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Temenos UK Limited

Directors’ report
For the year ended 31 December 2012

The directors present thetr report together with the audited financial statements of the Company for the year
ended 31 December 2012

Principal activities

The principal activity of the Company is the provision of software implementation support services to financial
institutions 1n the United Kingdom and overseas, as well as the provision of software development and
marketing support services to other Temenos Group companies

Results and dividends

The profit and loss account 1s set out on page 9 and shows the loss for the financial year 2012 after taxaton of
£2 6m (2011 loss of £6 2m)

The directors do not recommend payment of a dividend (2011 £m!)
Business review

2012 was probably one of the most challenging years our industry has seen Banks worldwide are sull having to
deal with the consequences of the 2008 financial turmoil and the ensuing sovereign debt crisis, increased
regulation and scrutiny from national and supranational regulators and lower returns on equity On top of this,
technology and especially advances i mobility and broader channel access and customer expenience are
producing changes in customer behaviour which present both an opportumty and a huge threat for banks,
existing and new

Looking ahead, we are laying the foundations for the Company to return to long-term sustainable growth
Included 1n the Temenos group mid-term growth strategy 1s itmproving profitability 1n our services business,
growing our partner sales channel and increasing the level of hicences derived from existing customers This will
be especially relevant in the UK where there 15 a sigmficant services delivery orgamisation, where many partner
relationships are based and where there 1s a strong existing customer base

During 2012, licence and maintenance revenues was £6 2m (2011 £8 8my) and turnover fell to £26 4m (2011
£32 8m) Implementation revenue decreased to £20 2m (2011 £23 9m)

Key performance indicators

The Company 15 an mtegral part of the Temenos Group AG group of compames ("the group) The key
performance indicators of Temenos Group AG for the year ended 31 December 2012 are inciuded in the
consohdated financial statements of that company (which can be obtained from Temenos Group AG address
given in Note 20

Strategy

Across the group, we are now moving 1nto the “Lead” phase having moved through the “Build” and “Scale”
phases Throughout this entire time, there are many things that have remained true to Temenos

a smgle domain focus, being truly global, a commutment to openness and the highest levels of R&D

These principals are as relevant today as they were 20 years ago and will provide the bedrock for

Temenos as we move to the next level There 1s a strong focus to grow new licence sales as this 1s the engine
that drives mamntenance and mplementation revenues  This would be expected to drive growth in the future UK
implementation revenue stream
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Temenos UK Limited

Directors’ report
For the year ended 31 December 2012 (continued)

Strategy (continued)

The delivery iitiatives, orgamisational changes and strengthening of global services management are expected
to deliver stronger implementation profitability and this 15 a key component of the UK business

The group strategy 1s to continue the commitment to product investment and innovation (see the Research and
Development spend below) With this investment, the group will be able to deliver product superionty at a
functional level as well as at a technology and architecture level The UK business murrors the group strategy
with a significant headcount dedicated to product investment and mnovation

Research and Development

During 2012 Temenos UK Linuted has undertaken research and development activities with a cost of £4 8m
(2011 £8 4m)

Investments

On 1 October 2012 the group finahised the acquisition of 100% of the share capital of EDGE IPK, a UK based
provider of User Expentence Platform (“UXP”) software to the financial services industry for £9 lm The
Compamies investments are not deemed to be impaired as the investments are supported by the net assets and
future cash flows of the subsidiary companies

Donations

During 2012 Temenos UK Limited made no contribution to donations (2011 £200 total donations) for
chantable purposes No political donations have been made

Indemnity provision

Throughout the financial year and at the date of the approval of these financial statements, the Company
maimntained Directors and Officer’s Liability insurance policies on behalf of the directors of the Company These
pelicies meet the 2006 companies Act defimtion of a qualifying third party indemnity provision

Going Concern

The directors believe that the Company remains a going concern as at the date of signing the financial
statements and that i will be able to pay 1ts debts and expenses as they fall due for at least a period of 12 months
from the date of signing these financial statements The directors of Temenos Group AG have provided a letter
confirming support from Temenos Group AG covenng at least 18 months following the signing of these
financial statements

At the end of Q1 2013 Temenos Group AG reported an available credit facility of $95m and 15 therefore capable
of providing support to the Company

Future outlook

The trading results for 2012 were encouraging despite the difficult trading conditions For 2013, we expect
Temenos UK Limzuted to berefit from the overall group strategy to deliver ongoing profitability and from the
restructunng programme undertaken 1n 2012 Temenos continues to invest strongly n both product
developments internally and through targeted acquisiions, and the directors have confidence about the long
term growth prospects of the Company

Temenos UK Limited Company Number 01972767 3




Temenos UK Limited

Directors’ report
For the year ended 31 December 2012 (continued)

Financial risk management
(a) Financial risk factors

The Company’s activities expose 1t to a variety of financial nsks market nsk (including currency risk, far value
mterest rate nisk, cash flow interest rate nisk and price nisk), credit nisk and hquidity nsk

The group treasury department has implemented nsk management policies and procedures and an appropriate
subset of the overall group policies and procedures are implemented in the Company by the board of directors
and the Company’s local finance team

