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OPERATOR: Good morning, ladies and gentlemen. Thank you for standing by. Welcome to the Matrikon Incorporated Third Quarter Results Conference Call. At this time, all participants are in a listen-only mode. Following the presentation, we will conduct a question-and-answer session. Instructions will be provided at that time for you to queue up for questions. If anyone has any difficulties hearing the conference, please press * 0 for operator assistance at any time.

I would like to remind everyone that this conference call is being recorded on Wednesday, July 6, 2005, at 8:30 a.m. Eastern. 

I will now turn the conference over to Nicole Sayler, Investor Relations Manager. Please go ahead.
NICOLE SAYLER (Investor Relations Manager): Good morning. Thank you for joining Matrikon's Third 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 in the Investor Relations section of our website at matrikon.com.

On today's call are Nizar J. Somji, President and CEO, who will be providing 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 May 31, 2005.

Since you have all by now 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'd like to point out that certain statements during the course of this call may be forward-looking. Please refer to the Forward-Looking Statements 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'll now turn the call over to Nimal to provide some highlights of our financial performance.

NIMAL RODRIGO (Chief Financial Officer): Good morning, and thank you for joining us today.

We are very pleased to report record revenue and strong earnings in the third quarter of 2005. Our third quarter revenue grew by 28 percent, to 17.14 million, and net income was 1.56 million, or $0.05 per share.

As expected, the strong product sales in the second quarter flowed through to record consulting and support revenue in the third quarter. Many of the product sales in the second quarter were a component of a larger solution which included consulting and implementation.

In spite of lower-than-expected software sales in the quarter, we achieved a gross margin of 55 percent, which is at the top end of our quarterly target range of 50-55 percent. This is a result of improved efficiency and project execution, higher daily rates for our service business, and reduction in lower-margin equipment revenue in the quarter.

Our consulting business achieved an overall gross margin of 46 percent in the quarter, compared to 38 percent in the second quarter, and 36 percent in the third quarter of 2004.

As we focus on deploying solutions related to our own products and higher-value projects such as asset management, our daily average rate has increased by 5 percent over the second quarter of 2005, and by 26 percent over the third quarter of 2004.

Utilization also improved slightly, to 74 percent in Q3, versus 73 percent in the second quarter, and 72 percent in the third quarter of last year. Our long-term goal is a utilization target of about 82 percent, and we continue to make strides in that direction.

We continue to invest in sales and marketing, to drive growth in product and solution sales. Although product sales did not meet our expectations in the quarter, the pipeline remains strong, and we expect to close several corporate agreements in the fourth quarter.

Our operating expenses decreased as a percentage of revenue, to 43 percent from 46 percent in the comparable quarter last year. We began to add capacity to the organization in the third quarter, to position Matrikon for the future, and in anticipation of continued growth.

Overall, we believe we are on track, in terms of execution and spending, and that Matrikon is well positioned for future growth.

I will now turn the call over to Nizar.

NIZAR J. SOMJI (President and CEO): Thank you, Nimal. Good morning, everyone.

It's been a good quarter for us. We continued to execute on our strategy, and are very excited about the momentum we have built over the past few quarters, and our future prospects.

While we have made tremendous progress in many areas of our business, there clearly remains room for improvement. We continue to work hard to improve efficiency, to increase revenue and profit, and transition to a solutions-focused company.

In the third quarter, we made an investment in our future, with the acquisition of Resolution Integration Solutions. RIS is an important component of our vision for an integrated industrial intelligence platform for plant operations. Through this technology, we will be able to realize this vision of bringing together the intelligence of the plant into a single view far more quickly than by developing the platform ourselves.
Through this integrated industrial intelligence platform, we are able to provide our clients with an auditable, traceable record of their operations, to help them meet various compliance regulations, including SOX, environmental, and other industry-specific compliance requirements.

We are actively working to integrate Resolution into Matrikon, both in terms of the technology and solutions that can be deployed through their technology, and sales and marketing. We are very excited about the very high-quality opportunities that exist within our existing client base for the integrated industrial intelligence platform, and we are currently in discussions with a few of them.

