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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

In addition to the historical information, this Annual Report on Form 10-K contains or incorporates forward-looking statements within the
meaning of section 27A of the Securities Act of 1933 and section 21E of the Securities Exchange Act of 1934. These forward-looking
statements are based on current expectations, estimates, forecasts and projections about the industry and markets in which we operate and
management�s beliefs and assumptions. In addition, other written or oral statements that constitute forward-looking statements may be made by
or on our behalf. Words such as �expect,� �anticipate,� �intend,� �plan,� �believe,� �seek,� �estimate,� variations of such words and similar expressions are
intended to identify such forward-looking statements. These statements are not guarantees of future performance and involve certain risks,
uncertainties and assumptions that are difficult to predict. We have included important factors in the cautionary statements under the heading
�Factors That May Affect Future Results� that we believe could cause our actual results to differ materially from the forward-looking statements
we make. We do not intend to update publicly any forward-looking statements, whether as a result of new information, future events or
otherwise.
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PART I

Item 1. Business
Overview

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, including account, transaction, lending, operations, back office, client information and
reporting. Our core software and our complementary products access and update real-time data stored in a single relational database, which is
designed to deliver strategic benefits to financial institutions. 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 have historically targeted
commercial banks and thrifts with assets under $20 billion and all credit unions. Our aggregate revenues increased from approximately
$27.3 million in 2001 to approximately $44.3 million in 2002, and were approximately $63.9 million for the year ended December 31, 2003.

Our complementary products can be licensed to financial institutions separately or as part of our fully-integrated suite. When combined with
our core software, these complementary products provide financial institutions with a suite of applications that operate efficiently and take
advantage of the architecture of our core solution, limiting the need for software customization or middleware, which is software that allows two
applications to interface. Our complementary products, which are fully integrated with our core, include business intelligence, customer
relationship management, or CRM, check imaging, interactive voice response, Internet banking and cash management, general ledger and
profitability, loan origination and check and item processing functions. We use an open and flexible software architecture to maximize a client�s
flexibility with respect to different hardware configurations and third-party software applications that are commonly used by financial
institutions, allowing our clients to select our complete suite or third-party products without incurring substantial additional implementation
costs. Based on a design that is customer-centric, our software leverages an institution�s customer information through data mining (sorting
through data to identify patterns and establish relationships) and collaborative filtering (the creation of recommendations for a customer based
on data gathered on similar customers� actions and preferences) and allows an institution to provide its customers with better service, improve
customer retention and identify and pursue potential cross-selling opportunities.

In contrast to legacy systems, our technologies are fully integrated, open, flexible, customer-centric and efficient, permitting financial
institutions to draw on and deliver consistent information quickly. 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. We believe that our products and services
enable our clients to reduce their overall core processing and operational costs and meet their strategic needs more effectively.

Open Solutions Inc. is located in Glastonbury, Connecticut, and has facilities in Shelton and Simsbury, Connecticut, Utica, New York,
Mississauga, Ontario, Wixom, Michigan and Atlanta and Marietta, Georgia. We were founded in 1992 and are incorporated in Delaware. We
operate and manage our business as one segment, the development and marketing of computer software and related services and operates
primarily in one geographical area, the United States of America. As of March 5, 2004, we had approximately 406 employees. On December 2,
2003, we completed our initial public offering raising proceeds, net of expenses, of approximately $86.4 million. Our common stock is quoted
on the Nasdaq National Market under the symbol OPEN.

We are subject to the informational requirements of the Securities Exchange Act of 1934 and will file reports, proxy statements and other
information with the Securities and Exchange Commission, or SEC. Such reports, proxy statements and other information, as well as the
registration statement and the exhibits and schedules thereto, may be inspected, without charge, at the public reference facility maintained by the
SEC at 450 Fifth Street, NW, Washington, D.C. 20549. Copies of such material may also be obtained from the Public
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Reference Section of the SEC at 450 Fifth Street, NW, Washington, D.C. 20549, at prescribed rates. You may obtain information on the
operation of the SEC public reference room in Washington, D.C. by calling the SEC at 1-800-SEC-0330. Such materials can also be inspected
on the SEC�s website at www.sec.gov.

We maintain a website with the address www.opensolutions.com. We are not including the information contained on our website as a part
of, or incorporating it by reference into, this Annual Report on Form 10-K. 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.

Recent Development

On February 24, 2004, we acquired Maxxar Corporation for cash consideration of $6.5 million. This acquisition expanded our
complimentary product offering to include a comprehensive suite of interactive voice solutions and computer telephony integration products.
The acquisition added 28 employees to our staff and facilities located in Wixom, Michigan and Mississauga, Ontario.

