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Registered No 016687086

Director’s report

The directors present their report and financial statements for the year ended 31 December 2010

Results and dividends
The loss after tax for the year amounted to £9,966,172 (2009 loss of £23,565,966) The directors do not
recommend the payment of any dividends

Principal activities and review of the business
The principal activities of the company are 1n the fields of computer services and telecommunication
services

The company’s key financtal and other performance mdicators during the year were as follows

2010 2009 Change

£ £ %

Turmover 368,914,677 330,567,696 11 6%
Operating loss (1,386,738) {16,856,604) 91 8%
Loss after tax (9,966,172) {23,565,966) (57 %
Capntal investment 31,066,971 30,764,544 1 0%
Average Headcount 942 875 7 7%

Tumnover has increased during 2010 mainly as a result of the commencement of delivery on contracts with
BP and TUI Travel Plc, continued development of the Shell contract, and addinonal work done on behalf
of the parent company 1n providing local access connections The operating loss has decreased
significantly 1n 2010, as a result of the continuing programme of cost savings and certain restructuring
activities, prmeipally within the delivery areas These developments, taken together, have increased m the
gross profit percentage to 4 76% (2009 0 74%)

The loss after tax has decreased broadly in line with the decreasc in the operating loss reduction

Capital investment remamns at a stmular level to 2009 m order 1o support the continued growth of the
business

Average headcount mcreased 11 2010 for a second year runming, due to the additional work carried out
(which 1s reflected in the increased turnover above), and a reduction 1n contractors

Principal risks and uncertainties

®  Risk management - The company’s operations expose 1t to a variety of risks mcluding dehivery nisk,
credit risk and hquidity risk  Specific business risks are properly monitored and reporied as they arise
Where a nsk exposure 15 identified, suitable counteractions are implemented to mutigate the risk The
nisk management system 15 a vital part of the overall company governance system

e Delvery risk — The Company operates a series of long term contracts which expose 1t to changes in
technology and shifts in customer business circumstances over the lifetime of the contracts
Technology risks are managed through working closely with the T-Systems group as a whole to make
the UK operations an integral part of the global delivery function of the group, thereby being able to
provide services to UK customers from the most appropriate point of production  Changes n
Customer business circumstances are managed through working closely with customers to understand
their requirements and amend contracts to suil their needs as they develop

e Credit 115k - The company’s pohcies are aimed at mmmimising credit risk from customers, and require
that deferred terms are only granted to customers who demonstrate an appropnate payment history and
satisfy credit worthiness procedures Details of the company’s debtors are shown in Note 11 to the
financial statements
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Principal risks and uncertainties (continued)

e Liquidity risk - The company has the capability of mamntaining debt finance to ensure that the company
has sufficient funds for operations The Deutsche Telekom Group will support future operations
approved by the Board with addtional financing on strictly commercial terms as appropriate

e Cash flow risk — The company manages the risk of exposure to variability in cash flows, such as
foreign exchange fluctuation, by use of derivatives as explained below

e Use of dertvatives — The company uses forward foreign currency contracts to reduce exposure to the
vanability of foreign exchange rates by fixing the rate of any payments m a foreign currency

Disabled employees
The company gives full consideration to applicanions for employment from disabled persons where the
requirements of the job can be adequately fulfilled by a handicapped or disabled person

Where existing employees become disabled, 1t 15 the company’s policy wherever practicable to provide
continuing employment under normal terms and conditions and to provide traming and career development
and promotion to disabled employees wherever appropriate

Employee involvement
During the year, the policy of providing employees with information about the company has been
continued through staff forums, development programs and other company events

Polifical and charitable contributions
During the year the company made charitable donations 1otalling £696 (2008 £50) to worldwide charities

The company made no pelitical contributions in the year (2009 Nil)

Creditor payment policy and practice

It 1s the company’s policy that payments to suppliers are made 1n accordance with those terms and
conditions agreed between the company and 1ts suppliets, provided that all trading terms and conditions
have been comphed with

At 31 December 2010, the company had an average of 44 days (2009 46 days) purchases outstanding 1n
trade creditors

Future Developments

On 16 December 2010 the Company agreed to restructure an existing IT infrastructure contract with a
major customer to reflect their changing commercial priorities and ensure best value for both compames
The new arrangements will involve the transfer of around 130 employees from the Company to aliernative
suppliers when they take on responsibility for dehivering the relevant services The revenues arising from
this contract will reduce significantly during 2011