In May, we held our second annual Users Conference. MVP 2005 was bigger and better than the previous event, with a 37 percent increase in the number of clients, and 44 percent increase in the number of client companies represented.
MVP has proven to be an excellent forum for strengthening relationships with our existing clients, while introducing them to the full spectrum of Matrikon's solutions.

A large part of the value of MVP is the opportunity that our clients have to interact with each other in their own user community, and to understand how others are using Matrikon's solutions to achieve a greater level of success.

In addition to identifying new opportunities within our client base, we believe MVP will shorten the sales cycle on many existing opportunities.

May also marked the first anniversary of our acquisition of PIA in Europe. The results of our European operations validate the success of this integration. We continue to work to grow the base of our business in Europe, and to expand our presence in this very strategic market for us.

While we are happy with the results this quarter, we are even more excited about our future prospects, and, given the strength of our results for the first 9 months, we have tightened our fiscal year revenue forecast to the range of 65-67 million, and increased our earnings forecast to the range of 5-6 million. This is 5-6 million after tax.

We see significant future potential for Matrikon, and believe that our strategy for growing the business is solid, and that the growth potential is sustainable.

We'll be happy to take your questions now.

NICOLE SAYLER: Anna, could you please open the line for questions?
OPERATOR: Your first question comes from Thanos Moschopoulos from BMO Nesbitt Burns. Please go ahead.

THANOS MOSCHOPOULOS: Hi, guys. Good morning, and congratulations on the numbers.
NIZAR J. SOMJI: Good morning, Thanos. You're awake?

THANOS MOSCHOPOULOS: Yes. Are you? A bit early, in your time zone. So regarding the RIS acquisition, can you... Was there a material impact to revenue in the quarter.

NIMAL RODRIGO: No, there was no material impact at all to revenue.

THANOS MOSCHOPOULOS: Okay. And...

NIZAR J. SOMJI: But, Thanos, there will be an impact on earnings. We expect, for the next... in May, and for the next 4 or 5 months, to take a slight loss from their operations, as we integrate them, and as we continue to build the pipeline for that business.

THANOS MOSCHOPOULOS: Okay. And how much of a headcount did you pick up with that acquisition?

NIZAR J. SOMJI: Ten.

THANOS MOSCHOPOULOS: Okay. So that would account for the increase we saw in G&A? I saw you added 7 bodies there.

NIZAR J. SOMJI: Yes.

THANOS MOSCHOPOULOS: Okay. As far as the billing rate, we saw good growth there -- 26 percent, year over year, for your average daily billing rates. How much room do you think there is to continue to grow that going forward?

NIZAR J. SOMJI: I think our target was to get to 55 percent.

NIMAL RODRIGO: No, we're talking billing rates.

NIZAR J. SOMJI: Oh, billing rates. In the billing rates, there's still room to grow. We expect to grow a bit, probably by another 10-12 percent over the next year again -- maybe a little bit better. If we get the Resolution business going strongly with some of our clients, the rates we can get for that type of integration will be even higher than we ask for what we do today. So I expect you should see maybe a 10-12 percent increase over the next 12 months.
THANOS MOSCHOPOULOS: Okay. As far as oil well optimization solution, can you talk about the progress that you're making there, given that you just recently launched that solution? Has anyone gone beyond the pilot phase, other than the Western Canada heavy-oil producer that you previously announced, and how many customers are currently piloting it?
NIZAR J. SOMJI: We have a number of customers piloting it. We're really not in a position to talk about going beyond the pilot stage yet with some of them, but over the next few months, we will announce as we make progress in that area. But the solution is being received well. I think we are seeing the results as we expected, and we announced Statoil -- when was it, last month? A couple of weeks ago. So as we make progress in some of those, you will see some more of these announcements come through.
THANOS MOSCHOPOULOS: Okay. Now, Eastern Canada and the U.S., revenues were flat, year over year, despite an increase in headcount as well. So can you explain a bit as to what's going on there? Is that just a function of the verticals that you're selling to in those markets?