Industry Background

Financial institutions have historically invested a significant amount of money in information technology systems. Technology research
firm IDC estimates that banks, thrifts and credit unions in the United States spent approximately $42 billion on information technology during
2003 and expects spending to grow to over $52 billion by 2007. According to Thomson Financial Inc., a leading provider of industry
information, there are approximately 19,460 commercial banks, thrifts and credit unions in the United States, approximately 19,400 of 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. Recent
legislation has allowed non-traditional competitors, such as insurance companies and brokerage houses, to enter the market for traditional
banking products. Because these competitors are able to subsidize traditional banking products with the revenues of other, higher-profit
products, financial institutions have experienced lower margins, increasing the pressure to reduce costs while continuing to offer an increasing
array of consumer products and services. At the same time, the cost and complexity of delivering these products and services has increased as
the widespread introduction of new technology has forced financial institutions to expand their distribution channels to include ATMs, telephone
banking, Internet banking and wireless devices. Legislative changes have also accelerated the ability of financial institutions to offer wider
ranges of products and services to their customers. To distinguish themselves from competitors in this more competitive environment, banks and
credit unions must accurately define and understand their specific markets, and be able to launch relevant products and services to those markets
over tailored delivery channels. These challenges are forcing financial institutions to examine how to conduct their business and service their
customers most efficiently.

Financial 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. Legacy systems often require financial institutions to purchase a
specific vendor�s hardware and software, requiring them to conform evolving business processes and reporting needs to the architecture of the
legacy systems, and preventing them from adopting new technologies or launching new products on a cost-effective and timely basis. Most
legacy systems employed by commercial banks are designed primarily to batch process a large number of transactions and create centralized
financial records,
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limiting the ability of these banks to offer their customers real-time transaction processing. On the other hand, most legacy systems employed by
credit unions are designed for real-time transaction processing, but they limit the ability to conduct high-volume processing or more traditional
commercial banking functions. In addition, legacy systems typically store data in non-relational, or sequentially indexed, files. Because the data
is not organized by customer, financial institutions often face challenges extracting information from their legacy systems, which are unable to
easily provide real-time, actionable customer data to the individuals within the financial institution servicing customers without additional
software.

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 (whether on an in-house or an outsourced basis) 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.
We believe that a technology solution must meet all of these requirements to enable financial institutions to achieve a competitive advantage

in their markets through improved customer service, competitive product offerings and lower costs. In addition, financial institutions are
required by federal law to evaluate the effectiveness of their information technology systems periodically. This obligation, together with
significant upgrades and phase-outs of certain hardware by hardware providers, creates an ongoing need for institutions to evaluate replacement
of their information technology systems.

These requirements can be met by information technology systems based on open, industry-standard operating environments and relational
databases. Relational and real-time technology can improve information sharing by providing access at each desktop to critical customer and
transaction data and business applications, which is restricted or difficult to access in legacy environments. This technology also enables
organizations to streamline business practices and reporting to make faster, more informed decisions. Because this technology is based on an
open architecture, it is easily scalable by upgrading the server or linking multiple servers. In addition, this open model offers flexibility in that
additional functionality can easily be provided through third-party applications. Furthermore, the costs of maintaining a legacy system, which
include the costs of upgrading both legacy system software and hardware, are generally greater over time than the costs associated with newer
technology.

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. Our core software operates in Microsoft, UNIX and LINUX environments using an Oracle relational
database, supplemented by a suite of complementary software applications, which are fully integrated with our core technology and can also be
used with any other vendor�s core software. We also offer our clients a comprehensive set of support services.
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The key attributes of our solution are its:

Full Integration at the Core Level

� Fully-Integrated Information Technology. Our core software supports all of a financial institution�s principal data processing requirements
using a single relational database designed as an integral component of the system architecture. Our fully-integrated software suite allows
our clients to replace their highly proprietary, inflexible and costly legacy systems, which generally contain many disparate software
applications, multiple databases and cumbersome and expensive middleware, with one integrated software application based on a single
database architecture.

Open Architecture

� Compatibility With Varied Non-Proprietary Hardware. Because our core system was designed with an open architecture, our clients can
run our software on desktop and server hardware supplied by a wide array of vendors, including Hewlett-Packard Company, IBM Corp.,
Dell Computer Corporation, Sun Microsystems, Inc. and Unisys Corporation. In contrast, legacy systems often require the financial
institution to purchase vendor-specific hardware, a vendor�s core software product and vendor-specific complementary products, each of
which must be customized to interface with a decades-old legacy system, imposing significant cost burdens, both in cash outlay and
manpower.

� Software Compatibility. The flexibility and scalability of our core applications permit our clients to incorporate complementary software
applications, whether designed by us or by a third party, in a cost-effective manner. Our complementary products, which may be used with
either our core software or a third-party system, include profitability, web-based imaging, loan origination, cash management, collections,
interactive voice solutions and check and item processing modules that may be purchased as part of a fully-integrated software suite or
individually. In addition, our open architecture allows a client to activate a particular software module as its functionality is desired, which
provides our clients with the ability to react to their customers� needs efficiently.

� Scalability. Although most of our current clients have an asset base under $20 billion, our open architecture is designed to accommodate
the needs of larger financial institutions, and to provide our clients the ability to continue to use our solution as they grow. In May and
June 2002 we performed a three-week performance test and benchmark of our core software, the results of which demonstrated that our
solution can meet the processing requirements of an institution with $40 billion in assets and four million accounts. The scalability of our
architecture enables us to manage unexpected increases in clients� processing volumes as well as support the growth of our clients�
businesses.

