared in 2011, which
also projected results through fiscal year 2014, which we refer to as the street equity research case 2. Results for fiscal year 2015 were then
extrapolated for both the street equity research cases 1 and 2 assuming constant revenue growth, constant gross margin and a 2% operating
income margin expansion. USA also utilized estimates prepared by our management on September 19, 2011, which projected results through
fiscal year 2015, which we refer to as the company projections.

For all three analyses, USA used fiscal year financial results ended February 28 or 29, as applicable, as a proxy for calendar results ended
December 31 of the prior year. The analyses also assumed consistent share count across all three cases based on non-GAAP projections provided
by our management on September 19, 2011, and that the share count and cash and cash equivalents balance as of November 11, 2013 are equal
to the share count and cash and cash equivalents balance as of December 31, 2013. USA applied a discount rate range of 15.0% to 25.0%, which
was chosen by USA based upon an analysis of the weighted average cost of capital of our company and taking into account macro-economic
assumptions, estimates of risk and other appropriate factors.
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The following table summarizes USA's analysis:

Implied Present
Assumed Forward Value Per
Revenue Multiple Share of Our
Range Common Stock
Street Equity Research Case 1 2.5x - 3.5x $6.38 - $9.74
Street Equity Research Case 2 2.5x - 3.5x $7.11 - $10.92
Company Projections 2.5x - 3.5x $7.77 - $12.14

USA noted that the consideration to be received by the holders of shares of our common stock pursuant to the merger agreement was
$13.20 per share.

Discounted Cash Flow Analysis

USA performed a discounted cash flow analysis, which is designed to imply a potential value of a company by calculating the net present
value of estimated future cash flows of the company. USA prepared two versions of the discounted cash flow analysis, one that utilized forecasts
from the street equity research case 2 and one that utilized forecasts from the company projections. With respect to the analysis utilizing the
street equity research case 2, forecasts through fiscal year 2014 were based on the street equity research case 2 and forecasts for fiscal years
2015 through 2018 were extrapolated assuming a constant revenue growth rate, constant gross margins, and that depreciation & amortization,
capital expenditures and change in working capital would grow as a fixed percentage of revenue, and no federal tax and minimal other tax
liabilities. For the analysis utilizing the company projections, forecasts through fiscal year 2015 were based on the company projections and
forecasts for fiscal years 2016 through 2018 were extrapolated using the same assumptions as the street equity research case 2. USA calculated
the present value of our free cash flows for fiscal years 2013 through 2017 and calculated the terminal value in fiscal year 2017 based on a NTM
revenue multiple ranging from 2.5x to 3.5x, which was chosen by USA based on the growth and profitability metrics of our company and USA's
judgment and experience. These values were discounted to present values as of December 31, 2011 at a discount rate ranging from 15.0% to
25.0%, which was chosen by USA based upon an analysis of the weighted average cost of capital of our company and taking into account
macro-economic assumptions, estimates of risk and other appropriate factors. All references to fiscal years refer to our fiscal year ended as of
February 28 or 29, as applicable.

The following table summarizes USA's analysis:

Implied Present
Value Per
Share of Our

Common Stock
Street Equity Research Case 2 $6.98 - $11.76
Company Projections $9.26 - $15.83

USA noted that the consideration to be received by the holders of shares of our common stock pursuant to the merger agreement was

$13.20 per share.

In connection with the review of the merger by our board of directors, USA performed a variety of financial and comparative analyses for
purposes of rendering its opinion, as summarized above. The preparation of a financial opinion is a complex process and is not necessarily
susceptible to a partial analysis or summary description. In arriving at its opinion, USA considered the results of all of its analyses as a whole
and did not attribute any particular weight to any analysis or factor it considered. USA believes that selecting any portion of its analyses, without
considering all analyses as a whole, would create an incomplete view of the process underlying its analyses and opinion. In addition, USA may
have given various analyses and factors more or less weight than other analyses and factors, and
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may have deemed various assumptions more or less probable than other assumptions. As a result, the ranges of valuations resulting from any
particular analysis described above should not be taken to be USA's view of the actual value of our company. In performing its analyses, USA
made numerous assumptions with respect to industry performance, general business and economic conditions and other matters. Many of these
assumptions are beyond our control. Any estimates contained in USA's analyses are not necessarily indicative of future results or actual values,
which may be significantly more or less favorable than those suggested by such estimates.

USA conducted the analyses described above solely as part of its analysis of the fairness as of the date of its opinion, from a financial point
of view, of the consideration to be received by the holders of shares of our common stock pursuant to the merger agreement. These analyses do
not purport to be appraisals or to reflect the prices at which shares of our common stock might actually trade.

The merger consideration to be received by the holders of shares of our common stock was determined through arm's length negotiations
between our company and IBM and was approved by our board of directors. USA provided advice to our board of directors during these
negotiations. USA did not, however, recommend any specific consideration to us or our board of directors or that any specific consideration
constituted the only appropriate consideration for the merger.

USA's opinion and its presentation to our board of directors was one of many factors taken into consideration by our board of directors in
deciding to approve, adopt and authorize the merger agreement (see "Recommendation of DemandTec's Board of Directors and Reasons for the
Merger" beginning on page 26). Consequently, the analyses as described above should not be viewed as determinative of the opinion of our
board of directors with respect to the merger consideration or of whether our board of directors would have been willing to agree to different
consideration.

