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NICOLE SAYLER: Good morning. Thank you for joining us on Matrikon's First Quarter 2005 Conference Call. If you would like a copy of the related news release, financial statements, and management's discussion and analysis, you will find them on the investor relations section of our web site at Matrikon.com. On today's call are Nizar J. Somji, President & CEO, who will provide an update on our strategic plan progress and achievements over the course of the quarter and our Chief Financial Officer, Nimal Rodrigo, who will discuss some of the key achievements and factors affecting our financial results for the quarter ended November 30, 2004. Since you have had an opportunity to review the earnings announcement, we will not reiterate the numbers other than those that merit special attention. Before we begin, I would like to point out that certain statements during the course of this call may be forward looking. Please refer to the forward-looking statement section in our news release and the risks and uncertainties in Matrikon's 2004 annual report for items that may cause actual results to differ. I will now turn the call over to Nimal to provide some highlights of our financial performance.

NIMAL RODRIGO (Chief Financial Officer): Thank you Nicole. Good morning and thank you for joining us on our conference call. In Q1 we saw solid performance with revenue growth of 5% over the First Quarter of 2004, which was a very strong quarter. In the context of our annual targets, revenue was 24% of the lower end and 22% of the higher end of our 2005 revenue target of $62 million to $67 million. 

Gross margin was also exceptional at 54%, particularly given the relative mix of software and consulting revenues. As we continue to evolve the company and focus on solutions, gross margins in consulting revenue will continue to improve. We have been keeping very busy in all areas with utilization of 82%, that is up 9 points from 73% in Q1 of last year. We have managed to keep our spend relatively flat for the last year, when the PIA acquisition is excluded. 

Canadian dollar appreciation relative to the US dollar is continuing to play a factor in our financial results. With the US dollar at 1.18 on November 30th, compared to 1.3194 at the end of August, it had a significant non-cash impact in the quarter as a result of the revaluation of accounts receivable and other assets. The realized foreign exchange loss in the quarter was just over $500,000, while the unrealized losses were just under $1.2 million, that is pretax. We expect to recover some of these paper losses throughout the year. We currently have $1 million in forwards on the US dollar in place at 1.23 for January, February, and March, for a total of $3 million. I will now turn the call over to Nizar.

NIZAR J. SOMJI (President & CEO): Thank you, Nimal. Good morning and thank you for joining us. It is -39 Degrees Centigrade in Edmonton. We are actually very pleased with the first quarter results. Leaving aside the impact of foreign exchange, we had essentially a 4.5 cent quarter, which was very good and met expectations that we had set out earlier. License revenue was a little light, but that was expected given the very good fourth quarter we had. However, in December we achieved record product sales and established momentum for the calendar year of 2005, so we feel as that should not be an impact on what expect to achieve this year. 

The services business is doing very well as well. Gross margins have improved dramatically and our move to the solutions business is progressing quite well. As a solutions company, we are placing greater emphasis on very high-end strategic projects in the areas of plant audits, cyber security, and enterprise asset management, and evolving our products into solution suites that will align with our client's strategic initiatives and deliver greater value. Our global sales conference starts today and continues through the weekend, ending in our first ever global services conference. In the past we have experienced an increase in sales in the quarter following a sales conference, and we believe that the momentum will carry forward as expected this year as well. 

Given the business we have in place and booked, we maintain our revenue targets of 62 million to 67 million and our net income target of 4 million to 5 million for fiscal year 2005. That is a very quick summary of where we are and we will be happy to hear your thoughts and questions and we will ask the operator to open the lines for questions now.

Q&A

THANOS MOSCHOPOULOS (BMO Nesbitt Burns): Hi, good morning guys.

NIMAL RODRIGO: Good morning Thanos.

THANOS MOSCHOPOULOS: Now regarding the foreign exchange translation charge, what are your thoughts and plans as far as trying to mitigate some of this effect going forward?