Market risk
(i) Foreign exchange risk

Whulst the Company operates internationally, the majonity of contracts are denomunated in Sterling  Foreign
exchange gans and losses pnncipally anse from intercompany transactions

(i) Price risk

The Company 1s not sigmficantly exposed to any price nisks other than those related to denvative foreign
exchange contracts

(iii) Cash flow and fair value interest risk

The Company 15 not exposed to cash flow or interest rate nsks as any temporary short falls in funding are
covered by loans from group companies

Credit risk

Credit risk ts the nisk of finarcial ioss to the Company 1f a customer to a financtal instrument fails to meet 1ts
contractual obligations, and anses principally from the Company’s recervables

The Company’s credit nisk 1s significantly mutigated since all of its customers are financial instututions spread
across a wide geographic spectrum that have either high credit-rating, strong past experience or government
backing Moreover, such institutions are already strongly regulated by their local busimess laws to ensure a high
level of capital structure 1n order to maintaun a stable banking environment The majority of the Company's
recervables are with highly rated banks

At the initial phase of the negotiation, the Company analyses the creditworthiness of the customer by ensuring
that

(1} the customer 1s highly rated by credit rating institutions or by other publicly available information, and 1t is
not negatively flagged in the software industry, or

() the customer has a strong past experience without delinquency of payments, or

() if (5) and (1) are not apphcable, the Company may mimimise the nsk by requesting financial secunty such as
prepayments, delivery against payments or collateral secunty

The Company may withhold services under project implementation or withhold the right to use 1ts software if a
specific customer does not respect 1ts payment obligations At present, the Companty does not hold any
collateral security
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Temenos UK Limited

Directors’ report
For the year ended 31 December 2012 (continued)

Credit risk (continued)

There s no concentration of credit nisk with respect to rade receivables as the Company has a large number of
customers which are internationally dispersed

Country nisk 15 mitigated by the Company's broad geographic customer base and 1s mumnused by a prudent
approach of recognising the revenue In rare cases where the country nisk 1s predomenant, the Company may
recognise the revenue only upon cash collection

Liqudity risk

Liquidity risk 15 the nsk that the Company will not be able to meet 1ts financial obligations as they fall due
The Company manages any potential hquidity nsk by means of ongoing support from group companies

{(b) Capital risk management
The Company 15 a wholly owned subsidiary and hence 1s not exposed to capital market nsk
Directors

The directors of the Company who were 1 office during the year and up to the date of signing the financial
statements were

C Pangalos
Des Noctor
K Stonell (Resigned on 13/11/2012)

Disclosure of information to auditors

Each of the persons who 1s a director at the date of approval of this report confirms that
(a) so far as the director 1s aware, there 15 no relevant audit information of which the Company’s
auditors are unaware, and
(b) each director has taken all the steps that he ought to have taken as a director 1n order to make
himself aware of any relevant audit information and to establish that the Company’s auditors are aware

of that information

This confirmation 1s given and should be nterpreted in accordance with Section 418 of the Companies Act
2006
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Temenos UK Limited

Directors’ report
For the year ended 31 December 2612 (continued)

Statement of directors’ responsibilities (continued)
Independent auditors

PricewaterhouseCoopers LLP have indicated their willingness to accept re-appointment as audiiors and a
resolution concerning thear re-appointment as auditors will be proposed at the Annual General meeting

Statement of directors’ responsibilities
The directors are responsible for preparing the Directors’ Report and the financial statements 1n accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have prepared the financial statements 1n accordance with United Kingdom Generally Accepted
Accountung Practice (Umted Kingdom Accounting Standards and applicable law) Under company law the
directors must not approve the financial statements unless they are sausfied that they give a true and fair view of
the state of affairs of the Company and of the profit or loss of the Company for that period In prepanng these
financial statements, the directors are requuired to

* select suitable accounting policies and then apply them consistently,

¢ make judgements and accounting estimates that are reasonable and prudent,

¢ state whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained 1n the financial statements,

¢ prepare the financial statements on the going concern basts unless tt 1s tappropriate to presume that
the Company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company's transacuons and disclose with reasonable accuracy at any time the financial position of the Company
and enable them to ensure that the financial statements comply with the Compames Act 2006 They are also
responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention
and detection of fraud and other 1rregulanties

The directors are responsible for the maintenarce and integnty of the Company's website Legislation in the
United Kingdom governtng the preparation and dissermnation of financial statements may differ from

legisiation 1n other jurisdictions

The report of the directors was approved by the Beard on 21 June 2013 and signed on 1ts behalf by

CBe

C Pangalos
Director
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Temenos UK Limited

Independent Auditors’ Report To The Members Of Temenos UK Limited

We have audited the financial statements of Temenos UK Limuted for the year ended 31 December 2012 which
comprise the profit and loss account, the balance sheet and the related notes The financial reporting framework that
has been apphied 1n therr preparation 1s applicable law and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Pracuce)

Respective responsibilities of directors and auditors

As explained more fully 1n the Statement of Directors’ Responsibilities set out on page 6 the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair view
Our responsibility 15 to audit and express an opinon on the financial statements 1n accordance with applicable law
and International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board's Ethical Standards for Auditors

