FOR IMMEDIATE RELEASE

Formula Systems Reports First Quarter results

Strong Operating Results

Herzliya, Israel — May 24, 2005 — Formula Systems (1985) Ltd. (Nasdaq:
FORTY) a leading provider of information technology products, solutions and
services, announced today results for the first quarter of 2005.

Total revenues for the first quarter ended March 31, 2005 reached $128.8
million compared to $109.1 million in the same period last year, an increase
of 18%. Operating income in the first quarter was $5.8 million an increase of
107% from the $2.8 million reported in the comparable quarter of 2004.

In the first quarter the Company reported a net income of $1.8 million or
$0.16 per share.

On May 8, 2005 the Company announced the distribution of a cash dividend
to its shareholders payable on June 1, 2005. The cash distribution will be in

the amount of 17.5 NIS per ordinary share, (approximately $4 per share), or
231 million NIS in the aggregate (approximately $53 million).

Gad Goldstein, President of Formula, commented: "We are satisfied with the
growth pattern of our mature core subsidiaries as it was reflected in the
consolidated revenues and operational profit. The pace of sales in the first
quarter reflected over half a billion dollars in consolidated revenues on an
annual basis and our operating profit in the first quarter enjoyed an increase
of over 100% compared to the first quarter of last year.

Encouraged by these developments we are now able to devote a larger
portion of our attention to efforts to enhance value in our privately held
subsidiaries, mainly Formula Vision’s affiliates and nextSource, including the
exploration of capital raising and M&A activities . The nominal book value of
most of our private holdings combined with the fact that the market value of
our marketable securities was in excess of approximately $50 million above
our book value at the end of the quarter, keep us fairly optimistic of our
ability to increase our profits in the future.”

About Formula

Formula Systems Ltd. is a global information technology company principally
engaged, through its subsidiaries and affiliates, in providing software
consulting services, developing proprietary software products and providing
computer-based business solutions.



Statements made in this press release that are not historical facts are
forward-looking statements. Such statements involve various risks that may
cause actual results to differ materially. These risks and uncertainties include,
but are not limited to: market demand for the company’s products,
dependence on strategic partners, integration of new business, successful
implementation of Formula’s products, economic and competitive factors,
international market conditions, management of growth, technological
developments, the ability to finance operations and other factors which are
detailed in Formula’s Securities and Exchange Commission filings, including its
most recent report on Form 20-F. Formula undertakes no obligation to
publicly release any revision to any forward-looking statement.

Contact:

Israel: Gad Goldstein, President, Formula Systems Ltd.
+972-9-959-8800

USA: Dennis S. Dobson, for Formula Systems Ltd.

(203) 255-7902



FORMULA SYSTEMS (1985) LTD.
(An Israeli corporation)
CONSOLIDATED BALANCE SHEETS

March 31, December 31,
2005 2004
Uus $
(in thousands)
CURRENT ASSETS:
Cash and Cash EQUIVAIENES ........cceviirieirireisesie e 118,853 107,174
ShOrt-tENM INVESIMENTS......eoiiieeeee et e st e s e e e e s s rae e s sbeeeeas 38,859 39,073
Trade rECEIVADIES........ooceee ettt e s e e sebe s e saessaeeans 122,009 114,533
Other aCCOUNTS FTECEIVADI.........ueeiiiiiie ettt 32,271 26,105
101V 010 =TRSO 4,922 4,668
316,914 291,553
LONG-TERM INVESTMENTS, LOANSAND RECEIVABLES:
Loans and Other INVESIMENTS........coccveviveieiiieceee et s 6,632 5711
INVESEMENES IN A fIlIEEES ..eeceeee ittt 22,351 24,389
28,983 30,100
SEVERANCE PAY FUND ..ottt sttt are s 32,301 31,943
FIXED ASSETS, NET ..ottt esves s reeesves s bessvesssbessabessevessnvesens 25,696 26,529
OTHER ASSETS, NET oottt sttt sre s st sae s snte s sae s snre s 261,484 260,895
665378 641,020
CURRENT LIABILITIES:
Liabilitiesto banks and OtNErS ..........ooceeieii e 94,431 106,975
Trade PaYabIES......cooiee e 41,044 41,605
Other accounts Payabl€..........cooiiriiiiereree e e 83,897 81,105
(D12 01 10 =TT 30,285 32,374
Customer advances, net of WOrK iN Progress .......cccoeveerereeeseneseseneseseenenes 5,101 6,900
254,758 268,959
LONG-TERM LIABILITIES:
(DS 01 LU= 24,413 27,086
Provision for lossesin formerly owned inVEStEE .........cccvvvceeveevece v 1,971 1,971
(D (S (=0 =) (=T 1,034 958
CUSLOMET AOVANCES .....cveecvei ettt steeetes e sbe e st s s e sbe s sbessbes s bessbessbessbeesans 3,274 1,114
Liabilitiesto banks and OthErS ...........coeeieiii e 16,129 17,789
Liability dueto activity aCqUISITION ........ccveeeiierieresie e 1,983 2,036
ACCIUEH SEVEIANCE PAY ...veeveereererresiesrestestesseseeseessessestestestesseeseessessessessessessenns 38,332 37,750
87,136 88,704
MINORITY INTEREST ..ottt ettt st st ssve s s 101,111 96,579
SHAREHOLDERS EQUITY ittt s 222,373 186,778

665,378 641,020



FORMULA SYSTEMS (1985) LTD.
(An Israeli corporation)
CONSOLIDATED STATEMENTSOF INCOME

Three months ended
March 31,
2005 2004
Us.$
(in thousands, except per
sharedata)

REVENUES ...ttt bbb bt bt se e e ne e nn e e e 128,758 109,087
(00 o L=V /= 01U 83,432 67,989
LC 01 o (o)1 S 45,326 41,098
Research and devel OpmMENt COSES, NEL ........cceceieeiieiere e 5,508 6,441
Selling, general and adminiStrative EXPENSES ......ccvcvevvererevesese e 31,652 30,378
Depreciation and amorti ZatiON...........cceeeeeerererie s eeeseesee e 1,609 1,484
Restructuring and NON-reCUITiNG COSES.......uuvururrrrerrrrsesesrereeeeseeseeseeseessessesseseeeenes 758 -
(@] 01= = 1110 [T 01070121 S 5,799 2,795
Financial EXPENSES, NEL.........ceceeieeieie e e e e e e s re b e e sae e e e e enaenes (2,300) (2,738)

3,499 57
Gain on realization Of INVESIMENES..........ciiiiie e 1,965 3,965
Other iNCOME (EXPENSES), NEL ......c.eiuerierieie ettt sre e e e e e see e 938 (368)
Income before taxeS 0N INCOME ......o..ciiireire e 6,402 3,654
TAXES ON INCOITIE ..veeeveeecteecteeeeteeeeteeeebeeebeesbesebee s besebeesabessnbeesabessnseesabessnseesabessnreesarens 1,720 948

4,682 2,706
Equity in losses of affiliated cCOmpanies, NEL .........ccceveeeeieeveie e (1,744) (989)
Minority interest in ProfitS, NEL .......cvcvieceeec e e (1,120) 922
= T oo T TSRO ﬁ ﬁ
Earnings per share:
2 S o TORSTRSTPIN 0.16 0.24
DIULEA. ...ttt st et b e sttt s s et e b nbe e 0.09 0.24

BaSIC .ttt b bR 11,600 10,800
DITULEA. ...ttt bbb et b e et b e e b e 11,600 10,800




