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UNDER THE SECURITIES ACT OF 1933
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(Primary Standard Industrial
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(Address, Including Zip Code, and Telephone Number,
Including Area Code, of Registrant�s Principal Executive Offices)

Louis Hernandez, Jr.
Chairman of the Board and Chief Executive Officer

Open Solutions Inc.
300 Winding Brook Drive

Glastonbury, Connecticut 06033
(860) 652-3155

(Name, Address, Including Zip Code, and Telephone Number,
Including Area Code, of Agent For Service)

Copies to:

John A. Burgess, Esq.
Daniel W. Finegold, Esq.

Hale and Dorr LLP
60 State Street

Boston, Massachusetts 02109
Telephone: (617) 526-6000
Telecopy: (617) 526-5000

Marc D. Jaffe, Esq.
Latham & Watkins LLP

885 Third Avenue
New York, New York 10022-4802

Telephone: (212) 906-1200
Telecopy: (212) 751-4864
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Statement.

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the
Securities Act, check the following box.    o
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If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following box
and list the Securities Act registration statement number of the earlier effective registration statement for the same offering.    o

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering.    o

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering.    o

If delivery of the prospectus is expected to be made pursuant to Rule 434, check the following box.    o

CALCULATION OF REGISTRATION FEE

Proposed Maximum Proposed Maximum Amount of
Title of Each Class of Amount to Offering Price Aggregate Offering Registration

Securities to be Registered be Registered(1) Per Unit(2) Price(2) Fee(2)(3)

Common Stock, $.01 par value per share 5,101,908 shares $24.16 $112,682,681 $14,278

(1) Includes 665,466 shares that the underwriters have the option to purchase from the Registrant to cover over-allotments, if any.
(2) Estimated solely for the purpose of calculating the amount of the registration fee for the additional 111,617 shares registered in connection

with this filing pursuant to Rule 457(c) under the Securities Act of 1933, as amended. Based on the average of the high and low sale prices
reported in the consolidated reporting system of the Nasdaq National Market on April 26, 2004.

(3) A registration fee of $13,936 was previously paid in connection with the initial filing of this Registration Statement. The amount of that
registration fee was calculated pursuant to Rule 457(c) based on the registration of 4,990,291 shares at a proposed maximum offering price
per share of $22.04. An additional registration fee of $342 is being paid in connection with this filing, based on an increase in the maximum
aggregate offering price of $2,695,867 resulting from the increase in the number of shares registered and the increase in the proposed
maximum offering price per share. The total registration fee is $14,278.
The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its effective date until

the registrant shall file a further amendment which specifically states that this registration statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933 or until the registration statement shall become effective on such date as the
Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. Neither we nor the selling stockholders may sell these
securities until the Securities and Exchange Commission declares our registration statement effective. This prospectus is not an offer
to sell these securities and is not soliciting an offer to buy these securities in any state where the offer or sale is not permitted.

Subject to Completion, Dated May 3, 2004
Prospectus

4,436,442 shares

Common Stock

We are offering 1,000,000 shares of common stock. The selling stockholders identified in this prospectus are offering an additional
3,436,442 shares. We will not receive any of the proceeds from the sale of shares being sold by the selling stockholders.

Our common stock is quoted on the Nasdaq National Market under the symbol �OPEN.� The last reported sale price of our common stock on the
Nasdaq National Market on April 30, 2004 was $24.73 per share.

Investing in our common stock involves risks that are described in the �Risk Factors� section beginning on page 7 of this prospectus.

Per Share Total
Public Offering Price $ $
Underwriting Discount $ $
Proceeds, before expenses, to Open Solutions $ $
Proceeds, before expenses, to the selling stockholders $ $

We have granted the underwriters a 30-day option to purchase up to 665,466 additional shares from us to cover any over-allotments.

Delivery of shares will be made on or about                     , 2004.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.

Bear, Stearns & Co. Inc.

Friedman Billings Ramsey
Piper Jaffray

Wachovia Securities
The date of this Prospectus is                     , 2004.
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Our enterprise-wide suite of software and services performs a financial institution�s data processing and information management
functions. Our core software manages the account, transaction, lending, operations, back office, client information and reporting
functions for a commercial bank, thrift or credit union on either an in-house or outsourced basis.
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ABOUT THIS PROSPECTUS

You should rely only on the information contained in this document or to which we have referred you. We and the selling stockholders have
not, and the underwriters have not, authorized anyone to provide you with information that is different. If anyone provides you with different or
inconsistent information, you should not rely on it. We and the selling stockholders are not, and the underwriters are not, making an offer to sell
these securities in any jurisdiction where the offer or sale is not permitted. You should assume that the information appearing in this prospectus
is accurate only as of the date on the front cover of this prospectus. Our business, financial condition, results of operations and prospects may
have changed since that date.

i
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PROSPECTUS SUMMARY

This summary highlights information contained elsewhere in this prospectus, but does not contain all the information that is important to
you. You should read this entire prospectus carefully, including the section entitled �Risk Factors,� our consolidated financial statements and the
related notes included elsewhere in this prospectus, before making an investment decision.