NIZAR J. SOMJI: No, I think... I was just talking to Nimal earlier, before the call. Last year, if you recall, we had a very tough second quarter, and then the third quarter was actually much better. And some of the residual stuff from the second quarter had flowed into the third quarter last year, in Eastern Canada and the U.S.

This quarter, Eastern Canada and U.S. is slightly below our expectations, but not that far off, and I expect that they will recover in the fourth quarter, and meet the targets that we have for them.

So it's just more of having larger projects, and so on, so the milestone billing and revenue recognition cycles and so on. So I don't think that's a big issue today.

NIMAL RODRIGO: Thanos, also, if you look at our year-to-date numbers, it's about an 18 percent increase over last year.

THANOS MOSCHOPOULOS: Right.

NIZAR J. SOMJI: So, quarter to quarter, sometimes, we have some lumpiness, if you like.

THANOS MOSCHOPOULOS: Okay, and just a final question for Nimal. Year-to-date, the SR&ED credits are significantly down. Should we expect a catch-up in Q4? Or is that just a function of the projects you're working on now?

NIMAL RODRIGO: Yes, the SR&ED, I mean, we accrue on a steady basis each quarter. We'll sit down with our advisors later this year, but I expect there will be a little bit of a catch-up in Q4.
THANOS MOSCHOPOULOS: Okay. Okay, I'll pass the line for now. Thanks, guys, and good quarter.

OPERATOR: Your next question comes from Gareth Tingling from Clarus Securities. Please go ahead.

GARETH TINGLING: Hi, good morning, everybody.

NIZAR J. SOMJI: Good morning, Gareth.

NIMAL RODRIGO: Good morning.

GARETH TINGLING: Hi. By the way, yes, I’m loathed to ever say this, but I was looking for the cockroach in the press release, and I didn't find it. 
So I have some questions for you, just on capacity utilization. Did you say it was 73 percent for Q3?

NIZAR J. SOMJI: No, we sent the cockroach, but it didn't come through the Internet.
[laughter]

NIZAR J. SOMJI: Sorry, what did you say it was?

GARETH TINGLING: Yes, capacity utilization for Q3. Did you say it was 73 percent?

NIZAR J. SOMJI: No, it was 74 percent, up from 73 percent.

GARETH TINGLING: Okay. Now, just a question on that. If I recall correctly, Q2, you had 39 percent services gross margins on 73 percent capacity utilization. You look back at Q1 '04, your capacity utilization was 73 percent, your services gross margin was 34 percent, and gross margin is basically a function of your pricing as well as your capacity utilization.

So what you're saying here is, you have a one-percent increase in capacity utilization, but your services gross margins basically went from 39 to 46 percent? Is that right?

NIZAR J. SOMJI: Yes. And a lot of it is a function of increase in rates, more than increase in utilization.

GARETH TINGLING: Right. So--

NIZAR J. SOMJI: If we drive the utilization, even with the current rates, we should see even better improved margins.

GARETH TINGLING: Right. Have you guys done the exercise of essentially stripping out the effect of ... Because obviously, these are pretty significant price increases in your consulting fees. If you were to revert to historical norms, what would your product/services mix look like?
NIZAR J. SOMJI: By historical norms, then the product/services mix would be about what we expected it to be, which was our target from last year.

GARETH TINGLING: Okay, so I think you guys had talked about Q4 last year for a target of about 30 percent products for 2005?

NIZAR J. SOMJI: Yes.

GARETH TINGLING: So you're saying that... I mean, there's two things that are going on here, and I guess the trick is to... You guys are in a much better position to be able to do this, because I think there's not enough data points for me to be able to do it effectively. But your comment really is, then, if you were to reverse the price increases on services, that you believe your product/service mix would be closer to the 30 percent for 2005?

