OPENSYS (M) BERHAD (Company No. 369818-W)

(Incorporated in Malaysia)

UNAUDITED INTERIM FINANCIAL REPORT

Interim financial report on results for the quarter ended 31 December 2004.

The figures have not been audited.

CONDENSED INCOME STATEMENT


INDIVIDUAL PERIOD
CUMULATIVE PERIOD


PRECEDING


YEAR


CURRENT YEAR
CORRESPONDING


QUARTER
QUARTER
12 MONTHS ENDED


UNAUDITED
UNAUDITED
UNAUDITED
AUDITED


31.12.2004
31.12.2003
31.12.2004
31.12.2003


RM’000
RM’000
RM’000
RM’000

REVENUE
9,298
8,733
20,318
22,706

OPERATING EXPENSES
(7,252)
(6,482)
(19,066)
(21,374)

OTHER OPERATING

  INCOME
43
27
277
131


-------------
-------------
-------------
-------------

PROFIT FROM OPERATIONS
2,089
2,278
1,529
1,463

FINANCE COSTS
(258)
(217)
(966)
(416)


-------------
-------------
-------------
-------------

PROFIT BEFORE TAXATION
1,831
2,061
563
1,047

TAXATION
(3)
(9)
(3)
(35)


-------------
-------------
-------------
-------------

NET PROFIT FOR THE

  PERIOD
1,828
2,052
560
1,012


========
========
========
========

EARNINGS PER SHARE

Ordinary shares of RM0.10 each :-

Basic (Sen)
0.82
1.22
0.26
0.60


========
========
========
========

The Condensed Income Statement should be read in conjunction with the Financial Report for the year ended 31 December 2003

CONDENSED BALANCE SHEET


UNAUDITED
AUDITED


AS AT
AS AT


31.12.2004
31.12.2003


RM’000
RM’000

PROPERTY, PLANT & EQUIPMENT
4,573
2,895


-------------
-------------

DEVELOPMENT EXPENDITURE
12,902
9,889


-------------
-------------

CURRENT ASSETS


Inventories
6,031
2,083


Trade debtors
25,383
20,029


Other debtors, deposits & prepayments
3,902
4,341


Fixed deposits
6,509
3,614


Cash & bank balances
468
235



-------------
-------------



42,293
30,302



-------------
-------------

LESS :
CURRENT LIABILITIES


Trade creditors
12,775
13,676


Other creditors & accruals
2,751
2,078


Hire purchase & lease creditors
3,427
56


Amount due to director
78
100


Bankers acceptance
2,826
2,057


Bank overdrafts
669
1,983


Term loan
7,600
4,505


Provision for taxation
2
2


-------------
-------------


30,128
24,457


-------------
-------------

NET CURRENT ASSETS
12,165
5,845


-------------
-------------


29,640
18,629


========
========

CONDENSED BALANCE SHEET - continued


UNAUDITED
AUDITED


AS AT
AS AT


31.12.2004
31.12.2003


RM’000
RM’000

SHARE CAPITAL
22,180
16,880

Share premium
5,878
-

ACCUMULATED PROFITS
1,582
1,022


-------------
-------------

SHAREHOLDERS’ FUNDS
29,640
17,902

LONG TERM LIABILITIES


Hire purchase & lease creditors
-
36


Term loan
-
691


-------------
-------------



29,640
18,629



========
========

Net Tangible Assets per RM0.10 share (Sen)
7.55
4.75


========
========

The Condensed Balance Sheet should be read in conjunction with the Financial Report for the year ended 31 December 2003

CONDENSED STATEMENT OF CHANGES IN EQUITY


Share
Share
Unappropriated

Capital
Premium
Profits
Total


RM’000
RM’000
RM’000
RM’000

As at 1 January 2004
16,880
-
1,022
17,902

Public issue during the period
5,300
7,420
-
12,720

Listing expenses written off
-
(1,542)
-
(1,542)

Net profit for the period
-
-
560
560


-------------
-------------
-------------
-------------

As at 31 December 2004
22,180
5,878
1,582
29,640


========
========
========
========

The Condensed Statement of Changes in Equity should be read in conjunction with the Financial Report for the year ended 31 December 2003