NIZAR SOMJI: Well we have some forwards in place already and we have others that we are contemplating depending on where the US dollar goes to. So we expect, you know we have had about half-a-million in realized losses, and at this stage expect we will probably have about the same for the rest of the year. But we are mitigating some of that with forwards and we have got some other contracts that we have asked for which have not been filled at this stage. So we have got a strategy in place to mitigate it. 

THANOS MOSCHOPOULOS: Now l would like to clarify for the quarter that just ended, did you not have any hedges in place or did you just not have enough to cover what happened?

NIZAR SOMJI: We did have hedges in place but remember the dollar was heading towards a buck 15, a buck 14.

THANOS MOSCHOPOULOS: Right.

NIZAR SOMJI: So we did some conversions at a $1.18, to hedge against that but we keep having hedges that we are clearing and we are placing new ones as we move forward.

THANOS MOSCHOPOULOS: Now it seems like you added about 20 bodies in the quarter. Was that primarily in the consulting side? Or where was the hiring done?

NIMAL RODRIGO: The hiring was mainly in the, right, in the services side. We went up about 17 bodies in services.

THANOS MOSCHOPOULOS: Ok. On the competitive front, have there been any developments, Aspen Tech is obviously in a bit of disarray with the financial statements they have to redo, a CEO leaving, have you been able to take advantage of that? Or any other big trends in the industry?

NIZAR SOMJI: No, I think although they are distracted, they are still a competitive force and they are winning their share of business as well. But you know we are working on the weaknesses and trying to pursue our own business strategy if you like. One of the philosophies we have at Matrikon, is we need to run our own race and to be very focused on that. We are not as concerned about the competitors. I mean we know what they are doing, but our focus is to drive our own agenda and our own strategy. 

THANOS MOSCHOPOULOS: Okay. Do you have any deal metrics to give us for the quarter as far as number of deals? Or average deal size?

NIZAR SOMJI: No, we do not know that at this stage.

THANOS MOSCHOPOULOS: Okay. I will pass the line for now. Thank you.

GARETH TINGLING (Clarus Securities): Hi, good morning everybody. I was wondering if you could talk a little bit about the revenues that did not come in from software. I mean in terms of mix. It is exceptionally high on the services end now. Services did perform very well, but I was just wondering if there was anything specific? Are there delays generally that you are seeing going on? 

NIZAR SOMJI: You know, for a company of our size, the license revenue will fluctuate from quarter-to-quarter. You know we had an exceptionally good fourth quarter for software sales and so we had a light quarter with respect to license revenue in Q1. But in December we have done exceptionally well. So overall, we are on target to achieve the numbers in the mix that we were expecting to achieve this year.

GARETH TINGLING: Okay. I guess to put it another way. It sounds as though you said that from a strong Q4 may in fact mean that a somewhat weaker Q1, if I take your opening comments, as you stated them, why is that the case? 

NIZAR SOMJI: Just our pipeline, you close the business you had and you build it, you continue to build a pipeline and you it takes time for sales to close, so that is expected as we go through different cycles. But again, as I said to you we closed a lot of license revenue in December and so the numbers look pretty good in terms of meeting the expectations for the year. I do not think you should read anymore into that.

GARETH TINGLING: Oh no, I am not trying to read anything into it. I am just trying to understand. I mean, to me, the process of selling software, it is obviously an on-going one, so that any given time in your pipeline, you have got ones that are closing, you have got ones that are prospects, ones that are moving along. I guess if I am misinterpreting what you are saying, I just want to make sure that I am being brought back to a clear picture. But it seems as though you believe that because of the strength in Q4, that the pipeline might have been emptied or that there was not as much business rolling over into Q1 and I am just trying to understand what exactly, if I am hearing that incorrectly, I would like you to set me straight. 