NIZAR J. SOMJI: It would be. But I think, then, the earnings would be hit a little bit, so, you know, either way, you're looking at different numbers.

GARETH TINGLING: Right. No, I guess... You're right, and I mean, personally, I'm much happier with the EPS, and certainly, this continues to leave additional torque on the table. One question, then. So that's fine -- thank you very much for that. The forex, you guys are saying 5-6 million. What's the forex, the expected hard forex hit? You'd previously talked about an expectation for a hard forex loss for the year. Can you provide a bit of color within the context of the 5-6 million?

NIZAR J. SOMJI: I think that the hard forex loss is around a million bucks, is what we have... But most of it came in the first quarter.

GARETH TINGLING: Right.

NIZAR J. SOMJI: With the hedging and stuff we have done, we don't expect... Unless, you know, the dollar goes $1.10 or $1.15 or something. We don't expect to see a huge hit in the fourth quarter.

GARETH TINGLING: So your net income target of 5 to 6 is inclusive, or exclusive of that?

NIZAR J. SOMJI: Inclusive of the million dollars that we have already taken in losses.

GARETH TINGLING: Inclusive.

NIZAR J. SOMJI: Yes.

NIMAL RODRIGO: Yes, so said another way, Gareth, unless there is a wild swing in the U.S. dollar, we're sticking with our 5-6 million.

GARETH TINGLING: Wow. Okay. The other thing is, you guys made a comment about your overall margins at 55 percent, so... By the way, this is a record, right? 55.3 percent overall margin, I think, in the history of your... of being a public company, this is the highest it's ever been.
NIZAR J. SOMJI: I think it's in the history of the company, period.

GARETH TINGLING: Well, yes, you’ve got a little bit more information than the rest of us on that. But... So that is the highest quarterly ever. But you're still saying you think there's more room to go?

NIZAR J. SOMJI: I think that if the utilization were to improve, say, to the high 70s...

GARETH TINGLING: Yes...

NIZAR J. SOMJI: ... then I think we could do even better.

GARETH TINGLING: But you've got additional torque, too, in the product sales that have not yet picked up, so that the mix right now is still heavily services-oriented.

NIZAR J. SOMJI: Yes, but we expect in the fourth quarter to catch up a little bit on the product sales.

GARETH TINGLING: Okay.

NIZAR J. SOMJI: So... yes the gross margins, both with improved utilization and, of course, increased product sales, should see us do even better.

GARETH TINGLING: Okay. Your product margins--

NIMAL RODRIGO: The third less significant factor is the equipment sales, right?

GARETH TINGLING: Right.

NIMAL RODRIGO: They’ve become a lower percentage of revenue -- obviously, our margin's going to increase.
GARETH TINGLING: Right. No, I follow you there. Your mix -- would you hazard a guess, in terms of what your expectation it? I mean, just kind of eyeballing it. Historically, the strongest mix that you've ever shown, in terms of your product to total revenue, for a Q4... If you look within those kinds of parameters, it looks as though your mix is going to be significantly off from what your original guidance was. Would you guys be able to provide any kind of a discussion around that?
NIZAR J. SOMJI: Not yet. Not yet. I think that our target is still to get closer to 30 percent...

GARETH TINGLING: Right.

NIZAR J. SOMJI: ... and that's still what we want to drive towards.

GARETH TINGLING: Right.

NIZAR J. SOMJI: I'm not sure that we will be that far off, but we'll be slightly under, anyway, but we won't be that far off.

GARETH TINGLING: Right. Well, just--

NIMAL RODRIGO: Gareth, you've picked the middle number, right? Our range was 28 to 32 on our software guidance for the year, right?

GARETH TINGLING: Well, I think for your product, if I... I thought you guys had said... Sorry, yes, you're right. You're right. So...

NIZAR J. SOMJI: And we think that 28 is achievable, and that's what you will see, we hope.

GARETH TINGLING: Okay. Well, that still means considerable out-performance for Q4 versus the history of the company, right? From when... publicly traded, anyway. So it looks like a very strong Q4.