Our board of directors retained USA based upon USA's qualifications, experience and expertise. USA is regularly engaged in the valuation
of businesses and their securities in connection with mergers and acquisitions, strategic transactions, corporate restructurings, and valuations for
corporate and other purposes. USA provides investment banking and other services to a wide range of corporations and individuals, domestically
and offshore, from which conflicting interests or duties may arise. In the ordinary course of these activities, affiliates of USA may at any time
hold long or short positions, and may trade or otherwise effect transactions in debt or equity securities or loans of our company, IBM or certain
of their respective affiliates. During the two year period prior to the date of its opinion, no material relationship existed between USA and its
affiliates and either our company or IBM pursuant to which compensation was received by USA or its affiliates; however, USA and its affiliates
may in the future provide investment banking and other financial services to our company or IBM and their respective affiliates for which USA
would expect to receive compensation.

Our engagement letter with USA provides for USA to receive fees for its financial advisory services of approximately $4.9 million,
$500,000 of which was payable upon delivery of its opinion and the remainder of which is payable contingent upon the closing of the merger.
We have also agreed to reimburse USA for its expenses, including reasonable fees of outside counsel and reasonable travel costs, incurred in
connection with its engagement. In addition, we have agreed to indemnify USA and its affiliates, their respective members, directors, officers,
partners, agents and employees and each person, if any, controlling USA or any of its affiliates against certain losses relating to or arising out of
USA's engagement or any related transactions. USA's opinion was approved by USA's fairness opinion committee in accordance with USA's
customary practice.

None of DemandTec or our affiliates, advisors, officers, directors or representatives has made or makes any representation to any
stockholder or other person regarding the ultimate performance of DemandTec compared to the information contained in the forecasts or that
forecasted results will be achieved.
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Financial Forecasts

We do not make public forecasts as to future performance or earnings beyond the current quarter and current fiscal year due to the inherent
unpredictability of the underlying assumptions and estimates. For internal planning purposes but not for public disclosure, our management team
periodically prepares a long-term financial plan, which our management team presents to our board. Our current internal financial plan, which
we refer to as the company projections, was reviewed by our board of directors, used by USA in connection with its financial analysis of the
merger consideration (see "Opinion of DemandTec's Financial Advisor" beginning on page 29) and provided to IBM. The company projections
consisted of financial forecasts for the fiscal years ending February 29, 2012 and February 28, 2013, 2014 [and 2015]. The company projections
did not give effect to the merger. The company projections were based on numerous assumptions made by our management, including assumed
annual growth rates with respect to subscriptions and licenses, assumed annual renewal rates with respect to subscriptions and maintenance and
assumed rates of our cost of goods sold margins.

The financial forecasts for 2012 through 2015 fiscal years included in the company projections were as follows:

Fiscal Years Ending February 28 or 29.
2012 2013 2014 2015

(In millions, except per share amounts)

Revenue $ 909 $ 1089 $ 130.7 $ 156.8
Adjusted Gross Profit $ 612 $ 749 $§ 932 §$ 1161
Adjusted Net Income $ (©4) $ 43 $ 120 $ 231
Adjusted Earnings Per Share $ 01 $ o011 $ 030 $ 054

Free Cash Flow $ 1.1 $ 88 $ 170 $ 276

The adjusted gross profit, net income and earnings per share in the forecasts excluded all stock-based compensation expense, amortization
of purchased intangible assets and restructuring charges. Free cash flow was calculated by adding back to adjusted net income depreciation and
amortization, adding or subtracting changes in working capital and subtracting capital expenditures and other income. Adjusted gross profit,
adjusted net income, adjusted earnings per share and free cash flow are non-GAAP measures that are used by our management as supplemental
financial measurements to evaluate our operational trends and should not be considered as alternatives to gross profit, net income, earnings per
share or cash flow as indicators of our operating performance. Adjusted gross profit, adjusted net income, adjusted earnings per share and free
cash flow are not defined under generally accepted accounting principles in the United States, which we refer to as GAAP. Accordingly, they
have limitations in that they do not reflect all of the amounts associated with our company's results of operations, as determined in accordance
with GAAP, and may not be comparable measurements to those used by other companies.

The company projections above are included in this proxy statement to provide our stockholders access to certain nonpublic information
considered by our board of directors in connection with its evaluation of the merger, provided to USA in connection with its opinion to our
board of directors, as more fully described in the section entitled "Opinion of DemandTec's Financial Advisor" beginning on page 29, and
provided to IBM for the purpose of allowing it to evaluate the merger.

The financial forecasts stated above were prepared for internal use in connection with the merger and not with a view toward public
disclosure or toward complying with GAAP, the published guidelines of the Securities and Exchange Commission regarding forecasts or the
guidelines established by the American Institute of Certified Public Accountants for preparation and presentation of prospective financial
information. The company projections included in this proxy statement were prepared by, and are the responsibility of, our management. We do
not assume any responsibility to update these forecasts. Neither our independent registered public accounting firm, nor any other independent
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accountants, have compiled, examined or performed any procedures with respect to the financial forecasts contained herein, nor have they
expressed any opinion or any other form of assurance on such forecasts or their achievability, and assume no responsibility for, and disclaim any
association with, th