Ths report, including the opinions, has been prepared for and only for the Company's members as a body 1n
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose  We do not, 1n giving
these opintons, accept or assume responsibility for any other purpose or to any other person to whom this report 1s
shown or into whose hands 1t may come save where expressly agreed by our pnior consent 1n writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient to
give reasonable assurance that the financial statements are free from matenial musstatement, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropnate to the Company's
carcumstances and have been consistently applied and adequately disclosed, the reasonableness of sigmficant
accounting estimates made by the directors, and the overall presentation of the financial statements In addition, we
read ali the financial and non-financial information 1n the Directors report and financial statements to 1dentify
material inconsistencies with the audited financial statements 1f we become aware of any apparent material
musstatements or nconststencles we constider the implications for our report

Opinion on financial statements
In our opinion the financial statements
e give atrue and fair view of the state of the Company’s affairs as at 31 December 2012 and of its loss for
the year then ended,
* have been properly prepared i accordance with Umted Kingdom Generally Accepted Accouniing
Practice, and
* have been prepared 1n accordance with the requirements of the Compames Act 2006

Opimon on other matter prescribed by the Companies Act 2006

In our opinion the information given 1n the Directors' Report for the financial year for which the financial
statements are prepared 15 consistent with the financial statements
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Temenos UK Limited

Independent Auditors’ Report To The Members Of Temenos UK Limited
(continued)

Matters on which we are required to report by exception

We have nothing to report in respect of the followmng matters where the Compantes Act 2006 requires us o report
to you 1f, m our opinion

¢ adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us, or

¢ the financial statements are not 1n agreement with the accounting records and returns, or
certain disclosures of directors' remuneration specified by law are not made. or
we have not received all the information and explanations we require for our audit

Archie Wilson (Senior Statutory Auditor) 2% June 2013
For and on behalf of PncewaterhouseCoopers LLP

Chartered Accountanis and Statutory Auditors
Uxbndge
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Temenos UK Limited

Profit and loss account

For the year ended 31 December 2012

2012 2011

Note £7000 £000

Turnover 2 26,425 32,765

Cost of sales B (18,194) (26,814)

Gross profit 8,231 5,951

Admimstrative expenses B _ 9N (15,075)

Operating loss 3 (1,481) (3.124)
Interest payable and similar charges A 2y (1,029)
Loss on ordinary activities before taxation_ S 2603 (6,153)
Taxation on loss on ordmary acuvities 7 @w__ O

Loss for the financial year 15,16 (2,607) 6,162)

Year ended Year ended
31 Pecember 31 December

All results are derrved from continuing activities

The Company has no recogmsed gains and losses other than those included 1n the results above, and therefore

no separate statement of total recogmsed gains and losses has been presented

There 1s no material difference between the loss on ordinary activities before taxation and the loss for the
financial year stated above and their lustorical cost equivalents

Temenos UK Limited Company Number 01972767
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Temenos UK Limited

Balance sheet
As at 31 December 2012

31 December 31 December

2012 2011
Note £'000 £000
Fixed assets
Tangible assets 8 1,792 1,152
Investments ) L 9 43,845 34,675
45,637 35,827
Current assets
Debtors 10 70,010 50,742
Cash at bank and 1n hand . R 3638 2422
73,648 53,164
Creditors. amounts fallng due within one year 11 o {(84,472)  (79.712)
Net current habilities L (10,824) (26,548)
Total assets less current liabilities 34,813 9,279
Cieditors amounts falling due after more than one year 12 {62,582) (34,322)
Prowvistons for labihties o L _ (309 _  (628)
Net habilities {28,078) (25,671)
Capital and reserves
Called up share capual 14 2,199 2,199
Share premmum account 15 1,437 1,237
Profit and loss reserve o o 15 _(31,714)  (29,107)_
Total shareholders’ deficit 16 (28,078) {25.671)

The financial statements on pages 9 to 24 were approved by the Board on 21 June 2013 and were signed on 1ts

behalf by

oM

C Pangalos
Director

Temenos UK Limited Company Number 01972767
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Temenos UK Limited
Notes to the financial statements for the year ended 31 December 2012 (continued)
1 Accounting policies

Basis of preparation

These financial statements are prepared on a going concern basis, under the historical cost convention, as
modified by the revaluation of certain tangible fixed assets and 1n accordance with the Companies Act 2006 and
applicable accounting standards tn the Umted Kingdom

Gomg Concern

At 31 December 2013, the Company had net current habiliies The accounts are prepared on the going concem
because of (1) the positive outlook of the ability of the Group to generate positive cash flows, {2) no provisions
for future dissolution of the entity nor any impairment of current and long term assets has been recognised 1n
these accounts and (3} the directors of Temenos Group AG have provided a letter confirmung support from
Temenos Group AG covenng at least 18 months following the signing of these financial statements

Consohdation

The Company 1s a wholly-owned subsichary of Temenos Group AG and 1s included in the consohdated financial
statements of Temenos Group AG which are publicly available Consequently, the Company has taken
advantage of the exemption from preparing consolidated financial statements under the terms of section 401 of
the Companies Act 2006