New contracts with sigmficant delivery requirements within the UK are currently bemng negotiated at both
Company and Group level

The net of these new customer requirements set against the reduction of the existing major contract 18
likely to result in continued turnover growth during 2011
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Going concern

The company’s business activities, together with the factors hkely to affect its future development, its
financial position, financia! risk management objectives, details of 1ts financial instruments and derivative
activities, and 1ts exposure to price, credil, hquidity and cash flow risk are described 1n the Business
Rewview on pages 3 and 4

The company has considerable financial resources available to it being part of the larger T-Systems Group
(ulimately Deutsche Telekom Aktiengesellschaft), together wath long-term contracts with a number of
customers and suppliers across different geographic areas and mmdustries As a consequence, the directors
believe that the company 1s well placed to manage 11s business risks successfully despite the current
uncerlam economic cutlook

The ultimate parent undertaking has given the necessary assurances such that sufficient resources will be
made available for the foreseeable future so that the company can meet its liabihties as and when they fall
due After making enquinies, the directors have a reasonable expectation that the company has adequate
resources to continue 1n operational existence for the foreseeable future Accordingly, they continue to
adopt the going concern basis in preparing the annual report and accounts

Directors of the Company
The directors during the year and thereafier were as follows

Sam Kingston

John Palmer

Christian Falter

Peter Row Appointed 23 February 2010

Martin Driver  Appointed 23 February 2010, Resigned 31 January 2011

Directors’ statement as to disclosure of information to auditors

The directors who were members of the board at the ume of approving the directors’ report are listed on
page 2 Having made enquinies of fellow durectors and of the company’s auditor, each of these directors
confirms that

° 10 the best of each director’s knowledge and belef, there 1s no information relevant to the preparation
of therr report of which the company’s auditors arc unaware, and

»  cach director has taken all the steps a director nught reasonably be expected to have taken to be aware
of relevant audit information and to establish that the company’s auditors are aware of that
nformation

Auditors
The auditors for the year ended 31 December 2010 were Ernst & Young LLP

Ernst & Young LLP have announced their intention not to seek re-appointment as the company’s auditors
at the next Annual General Meeung, following a change in auditor at the parent company level

A resolution will be put to the shareholders at the company’s Annual General Meeting to approve the
appomtment of PricewaterhouseCoopers LLP as the company’s auditors

By order of the board
Y,
/
JILD

Company-Secretary

2y AP 2011
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Statement of director’s responsibilities in respect of
the financial statements

The directors are responsible for preparing the Directors’ Report and the financial statements 1n
accordance with apphcable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law

the directors have elected to prepare the financial statements 1in accordance with Umited Kingdom

Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law)

Under company law the directors must not approve the financial statements unless they are satisfied 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 required to !
|
|

e  select suitable accounting policies and then apply them consistently,
¢ make judgments and estunates that are reasonable and prudent,

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

» prepare lhe financial statements on the going concern basis unless 1t 15 1napproprate to
presume that the company will continue 1n business

The directors are responsible for keeping proper accounting records that are sufficient 1o show and explam
the company’s transactions and disclose with reasonable accuracy at any time the financial position of the
company and to cnable them to ensure that the financial statements comply with the Companies 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 irregulanties




Independent auditors’ report
to the members of T-Systems Limited

We have audited the financial statements of T-Systems Limited for the year ended 31 December 2010
which comprise the Profit and Loss Account, Statement of Total Recognised Gains and Losses, Balance
Sheet and the related notes 1 to 22 The financial reporting framework that has been apphed n their
preparation 1s applicable law and Umted Kingdom Accounting Standards (United Kangdom Generally
Accepted Accounting Practice)

This report 1s made solely 1o the company's members, as a body, 1n accordance with Chapter 3 of Part 16
of the Companies Act 2006 Our andit work has been undertaken so that we mught state to the company's
members those matters we are required to state to them 1n an auditors’ report and for no other purpose To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company's members as a body, for our audit work, for this report, or for the opimons we
have formed