Our Business

Open Solutions Inc. is a provider of software and services that allow financial institutions to compete and service their customers more
effectively. We develop, market, license and support an enterprise-wide suite of software and services that performs a financial institution�s data
processing and information management functions. In contrast to traditional legacy systems, our technologies are fully integrated, open, flexible,
customer-centric and efficient, permitting financial institutions to draw on and deliver consistent information quickly. We offer core software
and complementary products, which can be licensed to financial institutions separately or, when combined, form a fully-integrated suite. Our
technology allows our clients to access information from disparate sources and then analyze and distribute that information for use at the point of
customer contact. Our software can be operated either by the financial institution internally or on an outsourced basis in one of our outsourcing
centers or through an outsourcing center hosted by one of our resellers. We believe that our products and services enable our clients to reduce
their overall core processing and operational costs and allow them to meet their strategic needs more effectively.

Our Market Opportunity

According to Thomson Financial Inc., there are approximately 19,400 commercial banks, thrifts and credit unions in the United States
which have an asset base of under $20 billion. We believe that these financial institutions, which have traditionally competed on the basis of
personalized service, are facing increasing challenges to improve their operating efficiencies. These challenges include the entrance of
non-traditional competitors, the compression of margins on traditional products, significant channel proliferation and the convergence of
financial products into a single institution. These institutions have traditionally fulfilled their information technology needs through legacy
computer systems, operated either by the institution itself or through an outsourcing center. Legacy systems, which operate in large mainframe
or minicomputer environments, are generally highly proprietary, inflexible and costly to operate and maintain. In addition, the costs associated
with modifying core software and obtaining proprietary complementary software are generally greater over time than the costs associated with
newer technology.

We believe that financial institutions today are seeking more integrated, open, flexible, customer-centric and efficient information
technology solutions that:

� combine high performance, scalability, reliability and security with the advantages associated with relational and highly normalized (which
means data is easily accessible and not stored redundantly) technology based on industry standards,

� deliver new products and services to their customers quickly and efficiently without extensive custom development,

� integrate easily with other applications used in the enterprise without expensive middleware,

� provide quick and effective access to customer and account data in order to offer better, more customized services, monitor trends and
performance and cross-sell services and products,

� allow real-time access to customer data while preserving the financial institution�s ability to batch process large transactions, and

� accommodate, in a single application, multiple delivery channels, such as ATMs, telephone banking, Internet banking and wireless
banking, as well as new delivery channels as they emerge.

1
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We believe that information technology systems such as ours, which are based on open, industry-standard operating environments and
relational databases, meet these requirements.

Our Solution

Our core software product is a fully-integrated, open, flexible, customer-centric solution that enables financial institutions to service their
customers more efficiently and effectively. Its key attributes are its:

� Full Integration at the Core Level. Our core software supports all of a financial institution�s principal data processing requirements using a
single relational database which allows our clients to replace their highly proprietary, inflexible and costly legacy systems with one
integrated software application.

� Open Architecture. Our clients can run our software on desktop and server hardware supplied by a wide array of vendors, while the
flexibility and scalability of our core applications permit our clients to incorporate complementary software applications, whether designed
by us or by third parties, in a cost-effective manner. In addition, our complementary products may be used with either our core software or
third-party systems.

� Flexibility. Our software allows our clients to offer new products and services to their customers and to grow without reconfiguring their
information technology infrastructure. In addition, we provide our software by licensing it directly for use on-site, through our own
outsourcing centers or through third-party outsourcing centers, allowing our clients the flexibility to meet their specific operational and
competitive requirements in the manner most cost-effective for them.

� Customer-centric Architecture. Our core software uses a relational database organized around individual customers, allowing a financial
institution to update and view customer information on a real-time basis instead of relying on periodic batch processing. Our relationship
management software, which acts as a natural extension of our core software, exploits the strength of our architecture and provides our
clients the ability to collect and analyze data in order to generate timely and responsive initiatives and deliver those initiatives immediately
to the customer.

� Efficiency. We believe that our software reduces the overall cost of a financial institution�s information technology and allows our clients to
meet their strategic goals more efficiently. Our core software is fully integrated with our complementary products, can run on hardware
provided by many vendors and supports third-party products, reducing an institution�s development and implementation costs. Our open
architecture and flexibility allow our clients to modify their information systems requirements quickly and easily, without incurring the
significant costs associated with supporting several disparate software applications. Our single relational database allows our clients to
organize their data around individual customers, use our business intelligence tools to analyze and manage that data in the most efficient
manner and launch new products and services desired by their customers in a cost-effective manner.

Our proprietary software is designed to work in conjunction with certain third-party software products, including Microsoft and Oracle
relational databases.

