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

(Incorporated in Malaysia)

UNAUDITED INTERIM FINANCIAL REPORT

Interim financial report on results for the quarter ended 31 March 2005.

The figures have not been audited.

CONDENSED INCOME STATEMENT


INDIVIDUAL PERIOD
CUMULATIVE PERIOD


PRECEDING


YEAR


CURRENT YEAR
CORRESPONDING


QUARTER
QUARTER
3 MONTHS ENDED


UNAUDITED
UNAUDITED
UNAUDITED
UNAUDITED


31.03.2005
31.03.2004
31.03.2005
31.03.2004


RM’000
RM’000
RM’000
RM’000

REVENUE
3,030
1,039
3,030
1,039

OPERATING EXPENSES
(3,099)
(2,853)
(3,099)
(2,853)

OTHER OPERATING

  INCOME
40
101
40
101


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

LOSS FROM OPERATIONS
(29)
(1,713)
(29)
(1,713)

FINANCE COSTS
(288)
(87)
(288)
(87)


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

LOSS BEFORE TAXATION
(317)
(1,800)
(317)
(1,800)

TAXATION
(13)
-
(13)
-


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

NET LOSS FOR THE PERIOD
(330)
(1,800)
(330)
(1,800)


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

LOSS PER SHARE

Ordinary shares of RM0.10 each :-

Basic (Sen)
(0.15)
(0.84)
(0.15)
(0.84)


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

The Condensed Income Statement should be read in conjunction with the Financial Report for the quarter ended 31 March 2004


CONDENSED BALANCE SHEET


UNAUDITED
AUDITED


AS AT
AS AT


31.03.2005
31.12.2004


RM’000
RM’000

PROPERTY, PLANT & EQUIPMENT
4,900
4,573


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

DEVELOPMENT EXPENDITURE
13,007
12,902


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

CURRENT ASSETS


Inventories
8,504
6,031


Trade debtors
25,290
25,383


Other debtors, deposits & prepayments
4,314
3,902


Tax Recoverable
32
32


Fixed deposits
5,274
6,509


Cash & bank balances
1,209
468



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



44,623
42,325



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

LESS :
CURRENT LIABILITIES


Trade creditors
14,290
15,235


Other creditors & accruals
252
404


Hire purchase & lease creditors
799
714


Amount due to director
18
-


Bankers acceptance
4,668
2,826


Bank overdrafts
1,718
669


Term loan
8,565
7,600



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


30,310
27,448


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

NET CURRENT ASSETS
14,313
14,877


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


32,220
32,352


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

CONDENSED BALANCE SHEET - continued


UNAUDITED
AUDITED


AS AT
AS AT


31.03.2005
31.12.2004


RM’000
RM’000

SHARE CAPITAL
22,180
22,180

Share premium
5,878
5,878

ACCUMULATED PROFITS
1,251
1,581


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

SHAREHOLDERS’ FUNDS
29,309
29,639

LONG TERM LIABILITIES


Hire purchase & lease creditors
2,911
2,713



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



32,220
32,352



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

Net Tangible Assets per RM0.10 share (Sen)
7.35
7.55


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

The Condensed Balance Sheet should be read in conjunction with the Financial Report for the year ended 31 December 2004

CONDENSED STATEMENT OF CHANGES IN EQUITY


Share
Share
Unappropriated

Capital
Premium
Profits/(Loss)
Total


RM’000
RM’000
RM’000
RM’000

As at 1 January 2005
22,180
5,878
1,581
29,639

Net loss for the period
-
-
(330)
(330)


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

As at 31 March 2005
22,180
5,878
1,251
29,309


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

As at 1 January 2004
16,880
-
1,023
17,903

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

Net loss for the period
-
-
(1,800)
(1,800)


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

As at 31 March 2004
22,180
7,420
(777)
28,823


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

The Condensed Statement of Changes in Equity should be read in conjunction with the Financial Report for the quarter ended 31 March 2004

CONDENSED CASH FLOW STATEMENT


3 MONTHS ENDED


UNAUDITED
UNAUDITED


31.03.2005
31.03.2004


RM’000
RM’000

Cash flows from operating activities


Loss before taxation
(317)
(1,800)


Adjustments for :-


Non-cash items
1,071
655


Non-operating items
(40)
(12)



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


Operating profit/(loss) before working capital changes
714
(1,157)


Net changes in current assets
(2,791)
(468)


Net changes in current liabilities
(1,140)
(4,533)


Tax Paid
(13)
-


Interest paid
(227)
(87)


Interest received
40
102



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


Net cash used in operating activities
(3,417)
(6,143)



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

Cash flows from investing activities


Purchase of property, plant & equipment
(172)
(15)


Development expenditure paid
(581)
(1,283)



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


Net cash used in investing activities
(753)
(1,298)



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

CONDENSED CASH FLOW STATEMENT - Continued


3 MONTHS ENDED


UNAUDITED
UNAUDITED


31.03.2005
31.03.2004


RM’000
RM’000

Cash flows from financing activities


Release/(Placement) of fixed deposits under lien
2,476
(31)


Proceeds from borrowings
4,694
2,859


Proceeds from issue of share capital
-
12,720


Repayment of borrowings
(1,887)
-


Repayment of hire purchase and lease creditors
(179)
(13)



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


Net cash from financing activities
5,104
15,535



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

Net changes in cash and cash equivalents
934
8,094

Cash and cash equivalents brought forward
3,288
(1,500)



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

Cash and cash equivalents carried forward
4,222
6,594


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

Cash and cash equivalents comprise :-

Fixed deposits
5,274
11,577

Cash & bank balances
1,209
365

Bank overdrafts
(1,718)
(1,952)



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


4,765
9,990

Less : Fixed deposits under lien
(543)
(3,396)


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


4,222
6,594


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

The Condensed Cash Flow Statement should be read in conjunction with the Financial Report for the quarter ended 31 March 2004

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 2004.