Cash flow statements

The Company 1s a wholly owned subsidtary of by Temenos Group AG, and 15 included 1n the consohdated
financial statements of Temenos Group AG, which are publicly available Consequently, the Company has taken
advantage of the exemption from preparing a cash flow statement under the terms of FRS 1 (revised 1996)

Related parties

The Company has taken advantage of the exemption under paragraph 3(c} from the provisions of FRS 8,
‘Related Party Disclosures’, on the grounds that 1t 15 @ wholly owned subsidiary of a group headed by Temenos
Group AG, whose financial statements are publicly available

Turnover

Tumover 15 derived from the following sources (1) software implementation and support services, (2)
commussions recetved from the sale of software licences, (3) software licences and software mamtenance
{(helpdesk services and nights to future product enhancements), and (4) software development services Turnover
15 recogmised net of value added tax and trade discounts

Revenue is recognised when all of the following conditions have been met (1) an agreement has been entered
1nto with the customer, (2} the software or services have been delivered. (3) the license fee 1s fixed and the
agreement 1s free of uncertainties that may alter the agreement such that 1t may not be complete and final, and
(4) collection 15 probable In rare cases where the country risk 1s predormunant, the Company may recogmse the
revenue only upon cash collection

Software license revenues represent all fees earned from granting customers licenses to use our banking
apphcations software, either through an tmtial license or through the purchase of additional modules or user
nights, but exclude any amounts related to mamntenance Revenue 1s recogmised when the base cnitena have been
met

Sofiware maintenance 1s included in most software license arrangements and 1s generally priced as a percentage
of the imuial software hicense fees It 1s recogmsed on a straight Iine basis over the term of the arrangement

Temenos UK Limuted Company Number 01972767 11




Temenos UK Limited
Notes to the financial statements for the year ended 31 December 2012 (continued)

1 Accounting policies (continued)

Software implementation and support services represent income from consulting and implementation services

sold separately under services contracts Service contracts are accounted for on a percentage completion basis
When estimates 1ndicate that a loss will be incurred on a contract upon completion, a provision of the expected
loss 15 recorded in the period in which the loss becomes evident

Licensing and service contract income that have been mvoiced but have not been recogrused as revenue are
reported on the balance sheet under deferred income, while income earned but not yet invoiced 1s reported under
accrued income

The mtellectual property of the software sold by the company 1s owned by affihated entities of the Temenos
Group Correspondingly, revenues generated in respect of software hicence and maintenance are subject to
mtra-group charges This 1s included as a cost within administrative expenses 1n the profit and loss account

Cost of sales

The direct costs associated with sales contracts, such as sales commissions and third party licensing costs, are
expensed as a “cost of sales” on a matching basis Service costs are recogmised as incurred and pnimanly
represent payroll costs for implementation support consultants and fees paid to third party consuttants
Payments recerved in respect of out of pocket expenses are netted against the associated cost

Tangible fixed assets and depreciation

The cost of tangible fixed assets 1s their purchase cost, together with any incidental expenses of acquisition
Tangible fixed assets are stated at historic purchase cost tess accumulated depreciation

Depreciation 15 calculated so as to wnte off the cost of tangible fixed assets, less their esumated residual values,
on a straight line basis over the expected useful economic lives of the assets concerned The principal annual
rates used for thus purpose are

Leasehold improvements - Over the period of the lease up to a maximum penod of 10 years
Computer equipment - 25% on cost

Fiztures, fitings and equpment - 10-20% on cost

Software - 25% on cost

Provisions

Provisions are recogmsed when the Company has a present obligation as a result of a past event, 1t 1s probable
that a transfer of economic benefits will be required to settle the obligation, and a rehable estimate can be made
of the amount of the obligation

Foreign currency translation
Monetary assets and habihiies denormnated in foreign currencies are translated into Sterling at the rates of

exchange ruling at the balance sheet date Transactions in foreign currencies are translated into Sterling at the
rate ruling at the date of the transaction All differences on exchange are taken to the profit and loss account

Pensions

The Company operates a defined contribution pension scheme The assets of the scheme are held separately
from those of the Company 1n an independently administered fund The pension cost charge disclosed 1n note
18 represents contributions payable by the company to the fund

Contributions are also made to the personal plans of employees The expenditure 15 charged to the proftt and
loss account as incurred

Temenos UK Limited Company Number 01972767 12




Temenos UK Limited
Notes to the financial statements for the year ended 31 December 2012 (continued)
1 Accounting policies (continued)

Taxation

Current tax 15 the expected tax payable on the taxable income for the penod, using tax rates enacted or
substanuvely enacted at the balance sheet date and any adjustment to tax payable 1n respect of previous periods
Except as otherwise required by accounting standards, full provision without discounting 1s made for all
deferred taxanon uming differences which have arisen but not reversed at the balance sheet date Tinung
differences anse when items of income and expenditure are mcluded i tax computations in periods which are
different from their inclusion in the financial statements A deferred tax asset 1s recognised only to the extent
that 1115 probable that future taxable profits will be available against which the asset can be used