Our Strategy

Our objective is to be the leading supplier of software and services to financial institutions. Our strategy for achieving this objective
includes:

� expanding our share of our historical market, which includes financial institutions which have an asset base of under $20 billion,

� expanding our sources of recurring revenue, which we generate through the provision of outsourcing and maintenance services, in order to
improve the predictability of our revenue,

2
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� expanding our client base by continuing to license our core software through third-party outsourcing centers,

� providing additional products and services to our installed client base, through both the internal development of new products and services
and through acquisitions,

� maintaining our technological leadership in the industry,

� extending our target markets to include larger financial institutions, international financial institutions, and clients in the payroll services,
insurance and brokerage industries, and

� pursuing strategic acquisitions that complement our existing products and services and expand our client base.
Recent Developments

On February 24, 2004, we acquired Maxxar Corporation for cash consideration of $6.5 million. This acquisition expanded our
complementary product offerings to include a comprehensive suite of interactive voice information solutions and computer telephony integration
products.

Open Solutions Inc. was organized as a Delaware corporation in May 1992. Our principal executive office is located at 300 Winding Brook
Drive, Glastonbury, Connecticut 06033 and our telephone number is (860) 652-3155. Our corporate web site address is
http://www.opensolutions.com. We make available free of charge through our website our Annual Reports on Form 10-K, Quarterly Reports on
Form 10-Q and Current Reports on Form 8-K, and amendments to these reports, as soon as reasonably practicable after we electronically file
such material with, or furnish such material to, the SEC. We have posted on our website a copy of our code of business conduct and ethics. In
addition, we intend to disclose on our website any amendments to, or waivers from, our code of business conduct and ethics that are required to
be publicly disclosed pursuant to rules of the SEC and the Nasdaq National Market. Information contained on our web site is not intended to be
part of this prospectus.

3
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THE OFFERING

Common stock offered by Open
Solutions Inc.

1,000,000 shares

Common stock offered by the selling
stockholders

3,436,442 shares

Common stock outstanding after the
offering

18,084,103 shares

Dividend policy We currently do not anticipate paying dividends on our capital stock.

Use of proceeds We will receive net proceeds from the offering of approximately $23.0 million, assuming an offering
price of $24.73, based on the last reported sale price of our common stock on the Nasdaq National
Market on April 30, 2004. We intend to use the proceeds from the offering for working capital and
general corporate purposes, including potential acquisitions.

We will not receive any of the proceeds from the sale of shares of common stock by the selling
stockholders.

Nasdaq National Market symbol �OPEN�

Risk factors See �Risk Factors� for a discussion of factors you should carefully consider before deciding to invest in
our common stock.

The total number of outstanding shares of common stock is based on the number of shares outstanding as of March 31, 2004, and excludes:

� 3,248,078 shares of common stock issuable upon exercise of outstanding stock options as of March 31, 2004 at a weighted average
exercise price of $8.74 per share, and

� 5,249,230 additional shares of common stock reserved for issuance under the 1994 Stock Incentive Plan, 2000 Stock Incentive Plan, 2003
Stock Incentive Plan and 2003 Employee Stock Purchase Plan.

Except as otherwise indicated, information in this prospectus assumes the underwriters have not exercised their option to purchase
665,466 shares from us to cover over-allotments.

4
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SUMMARY CONSOLIDATED FINANCIAL DATA

(in thousands, except per share data)

The following summary historical consolidated financial information and other data should be read in conjunction with �Management�s
Discussion and Analysis of Financial Condition and Results of Operations� and our consolidated financial statements and the related notes
included elsewhere in this prospectus. The summary financial data set forth below as of December 31, 2003, and for the three years ended
December 31, 2003, are derived from our audited financial statements, which appear elsewhere in this prospectus. The summary financial data
set forth below as of March 31, 2004 and for the three months ended March 31, 2003 and 2004 are derived from our unaudited financial
statements, which appear elsewhere in this prospectus.

Since June 2000, we have acquired six businesses, as more fully described in �Management�s Discussion and Analysis of Financial Condition
and Results of Operations� and our consolidated financial statements and the related notes thereto included elsewhere in this prospectus. These
acquisitions have significantly affected our revenues, results of operations and financial condition. The operating results of each business
acquired have been included in our financial statements from the respective dates of acquisition. The historical results presented below are not
necessarily indicative of the results to be expected for any future period. We have prepared the unaudited information on the same basis as the
audited consolidated financial statements and have included all adjustments, consisting only of normal recurring adjustments, that we consider
necessary for a fair presentation of our financial position at those dates and our results of operations for the periods then ended.

The as adjusted information gives effect to events that will occur upon the closing of this offering, described in footnote 2 below.