Flexibility

� Client Delivery of New Products and Services. Our software allows our clients to offer new products and services to their customers
without reconfiguring their information technology infrastructure. In contrast, modifications required by legacy systems in order to
accommodate new financial products can be costly and time-consuming and may require the purchase and maintenance of additional
middleware. In addition, our clients can change the way in which they serve their customers � such as converting from a thrift to a
commercial bank � without replacing or making major modifications to our software.

� Direct License or Outsourced Distribution. We can provide our core software to our clients by licensing it directly for use on-site, through
our own outsourcing centers or through third-party outsourcing centers. We also provide certain complementary applications at our
outsourcing centers, including our business intelligence, cash management, ATM, Internet banking, web-based imaging, collections,
interactive voice solutions and check and item processing tools. Our flexibility in distribution method allows our clients to use our core
software and other complementary applications in the most cost-effective method to meet their specific operational and competitive
requirements.

6

Edgar Filing: OPEN SOLUTIONS INC - Form 10-K

Table of Contents 9



Table of Contents

Customer-Centric Architecture

� Real-time Customer Information in a Single View. Our core software uses a relational database organized around individual customers,
which allows a financial institution to update and view customer information on a real-time basis instead of relying on periodic batch
processing. Our clients can provide their customers with real-time information concerning their accounts, as well as create accurate and
current management reports. Our software is designed to eliminate potential errors arising from the maintenance of multiple databases and
to accommodate high volumes of customer data.

� Better Relationship Management. Our relationship management software provides a set of business intelligence tools that is fully
integrated with and acts as a natural extension of our core software. This allows our clients to eliminate the multiple databases required
when layering traditional business intelligence tools onto a legacy core system. Because our suite exploits the strength of our core system
that is based on a single, relational database designed around individual customers, a financial institution may easily collect and analyze
that data to generate timely and responsive initiatives (such as promotional offers) and deliver those initiatives immediately to the
customer as the customer interacts with the financial institution.

Efficiency

� Cost Savings. 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. The hardware required by a legacy system is expensive to obtain and costly to keep to
current specifications while the pool of expertise with older systems is constantly shrinking. In contrast, our core system can run on
hardware provided by many different vendors. Because our core software is fully integrated with our complementary products and
supports third-party products, development and implementation costs for an institution�s information systems based on our software are
lower than those for an institution which must modify its core software and obtain costly proprietary products for each new function. 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. In addition, because our software is
based on widely adopted technologies, a financial institution using it requires less specialized expertise, which allows the institution to
achieve greater operational efficiencies.

Business Strategy

Our objective is to be the leading supplier of software and services to our targeted market. Our strategy for achieving this objective is to:

� Expand Share of Our Historical Market. We believe that our software is particularly well suited for financial institutions which have an
asset base of under $20 billion. These financial institutions, which have historically constituted our target market, typically can neither
afford, nor do they require, extensive customization in connection with the implementation of a core system. As a result, we believe that
these financial institutions are willing to evaluate, and are well positioned to benefit from, our flexible, cost-effective technology. We
intend to continue to pursue this market by marketing and selling our core software to new clients seeking to convert from a legacy system.

� Expand Our Sources of Recurring Revenue. We generate recurring revenue through outsourcing and maintenance services. We currently
host applications for approximately 160 financial institutions in our outsourcing centers and intend to continue to enhance this service,
which we believe is an attractive solution for many of our targeted clients. Our outsourcing centers serve clients using our core software
and clients using one or more of our Internet banking, ATM, cView, check imaging, cash management, collections, automated clearing
house, or ACH, processing and check and item processing products. In
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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
continue to seek to expand our client base through licensing arrangements, which we expect to increase the recurring revenues, such as
maintenance, that correspond to those licenses.

� Expand Our Client Base by Licensing Our Core Software through Third-Party Outsourcing Centers. Approximately 172 financial
institutions use our core software application at two third-party outsourcing centers, one operated by BISYS, Inc., a major national
outsourcing center, and the other operated by Connecticut On-Line Computer Center, Inc., or COCC, a major regional outsourcing center.
A number of financial institutions outsource their core processing systems to third-party outsourcing centers such as these, which typically
choose one or more significant core software products to provide their services. We plan to work with our existing resellers to add new
clients, and have recently expanded our relationship with BISYS for this purpose. We also plan to supplement these resellers with other
national and regional outsourcing centers.

� Provide Additional Products and Services to Our Installed Client Base. We intend to continue to leverage our installed client base by
expanding the range of complementary products and services available to our current clients, through both the internal development of new
products and services and through acquisitions. In addition, each client has an account manager who recommends complementary products
suitable for the client�s business and works with our sales group to generate sales. We also intend to continue selling our complementary
products to financial institutions that use core systems sold by third parties.