Respective responsibilities of directors and auditors

As explained more fully 1n the Directlors® Responstibilities Statement set out on page 6, the directors are
respoensible for the preparation of the financial statements and for being satisfied that they give a true and
fair view Our responsibality 1s to audit the financial statements in accordance with applicable law and
International Standaids on Auditing (UK. and Ireland) Those standards require us lo comply with the
Auditing Practices Board's (APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements

An audht involves obtammg evidence about the amounts and disclosures 1n the financial statements
sufficient to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or error This includes an assessment of whether the accounting policies are
appropriaie to the company’s circumstances and have been consistently applied and adequately disclosed,
the reasonableness of significant accounting estimates made by the directors, and the overall presentation
of the financal statements

Opinion on financial statements
In our opinion the financial statements
e give a true and farr view of the state of the company’s affairs as at 31 December 2010 and of its
loss for the year then ended,
s have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and
e have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinton on other matters prescribed by the Compames Act 2006
In our opirion the information given 1 the Directors’ Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements




Independent auditors’ report

to the members of T-Systems Limited

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Compantes Act 2006 requires us to
report to you 1if, 1n our opiuon

¢ adequate accounting records have not been kept, or returns adequate for our audit have not been

received from branches not visited by us, or

e the financial statements are not in agreement with the accounting records and returns, or

s 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

fved + Yoo, LD

Juliet Thomas, Semor Statutory Auditor
For and on behalf of Ernst & Young LLP
Statutory Auditor

Luton

2% &x'\lzon
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T-Systems Limited

Profit and loss account
for the year ended 31 December 2010

2010 2009
Notes £ £
Turnover 2 368,914,677 330,567,696
Cost of sales (351,345,798) (328,112,939)
Gross profit 17,568,879 2,454,757
Administrative expenses (18,955,617) (19,311,361)
Operating loss 3 (1,386,738) (16,856,604)
Loss on disposal of fixed assets (3,381,245) (1,296,573)
Loss on ordinary activities before interest, taxation and
mnvestment income (4,767,983) (18,153,177)
Interest recervable 6 175,271 39,814
Interest payable and sumular charges 7 (5,260,257) (7.,630,358)
Dividends recerved - 2,445,470
Loss on ordinary activifres before taxation (9,852,969) (23,298,251)
Tax on loss on ordinary activities 8 (113,203) (267,715)
Loss for the financial year 20 (9,966,172) (23,565,966)

The results of the company reported above relate entirely 10 continuing operations

Statement of total recognised gains and losses
for the year ended 31 December 2010

2010 2009

Notes £ £
Loss for the financial year (9,966,172) (23,565,966}
Actuarial loss on pension scheme 15 (138,742) (237,442)
Movement on deferred tax relating to pension scheme 8 37,460 66,484
Total recogmised losses relating to the year (10,067,454) (23,736,924)




Balance sheet
at 31 December 2010

Fixed assels
Intangible assets
Tangible assets

Current assets
Debiors
Amounts falling due within one year

Cash at bank and 1n hand

Creditors amounts falling due within one year
Net current assets

Total assets less current habilities

Creditors amounts falling due after more than one year

Provisions for habilities and charges

Net assets/(lrabiltties) excluding pension surplus

Defined benefit pension surplus

Net assels

Capital and reserves
Called up share capital
Share premium

Other reserves

Profit and loss account

Equity shareholders’ funds

John Palmer
Dharector

2 AP 2011

Company Registered No 01668706

2010 2009

Notes £ £

9 9,672,303 10,521,022
10 85924498 88,228,767

95,596,801 98,749,789

11 143,026,527 86,523,610
53,228448 24,098,236

196,254,975 110,621,846
12 {168,684,428) (102,630,009)

27,570,547 7,991,837
123,167,348 106,741,626

13 (102,991,647) (104,000,000)

16 (2.575,552)  (2,879,253)
17,600,140  (137,627)

15 405,629 210,859
18,005,778 73,232
19 550,001 550,001

20 14,999,999 14,999,999
20 148,954,502 120,954,502
20 (146,498,724) (136,431,270)

20 18,005,778 73,232

10



Notes to the financial statements
at 31 December 2010

Accounting policies

Basis of preparation
The financial stalements are prepared under the historical cost convention and 1n accordance with
applicable accounting standards

Fundamental Accounting Concept

The accounts have been prepared on the going concern basis because the ultimate parent undertaking has
given the necessary assurances such that sufficient resources will be made available for the foreseeable
future so that the company can meet 1ts hiabilities as and when they fall due