Okay. The other question is, headcount for '06, do you guys have any expectations for what you are looking to grow your headcount, looking forward a year?

NIZAR J. SOMJI: We don't expect to grow the headcount by much more than maybe 5 to 10 percent, at the most.

GARETH TINGLING: Okay.

NIZAR J. SOMJI: Our focus is really going to be on growth, and on improving utilization.

GARETH TINGLING: Wow. Yes.

NIZAR J. SOMJI: We have grown our sales force and our domain experts and so on, over the last year, and so we don't expect to see much growth there.

GARETH TINGLING: Okay. Okay, well, look, it's... Yes, it's absolutely a really strong quarter, and I guess the only other thing is, where do you expect the future torque in software to come from? How much weight are you putting on RIS as a key driver of that?
NIZAR J. SOMJI: Well, I think the focus on RIS we'll probably see in a year or so, as we drive the integrated solutions, right? And so, we are actually having a strategy session at the end of next week and early following week, at which time, you know, we'll be in position to provide guidance for the next fiscal year, which will include some of that information.

GARETH TINGLING: Okay. I have one last kind of really deep housekeeping question. It looks to me like the volatility for your stock options has declined. Have you changed the period that you're looking at, for calculation of your Black-Scholes?

NIMAL RODRIGO: No, we have not changed the assumptions since the beginning of last year.

GARETH TINGLING: Okay. Thanks a lot, guys, and again, congratulations.

NIMAL RODRIGO: Thank you.

OPERATOR: Your next question comes from Jeff Rath from Canaccord. Please go ahead.

JEFF RATH: Hi, guys.

NIZAR J. SOMJI: How are you, Jeff?

JEFF RATH: Good. I'll try and keep this short. I'm sure there's other people waiting. So, great quarter. Congratulations all around. Nizar, just if you will, can you give us any color on what you're seeing on an industry segment basis, if you're seeing any additional dynamics that we should be aware of, by vertical industry segment? Are you seeing either - not so much in the results - but as far as the interest levels of existing and potentially new customers? If you can give us any color there, that would be helpful.

NIZAR J. SOMJI: You know, other than what we've talked in the past, in terms of oil and gas and utilities and so on, we are seeing some good interest from refining, which we have seen in the last 6 months, which is better than we actually expected when we started the year. And in utilities, it's been slightly lower than we expected. But overall, there's not much of a change in terms of the industry verticals we are pursuing, and where we are going.

Next year, I think we will see a bit more growth in the pulp and paper vertical for us. The domain expert we have brought on board, I think, is making tremendous progress in that vertical, and you will see, beginning this past quarter and this coming quarter, and moving forward, that you will see some good growth for us, in that segment.

So, overall, you will see slight changes in the mix, but it's not significant in any one direction.

JEFF RATH: As far as your closing rates or sales cycle, are you seeing... In your MD&A, you kind of touched on a point where you think some of your sales cycle time was coming down a little bit. Is there any color you can give us there?

NIZAR J. SOMJI: I think there's two aspects to the sales cycle. One aspect of the sales cycle is that we are not as keen on selling one-license type deals, right? And so we are being a little more disciplined in going after a corporate deal or a suite deal and so on. So that extends the cycle a little bit longer.
On the other hand, focusing on a solutions focus, and backing onto MVP, we feel that that will help shorten the sales cycle, as people have actually seen how the solutions are being implemented, and what results they are seeing, right? So there's two aspects to the sales cycle.

JEFF RATH: Got you. Can you just help me out? I'm just trying to understand, Nizar, the breadth of some of your products' revenue. If I look at the quarter, and the license sales, and if I look at the 9 months' license sales, are you able to tell us how many customers are comprised, say, the total revenue number, over the 3- and the 9-month period?

NIZAR J. SOMJI: Not that we have here in this room, but this is something that we can probably share with you later on, or include in the next release.
JEFF RATH: Yes, just speaking for myself, Nizar, it would help at least me get a better understanding of the breadth of your business. Obviously, this line item will drive a lot of profitability, so as this... presumably, as your business matures and broadens out, we're going to get some better visibility into that number. So...