� Maintain Technological Leadership. We believe that the uniqueness of the open, flexible architecture of our system provides us with
competitive advantages over companies offering other core processing systems. For example, our core software suite can satisfy the
technological requirements of a commercial bank, thrift or credit union without modification or customization. We recently announced the
commercial release of our web-based business intelligence suite, which allows a financial institution to transmit action messages and
collect response information instantaneously while a customer conducts a transaction. Our open architecture enables us to utilize leading,
non-proprietary software and hardware to provide comprehensive functionality. We intend to extend our technological leadership by
continuing to add new applications, integrate new technologies and expand the functionality of our system.

� Extend Target Markets. Our primary market currently consists of small to mid-size commercial banks and thrifts and all credit unions,
located in the United States. We believe that our core software has benefits beyond this market, and can scale to meet the operating
requirements of any financial institution. We continue to explore additional ways to extend our target markets, including by selling our
products and services to larger financial institutions and international financial institutions. We also plan to market and sell our products
and services to clients in the payroll services, insurance and brokerage industries.
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� Pursue Strategic Acquisitions. To complement and accelerate our internal growth, we continue to explore acquisitions of businesses and
products that will complement our existing products and services as well as expand our client base. Since 2000, we have completed the
following acquisitions:

Date Seller Products and Services

June 2000 Global Payment Systems LLC Web-based cash management system
August 2001 Sound Software Development, Inc. Loan and mortgage origination product
December 2001 Imagic Corporation Check imaging product
March and October 2002 HNC Financial Solutions, Inc. and HNC

Software, Inc.
General ledger, profitability and other financial
products

July 2003 Liberty FiTech Systems, Inc. Core processing software for credit unions
February 2004

Maxxar Corporation
Interactive voice response, contact center
management and voice over IP

Technology

We design our software to integrate with other products, to allow individual customer data to be easily accessible at all times, and to be able
to deliver strategic benefits to financial institutions at a lower cost. We released our initial product in 1995, at a time when technical
advancements such as distributed computing, browser-based applications and standards for integrating disparate applications were becoming
commonly adopted in the marketplace. To take advantage of these technical developments, we created an open product architecture to maximize
a client�s flexibility with respect to both hardware options and integration with other software applications. In addition, we sought to design a
single platform that could service all financial institutions, including commercial banks, thrifts and credit unions. We also understood the
difficulties financial institutions face in retrieving timely, accurate information with respect to their customers, and therefore designed our
software with a single relational database as its integral component, placing an emphasis on access to customer information rather than account
data. By creating a core processing solution that is open and customer-centric, we believe we have minimized the need for financial institutions
to purchase costly middleware and additional databases to perform the tasks that our products achieve with only one software application and a
single database.

Our core software application offers the following benefits:

� an open architecture that permits full integration with third-party hardware and software and emerging technologies,

� flexible functionality, scalability and high performance, and

� a highly relational database designed around customer information.

We believe that our software provides these benefits through an open architecture that utilizes a relational database, as well as leading
graphical user interfaces and report generation tools. Our software operates in an open systems environment, does not require any proprietary
hardware components and is currently deployed on a wide range of client and server platforms. Our open architecture also permits our software
to interface with a broad range of third-party applications and peripherals that are commonly used in banks and credit unions.

We implement our flexible solution through application modules, each of which performs a specific core processing function. All of our
modules share and are able to access the data in a single relational database, allowing for consistency of data throughout our product suite.
Through database normalization, data is organized in tables that are easily accessible through a variety of query tools as well as through the
application modules. In contrast to legacy systems, our architecture allows a financial institution to capture an unlimited
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amount of data regarding each of its customers without requiring additional software or support. As a result, a higher degree of independence
between a client�s business processes and underlying data is achieved and the solution is more scalable and adaptable to changing business needs.
New application modules may be developed or existing modules may be altered as required without having to change the underlying data model.

Our software utilizes a single, enterprise-wide database, as opposed to a distributed database in which data is spread among two or more
components, typically resident on different computers. The principal benefit of an architecture using a single enterprise-wide database is that it
permits real-time processing so that, for example, transactions are immediately reflected in a bank or credit union customer�s account. This
contrasts with a batch processing approach in which all accounts are updated only at scheduled intervals, typically at the end of the business day.
Our software may be configured to operate in either batch mode or a hybrid batch/real-time mode for those banks or credit unions that do not
require or desire real-time processing.

Products and Services

We offer core software as well as several complementary products that may be purchased with our core solution or separately. The open and
flexible architecture of our core solution is designed to provide our clients with the maximum array of options for complementary applications.
While all of our products function independently of each other, financial institutions which use our entire software suite benefit from our
fully-integrated platform and the ability to obtain comprehensive real-time information on all of their customers.

Core Software
The Complete Banking Solution and The Complete Credit Union Solution. We market our core software in two versions, one directed

primarily at commercial banks and thrifts and the other directed primarily at credit unions. The Complete Banking Solution and The Complete
Credit Union Solution share a common software platform that provides a comprehensive real-time open architecture system capable of
managing all of a financial institution�s core processing requirements. Our core software permits the financial institution and its customers to
view their transactions immediately, whether the transactions occur over the telephone, on the Internet, at the ATM, inside the financial
institution or at an external debit location.

