
FOR IMMEDIATE RELEASE 
 

TEMENOS CONTINUES STRONG PERFORMANCE IN SECOND 
QUARTER WITH T24 ILF SIGNINGS AHEAD OF TARGET 

�

Geneva, Switzerland, Wednesday 3rd August 2005, TEMENOS Group AG (SWX: TEMN), a 
provider of integrated core banking software, today announced its second quarter and half year 
2005 financial results. 
 

• Strong start to year has continued - excellent sales performance across the Group: 

o T24 ILF signings ahead of target at US$29 million, up 22% on 2004 
o Major TCB deal with Global Tier 1 Bank in final contract stage 

 
• Business model on target: 

o Like for like T24 licensing up 16% 
o Maintenance up 24% 
o Services up 8% 
o Costs 2.5% below year ago (like for like: 3.5% when adjusted for currency 

impact) 
 

• Strengthening markets demonstrated by level of pipeline and subsequent to quarter end 
conversions 

 

Andreas Andreades, Chief Executive of TEMENOS, stated: 

 

“The strong start to the year has continued, with an excellent sales performance across the 

Group.  The level of T24 ILF signings is significantly ahead of last year and we are now in the 

final contract stage of signing a major deal with a Global Tier 1 Bank. 

 

“Our business model is on target for the year with the T24 Licensing, Maintenance and Services 

aspects of our operations all making significant gains, while costs have continued to be effectively 

managed.  The strengthening of the international market for banking software is now being clearly 

demonstrated by our growing pipeline and conversion of new business opportunities.  We have 

already exceeded our T24 running rate target for the full year.  During the quarter this has 

included deals such as the signing of a major Tier 1 Japanese domestic lending bank.  Our target 

markets of retail and universal banking reached 83% of the signings mix during the quarter, with 

private banking and wholesale banking making up the balance, while new business represented 

96% of total signings. 

 

“Looking ahead, we expect to see robust growth in core spending for Retail and Universal banks 

on a global basis, with core system replacements now representing a top priority for CIOs of 

major financial institutions.  This includes Tier 1 Western European banks, which are beginning to 

seriously evaluate their core system replacement requirements.  TEMENOS is in place to take 

advantage of these increasing opportunities.   



 

“The current consolidation phase, with major software companies investing in our sector, will 

provide significant opportunities for leading international players such as TEMENOS.  We 

welcome the consolidation and look forward to playing a proactive part in the further development 

of our sector going forward. 

 
“T24 is the established market leader, with an excellent pipeline in place, while the TCB market 

place is shared by a very small number of competitors.  Despite TCB volatility, our TCB pipeline 

and T24’s performance allow us to be on track to deliver on our guidance of ILF signings of US$ 

70-75 million and again reconfirm realistic EPS growth of 20%-25% for 2005 and acceleration in 

2006.” 

 
 
Operational Review 
 
Like for like revenues in H1 2005 (revenues adjusted for the legacy of percentage completion 

deals and foreign exchange) were US$ 72.1 million compared to US$ 74.6 million in the same 

period, down 3.4%. Reported total revenues for H1 2005 were at US$ 72.1 million compared to 

US$ 78.0 million in the same period last year, down 7.6%. The drivers for the change in revenues 

are explained below:  

 

T24 license revenues, adjusted for license revenues relating to contracts signed in prior periods 

and deferred into 2004 under ’percentage completion‘ accounting, increased by 16% to US$ 19.6 

million in the first half 2005. Including the comparison of a large Corebanking deal signed in 2004, 

as well as license revenues relating to contracts signed in prior periods under ‘percentage 

completion’, reported licensing revenues for H1 2005 decreased by 36.8% compared to US$ 33.7 

million in the same period last year. We are now largely unbundling licensing revenues from 

services, which has resulted in licensing revenues more closely correlating to Initial Licence Fees 

(“ILF”) signings.  

 

Maintenance revenues increased to US$ 11.4 million in Q2 2005, up 20.8% on the comparable 

period last year. Maintenance revenue growth is assisted by the fact that we now have a standard 

maintenance rate of 21% applied to ILF signings. New licences contributing to maintenance 

revenues in the quarter amounted to US$ 59 million, which is our 12 months run rate. In the 

absence of a material attrition rate our maintenance revenues grow as our cumulative client base 

grows. 

 

Service revenues increased by 11.7% in Q2 2005 compared to the same period last year. 

Services capacity created in 2004 through our strategic partnership program now enables our 

services organisation to grow slower than our licensing business. We continue to maintain our full 

year services at a total revenue range of between 30-35% of total revenue.    

 



The value of ILF for new T24 contracts signed during the first half of 2005 amounted to US$ 29 

million, an increase of 22.3% compared to the same period last year. The 12 month T24 ILF 

signings run rate has now reached US$ 56 million compared to US$ 47 million for the same 

period last year, an increase of 19%. During the first half we have made excellent progress on 

TCB deals and a major TCB deal with a Global Tier 1 Bank is in final contract stage. We therefore 

reconfirm our target of two to four TCB deals for the year 2005. We have seen our strong pipeline 

develop in the EMEA and APAC regions, and we expect at least 50% of our TCB deals to come 

from the EMEA region. More than 80% of signings in the first half were with retail and universal 

banks compared to 78% for the same period last year, which is in line with TEMENOS' retail 

strategy.   