Three Months Ended
Year Ended December 31, March 31,

2001 2002 2003 2003 2004

Statement of Operations Data:
Revenues:

Software license $ 9,971 $13,449 $ 21,391 $ 4,425 $ 6,441
Service, maintenance and hardware 17,295 30,896 42,461 7,915 14,509

Total revenues 27,266 44,345 63,852 12,340 20,950
Cost of revenues:

Software license 1,592 3,152 5,341 1,161 1,320
Service, maintenance and hardware 10,084 18,430 23,540 4,520 7,735

Total cost of revenues 11,676 21,582 28,881 5,681 9,055
Operating expenses (includes restricted stock
expense and related taxes of $3,444 for the
year ended December 31, 2003) 25,929 25,773 33,471 6,564 8,970
Income (loss) from operations (10,339) (3,010) 1,500 95 2,925
Net income (loss) $ (9,661) $ (2,897) $ 1,309 $ 77 $ 3,002
Preferred stock accretion charge(1) � � (31,500) � �
Net income (loss) attributable to common
stockholders $ (9,661) $ (2,897) $(30,191) $ 77 $ 3,002

Net income (loss) per common share
� Basic $ (4.71) $ (1.18) $ (7.74) $ 0.03 $ 0.18
� Diluted (4.71) (1.18) (7.74) 0.01 0.16

Weighted average common shares
outstanding used to compute net income
(loss) per common share

� Basic 2,051 2,453 3,903 2,475 16,917
� Diluted 2,051 2,453 3,903 9,512 19,023
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March 31, 2004

Actual As Adjusted(2)

Balance Sheet Data:
Cash and cash equivalents $ 80,080 $103,074
Working capital 67,532 90,526
Total assets 140,318 163,312
Stockholders� equity 109,378 132,372

(1) The conversion formula for our Series F preferred stock provided for adjustment of the Series F preferred stock conversion price in the
event that our initial public offering price was less than $27.03 per share. Holders of Series F preferred stock received shares of common
stock from the initial public offering with an aggregate value of $62,600,000. The recorded value of Series F preferred stock was
$31,100,000 and as a result, upon the closing of our initial public offering, we recorded an accretion charge of $31,500,000 in stockholders�
equity (deficit). This accretion charge resulted in a non-cash deduction from income attributable to holders of common stock and a
deduction in related earnings per share.

(2) Reflects the sale by us of 1,000,000 shares of common stock offered hereby (at an assumed offering price of $24.73, based on the last
reported sale price of our common stock on the Nasdaq National Market on April 30, 2004) and deduction of the estimated underwriting
discounts and commissions and offering expenses payable by us.
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RISK FACTORS

You should carefully consider the risks described below, together with all of the other information in this prospectus, before deciding to
invest in our common stock. The risks and uncertainties described below are those that we have identified as material. Risks and uncertainties
not currently identifiable by us, or that we believe are immaterial, are not included below, but may also impair our business operations. If any of
the events contemplated by the following discussion of risks should occur, our business, financial condition and results of operations may suffer.
As a result, the trading price of our common stock could decline and you could lose part or all of your investment in our common stock.

Risks Relating to our Business

We are dependent on the banking and credit union industry, and changes within that industry could reduce demand for our products
and services.

The large majority of our revenues are derived from financial institutions in the banking and credit union industry, primarily small to
mid-size banks and thrifts and credit unions of all sizes, and we expect to continue to derive substantially all of our revenues from these
institutions for the foreseeable future. Unfavorable economic conditions adversely impacting the banking and credit union industry could have a
material adverse effect on our business, financial condition and results of operations. For example, financial institutions in the banking and credit
union industry have experienced, and may continue to experience, cyclical fluctuations in profitability as well as increasing challenges to
improve their operating efficiencies. Due to the entrance of non-traditional competitors and the current environment of low interest rates, the
profit margins of commercial banks, thrifts and credit unions have narrowed. As a result, some banks have slowed, and may continue to slow,
their capital spending, including spending on computer software and hardware, which can negatively impact license sales of our core and
complementary products to new and existing clients. Decreases in or reallocation of capital expenditures by our current and potential clients,
unfavorable economic conditions and new or persisting competitive pressures could adversely affect our business, financial condition and results
of operations.

Consolidation in the banking and financial services industry could adversely impact our business by eliminating a number of our
existing and potential clients.

There has been and continues to be merger, acquisition and consolidation activity in the banking and financial services industry. Mergers or
consolidations of banks and financial institutions in the future could reduce the number of our clients and potential clients. A smaller market for
our services could have a material adverse impact on our business and results of operations. In addition, it is possible that the larger banks or
financial institutions which result from mergers or consolidations could decide to perform themselves some or all of the services which we
currently provide or could provide. If that were to occur, it could have a material adverse impact on our business and results of operations.

Our success depends on decisions by potential clients to replace their legacy computer systems, and their failure to do so would
adversely affect demand for our products and services.

We primarily derive our revenues from two sources: license fees for software products and fees for a full range of services complementing
our products, including outsourcing, installation, training, maintenance and support services. A large portion of these fees are either directly
attributable to licenses of our core software system or are generated over time by clients using our core software. Banks and credit unions
historically have been slow to adapt to and accept new technologies. Many of these financial institutions have traditionally met their information
technology needs through legacy computer systems, in which they have often invested significant resources. As a result, these financial
institutions may be inclined to resist replacing their legacy systems with our core software system. Our future financial performance will depend
in part on the successful development, introduction and client acceptance of new and enhanced versions of our core software system and our
other complementary products. A decline in demand for, or failure to achieve broad market acceptance of, our core software system or any
enhanced version as a result of competition,
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technological change or otherwise, will have a material adverse effect on our business, financial condition and results of operations.