We believe that our core software is less expensive to install and maintain than most legacy systems. It can be easily integrated with third
party applications or our own complementary products to provide a comprehensive solution that can immediately retrieve valuable customer
information for specifically targeting customers with cross-selling or up-selling opportunities.

Some of the key features of our core software include:

� customer-centric system,

� real-time customer touch-point integration,

� integrated real-time and/or batch processing,

� comprehensive lending and deposit processing,

� forms integration (including signature and photo storage),

� customizable web-based reporting,

� comprehensive teller/ customer service applications,

� commercial institution functionality,

� institution and branch operations,

� direct payroll processing, and
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The features of our core software offer a comprehensive real-time view of each customer relationship, which enables our clients to provide
better customer service by having a complete customer profile available to tellers and officers instantaneously.

Complementary Products
To enhance our core software, we offer a number of complementary products. All of our complementary products are designed to run on

any core processing system. However, when used with our core solution, our complementary products are designed to take advantage of the
availability of real-time customer information. These products provide functionality beyond that in any core solution, and include:

cView. cView is an advanced business-intelligence suite designed around two key functional areas: real-time customer contact and
knowledge management. cView permits a financial institution to leverage relational technology, customer account and transaction data and
instant messaging to gather, convert and analyze disparate customer information into knowledge that can be applied to support timely and
responsive initiatives such as promotional offers and make them available immediately through front-line delivery channels, such as Internet
banking, tellers and others. cView is designed to operate on any core processing system, whether designed by us or by a third party. The cView
suite consists of the following web-based components:

� Dynamic Messaging Manager. Application that allows the financial institution to set rules that define the real-time distribution and receipt
of messages throughout the organization.

� Activity Manager. Application that allows the financial institution to track and manage the activities of its customers and prospects.

� My Vision. Access point for cView applications, intranet communications and access to relevant documents, messages and Internet links.

� Report Wizard. Query and report writing tool, which allows users to simplify views of complex database table design, effectively
collapsing multiple tables into one.

� Market Vision. Customer data warehouse designed to permit financial institutions to learn about their customers, prospects, products and
business lines so they can make sound business decisions and create effective marketing plans.

Each component of the cView suite is integrated with the other components, as well as with our core software, allowing clients to focus on the
implementation of CRM strategies rather than the support and maintenance of separate software applications.

Channel Management Center. Channel Management Center is a suite of applications and services designed to facilitate the building and
processing of interfaces between disparate systems. Channel Management Center is designed to act as a translator between core, business and
delivery systems and to centralize the collection and movement of information throughout the financial institution, eliminating the need for
multiple types of middleware services.

eCommerce Banker � Consumer and eCommerce Banker � Business. Our eCommerce Banker suite provides clients with Internet banking and
cash management tools for commercial and retail customers. The modules permit a financial institution to choose from a wide menu of financial
services that may be provided to either individuals or businesses, including:

� Account Information. Customers can view balance information for checking and savings accounts, certificates of deposit, lines of credit,
automobile loans and mortgage loans. Customers can also view year-to-date interest accrued or paid, interest rates and deposit maturity
dates.

� Cash Management. Business customers can monitor their accounts, make tax payments and execute automated clearing house or wire
transfers. We also provide a cash concentration function, which periodically sweeps cash from several accounts into a single
interest-bearing account.

� Funds Transfer. Customers can transfer funds among accounts and establish real-time electronic bill payment.
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� Compatibility with Personal Financial Management Software. Popular personal financial management software, such as Intuit Quicken®
and Microsoft Money®, can be automatically synchronized with recent transactions.

� Bill Payment. Customers can pay bills electronically 24 hours a day, seven days a week and can establish future and recurring payments.

� Secure Messaging. Customers can communicate with a financial institution through secure encrypted message systems.

� Additional Features. Customers can reorder paper checks, request an account statement or contact financial institution personnel by e-mail.

Our Internet banking application supports the open financial exchange, or OFX standard, which enables the system to interface to financial
institution services that use a variety of devices to originate customer transactions. These administrative components include the ability for
financial institutions� customers and potential customers to submit account applications in a secure environment. Also, financial institutions can
automatically generate e-mail responses to customer applications, update product interest rates and terms and receive customer-specific
marketing and data analysis.

Check Imaging. This software application enables our clients to create and store digital check images for inclusion in monthly statements
and to facilitate their customer support services. This product suite includes item/ image capture, document imaging/ computer output to laser
disc, or COLD, signature verification, electronic statements, full-service check and item processing and managed services. This product is
designed to comply with federal legislation known as The Check Clearing For The 21st Century Act, commonly known as Check 21, and to be
compatible with the Federal Reserve�s FedImage Platform. These features are important because when financial institutions exchange checks
electronically rather than physically as the legislation will require, they will seek Check 21 compliant solutions. The product is also designed to
be web-enabled, to eliminate a large portion of entry keying, and together with remote branch capture, to assist our clients in centralizing
electronic image storage. Our clients can choose to purchase these products on an in-house, serviced or managed services basis.