Deferred tax assets and habilities are measured at the tax rate that 15 expected to apply to the period when the
asset 1s realised or the hability s settled, based on the rates that have been enacted or substantively enacted at
the balance sheet date

On 22 June 2010, the UK Government announced a phased reduction in the main UK corperation tax rate from
28% to 24%, with the first 1% reduction taking effect from | April 2011 (having been substantively enacted on
20 July 2010) Subsequent UK Budget Statements have announced additional reductions 1n the main UK
corporation tax rate to 26% taking effect from 1 Apnl 2011, and 24% taking effect from | Apnl 2012

At the balance sheet date, the Finance Act 2012 had been substanuively enacted confirmung that the main UK
corporation tax rate will be 23% from 1 Apnl 2013

Further proposals to reduce the main UK corporation tax rate to 21% on 1 Apnil 2014 and 20% on 1 April 2015
had not been substantively enacted at the balance sheet date and are therefore not included 1n these finaneial
statements

These reductions may reduce the Company's future current tax charge accordingly It has not yet been possible
to quantify the full anticipated effect of the announced further rate reductions Although these should further
reduce the company's future current tax charge, it is estimated that this will not have a matenial effect on the
Company

Leased assets |

Where the Company enters 1nto a lease which entails taking substantially all the risks and rewards of ownership
of an asset, the lease 1s treated as a “finance lease” The asset 1s recorded in the balance sheet as a tangible fixed
asset and 1s depreciated over its esumated useful life or the term of the lease, whichever s shorter Future
instalments under such leases, net of finance charges, are included within creditors Rentals payable are
apportioned between the finance element, which s charged to the profit and loss account, and the capital
element which reduces the outstanding oblbigation for future 1nstaiments

All other leases are treated as operatng leases Their annual rentals are charged to the profit and loss account on
a straight-line basis over the term of the lease

Rental income from property leased out under an operating lease 1s recogmised in other operating income n the
income statement on a straight line basis over the term of the lease Rent reviews are recogmsed when such
reviews have been agreed with the tenants

Research and development

Research and development 1s charged to the profit and loss account 1n the penod in which 1t 15 incurred

Temenos UK Limited Company Number 01972767 13




Temenos UK Limited
Notes to the financial statements for the year ended 31 December 2012 (continued)
1 Accounting policies (continued)

Share based payments

Temenos Group AG operates equuty-settled, share-based compensation plans  The fair value of the employee
services recerved i exchange for the grant of the options 15 recognised as an expense The total amount to be
expensed over the vesuing pertod 1s deternuned by reference to the fair value of the options granted, excluding
the impact of any non-market vesting conditions Non-market vesting conditions are included 1n assumptions
about the number of options that are expected to vest At each balance sheet date, the Company revises its
estimates of the number of options that are expected to vest The impact of the revision of oniginal estimates 15
recognised 1n the income statement over the remaining vesting pertod The credit entry 15 taken to reserves
because the share option commtment 15 met by the ultimate parent company, Temenos Group AG

Investments

Investments are stated at cost less provision for duminution 1n value  The carrying amounts of the Company’s
mvestments are reviewed for impairment when events or changes in circumstances indicate that the carrying
amount of the 1nvestment may not be recoverable If such an indication exists, the investment’s recoverable

amount 1s estimated An impairment loss 15 recognised n the profit and loss account whenever the carrying
amount of an investment exceeds its recoverable amount

2 Turnover

The table shows turnover by destination

Licence/Maintenance Implementation revenue Total revenue
revenue
Year ended Year ended Year ended Yearended  Year ended Year ended
31 December 31 December 31 December 31 December 31 December 31 December
2012 2011 2012 2011 2012 2011
£°000 £000 £000 £000 £°000 £000
Geographical market

Europe {(including UK) 5,618 8,400 19,947 23,359 25,565 31,759
Africa 25 45 5 51 30 96
Asia/Pacific 228 (58) 76 557 304 499
The Amenicas 401 459 125 4n_ 526 412
6,272 8,846 20,153 23,920 26,425 32,766
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Temenos UK Limited

Notes to the financial statements for the year ended 31 December 2012 (continued)

3 Operating loss
Year ended Year ended
31 December 31 December
2012 2011
£000 £°000
Operating loss is stated after charging
Wages and salanes 22,334 21,157
Social secunty costs 2,765 2,619
Other pension costs 1,526 1,470
Employer National Insurance on share based payments 44 553
FRS20 Share Option charge 201 199
Staff costs 26,870 25,998
Depreciation of tangible fixed assets
- Owned assets 525 584
- Leased assets 52 11
Operating lease rentals - plant and machinery 97 102
- other 1,217 1,557
Research and development expenditure — current year 4,791 8.351
Exchange gains (228) (493)
Services provided by the company’s auditor
Fees payable for the audit 99 99
Fees payable for other services — tax comphance 21 21
4 Interest payable and similar charges
Year ended Year ended
31 December 31 December
2012 2011
£000 £000
Finance lease interest - g
Bank interest 2) 4
Interest payable to group and fellow subsidiary undertakings 1,124 1,017
1,122 1,029

5 Employee information

The average monthly number of employees, including directors employed by the Company duning the year was