If we fail to expand our outsourcing business and other sources of recurring revenue, we may be unable to successfully implement our
business strategy.

We can host a financial institution�s data processing functions at our outsourcing centers. Our outsourcing centers currently serve clients
using our core software and our Internet banking, ATM, cView, cash management, collections, automated clearing house, or ACH, processing,
and check and item processing products. In the future, we plan to offer all of our products in our outsourcing centers and continue to market our
outsourcing services aggressively.

Our outsourcing services provide a source of recurring revenue which can grow as the number of accounts processed for a client increases.
We also seek to generate recurring revenue through our licensing model, which generates additional fees for us as a client�s business grows or it
adds more software applications, as well as through the provision of maintenance, support and other professional services. Our maintenance
revenues are the largest of these revenue components, and we expect that these revenues will continue to be a significant portion of our total
revenues as our client base grows due to their recurring nature. We anticipate that the revenue from outsourcing centers hosted by resellers will
comprise a greater proportion of total revenues in future periods due to the amendment and restatement of our agreement with BISYS, Inc.,
which became effective as of September 1, 2003. To the extent we fail to persuade new or existing clients to purchase our outsourcing services
or we are unable to offer some or all of our products to clients on an outsourced basis, we will be unable to implement our strategy and our
revenue may be less predictable.

We have had few profitable quarters, and may never achieve sustained profitability.

We were incorporated in May 1992 and did not release our first product until 1995. Accordingly, our prospects must be considered in light
of the risks, expenses and difficulties frequently encountered by companies with limited operating histories. Although we have been profitable in
some recent quarters, we may not be profitable in future periods, either on a short or long-term basis. We incurred operating losses of
approximately $15.3 million, $10.3 million and $3.0 million for the years ended December 31, 2000, 2001 and 2002, respectively. As of
March 31, 2004, we had an accumulated deficit of approximately $44.0 million. There can be no assurance that operating losses will not recur in
the future, that we will ever sustain profitability on a quarterly or annual basis or that our actual results will meet our projections, expectations or
announced guidance. To the extent that revenues do not grow at anticipated rates, increases in operating expenses precede or are not
subsequently followed by commensurate increases in revenues or we are unable to adjust operating expense levels accordingly, our business,
financial condition and results of operations will be materially adversely affected.

If we fail to adapt our products and services to changes in technology or in the marketplace, we could lose existing clients and be unable
to attract new business.

The markets for our software products and services are characterized by technological change, frequent new product introductions and
evolving industry standards. The introduction of products embodying new technologies and the emergence of new industry standards can render
our existing products obsolete and unmarketable in short periods of time. We expect new products and services, and enhancements to existing
products and services, to continue to be developed and introduced by others, which will compete with, and reduce the demand for, our products
and services. Our products� life cycles are difficult to estimate. Our future success will depend, in part, on our ability to enhance our current
products and to develop and introduce new products that keep pace with technological developments and emerging industry standards and to
address the increasingly sophisticated needs of our clients. There can be no assurance that we will be successful in developing, marketing,
licensing and selling new products or product enhancements that meet these changing demands, that we will not experience difficulties that
could delay or prevent the successful development, introduction and marketing of these products or that our new products and product
enhancements will adequately meet the demands of the marketplace and achieve market acceptance.
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We encounter a long sales and implementation cycle requiring significant capital commitments by our clients which they may be
unwilling or unable to make.

The implementation of our core software system involves significant capital commitments by our clients. Potential clients generally commit
significant resources to an evaluation of available software and require us to expend substantial time, effort and money educating them as to the
value of our software. Sales of our core processing software products require an extensive education and marketing effort throughout a client�s
organization because decisions relating to licensing our core processing software generally involve the evaluation of the software by senior
management and a significant number of client personnel in various functional areas, each having specific and often conflicting requirements.

We may expend significant funds and management resources during the sales cycle and ultimately fail to close the sale. Our core software
product sales cycle generally ranges between six to nine months, and our implementation cycle for our core software generally ranges between
six to nine months. Our sales cycle for all of our products and services is subject to significant risks and delays over which we have little or no
control, including:

� our clients� budgetary constraints,

� the timing of our clients� budget cycles and approval processes,

� our clients� willingness to replace their core software solution vendor,

� the success and continued support of our strategic marketing partners� sales efforts, and

� the timing and expiration of our clients� current license agreements or outsourcing agreements for similar services.

If we are unsuccessful in closing sales after expending significant funds and management resources or if we experience delays as discussed
above, it could have a material adverse effect on our business, financial condition and results of operations.

We utilize certain key technologies from third parties, and may be unable to replace those technologies if they become obsolete or
incompatible with our products.