Loan Origination. Our loan origination technologies are designed to provide full-service loan origination processing. Because no two
lenders transact business in exactly the same manner, our loan origination products can also be adapted to suit a financial institution�s specific
needs. Our software suite provides integrated systems for mortgage, consumer and commercial lending:

� The Sound Mortgage Management System provides comprehensive mortgage lending management. This product automates the mortgage
process, including advanced disclosures, prequalification, origination, document preparation, processing, loan tracking, underwriting,
commitment, closing, full management and government reporting. The system automatically books loans to our clients� in-house or
outsourced servicing systems. The system can be wide-area network enabled throughout all branches, and also provides for remote
origination using the Internet.

� The Sound Consumer Loan Management System provides consumer loan management through a comprehensive set of features, including
full document preparation, loan processing, tracking, underwriting, reporting and government reporting requirements as well as an
automated decision service.

� The Sound Commercial Loan Documenter provides commercial loan management from the creation of commitment/ proposal letters to the
final production and tracking of complete document packages for any small-business to middle-market loan, including commercial and
industrial, or C&I, commercial real estate and construction and Small Business Administration loans.
Financial Products. Our financial accounting software suite is designed to provide fully-integrated back-office financial management

technology to financial institutions, including general ledger, accounts payable
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and fixed assets. In addition, we offer strategic financial management tools such as asset/ liability management, profitability and financial
planning:

� Financial Accounting Platform. Our financial accounting platform is an integrated and comprehensive financial management suite. With
detailed reporting and responsive service, it helps clients streamline accounting operations and improve the quality of their financial
management. The financial accounting platform is comprised of four modules: general ledger, investment management, accounts payable
and fixed assets accounting. Each system can operate as a stand-alone product or as part of the integrated financial accounting platform. As
a whole or on a stand-alone basis, the open architecture and standardized file specifications are designed to allow integration with other
accounting and information management software applications.

� Asset/ Liability Management and Financial Planning System. Our asset/ liability management and financial planning system provides
analytical, budgeting and strategic planning software to enable financial institutions to better comprehend the factors driving their
profitability. This software is designed to provide a financial institution with the ability to analyze the institution�s balance sheet in order to
determine market value and risk, helping to ensure preservation of capital.

� ProfitVision. ProfitVision analyzes profitability at any level of the organization. It is designed to generate profit results and value
indicators that reveal the contributors to an institution�s bottom line. It can also be used to segment and profile valuable customers and
determine which products, business units and channels are top performers.
Interactive Voice Solutions. Our interactive voice solutions, which we obtained through the acquisition of Maxxar Corporation on

February 24, 2004, are designed to provide financial institutions with products that enhance productivity, strengthen customer services and
reduce overall operational costs.

� Interactive Voice Response. Our interactive voice response solution provides a financial institution�s customer with round the clock access
to their financial information and the ability to complete account transactions such as transferring funds, applying for loans, and accessing
information about products and services. The product supports both touch-tone keypad response or natural language speech recognition.

� Contact Center Management. Our contact center management solution is comprised of an enhanced Automatic Call Distributor
(ACD) designed to provide sophisticated routing of telephone contacts and other forms of electronic media and agent workflow software
used to manage a broad range of client services and marketing needs of a financial institution.

� Voice Over IP. Our voice over IP product provides a financial institution with a reliable and economical voice communication solution to
meet the needs of a multi-site organization.

Outsourcing Services
We have the capability to host a client�s data processing functions at our outsourcing centers, giving the client the benefit of our products and

services without having to maintain personnel to develop, update and run these systems and without having to make large initial expenditures.
Our outsourcing centers currently host applications for 160 financial institutions, including clients who use our core software and clients who
use one or more of our Internet banking, ATM, cView, check imaging, cash management, collections, ACH processing and check and item
processing products.

Training, Maintenance and Support Services
Installation and Training. We provide comprehensive installation and training services in connection with the purchase of in-house systems

and for new outsourcing center clients. The complete installation process of a core system typically includes planning, design, data conversion
and testing.

Both in connection with installation of new systems and on an ongoing basis, our clients need, and we provide, extensive training services
and programs related to our products and services. Training can be
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provided in our training centers, at meetings and conferences or onsite at our clients� locations, and can be customized to meet our clients�
requirements. The large majority of our clients acquire additional training services, both to improve their employees� proficiency and productivity
and to make full use of the functionality of our systems.

Professional Services. Our professional service organization provides services on a contract basis such as operational reviews, which
leverage the best practices of our clients to improve operational efficiency and effectiveness across our entire client base.

Support Services. We provide immediate telephone response service during normal working hours and on-call support 24 hours a day, seven
days a week for all components of our solution. In addition, we offer remote product support services whereby our support team directly
connects in a secure environment to our client�s server to troubleshoot or perform routine maintenance.