CONDENSED CASH FLOW STATEMENT


12 MONTHS ENDED


UNAUDITED
AUDITED


31.12.2004
31.12.2003


RM’000
RM’000

Cash flows from operating activities


Profit before taxation
563
1,047


Adjustments for :-


Non-cash items
3,835
2,550


Non-operating items
(271)
(131)



-------------
-------------


Operating profit before working capital changes
4,127
3,466


Net changes in current assets
(7,377)
(4,818)


Net changes in current liabilities
(576)
1,952


Tax Paid
(3)
(35)


Interest paid
(640)
(416)


Interest received
234
117



-------------
-------------


Net cash (used in)/from operating activities
(4,235)
266



-------------
-------------

Cash flows from investing activities


Purchase of property, plant & equipment
(784)
(1,731)


Development expenditure paid
(4,784)
(4,288)


Proceeds from disposal of property, plant & equipment
259
102



-------------
-------------


Net cash used in investing activities
(5,309)
(5,917)



-------------
-------------

CONDENSED CASH FLOW STATEMENT - Continued


12 MONTHS ENDED


UNAUDITED
AUDITED


31.12.2004
31.12.2003


RM’000
RM’000

Cash flows from financing activities


Listing expenses paid
(1,542)
-


Release of fixed deposits under lien
356
117


Proceeds from borrowings
14,340
8,991


Proceeds from issue of share capital
12,720
-


Repayment of borrowings
(11,167)
(2,962)


Repayment of hire purchase and lease creditors
(365)
(138)



-------------
-------------


Net cash from financing activities
14,342
6,008



-------------
-------------

Net changes in cash and cash equivalents
4,798
357

Cash and cash equivalents brought forward
(1,500)
(1,857)



-------------
-------------

Cash and cash equivalents carried forward
3,298
(1,500)


========
========

Cash and cash equivalents comprise :-

Fixed deposits
6,509
3,614

Cash & bank balances
468
235

Bank overdrafts
(669)
(1,983)



-------------
-------------


6,308
1,866

Less : Fixed deposits under lien
(3,010)
(3,366)


-------------
-------------


3,298
(1,500)


========
========

The Condensed Cash Flow Statement should be read in conjunction with the Financial Report for the year ended 31 December 2003

Notes : -

Disclosure requirements per MASB 26 - paragraph 16

A1.
Accounting Policies and Methods of Computation

The interim financial report is unaudited and has been prepared in accordance with MASB 26.

The Condensed Financial Statements should be read in conjunction with the audited financial statements of the Company for the year ended 31 December 2003.

The accounting policies and methods of computation adopted by the Company in this unaudited interim financial report are consistent with those adopted in the latest audited financial statements for the financial year ended 31 December 2003.

The following notes explain the events and transactions that are significant to the understanding of the changes in the financial position and performance of the Company since the financial year ended 31 December 2003.

A2.
Qualification of Financial Statements

The Auditors’ Report on the financial statements of the Company for the financial year ended 31 December 2003 was not subject to any qualification.

A3.
Seasonality or Cyclicality of Operations

The business operations of the Company are not materially affected by any seasonal or cyclical factors.

A4.
Exceptional or Unusual Items

During the current financial quarter, there was no item of exceptional or unusual nature that affects the assets, liabilities, equity, net income or cash flows of the Company.

A5.
Changes in Estimates of Amounts Reported

There was no change to estimate of amount reported that has a material effect in the current financial quarter under review.

Notes : - continued
A6.
Changes in Debt Securities and Equity Securities

During the current financial quarter, there was no issuance, cancellation, repurchase, resale and repayment of debt securities and equity securities.

A7.
Dividend paid

No dividend has been paid during the current financial quarter.