Our proprietary software is designed to work in conjunction with certain third-party software products, including Microsoft and Oracle
relational databases. Although we believe that there are alternatives to these products generally available to us, any significant interruption in the
supply of such third-party software could have a material adverse effect on our sales unless and until we can replace the functionality provided
by these products. In addition, we are dependent upon these third parties� abilities to enhance their current products, to develop new products on a
timely and cost-effective basis and to respond to emerging industry standards and other technological changes. There can be no assurance that
we would be able to replace the functionality provided by the third-party software currently offered in conjunction with our products in the event
that such software becomes obsolete or incompatible with future versions of our products or is otherwise not adequately maintained or updated.
The absence of, or any significant delay in, the replacement of that functionality could have a material adverse effect on our business, financial
condition and results of operations. Furthermore, delays in the release of new and upgraded versions of third-party software products,
particularly the Oracle relational database management system, could have a material adverse effect on our revenues and results of operations.
Because of the complexities inherent in developing sophisticated software products and the lengthy testing periods associated with these
products, no assurance can be given that our future product introductions will not be delayed.

We operate in a competitive business environment, and if we are unable to compete effectively, we may face price reductions and
decreased demand for our products.

The market for our products and services is intensely competitive and subject to technological change. Competitors vary in size and in the
scope and breadth of the products and services they offer. We encounter competition from a number of sources, all of which offer core software
systems to the banking and credit union industry. We expect additional competition from other established and emerging companies as the
market for core processing software solutions and complementary products continues to develop and expand.
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We also expect that competition will increase as a result of software industry consolidation, including particularly the acquisition of any of our
competitors or any of the retail banking system providers by one of the larger service providers to the banking industry. We encounter
competition in the United States from a number of sources, including Fiserv, Inc., Jack Henry & Associates, Inc., Fidelity National Financial
Corporation and John H. Harland Company, all of which offer core processing systems or outsourcing alternatives to banks, thrifts and credit
unions. Some of our current, and many of our potential, competitors have longer operating histories, greater name recognition, larger client bases
and significantly greater financial, engineering, technical, marketing and other resources than we do. As a result, these companies may be able to
respond more quickly to new or emerging technologies and changes in client demands or to devote greater resources to the development,
promotion and sale of their products than we can.

In addition, current and potential competitors have established or may establish cooperative relationships among themselves or with third
parties to increase the ability of their products to address the needs of our prospective clients. Accordingly, it is possible that new competitors or
alliances among competitors may emerge and acquire significant market share. We expect that the banking and credit union software market will
continue to attract new competitors and new technologies, possibly involving alternative technologies that are more sophisticated and
cost-effective than our technology. There can be no assurance that we will be able to compete successfully against current or future competitors
or that competitive pressures faced by us will not materially adversely affect our business, financial condition and results of operations.

Our quarterly revenues, operating results and profitability will vary from quarter to quarter, which may result in volatility in our stock
price.

Our quarterly revenues, operating results and profitability have varied in the past and are likely to continue to vary significantly from
quarter to quarter. This may lead to volatility in our stock price. These fluctuations are due to several factors relating to the license and sale of
our products, including:

� the timing, size and nature of our licensing transactions,

� lengthy and unpredictable sales cycles,

� the timing of introduction and market acceptance of new products or product enhancements by us or our competitors,

� the timing of acquisitions by us of businesses and products,

� product and price competition,

� the relative proportions of revenues derived from license fees and services,

� changes in our operating expenses,

� software bugs or other product quality problems, and

� personnel changes and fluctuations in economic and financial market conditions.

We believe that period-to-period comparisons of our results of operations are not necessarily meaningful. There can be no assurance that
future revenues and results of operations will not vary substantially. It is also possible that in future quarters, our results of operations will be
below the expectations of public market analysts or investors or our announced guidance. In either case, the price of our common stock could be
materially adversely affected.

We face a lengthy sales cycle for our core software, which may cause fluctuations in our revenues from quarter to quarter.

We may not be able to increase revenue or decrease expenses to meet expectations for a given quarter. We recognize software license
revenues upon delivery and, if required by the underlying agreement, upon client acceptance, if such criteria is other than perfunctory, which
does not always occur in the same quarter in which the software license agreement for the system is signed. As a result, we are constrained in
our ability to increase our software license revenue in any quarter if there are unexpected delays in delivery or required acceptance of systems
for which software licenses were signed in previous quarters. Implementation of our core software system typically occurs over six to nine
months. Delays in the delivery, implementation or any
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required acceptance of our products could materially adversely affect our quarterly results of operations. Revenues from software license sales
accounted for 30.7% of revenues for the three months ended March 31, 2004, 33.5% of revenues for the year ended December 31, 2003, 30.3%
of revenues for the year ended December 31, 2002 and 36.6% of revenues for the year ended December 31, 2001. We expect that revenues from
software license sales will continue to provide a significant percentage of our revenues in future periods, and our ability to close license sales, as
well as the timing of those sales, may have a material impact on our quarterly results. In addition, increased sales and marketing expenses for
any given quarter may negatively impact operating results of that quarter due to lack of recognition of associated revenues until the delivery of
the product in a subsequent quarter.

Our level of fixed expenses may cause us to incur operating losses if we are unsuccessful in maintaining our current revenue levels.