Clients

We serve financial institutions of all sizes, however, the majority of our clients are commercial banks and thrifts with under $20 billion of
assets and credit unions of all sizes. The majority of our clients are located in the United States, although we also have clients in several foreign
countries. As of December 31, 2003, approximately 1,300 financial institutions were using one or more of our products. No client accounted for
more than 10% of our revenues in the fiscal years ended December 31, 2003 and December 31, 2002.

Sales and Marketing

We have established a multi-channel distribution and sales network. We sell and license our products directly to end-users through our
direct sales force and indirectly through resellers, including third-party outsourcing centers. In addition, we support our direct and indirect sales
efforts through strategic marketing relationships and public relations programs, trade shows and other marketing activities. We operate primarily
in one geographical area, the United States.

Direct Sales
We market our products primarily through a direct sales force which is split between our sales personnel who sell our core software and

those who sell our complementary products. As of March 5, 2004, our direct sales force was comprised of 32 salespersons, 15 of which were
selling our core software, and 17 of which were selling our complementary products. In addition, our sales group is complemented by
application specialists, all of whom have extensive experience in banking technology and provide pre-sales support to potential clients on
product information and deployment capabilities. Each client is also assigned an account manager who is that client�s primary contact at Open
Solutions, recommends complementary products suitable for that client�s business and works with our sales group to generate sales.

In December 2003, we split our sales group for core software into two distinct areas of focus; one for the banking industry and one for the
credit union industry. We believe that this distinction will facilitate the ongoing effort to design, develop and build better technology products
aimed at the specific needs of the banking and credit union industries.

Indirect Sales
We supplement our direct sales force with a range of resellers who sell our complementary products in conjunction with their own products

and services. These resellers include a range of hardware and software vendors and permit us to better address specific geographical markets,
including those outside the United States, and potential clients reliant on existing third-party core solutions.

Historically, a significant portion of financial institutions have chosen to satisfy their information technology needs through third-party
outsourcing centers. In addition to our own technology outsourcing centers, we have entered into software license and marketing agreements
with BISYS and COCC. Under our agreements with these strategic marketing partners, we receive license fees based on the asset size of the
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financial institution using our applications. We have recently expanded our relationship with BISYS. BISYS has the right to provide outsourcing
services using our The Complete Banking Solution software to banks in the United States. Under the amended agreement, BISYS has also
agreed to pay us minimum license fees and must achieve minimum sales requirements, as well as pay us annual maintenance fees for each of
their clients that uses one or more of our products or services. In exchange, we have agreed not to compete with BISYS for the provision of
outsourcing services to banks in the United States through September 2005 and thereafter (so long as BISYS continues to pay us the required
minimum fees and meet the required minimum sales) and we have agreed not to enter into similar reseller agreements with any one of six named
competitors of BISYS before March 1, 2005. Our agreement with COCC provides it with the right to provide services using our The Complete
Banking Solution software to banks in ten states, primarily in the northeastern and mid-Atlantic United States. In February 2004, we entered into
an agreement with COCC, which provides for the license and resell of our e-Commerce Banker suite of electronic banking and cash
management products operated from their data center. 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. During the fiscal
year ended December 31, 2002, BISYS represented approximately $2.9 million, or 6.5%, of our total revenues, and COCC represented
approximately $1.3 million, or 2.9%, of our total revenues.

Marketing
Our marketing program includes:

� direct mail,

� telemarketing,

� hosting an annual client conference,

� advertising in banking and credit union trade journals and periodicals,

� publishing articles and editorials,

� speaking engagements, and

� participating in seminars and trade shows.
Product Development

We plan to continue to invest significant resources to maintain and enhance our current product and service offerings, and are continually
developing new products that complement these offerings. For the years ended December 31, 2003, 2002 and 2001, product development
expenses were $6.8 million, $6.2 million and $7.6 million, respectively. We have historically released two upgrades of existing products each
year, and, since the beginning of fiscal year 2002, we have introduced a collections system, a safe deposit box system, a web-based business
intelligence suite, a web-based imaging system and tools to facilitate the building and processing of interfaces between disparate systems, as
well as several smaller modules. The collections system and safe deposit box system were market-driven additions to our core software suite.
The business intelligence, web-based imaging systems and the interface tools were designed to exploit the uniqueness of our core architecture,
but as with all of our complementary products, they work with other core solutions. We have several new products under development and plan
to sell them to both our existing client base and new clients. Our clients also regularly advise us of new products and functionalities that they
desire, which we take into account with respect to planning our research and development operations. As of March 5, 2004, we employed a staff
of 90 development employees.

Competition

The financial services software market is intensely competitive and subject to technological change. Competitors vary in size and in the
scope and breadth of products and services offered. We encounter
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competition in the United States from a number of companies including Fiserv, Inc., Jack Henry & Associates, Inc., Fidelity National Financial
Corporation and John H. Harland Company. We also compete against a number of smaller, regional competitors, as well as vendors of products
that compete with one or more of our complementary products. Many of our current competitors have longer operating histories, larger client
bases and greater financial resources than we do. In general, we compete on the basis of product architecture and functionality, service and
support, including the range and quality of technical support, installation and training services, and product pricing in relation to performance
and support.