Cash flow statement

The directors have taken advantage of the exemption 1n Financial Reporting Standard No 1 (revised) from
mncluding a cash flow statement 1n the financial stalements on the grounds that the company 1s wholly
owned and 1ts parent publhishes conscolidated financial statements

Goodwill

Positive goodw:ll arising on acquisitions is capitalised as an asset on the balance sheet and amortised on a

stratght linc basis over 1ts useful economic life up to a presumed maxunum of 20 years 1t 1s reviewed for

impairment at the end of the first full financial year following the acquisition and 1n other periods 1f events
or changes 1 circumstances indicate that the carrying value may not be recoverable

if a subsidiary, associate or business 1s subsequently sold or closed, any goodwill arising on acquisition
that was wiitten off directly to reserves or that has not been amortised through the profit and loss account 1s
taken into account 1n determunng the profit or loss on sale or closure

intangible assets
Intangible assets relate to sofiware hicences They are capitalised at cost and stated at cost less
amortisation

Amortisation 15 provided m order 10 wnite off the cost on a straight line basis over the estimated useful
economic life, subject to a maximum of 20 years

The carrymg values of intangible fixed assets are reviewed for impairment when events or changes in
circumstances uxdicate the carrying value may not be recoverable

11
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Notes to the financial statements
at 31 December 2010

1. Accounting policies (continued)

Fixed assets

All fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses Such
cost mncludes costs directly atinibutable to making the asset capable of operating as intended Borrowing
costs attributable to assets under construction are recognised as an expense when incurred

Depreciation 18 provided on all tangible fixed assets at rates calculated to write off the cost, less estimated
residual value based on prices prevailmg at the date of acquisition, of each asset evenly over 1ts expected
useful life, as follows

Plant and machinery - 2 to 12 years
Telecom equipment - 2 to 12 years
Office equipment - 2 t0 23 years
Software - Over the hfe of the contract and up to seven years

The carrying values of tangible fixed assets are reviewed for impairment when events or changes 1n
circumstances indicate the carrying value may not be recoverable

Deferred taxation

Deferred tax 1s recogmised 1n respect of all uming differences that have originated but not reversed at the
balance sheet date where transactions or events have occurred at that date that will result 1n an obligation to
pay niore, or a right to pay less, tax with the following exceptions

. provision 1s made for tax on gains arising from the revaluation {and sim:lar fair value adpustments) of
fixed assets, and gains on disposal of fixed assets that have been rolled over into replacement assets,
only to the extent that, at the balance sheet date, there 15 a binding agreement to dispose of the assets
concerned However, no provision 18 made where, on the basis of all available evidence at the balance
sheet date, it 1s more likely than not that the taxable gain will be rolled over into replacement assets
and charged to tax only where the replacement assets are sold,

» deferred tax assets are recognised only to the extent that the director considers that 1t 18 more likely
than not that there will be suitable taxable profits from: which the future reversal of the underlying
timing differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply 1n the periods
i which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date

12
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Notes to the financial statements
at 31 December 2010

Accounting policies (continued)

Revenue recognition

Revenue 1s recognised to the extent that the company obtains the night to consideration 1 exchange for 1ts
performance Revenue 1s measured at the fair value of the consideration received, excluding discounts,
rebates, VAT and other sales laxes or duty The following criteria must also be met before revenue 1s
recogmised

Sale of goods
Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the
goods have passed to the buyer, usually on despatch of the goods

Rendering of services

Revenue from computing and telecommunication services 18 recogrnised m line with the stage of
completion of an mndividual customer contract  Usually revenue 1s recognised on a straight hine basis
where this 1s representative of the stage of completion  Amounts relating to more than one period are
deferred and recogmsed over the relevant delivery penod  Unrecogmsed contract revenue 1s included as
deferred mcome 1 the balance sheet

Where a contract contains several elements, the individual elements are accounted for separately where
appropriate .