Management and administration
Sales and marketing
Consultancy

Design and technical

2012
Number

47
58
38
148

291

2011
Number

51
64
76
139

330

Temenos UK Limited Company Number (1972767
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Temenos UK Limited
Notes to the financial statements for the year ended 31 December 2012 (continued)

6 Directors’ emoluments

Year ended  Year ended 31

31 December December

2012 2011

£000 £000

Aggregate emoluments 418 358
Coninbutions to defined contribution pension scheme 27 29

Retirement benefits are accruing to two (2011 two) directors under a defined contribution scheme
One director (2011 one) have exercised share options 1n the year

Highest paid director

Year ended  Year ended 31
31 December December
2012 2011
£'000 £'000
Total amounts of emeluments and amounts (excluding shares receivable
under long-term incentive schemes) 181 181
Contnibutions to defined contribution pension scheme 15 14
7 Taxation on loss on ordinary activities
Year ended Year ended
31 December 31 December
2012 2011
£7000 £000
Current tax:
UK corporauon tax 2 -
Withholding tax charge 2 9
Current Tax 4 9
Taxation on loss on ordhnary activihies 4 9

Temenos UK Limited Company Number 01972767
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Temenos UK Limited

Notes to the financial statements for the year ended 31 December 2012 (continued)

Factors affecting current tax credit for the year

The tax assessed for the year 1s higher (2011 higher) than the standard effective rate of corporation tax 1n the

United Kingdom of 24 5% (2011 26 5%) The differences are explamned below

Year ended Year ended
31 December 31 December
2012 2011
£000 £000
Loss on ordinary activities before taxation (2,603) (6,153)
Loss on ordinary actviues multplied by the standard rate of UK (639) (1,631)
corporation 1ax of 24 5% (2011 26 5%)
Effects of
Expenses not deductible for tax purposes 152 148
Accelerated caputal allowances and other tming differences 268 135
Depreciation 1n excess of capital allowances 143 158
Goodwill write-off - 1,034
Schedule 23 relef 25 27
Disposal of fixed assets 10 -
Withholding tax not recoverable 2 9
Losses not utilised _ L . S 125
Current tax credit for the year 4 9

Factors affecting current and future tax charges

Duning the year, as a result of the changes 1n the UK corporation tax rate to 24%,which was substantially

enacted on 26 March 2012 and was effecuve from | April 2012, and to 23%, which was substantially enacted

on 3 July 2012 and will be effective from | Apnl 2013

A further reduction to the UK corporation tax rate has been announced The change proposes to reduce the rate
to 22% from 1 Apnl 2014 The change had not been substantively enacted at the balance sheet date and,

therefore, 15 not recogmsed 1n these financial statements

The Company has accumulated trading losses of £35,552,000 (2011 £15,039,000) No deferred tax asset has

been recogmsed (2011 £ml) The potential unrecognised deferred tax asset of the Company 15 set out below

The directors believe that the recoverability of this amount 1n the foreseeable future 1s uncertam, and therefore

the potental deferred tax asset has not been recognised

2012 2011

Un-recognised  Un-recogmised

£7000 £000

Accelerated capital allowances 410 719
Trading losses 7,738 3,873
Accumulated capital loss 23 251
Other losses 211 472
8,587 3,315

Temenos UK Limuted Company Number 01972767
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Notes to the financial statements for the year ended 31 December 2012 (continued)

8 Tangible assets

Fixtures,
Leasehold Computer fittings and
improvements equipment  Software  equipment Total

£000 £000 £°000 £°000 £000
Cost
At 1 January 2012 1,821 1,786 916 1,170 5,693
Additions - 149 272 837 1,258
Disposals ~ (14 o e - (2n RG2)
At 31 December 2012 1,807 1,929 1,188 1,986 6,910
Accumulated depreciation
At 1 January 2012 1,660 1,403 443 1,035 4,541
Charge for the year _ - 7 189 251 85 577
At 31 December 2012 1,712 1,592 694 1,120 5,118
Net book value
At 31 December 2012 95 _ 337 494 866 1,792
At 3] December 2011 161 383 473 135 1,152
9 Investments

£000

Cost and Net Book Value
At 1 January 2012 _ B 34,675
Additions 9,170
At 31 December 2012 43,845

The directors believe that the net carrying value of the investments 1s supported by the value of the underlying

assels

The addition to Investments in 2012 s made up of a £9,170,000 due 1o the acquisition cost of Edge Ipk hmited

that made during the year

The undertakings 1n which the Company’s interest at the year end 1s 20% or more are as follows

Name

Subsidiary Undertakings
Financial Objects Linted

Financial Objecis (UK) Linuted
Financial Objects International Limited
FINO Software Services Limited
Global Financial Systems Linited

Financial Objects Software (India) Pvt Ltd (a)
Wealth Management Software Linited