NIZAR SOMJI: I do not know what you are hearing but, again what I told you was, we had an outstanding Q4 with software sales, right? There is a sales cycle to software, so it takes time and some of those things in the pipeline closed in December, so we are on target to meet the mix of business we talked about, or the guidance that we have given.

I do not think there is anymore magic to that. It would be nice if there was magic to it but there is not.

GARETH TINGLING: Okay. I was wondering just on the services end, your services margins were positively affected by the absence of what you referred to as equipment sales. And based upon just using a kind of metric from last year, making up the difference from what you guys reported this year, to what if you had done the same kind of equipment sales that you did last year. It looked as though your margins, your service margins on a weighted average basis would still have come in at around 44%, which is considerably above the realm that I was looking for. I was wondering if you have a stated target for where you expect that Shafin will be driving the overall margins?

NIZAR SOMJI: Well I think the target is, to have gross margins in the 50% to 55% range for the services business and overall for the company and slightly higher for the services business if you take out the equipment sales. And so, Shafin gets paid if he meets the gross margin targets otherwise he will have to borrow money to eat. So, I think we will do well.

GARETH TINGLING: Okay, sorry, then again, I just want to make sure. I think you have an overall gross margin target that you are aiming for of about 55%. Is that right?

NIZAR SOMJI: Between 50 and 55, yes.

GARETH TINGLING: Okay and that is overall?

NIZAR SOMJI: Overall, yes.

GARETH TINGLING: But that is obviously going to be positively affected by software revenues. Can you then just review with us what the expected margins should be for software, for your services, generally? And then for equipment?

NIZAR SOMJI: That is not something we have published because we are focused on the overall target. I mean there are internal targets that drive individual groups and when you look at the services business for example the gross margin targets for Australia are different than those for the UK. They are different from those in Western Canada and the US. So, it is not realistic to give you all of those numbers. We kind of want to focus on an overall number. 

GARETH TINGLING: Okay. Alright, I will pass it along for the time being. Thank you.

JEFF RATH (Canaccord Capital): Good morning guys.

NIZAR SOMJI: Good morning Jeff.

JEFF RATH: Yes. I do not want to beat a dead horse but, we are all trying to get our head around the F/X movement, given that we had the largest movement in 16 years, yesterday, it is causing no end of heartache for guys like us. When you look at your guidance for the full year, obviously you have got a big range, and that is probably as a result of the kind of operating leverage that comes with your improving revenue mix. What kind of sensitivity to that guidance could be further impacted by F/X? I guess what I am trying to get at, you have just talked about it now, not a huge hedging program, so that kind of skews our sensitivity numbers. I guess what I am trying to understand is, if we go to, I do not know, a 1.14, I am just using that as a guess.

NIZAR SOMJI: Yes.

JEFF RATH: Is that at a point that you can't meet your numbers? Can you give us any colour on the F/X number and how, what kind of thresholds or sensitivities, they might have? And how that might impact your full-year financial target? Because obviously you have just put up a pretty solid quarter, F/X has taken down your net results significantly. I am just wondering, how that goes through the full year? Thanks.

NIZAR SOMJI: There are two parts to that. One is the paper losses and one is the realized losses.And so the realized losses are the ones that we need to worry about. In the Q4 results, when we announced those, and when we gave the guidance for 2005, we actually put a matrix in there. To say the impact a penny change in each of the currencies would have on our earnings. So that still remains the same. So if we do go up to a buck 13, a buck 15, you know with the forwards we have in place and so on, you will see our ability to make our earnings targets will be impacted if it remains that low for the year. So we have got that matrix there, I do not have it in front of me, but if you dig that up, we have got a fairly good analysis on a penny change and what impact that would have. The other thing that hopefully will help us is that, unlike in the past where the British pound, some of the European currencies and Australia currencies have gone in the same direction as the US dollar. If those reverse as well, I think that will give us a positive hedge. So right know the way things look the British pound and the Australian dollar are not following the US dollar against the Canadian dollar. We are going in the reverse direction to some extent. 
NIMAL RODRIGO: Jeff just to give you a little bit of analysis on that. If we were to lock in a little bit more money at 1.25, we would cap our realized losses at about just over 800,000. We are looking at a 1.23, if we hedge what we believe we are going to convert for the rest of the year, we are looking at just over $900,000 of realized losses. We are not going to hedge unrealized losses.