Interest income
Revenue 1s recogmised as interest accrues

Dnadend imcome
Revenue 15 recogmsed when the company’s nght to receive payment 1s established

Foreign currencies
Transactions 1n foreign currencies are recorded at the exchange rate ruling at the date of the transaction or
at the contracted rate 1f the transaction 1s covered by a forward foreign currency contract

Monetary assets and habihties denominated in foreign currencies are retranslated at the rate of exchange
ruling at the balance sheet date or 1if appropriate at the forward contract rate

All differences are taken to the profit and loss account

Operating lease agreements
Rentals payable under operating leases are charged 1n the profit and loss account on a straight line basis
over the lease term

Pensron costs

The company 1s a member of a group penston plan with an 1nsurance company and makes contributions
mto employee accounts on a money purchase basis The assets i the scheme are held separately from
those of the company 1n an independently administered fund The amount charged 1n the profit and loss
account represents the contributions payable to the scheme 1n respect of the accounting period

13
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Notes to the financial statements
at 31 December 2010

Accounting policies (continued)

Defined benefit scheme
All retirement benefits are accounted for 1n accordance with FRS 17 ‘Retirement Benefits’

The company operates a defined benefit scheme comprising two separate sections The scheme 15 closed
to new members

Independent actuaries prepare valuations of the defined benefit scheme at least every three years and mn
accordance with their recommendations the company makes contributions over the expected working life
of the employees

These triennial valuations are updated each year to meet the accounting requirements of FRS 17 The
valuations are prepared using the projected umt credit method The regular service cost of providing
retirement benefits to employees during the year 1s charged to operating profit in the year The full cost of
providing amendments to benefits 1n respect of past service 1s also charged to operating profit 1n the year
A credit representing the expected return on the assets of the scheme during the year 1s included within
olher finance income This 1s based on the market value of the assets of the scheme at the start of the
financial year

A charge representing the expected increase 1n the liabilities of the scheme during the year 15 included
within other finance charge Tlus arises {from the habilities of the scheme being one year closer to payment
Differences between actual and expected returns on assets during the year are recognised n the statement
of total recogmised gains and losses in the year, together with differences ansing from changes
assumptions

Share-based payments

The cost of cash-seitled transactions 1s measured at fair value using an appropriate option pricing model
Fair value 1s established imtially at the grant date and at each balance sheet date thereafter untl the awards
are settled During the vesting period a hability 1s recogmsed representing the product of the fair value of
the award and the portion of the vesting period expired as at the balance sheet date  From the end of the
vesting period until settlement, the hability represents the full fair value of the award as at the balance
sheet date  Changes 1n the carrying amount for the liability are recogmsed 1n profit or loss for the pertod

Provisions

Provisions are recognised when the company has a present obligation (legal or constructive) as a result of a
past event, 1t 1s probable that an outflow of resources embodying economic benefits will be required to
settle the obligation and a reliable estimate can be made of the amount of the obligation Where the
company expects some or all of a provision t¢ be reimbursed, the reimbursement 15 recognised as separate
asset, but only when the reimbursement is virtually certain The expense relating to any provision 1s
presented n the profit and loss account net of any reimbursement If the effect of the time value of money
1s matenal, provisions are deternuned by discounting the expected future cash flows at a pre-tax rate

14
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Notes to the financial statements
at 31 December 2010

2. Turnover

Turnover 1s stated net of value added tax and anses wholly from the company’s principal activity

An analysis of turnover by geographical market 1s given below 2010 2009

£ £
United Kingdom 302,229,483 268,520,668
Germany 62,579,708 49,002,672
Other Europe 3,968,358 12,823,861
United States of America 137,128 206,955
Other Regions - 13,540

368,914,677 330,567,696

3. Operating loss
Thas 15 stated after charging/(crediting)

2010 2009

L £

Auditors’ remuneration - audit of the financial statements 80,000 107,939
- non-audit services — taxation - -

80,000 107,939

Depreciation of owned fixed assets 29,373,381 43,952,868
Amortisation 1,460,235 1,277,982
Total depreciation and amortisation 30,833,616 45,230,850
Net loss/(gam) on foreign currency translation 2,994,427 (662,010)
Operating leases rentals - land and buildings 5,666,746 6,117,738
- other 609,506 491,016

6,276,252 6,608,754

4 Staff costs

2010 2009

£ £

Wages and salaries 61,410,927 51,903,202
Social security costs 7,297,649 6,934,878
Other pension costs (note 15) 4,599,668 4,176,930

73,308,244 63,015,010

15
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Notes to the financial statements
at 31 December 2010