Country of
Incorporation

England
England
England
England
England

India
England

Proportion of
voting rights
and ordmary
share capital
held

Ordinary 100%
Ordmary 100%
Ordmary 100%
Ordmnary 100%
Ordmnary 100%

Ordwnary 100%
Ordinary 100%

Nature of business

Software sales and
development

Software sales and
development

Software sales and
development

Software sales and support
Software sales and support
Software development
Intermediate holding
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Notes to the financial statements for the year ended 31 December 2012 (continued)

company
Wealth Management Systems Lirmited (b) England Ordinary 100%  Software technology and
services
Fairs Linuted (b) England Ordinary 100%  Software technology and
SErvices
Gemsys Technology Limited (b} England Ordinary 100%  Software technology and
Services
Financial Objects (Risk Management) England Ordinary 100%  Intermediate holding
Limited (c) company
Raft Overseas Limited (c) England Ordinary 100%  Software sales and support
R A FT Internatonal AB (d) Sweden Ordinary 100%  Software sales and support
Financial Objects Inc (d) USA Ordmary 100%  Software sales and support
Raft International Limited England Ordinary 100%  Intermediate holding
company
Lydian Associates Limited England Ordinary 100%  Software sales and
development
FE Mobile Limited England Ordinary 100%  Mobile software and
consultancy
Edge 1PK Linuted England Ordinary 100%  Software technology and
services
a owned by FINO Software Services Limuted
b owned by Wealth Management Software Linuted
c owned by Raft International Limuted
d owned by Raft Overseas Limited
10 Debtors
31 December 31 December
2012 2011
£°000 £000
Trade debtors 6,416 4939
Amounts owed by group undertakings 58,058 39,016
Taxation and soctal secunty - 570
Other debtors 21 31
Prepayments and accrued income . ) o ~ 5,515 6,186
70,010 50,742

Included in other debtors 1s £23,000 (2011 ml) which falis due after more than one year
Amounts owed by group undertakings are unsecured, interest free, have no fixed date of repayment and are
repayable on demand
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Notes to the financial statements for the year ended 31 December 2012 (continued)

11 Creditors: amounts falling due within one year
31 December 31 December
2012 2011
£000 £°000
Trade creditors 3,838 3,383
Amounts owed to group undertakings 71,835 66,502
Taxation and social security 773 -
Accruals and deferred income 6,253 7,669
Acquisition cost _ . _ . i LTy 2,158
84,472 79,712

Amounts due to group undertakings are unsecured, interest free, have no fixed date of repayment and are
repayable on demand

12 Creditors: amounts falling due after more than one year

31 December 31 December

2012 2011

£°000 £000

Acquisition cost - 1,039
Amounts owed to group substdiary undertakings 62,582 33,283
62,582 34,322

The amounts owed to group subsidiary undertakings represents a loan of £62,582,000 which 1s unsecured
and repayable in less than five years The loan before interest at overnight Libor rate plus a margin of 2%

13 Provisions for liabilities
Termunation  Onerous Lease  Dilapidation Total
Benefits Provision
£000 £000 £2000 £000
At 1 January 2012 108 445 75 628
Charged to the profit and loss account N (1) EO . RN < R € )
At 31 December 2012 - 201 108 309

No provision has been released or applied for any purpose other than that for which 1t was established
The amount provided for onerous lease was the estimated shortfall 1n rent for a sub-let property for the peniod to
27 Apnl 2017

The dilapidation provision anises from leaseholder decommussioning obligations at the end of the lease term It

15 based on estimated expenditure at the end of the lease term, which 1s reassessed on an annual basis The
provision wilt be utilised when the decommussioning expenditure is incurred at the end of the lease term
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Notes to the financial statements for the year ended 31 December 2012 (continued)

14 Called up share capital

31 December 31 December

2012 2011
£'000 £'000
Authorised
12,500,000 ordinary shares of 20p each (2011 12,500,000) 2,500 2,500
Allotted and fully paid
12,500,000 ordinary shares of 20p each (2011 10,994,218) 2,199 2,199
15 Reserves
Other Profit and
Reserves Loss Account
£000 £000
At 1 January 2012 1,237 (29.107)
Loss for the financial year - {2,607
At 31 December 2012 1,237 (31,714)
16 Reconciliation of movement in total shareholders’ deficit
2012 2011
£°000 £000
Loss for the financial year {2,607) (6,162)
FRS20 Share Options Charge 200 199
Net additions to shareholders deficit (2,407} (3,963)
Opening shareholders’ deficit (25,671} (19,708)
Closing shareholders’ deficit (28,078) (25,671)
17 Operating leases commitments

As at 31 December 2012, the Company had annual commitments under non-cancetlable operating leases as set

out below
2012 2011
Land and Land and
Buildings Other buildings Other
£7000 £7000 £000 £'000
Operatmg leases which expire
Within one year - - - 3
Within two to five years 1,824 - 1,571 -
After fiveyeas - - &
1,824 1,824 3
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Notes to the financial statements for the year ended 31 December 2012 (continued)

18 Pension costs

The Company operates a defined contribution pension scheme  The assets of the scheme are held separately
from those of the company 1n an independently adnumstered fund There were outstanding contributions at the
yearend of £118,942 (2011 £188,020)

Details of contnbutions made to the fund in the year are given in Note 3

19 Share based payments

Share options and share appreciation rights

The ulumate parent company Temenos Group AG provides employees, on a discretionary basis, share options
and appreciation rights that need to be accounted for under FRS 20 — Share based payment