Our expense levels are based, in significant part, on our expectations as to future revenues and are largely fixed in the short term. As a
result, we may be unable to adjust spending in a timely manner to compensate for any unexpected shortfall in revenues. Accordingly, any
significant shortfall of revenues in relation to our expectations would have an immediate and materially adverse effect on our business, financial
condition and results of operations. In addition, as we expand we would anticipate increasing our operating expenses to expand our installation,
product development, sales and marketing and administrative organizations. The time of such expansion and the rate at which new personnel
become productive could cause material losses to the extent we do not generate additional revenue.

We rely on our direct sales force to generate revenue, and may be unable to hire additional sales personnel in a timely manner.

We rely primarily on our direct sales force to sell licenses of our core software system. We may need to hire additional sales, client care and
implementation personnel in the near-term and beyond if we are to achieve revenue growth in the future. Competition for such personnel is
intense, and there can be no assurance that we will be able to retain our existing sales, customer service and implementation personnel or will be
able to attract, assimilate or retain additional highly qualified personnel in the future. If we are unable to hire or retain qualified sales personnel
on a timely basis, our business, financial condition and results of operations could be materially adversely affected.

We receive a portion of our revenues from relationships with strategic marketing partners, and if we lose one or more of these
marketing partners or fail to add new ones it could have a negative impact on our business.

We expect that revenues generated from the sale of our products and services by our strategic marketing partners will account for a
meaningful portion of our revenues for the foreseeable future. In particular, we expect that BISYS, Inc., a major national outsourcing center, and
Connecticut On-Line Computer Center, Inc., or COCC, a major regional outsourcing center, will account for a meaningful portion of our
revenues over time. During the fiscal year ended December 31, 2003, BISYS represented approximately $5.8 million, or 9.1%, of our total
revenues, and COCC represented approximately $1.5 million, or 2.4%, of our total revenues. On September 30, 2003, we amended and restated
our software license agreement with BISYS, Inc., effective as of September 1, 2003. We expect that, as a result of this amendment and
restatement, in the future BISYS will account for a greater portion of our revenues than it has historically.

Our strategic marketing partners pay us license fees based on the volume of products and services that they sell. If we lose one or more of
our major strategic marketing partners, we may be unable in a timely manner, or at all, to replace them with another entity with comparable
client bases and user demographics, which would adversely affect our business, financial condition and results of operations. In addition, we
plan to supplement our existing distribution partners with other national and regional outsourcing centers. If we are unable to identify
appropriate resellers and enter into arrangements with them for the outsourcing of our products and services to financial institutions, we may not
be able to sustain or grow our business.
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If we do not retain our senior management and other key employees, we may not be able to successfully implement our business
strategy.

We have grown significantly in recent years, and our management remains concentrated in a small number of key employees. Our future
success depends to a significant extent on our executive officers and key employees, including our sales force and software professionals,
particularly project managers, software engineers and other senior technical personnel. The loss of the services of any of these individuals or
group of individuals could have a material adverse effect on our business, financial condition and results of operations. Competition for qualified
personnel in the software industry is intense and we compete for these personnel with other software companies that have greater financial and
other resources than we do. Our future success will depend in large part on our ability to attract, retain and motivate highly qualified personnel,
and there can be no assurance that we will be able to do so. Any difficulty in hiring needed personnel could have a material adverse effect on our
business, financial condition and results of operations.

We rely on internally developed software and systems as well as third-party products, any of which may contain errors and bugs.

Our software may contain undetected errors, defects or bugs. Although we have not suffered significant harm from any errors or defects to
date, we may discover significant errors or defects in the future that we may or may not be able to correct. Our products involve integration with
products and systems developed by third parties. Complex software programs of third parties may contain undetected errors or bugs when they
are first introduced or as new versions are released. There can be no assurance that errors will not be found in our existing or future products or
third-party products upon which our products are dependent, with the possible result of delays in or loss of market acceptance of our products,
diversion of our resources, injury to our reputation and increased service and warranty expenses and/or payment of damages.

We could be sued for contract or product liability claims and lawsuits may disrupt our business, divert management�s attention or have
an adverse effect on our financial results.

Failures in a client�s system could result in an increase in service and warranty costs or a claim for substantial damages against us. There can
be no assurance that the limitations of liability set forth in our contracts would be enforceable or would otherwise protect us from liability for
damages. We maintain general liability insurance coverage, including coverage for errors and omissions in excess of the applicable deductible
amount. There can be no assurance that this coverage will continue to be available on acceptable terms or will be available in sufficient amounts
to cover one or more large claims, or that the insurer will not deny coverage as to any future claim. The successful assertion of one or more large
claims against us that exceeds available insurance coverage, or the occurrence of changes in our insurance policies, including premium increases
or the imposition of large deductible or co-insurance requirements, could have a material adverse effect on our business, financial condition and
results of operations. Furthermore, litigation, regardless of its outcome, could result in substantial cost to us and divert management�s attention
from our operations. Any contract liability claim or litigation against us could, therefore, have a material adverse effect on our business,
financial condition and results of operations. In addition, because many of our projects are business-critical projects for financial institutions, a
failure or inability to meet a client�s expectations could seriously damage our reputation and affect our ability to attract new business.