4. Staff costs (continued)

The monthly average number of employees during the year was as follows

2010 2009
No No
Management 8 8
Production 687 621
Administration 89 87
Sales 158 159
942 875

5. Director’'s emoluments
2010 2009
£ £
Emoluments 1,822,855 1,127,326
Company contributions paid to money purchase pension scheme 93,050 76,536

Highest pad director

Total amount of emoluments and amounts (excluding shares) payable to the lughest paid director n 2010

was £707,948 (2009 £487,800)

6. Interestreceivable

2010 2009
L £
Interest recervable from other fellow group undertakings 32,150 27,814
Net finance income related to defined benefit pension 143,121 12,000
175,271 39,814

7. Interest payable and similar charges
2010 2009
£ £
Interest payable to other fellow group undertakings 5,872,135 7,177,382
Loan interest written back (1,008,353} -
Other interest payable 396,475 452976
5,260,257 7,630,358

16
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T-Systems Limited

Notes to the financial statements
at 31 December 2010

Tax
Tax on loss on ordinary activities

2010 2009

£ £
Current Tax
UK corporation tax on loss for the year - -
Total Current Tax - -
Deferred Tax
Movement on the deferred tax hability of the defined benefit pension
scheme (75,743) (19,720)
Deferred tax relating to the pension scheme recogrused in STRGL (37,460) (66,484)
Adjustment 1n respect of prior year - (181,511)
Total Deferred Tax (113,203) (267,715)
Tax on loss on ordinary activities (113,203} (267,715)

Factors affecting current tax charge

The tax assessed for the ycar 1s lower than the standard rate of corporation tax in the UK (28%)

The differences are reconciled below

2010 2009

£ £

Loss on ordinary activities before taxation (9,852,969) (23,298,251)
Loss on ordinary activities at standard rate of tax of 28% (2009 28%) (2,758,831)  (6,523,510)
Expenses not deductible for tax purposes 106,736 211,716
Depreciation in advance of capital allowances 2,245,802 6,926,687
Short term timing differences 406,293 69,839
Dividend income from associates - (684,732)

Total current tax - -

Factors that may affect future tax charges

The deferred taxation asset 1 relation to the company’s capital allowances 1n advance of depreciation, tax
losses and other unung differences has not been recognised as there 1s insufficient evidence that the asset
will be recoverable The asset will become recoverable once the company generates taxable profits

17
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Notes to the financial statements
at 31 December 2010

8. Tax (continued)

(d) Deferred tax
The deferred taxation asset not recognised in the financial statements 1s as follows

2010 2009

£ £

Capital allowances 1 advance of depreciation 34,084,097 32,636,167
Other timing differences 47,983 238,188

34,132,080 32,874,355

The deferred tax included 1n the balance sheet 1s as follows

2010 2009
£ £
Included 1n defined benefit pension asset (Note 15) (157,744) (82,001)

It has been announced that the corporation tax rate in the UK will be reduced from 28% to 27% with effect
from 1 April 2011, and then by a further 1% each year down to 24% from April 2014 Finance Act (No 2)
2010 introduced the legislation 1o reduce the 1ate to 27% from 1 Apnl 2011 and as this change 1n rate was

substantively enacted by the balance sheet date the group 1s required to reflect the new rate 1n the deferred

tax balances at 25 September 2010 and the balances are therefore stated at 27%

9 Intangible fixed assets

Goodwill Licenses Total
£ £ £

Cost
At 1 January 2010 7,504,000 10,480,739 17,984,739
Additions - 185,760 185,760
Transfers from assets under construction - 425756 425,756
At 31 December 2010 7,504,000 11,092,255 18,596,255
Amortisation
At 1 January 2010 312,667 7,151,050 7,463,717
Provided during the year 750,399 709,836 1,460,235
At 31 December 2010 1,063,066 7,860,886 8,923,952
Net book value
At 31 December 2010 6,440,934 3,231,369 9,672,303
At 1 January 2010 7,191,333 3,329,689 10,521,022

Licences
Amortisation 15 provided i order to write off the cost on a straight line basis over the estimated useful
economic life, subject to a maximum of 20 years

Goodwill
Goodwill relates to the acquisition of Gedas Umted Kingdom Limited It 1s being amortised over the
directors’ estimate of its wseful econonuc life of 10 years