 

 

Total expenses in the first half 2005 fell 2.5% to US$ 69.5 million, compared to US$ 71.3 million 

for H1 2004. At constant currency rates, total expenses in H1 2005 fell by 3.5% compared to the 

same period last year. At constant currency rates, cash costs for H1 2005 were flat compared to 

the same period last year. Capitalised development costs were US$ 3.8 million for H1 2005, 

compared to US$ 1.9 million for the same period last year. Due to our significant investment in 

both T24 and TCB, a portion of our development effort is capitalised where the compulsory 

criteria are met. Expenses include US$ 1.6 million related to stock option costs under IFRS2. 

Comparative figures have been restated accordingly. Within the individual cost lines, transfer of 

personnel (notably from development into services) took place at the start of 2005 to provide 

additional capacity, and this has resulted in changes in the allocation of our costs between cost 

centres, but no increase in total costs or total headcount.  

 

On a like for like basis, earnings before interest and taxes (EBIT) for the first half were US$ 2.6 

million compared to US$ 2.6 million for the same period last year.  

Earnings before interest, taxes, depreciation and amortization (EBITDA) for Q2 2005 were US$ 

5.3 million compared to US$ 6.3 million for the same period last year.  Net profit for the quarter 

was US$ 1.6 million, compared to US$ 2.3 million for the same period last year.  

Operating cash inflows were US$ 2.4 million in Q2 2005. This compares to cash inflows of US$ 

0.3 million in Q1 2004, bringing total net cash at the end of June 2005 to US$ 17.3 million 

compared to US$ 19.3 million as of March 31st 2005. Operating cash flows continue to be 

seasonal. 

 

Working capital has remained constant during the second quarter of 2005 as a result of absorbing 

seasonal decreases in deferred maintenance revenues. Our business model is characterised by 

long working capital cycles for individual clients, but very limited bad debt exposure.   

 



Accounts receivable as at June 30, 2005 were US$ 56.7 million, an increase of 55% compared to 

the same date last year. This increase reflects the growth of our business over the intervening 

period, as well as our ability to invoice the vast majority of licensing from the day of signing, as 

payment terms are now linked to calendar dates.  

 

Over the past two years we have been increasingly successful in removing licence inflows based 

on achievement of operational milestones in favour of calendar date triggers. This significantly 

improves our cashflow visibility and has resulted in a dramatic reduction of accrued revenues, 

which are down from US$ 36.7 million at the 30 of June 2004 to US$ 23.0 million at the end of 

June 2005, a decrease of 37%.   

 

Deferred revenues as at June 30th, 2005 were US$ 26.5 million compared to US$ 29.0 million as 

at 31st March 2005 and US$ 34.6 million as at December 31 2004, reflecting the seasonality in 

our maintenance revenue stream, which results in maximum deferred revenues on December 31.   

 

 

Business Outlook 

 

We continue to see robust growth in core spending for retail and universal banks on a global 

basis.  Core system replacement represents today either the top or the number 2 priority for CIOs 

of large institutions driven by inadequacy of current systems to provide a platform for growth.  The 

ability to retain customers, introduce new innovative products and cross sell effectively is core to 

the banking sector’s strategy today.  We have started to see and are engaged with Tier 1 

Western European Banks to evaluate core system replacements. Temenos has the technology, 

systems and relationships in place to service this significant market opportunity.  In particular, our 

T24 product is the established market leader and has an excellent pipeline in place that is ahead 

of our full year targets for the year.  Our TCB business is also making excellent progress, with a 

strong pipeline developing in both the EMEA and APAC regions.  We will always be focused on 

maximising profitability and delivering value to shareholders and again reconfirm realistic 

Earnings Per Share (“EPS”) growth at between 20%-25% compared to 2004.  This improved 

performance will be driven by excellent cost control, growth in maintenance and service 

revenues, a strong pipeline and a like for like growth in licensing in the range of 10%-15%. Our 

assumptions are based on ILF signings of between US$ 70-75 million, and a tax rate of 16%. 
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About TEMENOS 
Founded in 1993, TEMENOS Group AG is a provider of integrated modular core banking systems to over 
400 financial institutions worldwide. TEMENOS software provides banks with a single, real-time view of the 
client across the enterprise, enabling banks to maximize returns while streamlining costs. Whether providing 
24/7 functionality to the wholesale, retail and private banking sectors, partnering with central banks on core 
system replacement, or working with the World Bank on solutions for the emerging markets, TEMENOS 
knows banking. The company has a transparent approach to its operations and brings to bear its 
experience, expertise, commitment and professionalism on every project.  
Headquartered in Geneva, Switzerland, the company has 34 offices in 29 countries and is listed on the main 
segment of the SWX Swiss Exchange (TEMN). www.temenos.com 
 

 
Any statements in this press release about future expectations, plans and prospects for the 
company and statements containing the words “believes”, anticipates”, “plans”, “expects”, “will” 
and similar expressions, constitute forward-looking statements. Actual results may differ 
materially from those indicated by these forward-looking statements as a result of various factors. 
In particular, the forward-looking financial information provided by the company in this press 
release represents the company’s estimates as today’s date. We anticipate that subsequent 
events and developments will cause the company’s estimates to change. However, while the 
company may elect to update this forward-looking financial information at some point in the 
future, the company specifically disclaims any obligation to do so. These forward-looking 
statements should not be relied upon as representing the company’s estimates of its future 
financial performance as of any date subsequent to today’s date. 