JEFF RATH: Sure.

NIZAR SOMJI: You are looking at a couple of penny impact if we get the right hedging in place.

JEFF RATH: Just as a clear point of clarification, your full year guidance on a net income basis, does that include, obviously because even in this quarter there is a big discrepancy between unrealized and realized. Just from a sort of modeling perspective, does that net income range include just the effect of realized losses? Or of both?

NIZAR SOMJI: No, just the effect of realized losses. 

JEFF RATH: Okay, alright. 

NIMAL RODRIGO: And we were at 1.22 just the other day, right?

JEFF RATH: Yes, yes, yes, well, ask me in an hour and it will be materially different, so, no.

NIZAR SOMJI: That is really the challenge Jeff. So we are very focused on the realized losses, we need to be concerned but, it is just too volatile today. 

JEFF RATH: Nizar, just from a growth strategy, I wonder if you could speak a little bit about what you would, do you have some particular areas of strength in your outlook right now? Like from a geographic basis? Or from an end market? Are you seeing, what are the areas both geographically and within industries are you seeing the best activity from a market demand perspective and outlook? And on the flipside, what are the areas that you are expecting to be the weaker side to your business? Both again on a geographic basis and on an end market basis? A little colour there would help us.

NIZAR SOMJI: Geographically I think we are seeing growth pretty much across the board, at all levels including Australia and Europe. We are seeing some good growth in all geographic areas. There is no one particular area that looks weak; everyone has targets for modest to fairly solid growth. So we do not see an impact there. From an industry specific standpoint, given our forecast and some of the solutions we have, I expect to the oil & gas business, as well as mining and so on to continue to grow. We may see a slight decline in the power business, as a percentage of our overall sales. I know we made some progress but not enough in driving that, whereas the oil & gas business, I think we had some good success, as well as mining. So you will see a bit of a split there, perhaps a couple of percent down on one and a few percent up on the others. But again, the revenue mix that we saw in Q1 is approximately what we expect to keep for the rest of the year. 

JEFF RATH: Okay and when you look out from an acquisition standpoint, you have done now a couple of sort of tuck-in acquisitions, PI and then Hunter in Australia. When you kind of look at either by product suite, or by geography, or customer, or industry specific, can you share with us a little bit of what kind of industries you would like to move into? Or how you would look at growth by acquisition in the future? 

NIZAR SOMJI: In terms of acquisition I think you know we would like to solidify our position a little better in Europe. PI is a small part of that, so I think in the North Sea in the oil & gas business there, I think we have got a solid base now. But in the rest of Europe we have not, other than our other licensing agreement with Best Solutions in Germany and we have a couple of distributors in Norway. We still see Europe as a tremendous opportunity. I think with the recent announcements of a closer economic tie between a lot of the European countries, this should be a tremendous growth area. So we will continue to look for acquisition opportunities like PI that can help take our solutions into the European market space. As far as Asia is concerned, we will do something this year in terms of building a base in Asia. It will likely be by moving people from here and building a base as opposed to acquisition but that is also something we are looking at. In the United States, we continue to look for candidates for acquisition in the California area as well as in the southeastern area. But there is nothing on the horizon today that I can share with you that is close for us.

JEFF RATH: Just one final question and then I will pass it on. I will continue to ask this question as your revenue mix and everything changes. Can you share with us any of your thoughts on seasonality? I mean, your seasonality, expected or realized, changed over the last couple of years; you have had some more seasonal dips then expected. Obviously you are moving towards a model I think that should eliminate much of it. Do you expect any noticeable seasonality at this point given your outlook? Or do you think that what we saw last year, again will be more muted this year? Any thoughts there would be great.