Share options and share appreciation nights are granted to directors and selected employees Options are
condittonal on the employee completing a specified period of service (the vesung penod} and share appreciation
nghts are only exercisable 1f the group achieves its targets of profitability

The opuons and stock appreciation nghts have a contractual term of ten years The group has no legal or
constructive obligation to repurchase or settle the options of share appreciation nghts n cash

A summary of the movements 1n the number of share options outstanding and their related weighted average
exercise prices are as follows

2012 2011

Number  Weighted average Number Weighted average

exercise price £ exercise price £

Outstanding at 1 January 339,511 12 1496 519,732 13 7433
Granted 237,480 10 5500 128,329 12 8083
Forfeited (84,021) 13.8380 (271,800) 159293
Exercised (33,056) 7 7080 (36,750 106773
Outstanding at 31 December 459,914 11 2950 339,511 12 1496
Exercisable at 31 December 91,364 97046 131,768 9.5941

Share opuons and share appreciation rights outstanding at the end of the year have exercise prices and weighted
average remaining contractual lives as follows

31 December 2011 Number Weighted
Exercise prices average
remaining life

0 86-1 20 22500 105
4 38 7,500 201
5353 12 495 716
571 12 500 201
7178 28,869 778
10 80-10 88 106.947 992
1243 12,500 530
15 05-15 31 95.090 794
15 60 30.000 080
16 56 11,110 816
339511 700
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Notes to the financial statements for the year ended 31 December 2012 (continued)

31 December 2012 Number Weighted
Exercise prices average
remaining hfe

0388-122 6 400 072
420 7.500 1 00
548 10,168 616
581 12 500 1 00
77 15,183 359
1008-1176 327,060 948
14 91-15 17 50.993 600
15 46 19 000 016
16 40 11.110 716
459914 786

The weighted average fair value of options and share appreciation nghts granted in the year determined using an
“Enhanced American Pricing Model” was £3 26 (2011 £349) The significant nputs into the model were
weighted average share price at grant date of £10 43 (2011 £12 39), weighted average exercise price of £10 55
(201t £12 81), standard deviation of expected share price returns 42 79% (2011 4090%), weighted average
option lives of 5 91 years (2011 5 89 years) and weighted average annual risk-free terest rate of 1 09% (2011
1 69%) The volatility measured at the standard deviation of expected share price returns 1s based on statistical
analysis of daily share prices over the relevant historical penod  Where there 15 no relevant fustorical period the
standard deviation of expected share price returns 1s based on calculations denved from a relevant peer group

Performance, Loyalty and Restricted shares

2012 2011
Outstanding at 1 January 73,303 14,637
Granted - 61,468
Forfeited (3 442) (2.802)
Exercised (1,706) -
Outstanding at 31 December 68,155 73,303
Loyalty shares

There were no grants of loyalty shares 1n 2012 (2011 3,762) Loyalty shares are conditional on the employee
completing a specified penod of service The vesting penod 15 three years and there 1S no maximum contractual
term The group has no legal or constructive obligation to repurchase or settle the loyalty shares in cash The
weighted average fair value of loyalty shares granted duning the period determined by the share price on the date
of grant was £ml (2011 £8 64) None of the loyalty shares were exercisable at the balance sheet date (2011
ml)
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Notes to the financial statements for the year ended 31 December 2012 (continued)

Performance shares

There were no grants of performance shares m 2012 (2011 56,000) Performance shares was made to certain
employees Performance shares are conditional on the employee completing a specified penod of service and
are only exercisable 1f the group achieves specified cumulative earmings per share targets In case of
overachievement of earmings per share targets, certan performance share grants may be increased by a
maximum of 40% of the onginal grant The vesting period 1s a mummum of three years and there 15 no
maximum contractual term  The group has no legal or constructive obhgation to repurchase or settle the
performance shares in cash The weighted average fair value of performance shares granted during the penod
determined by the share price on the date of grant was £ml (2011 £9 98) None of the performance shares were
exercisable at the balance sheet date

Other shares

There were no other share grants made 1n 2012 (2011 1,706) These other restricted shares are conditional on
the employee completing a specified period of service The vesting period 15 one and a quarter years and there
1s no maximum contractual term The group has no legal or constructive obligation to repurchase or settle the
restricted shares in cash The weighted average fair value of restricted shares granted during the penod
determuined by the share price on the date of grant was £ml (2011 £2034) There were no other restncted
shares that were exercisable at the balance sheet date (2011 nil)

The FRS20 Share Based Payments charge for 2012 was £201,009 (2011 £198.942)
20 Ultimate parent company and controlling party

The immediate and ultimate parent undertaking and controlling party 1s Temenos Gioup AG, a company
incorporated 1n Switzerland

Temenos Group AG 1s the parent undertaking of the smallest and largest group to consohdate these financial

statements at 31 December 2012 The consolhidated financial statements of Temenos Group AG are available
from Temenos Group AG, c¢/o 2 Rue de I’Ecole-de-Churmie, 1205 Geneva, Switzerland
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