18
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T-Systems Limited

Notes to the financial statements
at 31 December 2010

Tangible fixed assets

Cost

At 1 January 2010
Additions
Tiansfers
Disposals

At 31 December
2010

Depreciation
At 1 January 2010
Provided in the
year
Dasposals

At 31 December
2010

Net book value
At 31 December
2010

At 1 January 2010

Software Plant & Telecom Office  Assets in the Total
Machmery  equipment  equipment course of
Construction
£ £ £ £ £ £
16,966,570 223999371 15,943,419 43,775,268 16,433,725 317,118,353
123,543 15,466,010 33,236 304,090 14,954,333 30,881,212
3,724,878 11,218,403 82,961 1,320,332 (16,774,024) (427,450)
(2,047,487)  (3,484,848)  (448,820)  (103,771) - (6,084,926)
18,767,504 247,198,936 15,610,796 45,295919 14,614,034 341,487,189
16,025,220 165,508,014 10,550,328 36,806,024 - 228,889,586
2,064,627 24,630,605 1,217,230 1,460,919 - 26,373,381
(568,746)  (1,875,390)  (187,620) (68,520} - (2,700,276)
17,521,101 188,263,229 11,579,938 38,198,423 - 255,562,691
1,246,403 58,935,707 4,030,858 7,097,496 14,614,034 85,924,498
941,350 58,491,357 5,393,091 6,969,244 16,433,725 88,228,767

The company has reviewed the estimated useful lives of 1ts fixed assets in accordance with Financial
Reportng Standard 15 and as a result the depreciation charge of the company for the current financial year

end has been reduced by £1,531,433 (2009 -£m])

Debtors

Trade debiors

Amounis owed by group undertakings

QOther debtors

Prepayments and accrued income

2010 2009

£ £
46,280,905 21,918,407
56,759,802 51,091,279
290,188 110,317
39,695,632 13,403,607
143,026,527 86,523,610
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12.

13.

14.

Notes to the financial statements
at 31 December 2010

Creditors: amounts falling due within one year

Frade creditors

Amounts owed to group undertakings
Other taxation and social security
Accruals and deferred income

Other creditors

Creditors: amounts falling due after more than one year

Loan from group undertaking (Note 14)

Loans

Wholly repayable within five years

2010 2009
£ £
6,678,472 1,260,921
59,785,827 47,692,923
16,161,359 9,375,089
85,531,357 43,822,063
527,413 479,013
168,684,428 102,630,009
2010 2009
£ £
102,991,647 104,000,000

102,991,647 104,000,000
2010 2009
£ £
102,991,647 104,000,000
102,991,647 104,000,000

Loans repayable included within amounts owed to group undertakings are loans from Deutsche Telekom

Intemational Finance B V

The rate of interest payable on the loans 1s 5 7% and 3 month Libor +0 91% on the principal amounts of

£80m and £17 753m respectively

The terms of repayment for both loans are the nonunal amount of the loan and the acerued inteiest thereon,

at a date not less than 12 months afier the balance sheet date

Due to the strong year end cash position, the Company elected to repay the loan of £17 753m on 6 January

2011
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15.

Notes to the financial statements
at 31 December 2010

Pensions

The company operates both defined benefit and money purchase arrangements for 1ts employees and
directors which are sections of the T-Systems Litd Pension Scheme The Scheme 1s funded and 1s
admimstered by professional pension administrators Capita Hartstead Limited

(a) Defined contribution section

The company’s contrnibutions to the money purchase section during the year amounted to £3,890,103
(2009 £3,262,690) There were outstanding contributions at the balance sheet date of £418,294 (2009
£357,251)

(b) Defined benefit section
The T-Systems Limited Pension Scheme comprises of two sections
+ the Volkswagen scction, and

¢ the T-Systems section

There was a complele acluarial valuation of the scheme as at 31% December 2007, this has been rolled
forward 1o 31* December 2010 allowing for cash flows and changes in market conditions

The defined benefit sectuon of the scheme is closed to new members The age profile of the active
membership 15 nsing, and under the projected umt method the current service cost will increase as the
members of the scheme approach retirement

The financial assumptions used to calculate scheme habilities under FRS 17 are as follows