NIZAR SOMJI: I think given the disaster we had in Q2 of last fiscal year, we have worked hard to create a bit more of a balance. You will always have ups and downs in license revenue because if there is a half-a-million dollar contract, or half-a-million dollar license sale can sway your earnings numbers either way. So you will have a bit of those dips and ups as you go through that. But overall you know we are trying to a greater extent to sort of balance things out and work towards a fairly flat, continuing growth quarter-to-quarter as opposed to having dips. But occasionally we will have some. To answer your question, I think we are working towards getting things a little flatter and growing in a straight line. And as we expect the later part of this year to be better than the first part of the year and then to continue to grow in that direction.

JEFF RATH: Thanks very much, I will pass it on.

IAN ELLIOT (Private Investor): Yes, good morning.

NIMAL RODRIGO: Good morning Ian.

IAN ELLIOT: Just trying to narrow down this foreign exchange question. To reach your lower guidance of 4 million, what average exchange rate did you use for Canadian to US dollar?

NIZAR SOMJI: $1.23

IAN ELLIOT: $1.23

NIMAL RODRIGO: Of realized.

NIZAR SOMJI: We are not speculating on unrealized.

IAN ELLIOT: I understand, $1.23, thank you. And just on receivables, I have not worked in the software industry, but I have heard of software and I have hired consultants, 94 days seems a long time. What are your terms of trade?

NIMAL RODRIGO: Well there are a couple things that enter into that. One is we do business in the Middle East where holdbacks are actually something that is traditionally done. So that skews it upwards. 

NIZAR SOMJI: We do business net 30 days. The average in the software industry is around 90 days. So we are not that far off. But the other number that we don't publish is the invoice to payment numbers, right? Which are in the 70, 75-day range and so we are within industry norms, industry averages, but we continue to work hard. I think you make an outstanding point is really to reduce the impact of F/X if we were collecting much sooner and that will do that and I think the processes are in place, we are working to reduce that number and I think you will see some improvement this fiscal year, that number will go down.

IAN ELLIOT: Right. Just one final question. You clearly have a great product. What pricing power do you have, say in the US to mitigate some of the exchange rate changes?

NIZAR SOMJI: You know pricing is always an interesting challenge. There are many situations where we do have good control where we are not competing. But there are areas where when we are competing in the strategic lines that we need to go after, then our pricing strength goes down and you know we need to compete to win. Overall, I think we will see over this year and next year that pricing will continue to go up as demand picks up as well as I think our competitors realize that they also have an obligation to make money as we do. 

IAN ELLIOT: Okay. Thank you very much and good luck for 2005.

NIZAR SOMJI: Thank you Ian.

BRIAN POW (Acumen Capital): Good morning Nizar. 

NIZAR SOMJI: How are you doing Brian?

BRIAN POW: I am doing fine, thanks. I am just sort of looking at your segment results and I have a good sense of how your margin performance is in each of your geographic regions. Looking at Europe, at 63% is that a sustainable number? And can that sort of performance be translated into other geographic areas? 

NIMAL RODRIGO: Well, 63 is a little high but we certainly expect that the margins from Europe are going to be slightly higher than the average of 55. 

NIZAR SOMJI: Well the margins in Europe are dictated by the rates we can get and the fact that some of the work gets done in Canada, so it helps the margins from that standpoint. We are actually putting together a model that will allow us to retain those margins by using the right mix of people from Canada and elsewhere to execute the business we are doing in Europe.

BRIAN POW: Okay. When you look at the Australian revenues just sort of give a brief reason…is it just project delays? Is there a concentration of large projects in Australia? Or can you give us a little bit more understanding of why the revenues dropped what they did?