Government regulation of our business could cause us to incur significant expenses, and failure to comply with applicable regulations
could make our business less efficient or impossible.

The financial services industry is subject to extensive and complex federal and state regulation. Financial institutions, including banks,
thrifts and credit unions, operate under high levels of governmental supervision. Our clients must ensure that our products and services work
within the extensive and evolving regulatory requirements applicable to them, including those under federal and state truth-in-lending and
truth-in-deposit rules, usury laws, the Equal Credit Opportunity Act, the Fair Housing Act, the Electronic Fund Transfer Act, the Fair Credit
Reporting Act, the Bank Secrecy Act, the Community Reinvestment Act, the Gramm-Leach-Bliley Act of 1999, the USA Patriot Act and other
state and local laws and regulations. The compliance of our
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products and services with these requirements may depend on a variety of factors, including the product at issue and whether the client is a bank,
thrift, credit union or other type of financial institution.

Neither federal depository institution regulators nor other federal or state regulators of financial services require us to obtain any licenses.
We are subject to examination by federal depository institution regulators under the Bank Service Company Act and the Examination Parity and
Year 2000 Readiness for Financial Institutions Act. Although we believe we are not subject to direct supervision by federal and state banking
agencies relating to other regulations, we have from time to time agreed to examinations of our business and operations by these agencies. These
regulators have broad supervisory authority to remedy any shortcomings identified in any such examination.

Federal, state or foreign authorities could also adopt laws, rules or regulations relating to the financial services industry that affect our
business, such as requiring us or our clients to comply with data, record keeping and processing and other requirements. It is possible that laws
and regulations may be enacted or modified with respect to the Internet, covering issues such as end-user privacy, pricing, content,
characteristics, taxation and quality of services and products. Adoption of these laws, rules or regulations could render our business or operations
more costly and burdensome or less efficient and could require us to modify our current or future products or services.

Our limited ability to protect our proprietary technology and other rights may adversely affect our ability to compete.

We rely on a combination of copyright, trademark and trade secret laws, as well as licensing agreements, third-party nondisclosure
agreements and other contractual provisions and technical measures to protect our intellectual property rights. There can be no assurance that
these protections will be adequate to prevent our competitors from copying or reverse-engineering our products, or that our competitors will not
independently develop technologies that are substantially equivalent or superior to our technology. To protect our trade secrets and other
proprietary information, we require employees, consultants, advisors and collaborators to enter into confidentiality agreements. We cannot
assure you that these agreements will provide meaningful protection for our trade secrets, know-how or other proprietary information in the
event of any unauthorized use, misappropriation or disclosure of such trade secrets, know-how or other proprietary information. We do not
include in our products any mechanism to prevent unauthorized copying and any such unauthorized copying could have a material adverse effect
on our business, financial condition and results of operations. We have no patents, and existing copyright laws afford only limited protection for
our intellectual property rights and may not protect such rights in the event competitors independently develop products similar to ours. In
addition, the laws of certain countries in which our products are or may be licensed do not protect our products and intellectual property rights to
the same extent as the laws of the United States.

If we are found to infringe the proprietary rights of others, we could be required to redesign our products, pay royalties or enter into
license agreements with third parties.

Although we have never been the subject of a material intellectual property dispute, there can be no assurance that a third party will not
assert that our technology violates its intellectual property rights in the future. As the number of software products in our target market increases
and the functionality of these products further overlap, we believe that software developers may become increasingly subject to infringement
claims. Any claims, whether with or without merit, could:

� be expensive and time consuming to defend,

� cause us to cease making, licensing or using products that incorporate the challenged intellectual property,

� require us to redesign our products, if feasible,

� divert management�s attention and resources, and

� require us to enter into royalty or licensing agreements in order to obtain the right to use necessary technologies.
13
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There can be no assurance that third parties will not assert infringement claims against us in the future with respect to our current or future
products or that any such assertion will not require us to enter into royalty arrangements (if available) or litigation that could be costly to us.

We have entered into and may continue to enter into or seek to enter into business combinations and acquisitions which may be difficult
to integrate, disrupt our business, dilute stockholder value or divert management attention.

Since 2000, we have acquired several businesses. As part of our business strategy, we may enter into additional business combinations and
acquisitions in the future. We have limited experience in making acquisitions. In addition, acquisitions are typically accompanied by a number
of risks, including:

� the difficulty of integrating the operations and personnel of the acquired companies,

� the maintenance of acceptable standards, controls, procedures and policies,

� the potential disruption of our ongoing business and distraction of management,

� the impairment of relationships with employees and clients as a result of any integration of new management and other personnel,

� the inability to maintain relationships with clients of the acquired business,

� the difficulty of incorporating acquired technology and rights into our products and services,

� the failure to achieve the expected benefits of the combination or acquisition,

� expenses related to the acquisition,
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