NIZAR J. SOMJI: We are hoping that the business never matures, so that there's always room for growth, right?

JEFF RATH: [laughing] Yes. Well, good luck on that chase. All right, well, that's it for me. Thanks, and again, great quarter.

OPERATOR: Your next question comes from Susan Streeter from Sprott Securities. Please go ahead.

SUSAN STREETER: Thanks very much. Good morning.

NIZAR J. SOMJI: Good morning, Susan, how are you?

SUSAN STREETER: Good, thank you. Nizar, I'm just wondering if you can elaborate. You made a comment with respect to the RIS acquisition, and the fact that that would be dilutive to operating expenses for the next little while. In the MD&A, there's also sort of a line item that talks about the fact that it will entail a lengthy sales cycle, and could impact results for several quarters, until the integration is completed. Can you just elaborate a little bit on this? Is that people-oriented, or more sort of product, as you integrate their solution with your own?

NIZAR J. SOMJI: Yes, I think what we were trying to sort of give information on was to say that the results, the financial results, from Resolution, so the impact of Resolution to our business will take probably 6 months to a year, to actually be seen. Until then, we expect... Our estimate today is that we would probably lose about $100,000 a month for the next 3 or 4 or 5 months, as a result of integrating Resolution into our product mix, integrating the people, some of the QA, and then, improving the visualization with our own products, and so on. So it will take a bit of work to do that.

We've already started a lot of that -- a lot of the marketing material is built, a lot of discussions with clients are ongoing. But if there was an expectation, post-acquisition, that it would add to our revenue-earnings mix right away, we were just trying to qualify that.
SUSAN STREETER: Okay. Okay. Thank you. And then, just secondly, the product sales in the second quarter obviously drove the services in Q3. I'm wondering if you can just help me understand how far this sort of bump in the services extends, generally speaking, after a strong quarter of product sales.

NIZAR J. SOMJI: I think we expect, you know... Our services business is fairly strong, and we expect that to continue through the end of the year and into next year, with the projects we have to date, and if the product sales grow and continue to do as well as we expect, I don't see a slowdown in the services business.

SUSAN STREETER: Okay, so you're at least sort of... Once you have the product sale, you're at least looking at sort of anywhere from 2 to 4 quarters of follow-on service revenue on existing products -- is that a fair characterization?

NIZAR J. SOMJI: It's a fair characterization. From our revenue mix, if you want to look at it, you know, for every dollar of product, we would like to see about $2.00 of services, right?

SUSAN STREETER: Okay.

NIZAR J. SOMJI: Approximately, right? So that's the numbers we are looking at. Now, that varies from project to project, but that's the goal we want to achieve.

SUSAN STREETER: Okay, thank you. And then, just lastly, I'm wondering if you can tell me the guidance that you're talking about for the year, which is effectively the fourth quarter guidance, is that contingent -- you talked about a couple of the product sales you would expect to close in the fourth quarter -- is the guidance contingent on closing those, or can you achieve your outlook without sort of significant product sales closing?

NIZAR J. SOMJI: I think our... Remember, we are already done June, so we enter July now. So in effect we've been able to tighten the guidance based on where we see the business is today, so we feel fairly confident it will meet that guidance.

SUSAN STREETER: Okay, great. Thanks very much. That's it.

OPERATOR: Your next question comes from Tom Liston from Versant Partners. Please go ahead.

TOM LISTON: Hi, thank you and good morning.

NIZAR J. SOMJI: Good morning, Tom.

TOM LISTON: Just a quick question on the forward contracts in your MD&A. Could you walk through that briefly? Why I ask the question is, in any one quarter, it looks like there's either 5,500 or 6,000 about to expire, and it depends how these roll forward, but your U.S. and Eastern Canada operations are about 2.5 million a quarter. So are you in a sense slightly over-hedged? Is there some trying to match some of the other currencies? Or what's going on there?