A8.
Segmental Reporting

No segment information is prepared as the Company’s activities are predominantly in one industry segment. The segmental information by geographical segments is set out as follows :-


INDIVIDUAL PERIOD
CUMULATIVE PERIOD


PRECEDING


YEAR


CURRENT YEAR
CORRESPONDING


QUARTER
QUARTER
12 MONTHS ENDED


UNAUDITED
UNAUDITED
UNAUDITED
AUDITED


31.12.2004
31.12.2003
31.12.2004
31.12.2003



RM’000
RM’000
RM’000
RM’000


Segmental reporting

Analysis by geographical area

Revenue

Operations in


  - Malaysia
9,273
8,597
19,989
22,110


  - Europe and Asia Pacific
25
136
329
596



-------------
-------------
-------------
-------------



9,298
8,733
20,318
22,706



========
========
========
========


Profit Before Taxation


Operations in


  - Malaysia
2,002
2,222
673
1,411


  - Europe and Asia Pacific
(171)
(161)
(110)
(364)



-------------
-------------
-------------
-------------



1,831
2,061
563
1,047



========
========
========
========

A9.
Valuation of Property, Plant and Equipment

The company did not carry out any valuation on its property, plant and equipment.

Notes : - continued
A10.
Material Events Subsequent to the Current Quarter
There were no material events subsequent to the end of the current financial quarter up to the date of this announcement.

A11.
Changes in the Composition of the group
Not applicable.

A12.
Changes in Contingent Liabilities or Contingent Assets
Not applicable.

Disclosure requirements required by the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) for the MESDAQ Market

B1.
Review of Performance

Final Quarter ended 31 December 2004
The Company recorded a revenue of RM9.298 million for the quarter ended 31 December 2004 mainly attributed to the sales of Touch ESM' products. This resulted in an increase in revenue of the Company from RM11.020 million for the nine (9) months period ended 30 September 2004 to RM20.318 million for the year ended 31 December 2004.

The Company recorded a profit after taxation of RM1.828 million for the quarter ended 31 December 2004.

Year ended 31 December 2004

The total revenue of RM20.318 million for the financial year ended 31 December 2004 was mainly attributed to the sales of Touch ESM’ products and support services deriving from the maintenance of Touch ESM and software products to the insurance industry. For the overall year, the Company recorded a profit after taxation of RM0.560 million.

Notes : - continued

B2.
Comparison with Preceding Year Corresponding Quarter


12 MONTHS ENDED


UNAUDITED
AUDITED


31.12.2004
31.12.2003


RM’000
RM’000

Revenue
20,318
22,706

Profit before taxation
563
1,047


========
========

In comparison, the Company recorded a drop in revenue mainly due to the drop in sales of Touch ESM products as the Company’s customers in the insurance and telecommunication industries currently prefer to outsource their Touch ESM implementation instead of purchasing the equipment outright to minimise their capital outlay.  Such decision also benefits the Company, as it will provide the Company with recurring income from the transaction charges for the use of its Touch ESM products.

The Company recorded a drop in profit before taxation mainly due to the decrease in revenue as mentioned above and also the fact that the Company incurred more operating and implementation expenses in relation to its Touch ESM’ products resulting from additional customization, integration, testing and implementation procedures being carried out during the financial year ended 31 December 2004 which are technical in nature. Such stringent procedures which are part of the quality assurance and operating process of the Company for its Touch ESM’ new products, are required to accommodate and facilitate various changes in customers’ specification, design and requirement. 

B3.
Prospects


OpenSys’ customers in the telecommunication and insurance sector prefers the Business Process Outsourcing (BPO) model instead of outright sales where the customers pay by transaction charges for the use of its Touch ESM products. The Company is thus able to generate recurring monthly income and cash flow from these outsourcing operations to increase the sustainability of its business for the long term. In addition, there are some potential customers in the ASEAN and Middle East Regions who are interested in OpenSys’ Touch ESM products arising from the Company’s continuous marketing activities there. The Directors are confident and expect the Company to achieve satisfactory performance for the financial year ending 31 December 2005.
B4.
Profit Forecast

No profit forecast was announced; hence there are no comparison between actual results and forecast.