NIZAR SOMJI: Oh there are large projects in Australia. Probably a good percentage of large projects are in Australia, especially in the mining business there. So there milestone completions and so on impact their revenue recognition. We should see some improvement in Q2 with respect to the recognition of some of the revenue for Australia and so you will see some recovery there.

BRIAN POW: If we sort of looked historically, Australia has been a big swinging factor in a lot of your quarters. I am just sort of curious, are you trying to get a little better handle there or is this just going to be reflective of Australia on a go-forward basis as well?

NIZAR SOMJI: No, I think we are pushing hard in terms of walking away from the lower end business. But they are at the stage where Matrikon was 3 or 4 years ago. Where to really build and get into the business we are in today, you have got to be a player in the lower end business especially in the control system and the instrumentation type business, but we are continuing to move up the food chain there. So, we have a good solid base of clients that we work with and it will take some time but I think we will move up the food chain and certainly will meet the margin targets that we have for the rest of the company.

BRIAN POW: Okay. Can you give us a headcount projection?

NIMAL RODRIGO: Well certainly at the end of Q4, we said that we would be no higher than 525.

BRIAN POW: Okay. Great gentlemen, that is all I have, thanks.

BOB MCWHIRTER (Selective Asset Management): You talked about having good success on the oil & gas and on the mining side and expect the continued growth there. The software that you have to be able to get more reserves out of the ground is the oil and gas patch, as described in your website, is quite impressive. You talk about what you see in the near-term, as far as both the pilots you have underway and potential new clients expressing interest in the software.

NIZAR SOMJI: I think that is a good point. What we have done so far is really we have put together all the marketing material which we will unveil at the sales conference this weekend. We have hired a domain expert from the oil & gas business to help drive that business. He joins us March 1st, and so we are beginning to now push that into other clients, as the pilots have been successful. So we have two things that will happen. One is the rollout of the pilots within the two clients that we have, which we expect to see some good revenue from. As well as, we are hoping to have at least two more clients signed up before the end of this fiscal year for pilots and to be able to move forward and we see that happening in the next quarter or so.

BOB MCWHIRTER: And on reducing time of payment by customers to reduce the F/X impact, can you give consideration to some type of incentive to the clients, whether it is a 1, or 1 ½, or 2% incentive because obviously, as Jeff Rath pointed out, the dollar seems to be very volatile and it may be a less expensive way of basically receiving the same result as forward, and basically saying to the clients, look out of there, the impact is not terribly large, but the impact to you is substantial. Therefore it is in both party's best interest to get the money in as quickly as possible. 

NIZAR SOMJI: You know Bob, in the past we have done that, given clients 1% or 2%. But they end up paying us within the same timeframe but less 1% or 2%. So we got a little screwed there. So we are a little careful now in giving those incentives because if they end up paying us in 80 days we are still in the same spot, right? 

BOB MCWHIRTER: Yes, and on the collections, or sorry the DSOs as far as the Middle East some holdbacks are traditionally done, is it possible to break out what portion of your business is subject to these kind of holdbacks and just as a general industry comment, typically the holdbacks in the Middle East, over what kind of timeframe would you eventually get paid? In other words, is it one where they end up saying, okay we are going to holdback 5% or 10% which are simply paid out after 90 days or 180 days, what is the kind of general Mid-East business practice?

NIMAL RODRIGO: Yes, it is usually about 10% and it is usually over a 12-month holdback in the Middle East. So essentially the holdback covers the 12-month warranty period and the question always is when does the warranty period start? This usually ends up being between 12 and 18 months to get the holdback. For North American contracts, we generally do not have holdbacks and when we do they are usually 90 days after the Site Acceptance Test, so it is not just as onerous the Middle East ones are.

BOB MCWHIRTER: Okay, and on that note then, does it make sense to breakout what the actual number of holdbacks is across the complete company?

NIMAL RODRIGO: Sure, we can try and do that for our next quarter to see what it is.