Intellectual Property and Other Proprietary Rights

We rely primarily on a combination of copyright and trademark laws, trade secrets, confidentiality procedures and contractual provisions to
protect our proprietary rights. We seek to protect our software, documentation and other written materials under trade secret and copyright laws,
which afford only limited protection. Our license agreements contain provisions which limit the number of users, state that title remains with
Open Solutions and protect confidentiality. We presently have no patents or patent applications pending.

Open Solutions Inc., The Complete Banking Solution, The Complete Credit Union Solution and Bank-on-it are registered trademarks, and
eCommerce Banker and eCommerce Mart are trademarks of ours. Open Solutions Inc. is also a service mark of ours. All other trade names and
trademarks referred to in this Annual Report on Form 10-K are the property of their respective owners.

Employees

 As of March 5, 2004, we had a total of 406 employees. None of our employees is represented by a labor union. We have not experienced
any work stoppages and believe that our relations with our employees are good.

Infrastructure

Our communications and network equipment is located in both our corporate headquarters in Glastonbury, Connecticut and our offices in
Atlanta, Georgia. We have preventive maintenance and disaster recovery plans, which include periodic equipment, software and disaster
recovery testing, data monitoring and maintaining records of system errors. We have 24-hour monitoring and engineering support and
emergency communication lines. In the event of an emergency, we have a contingency plan to provide services through a nationally recognized
emergency service provider.

Item 2. Properties
We lease approximately 42,000 square feet of space in Glastonbury, Connecticut. We also lease approximately 4,000 square feet of space in

Shelton, Connecticut, approximately 1,100 square feet of space in Simsbury, Connecticut, approximately 6,400 square feet of space in Marietta,
Georgia, approximately 25,000 square feet of space in Atlanta, Georgia, approximately 1,800 square feet of space in Utica, New York,
approximately 12,200 square feet of space in Wixom, Michigan and approximately 1,502 square feet in Mississauga, Ontario. Our Glastonbury,
Simsbury and Shelton, Connecticut leases expire in 2005 and our Marietta, Atlanta, Wixom, Michigan, Mississauga, Ontario and Utica,
New York leases expire in 2004. We believe our current facilities are sufficient to meet our needs through the fiscal year ending December 31,
2004, and we will either renew the leases with respect to our current facilities or move to new facilities at the expiration of the current lease
terms.

Item 3. Legal Proceedings
We are from time to time a party to legal proceedings which arise in the normal course of business. We are not currently involved in any

material litigation, the outcome of which would, in management�s judgment based on information currently available, have a material adverse
effect on our results of operations or financial condition, nor is management aware of any such litigation threatened against us.
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Item 4. Submission of Matters to a Vote of Security Holders
During the three months ended December 31, 2003, we solicited the written consent of our stockholders pursuant to Section 228 of the

General Corporation Law of the State of Delaware in connection with the following proposals, which were approved on October 17, 2003:

Broker
Proposal For(a) Against Abstentions Non-Votes

1. To elect our board of directors: Louis Hernandez, Jr., Douglas
K. Anderson, Douglas C. Carlisle, David M. Clarke, David Dame,
Samuel F. McKay, Carlos P. Naudon, William W. Neville,
Gregory W. Thompson and Richard P. Yanak 13,193,004 n/a n/a n/a
2. To ratify PricewaterhouseCoopers LLP as our independent
auditors 13,193,004 n/a n/a n/a
3. To approve a Certificate of Amendment to our Certificate of
Incorporation to (i) increase the number of authorized shares of our
common stock from 45,000,000 to 95,000,000, (ii) amend the
officer and director indemnification and limitation on liability
provisions, (iii) eliminate the ability of stockholders to take action
by written consent and call a special meeting, as of the closing of
our initial public offering, and (iv) amend the automatic conversion
provisions of our preferred stock 13,193,004 n/a n/a n/a
4. To amend and restate our Certificate of Incorporation, to
(i) eliminate all references to our preferred stock, (ii) authorize up
to 5,000,000 shares of �blank check� preferred stock and (iii) elect to
be governed by Section 203 of the Delaware General Corporation
Law 13,193,004 n/a n/a n/a
5. To adopt our Amended and Restated By-Laws 13,193,004 n/a n/a n/a
6. To approve the automatic conversion of our preferred stock 13,193,004 n/a n/a n/a
7. To approve the classification of our board of directors 13,193,004 n/a n/a n/a
8. To adopt our 2003 Employee Stock Purchase Plan, upon the
closing of our initial public offering 13,193,004 n/a n/a n/a
9. To adopt our 2003 Stock Incentive Plan 13,193,004 n/a n/a n/a

10. To amend our 2000 Stock Incentive Plan to provide for a maximum
number of shares which may be issued under it 13,193,004 n/a n/a n/a
11. To ratify prior corporate acts 13,193,004 n/a n/a n/a

During the three months ended December 31, 2003, we also solicited the written consent of our stockholders pursuant to Section 228 of the
General Corporation Law of the State of Delaware in connection with the following proposal, which was approved on November 7, 2003:
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