Notes : - continued

B5.
Taxation


Taxation comprises the following :-


INDIVIDUAL PERIOD
CUMULATIVE PERIOD


PRECEDING


YEAR


CURRENT YEAR
CORRESPONDING


QUARTER
QUARTER
12 MONTHS ENDED


UNAUDITED
UNAUDITED
UNAUDITED
AUDITED


31.12.2004
31.12.2003
31.12.2004
31.12.2003



RM’000
RM’000
RM’000
RM’000


Malaysian income tax

--------------------------


Tax charged for the


  current period
12
9
78
35


Less : Tax credit available
(9)
-
(75)
-



-------------
-------------
-------------
-------------



3
9
3
35



========
========
========
========

The provision for taxation of the Company for the current financial quarter is in respect of interest income. The business income of the Company is non-taxable as it is a company with awarded with the Multimedia Super Corridor (“MSC”) status.

B6.
Sales of Unquoted Investment and/or Properties

There was no sale of unquoted investment or properties during the current financial quarter.

B7.
Quoted Securities

During the current financial quarter, there was no purchase or disposal of quoted securities. The Company does not have any quoted securities at the end of the current financial quarter.

B8.
Corporate Proposals


There are no corporate proposals announced by the Company, which is not completed as at the date of this announcement.
Notes : - continued

B9.
Company Borrowings 

The breakdown of OpenSys’ borrowings which are all secured are set out below:


UNAUDITED
AUDITED


AS AT
AS AT


31.12.2004
31.12.2003


RM’000
RM’000


Secured short-term borrowings:


Hire purchase & lease creditors
3,427
56


Bankers acceptance
2,826
2,057


Bank overdrafts
669
1,983


Term loan
7,600
4,505


-------------
-------------



14,522
8,601


-------------
-------------


Secured long-term borrowings:


Hire purchase & lease creditors
-
36


Term loan
-
691


-------------
-------------



-
727


-------------
-------------


-------------
-------------


Total borrowings
14,522
9,328


========
========

B10.
Off Balance Sheet Financial Instruments

No off balance sheet financial instruments were utilised for the current financial quarter.

B11.
Material Litigation

There was no material litigation pending as at the date of this announcement.

Notes : - continued
B12.
Dividend

No dividend has been declared or paid for the current financial quarter.

B13.
Earnings Per Share

(i)
Basic earnings per share


The basic earnings per share of the Company has been computed by dividing the net profit for the financial quarter by the weighted average number of ordinary shares in issue after adjustments for the public issue of 53,000,000 ordinary shares in the current financial quarter 31 December 2004.


INDIVIDUAL PERIOD
CUMULATIVE PERIOD


PRECEDING


YEAR


CURRENT YEAR
CORRESPONDING


QUARTER
QUARTER
12 MONTHS ENDED


UNAUDITED
UNAUDITED
UNAUDITED
AUDITED


31.12.2004
31.12.2003
31.12.2004
31.12.2003

Net profit for

  the period (RM’000)
1,828
2,052
560
1,012



========
========
========
=======
Weighted average number

of ordinary shares (‘000)
221,800
168,800
219,041(i)
168,800 


========
========
========
========

Ordinary shares of RM0.10 each :-

  Basic earnings per share

  (sen)
0.82
1.22
0.26
0.60


========
========
========
========
(ii)
Diluted earnings per share

Not applicable.

Note:

(i)
The weighted average number of ordinary shares are computed taking into account of the public issue of 53,000,000 new OpenSys Shares on 20 January 2004 credited as fully paid-up in conjunction with the listing of the Company on the Mesdaq Market of Bursa Securities.
Notes : - continued

B14.
Utilisation of Proceeds 

As at 31 December 2004, the Company has utilised approximately 75.0% of the total proceeds raised from its Initial Public Offering.


The status of the utilisation proceeds is as follows:

	Details of Utilisation
	Total amount of proceeds

RM’000
	Utilised as at 31.12.2004

RM’000
	Amount unutilised

RM’000

	
	
	
	

	Working capital

-------------------
	
	
	

	-Financing of inventory of components for Touch ESM
	5,600
	3,809
	1,791

	-Research and development activities
	4,920
	4,114
	806

	-Sales and marketing expenses 
	700
	69
	631

	
	
	
	

	Estimated listing expenses
	1,500
	1,542
	(42)

	
	-------------
	-------------
	-------------

	Total
	12,720
	9,534
	3,186

	
	========
	========
	========


By Order of the Board

LIM SECK WAH

Secretary

Kuala Lumpur
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1