BOB MCWHIRTER: Right, and going back to the size of contracts. One you said earlier that you did not have the details here with you. Do you have a ballpark guess of gee, orders generally had an average selling price or total selling price that were bigger than before or lesser? Just a wet-finger guess as to what you think the direction was?

NIZAR SOMJI: Excluding the drivers business which is small business, excluding drivers the average contracts price has gone up, but by how much, I do not have the number right now.

BOB MCWHIRTER: Okay, thank you very much.

NIZAR SOMJI: Alright, Bob.

GARETH TINGLING: I was just wondering, Nimal, if you could just talk a little bit about the timing of the actual realized F/X? Because just looking back through the 3-months of your quarter, it looked as though for September anyway, it was positive, October it was flat in terms of the average exchange rate over that period. I know you have got to translate your accounts as of the last day of November from a financial or from you balance sheet and that sort of thing. But I guess looking at it in terms of linearity of the business and when the sales are happening to try to figure out how things are going to look going forward. Can you give us any indication of linearity for the last quarter? Or how you guys see it going forward? I think obviously there are several different pieces moving in here, one of them is the sales that you are actually doing, but the other one is obviously as people have pointed out here, is your accounts receivables and your balance sheet accounts.

NIMAL RODRIGO: I think I understand the question Gareth, but I am not sure. Let me answer it this way. We exchanged some money at just under 1 18 when we thought the dollar was going to 1 15. That caused a realized loss. And the realized loss was we exchanged about $3.5 million at just under 1 18.  

GARETH TINGLING: Okay.

NIMAL RODRIGO: And you know we took the full 1400 basis point hit.

GARETH TINGLING: Okay. Alright, thank you, gentlemen.

GABRIEL LEUNG (Paradigm Capital): Just wondering if you guys can provide some colour on how the pipeline of large opportunities are right now? Or of standardization deals? Thanks.

NIZAR SOMJI: Generally we do not talk about our backlog or pipeline. But the pipeline is very strong and we expect to continue to deliver the business as we move forward. There is not a whole lot of colour we can add to it. I think business remains very strong.

GABRIEL LEUNG: Would you be able to comment on how many large opportunities that you are currently working on right now?

NIZAR SOMJI: I do not have a count per se, I mean how many there are. We have a fairly solid pipeline and a number of clients that we continue to work with that we are growing the business with and negotiating corporate deals for software and so on, and it is hard to peg what that number would be. It is not something we share right now.

THANOS MOSCHOPOULOS: Hi. Do you have any comments on the product development front, whether you have any major releases coming out over the next few quarters? Where you are targeting your product development efforts? And what kind of reception you have been getting from your recent launches? Like ProcessGuard MOCCA and ProcessDoctor Tai-Ji?

NIZAR SOMJI: ProcessDoctor TaiJi is probably one of the most exciting things that has come about in a while and it has seen some really good results and there is a very high acceptance level for that. ProcessGuard MOCCA is fairly new and I think as the regulations for managing change, in particular, continue to drive industry, plus Guard MOCCA is the leader in terms of being able to meet those regulations and achieve those and then create a kind of reporting and follow up infrastructure that you need. So we have got some good acceptance of that. In terms of new releases, you know in every product we will see a new release in 2005, in terms of new features and changes that we continue to have intermediate releases as well as minor functional releases. One of the things that we are focused on doing right now is really building the specific suites to be able to drive the vertical solutions, especially in the oil & gas business, as well as the power. So you will see that in some of the suites come through this year and you will see announcements for oil & gas and power that we expect to release this year.

THANOS MOSCHOPOULOS: Okay, and just to clarify a point, the numbers you guys have published previously regarding foreign exchange sensitivity, that would just include the impact based on realized losses? Right?

NIZAR SOMJI: Yes.

THANOS MOSCHOPOULOS: Okay, great. Thank you.

NICOLE SAYLER: That concludes our conference call for the First Quarter of 2005. Thank you for joining us today.
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