NIZAR J. SOMJI: I'm just trying to find this... Nimal, go ahead.

[overlapping speakers]

NIMAL RODRIGO: So let me... Our strategy's been fairly simple. What we've tried to do is forecast out the cash flow that we need to convert to Canadian.

TOM LISTON: Okay.

NIMAL RODRIGO: And then we've done that out to December.

TOM LISTON: Okay, so that's based largely towards receivables balance, or... What have you really pegged the forward hedge to?

NIMAL RODRIGO: Cash flow needs.

TOM LISTON: Cash flow needs -- okay, perfect. And a small question -- I apologize if it was asked already -- but just on the Europe operations, there's a little bit of weakness, quarter to quarter. Can you walk through that, if you haven't already? The sequential quarter-to-quarter Matrikon Europe--

NIZAR J. SOMJI: I think, you know, Matrikon Europe in itself is fairly small, so, you know, you need to really look at it for the 9 months. Again, you know, because of the size, there is generally a little bit of lumpiness, and we expect, year over year, for them to be probably growing faster than any other division of the company. So I didn't think there was quarter-to-quarter, in Europe, decline...

NICOLE SAYLER: Tom, can you say...

NIZAR J. SOMJI: What page are you...

NICOLE SAYLER: Could you repeat that question?

TOM LISTON: Yes. I believe, and I could double-check, that Matrikon Europe in Q2 was something around towards the 2... maybe it was 1.9. And this quarter, it was about 1.5, I believe. So I was just wondering if there's anything to... There's a bit of sequential weakness. Maybe just timing issues.

NIZAR J. SOMJI: No, there is no weakness. I think we expect them to grow, year over year, by about between 40 and 50 percent, in their own target for that.

TOM LISTON: Okay, that's great, then. Thanks.

OPERATOR: Your next question us a follow-up question from Thanos Moschopoulos from BMO Nesbitt Burns. Please go ahead.

THANOS MOSCHOPOULOS: Hi, guys. I just wanted to ask about the integration with ABB System 800, whether that's starting to translate into a source of leads and pipeline, or whether it's still early days for that.

NIZAR J. SOMJI: It's fast turning into leads and pipeline, but not major sales yet.

THANOS MOSCHOPOULOS: Okay. And just on the competitive front, can you comment if you see any changes there, either with Aspen continuing to show revenue decline, I guess losing share, or SAP's acquisition of Lighthammer, or whether that might have any impact?

NIZAR J. SOMJI: The SAP acquisition of Lighthammer shouldn't have any impact. Lighthammer had transitioned a little more into the discrete space, and away from the process space anyway, and had spent a lot of their time--... they were already a business partner of SAP for a couple of years. So that's not going to change anything for us. If anything, I think that we may be able to get a little bit of business from that SAP / Lighthammer combination, at the OPC level, from them.
With respect to the competitive front, you know, there's not been much change in the last 3 months, or the last 3 to 6 months. Companies that are having their revenue issues are re-tooling to become better. But our focus is really, you know, how we drive our business plans and how we drive our strategy and grow our business, and I think that we're making tremendous progress. When you talk about refining, for example, that's a previous stronghold of some of our competitors, and we are beginning to do quite well there, which I think is a good sign for us, in terms of the sustainability of our solutions.

THANOS MOSCHOPOULOS: Okay. In the refining vertical, what products specifically would be a big driver there?
NIZAR J. SOMJI: Primarily ProcessDoctor is a huge driver there, with ProcessMonitor trailing behind that.

THANOS MOSCHOPOULOS: Okay. Great. Thank you.

OPERATOR: Ms. Sayler, there are no further questions at this time. Please continue.

NICOLE SAYLER: That concludes our third quarter conference call. Thank you, everybody, for joining us today, and I would also like to point out to you that Nizar will be appearing on ROB-TV's "Power Breakfast" on Friday, this coming Friday. Thanks for your time today.
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