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 2004.

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 2004.

A2.
Qualification of Financial Statements

The Auditors’ Report on the financial statements of the Company for the financial year ended 31 December 2004 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
3 MONTHS ENDED


UNAUDITED
UNAUDITED
UNAUDITED
UNAUDITED


31.03.2005
31.03.2004
31.03.2005
31.03.2004



RM’000
RM’000
RM’000
RM’000


Segmental reporting

Analysis by geographical area

Revenue

Operations in


  - Malaysia
3,030
994
3,030
994


  - Europe and Asia Pacific
-
45
-
45



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



3,030
1,039
3,030
1,039



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


Loss Before Taxation


Operations in


  - Malaysia
(317)
(1,732)
(317)
(1,732)


  - Europe and Asia Pacific
-
(68)
-
(68)



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



(317)
(1,800)
(317)
(1,800)



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

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


3 MONTHS ENDED


UNAUDITED
UNAUDITED


31.03.2005
31.03.2004


RM’000
RM’000

Revenue
3,030
1,039

Loss before taxation
(317)
(1,800)


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

The Company recorded an increase in revenue mainly attributed to higher income derived from support services and recurring income from transaction charges of outsourcing the Touch ESM products during the first quarter of 2005. 

The Company recorded a lower loss before taxation of RM0.317 million this quarter as compared to the preceding year’s first quarter of RM1.800 million. This was mainly due to the higher gross margin generated from services and outsourcing revenue achieved in this quarter. In the first quarter of 2004, the Company also 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 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. 

Notes : - continued

B2.
Comparison with Preceding Quarter


3 MONTHS ENDED


UNAUDITED
UNAUDITED


31.03.2005
31.12.2004


RM’000
RM’000

Revenue
3,030
9,298

(Loss)/Profit before taxation
(317)
1,831


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

The Company recorded a revenue of RM3.030 million for the quarter year ended 31 March 2005 mainly attributed to the recurring income from the outsourcing of Touch ESM products and support services for the maintenance of Touch ESM and software products. However, the Company recorded a loss before taxation of RM0.317 million for this quarter mainly due to lower outright sales of Touch ESM products achieved in this quarter. 

In comparison, the revenue for the fourth quarter of 2004 was mainly generated from outright sales of Touch ESM products where profit was recognised immediately.

B3.
Prospects


OpenSys’ customers in the telecommunication and insurance sector currently prefer 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. Various marketing activities were also held to promote the usage of the Touch ESM products to the end-users. In addition, the Company has started or about to start customer trials of its Touch ESM products in China, UAE, Indonesia, Singapore and Brunei. In view of the above, the Directors 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
3 MONTHS ENDED


UNAUDITED
UNAUDITED
UNAUDITED
UNAUDITED


31.03.2005
31.03.2004
31.03.2005
31.03.2004



RM’000
RM’000
RM’000
RM’000


Malaysian income tax

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


Tax charged for the


  current period
13
29
13
29


Less : Tax credit available
-
(29)
-
(29)



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



13
-
13
-



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

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 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 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
UNAUDITED


AS AT
AS AT


31.03.2005
31.03.2004


RM’000
RM’000


Secured short-term borrowings:


Hire purchase & lease creditors
799
28


Bankers acceptance
4,668
4,613


Bank overdrafts
1,718
1,952


Term loan
8,565
5,500


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



15,750
12,093


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


Secured long-term borrowings:


Hire purchase & lease creditors
2,911
50



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



2,911
50


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


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


Total borrowings
18,661
12,143


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

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
3 MONTHS ENDED


UNAUDITED
UNAUDITED
UNAUDITED
UNAUDITED


31.03.2005
31.03.2004
31.03.2005
31.03.2004

Net loss for


the period (RM’000)
(330)
(1,800)
(330)
(1,800)



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


of ordinary shares (‘000)
221,800
212,967
221,800
212,967 (i)

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

Ordinary shares of RM0.10 each :-

  Basic loss per share

  (sen)
(0.15)
(0.84)
(0.15)
(0.84)


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

(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 March 2005, the Company has utilised approximately 86.6% 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 31.03.2005

RM’000
	Amount unutilised

RM’000

	
	
	
	

	Working capital

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

	-Financing of inventory of components for Touch ESM
	5,600
	4,428
	1,172

	-Research and development activities
	4,920
	4,863
	57

	-Sales and marketing expenses 
	700
	186
	514

	
	
	
	

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

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

	Total
	12,720
	11,019
	1,701

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


By Order of the Board

LIM SECK WAH

Secretary

Kuala Lumpur
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1