Valuation method Projected Projected

Unit Umt

2010 2009

IDiscount rate 5.6% p.a. 59%pa

Inflation rate 3.5% p.a. 315%pa
Increases to pensions

- Pre Apnil 1997 discretionary 3.3% p.a. 33%pa

- Apnil 1997 — September 2005 (LPI 5%) 33%pa. 33%pa

- Post October 2005 (LPI 2 5%) 22% p.a 22%pa

Salary increases 4.0% p.a. 40%pa

2010 2009

Expected returns on schene assets

- Equities (UK and Overscas) 7.4% p a. 78%pa
- Fixed interest bonds 3 9% p.a. 43%pa
- Corporate bonds 5.2% p.a. 55%pa
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Notes to the financial statements
at 31 December 2010

Pensions (continued)

The assets 1n the scheme at 31 December 2010 were

2010 2009 2008
£2000 £7000 £000
Equities (UK and Overseas) 14,865 12,793 10,692
Bonds 9,725 8,422 6,953
Cash/Other 151 170 203
Total market value of assets 24,741 21,385 17,848
Present value of scheme habilities 24,177 21,092 17,626
Surplus in the scheme 564 293 222
Related deferred tan liability (158) (82) (62)
Net pension surplus 406 211 160
The following amounts have been recogmised m the profit and less account
2010 2009 2008
£°000 £000 £°000
Current Service cost 809 606 1,331
Total charge to operating profit 809 606 1,331
Expected return on pension scheme assets 1,435 1,124 1,160
Interest on pension liabilities (1,292) (1,112) (1,193)
Net interest charged to interest receivable/(payable} 143 12 (33
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T-Systems Limited

Notes to the financial statements
at 31 December 2010

Pensions (continued)

The following amounts have been recogmsed 1n the statement of total recogmsed gains and losses

2010 2009 2008
£°000 £000 £000
Actual return less expected return on pension scheme assets 1,464 1,728 (3,468)
Expected losses arising on scheme lhiabilities '&X)) (16) (758)
Changes in assumptions underlymng the present value of scheme (1,566) (1,949) 5,875
habilities
Actuanal (loss)/gain recogmsed mn the statement of total
recogiused gains and losses (139) (237 1,649
Movements 1n the pension surptus/(deficit) (excluding deferred tax) duning the vear
2010 2009 2008
£°000 £000 £°000
At 1 January 293 222 (1,987)
Current service costs (809) (606) (1,331)
LEmployer contributions 1,076 902 1,924
Other finance credit/(charge) 143 12 (33)
Actuanal (losses)/gains (139) (237) 1,649
At 31 December 564 293 222
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Notes to the financial statements
at 31 December 2010

Pensions (continued)

Details of expenence gains and losses for the year to 31 December

2010 2009 2008
Difference between the actual and expected return on scheme 1,464 1,728 (3,468)
assets (£°000)
Percentage of scheme assets at end of year 6% 8% 20%
Experience losses on scheme habilities (£7000) a7 (16) (758)
Percentage of the present value of scheme liabilities 0% 0% 4%
Actuanial (losses)/gains recognmised n the STRGL (£000) (139) (237) 1,649
Percentage of the present value of scheme habilities 0% 1% 9% |
|
Provisions for liabilities and charges
Rationalisation Asset Total
Costs Provision  Rettrement
Obhgation
s
£ £ £
At 1 January 2010 475,000 2404253 2,879,253
Arnsing during the year - 171,299 171,299
Utilised 1n the year {475,000) - (475,000}
At 31 December 2010 - 2,575,552 2,575,552

Ratronalisation Provision
The rationalisation provision was utilised during the year as a result of the settlement of costs due on a
property lease

Asset Retirement Obligations

A prowvision 1s recognised for the costs to return leased premises to their onginal state and condition on the
terrmnation of the respective leases Commutments in respect of these asset retirement obligations are due
after one year
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T-Systems Limited

Notes to the financial statementg

at 31 December 2010

Commitments under operating leases

At 31 December 2010 the company had annual commitments under non-cancellable operating leases as set

out below

2010 2009

Land and Land and
braldings Other buldings Other
£ £ £ £

Operating leases which expire

Within one year 16,536 88,415 527,370 102,462
In two to five years 4,331,848 530,293 3,877,981 402,699
In over five years 2,544 878 - 2,444,421 -
6,893,262 618,708 6,849,712 505,161

Related party transactions

The company has taken advantage of the exemption from disclosing related party transactions with fellow
group members under FRS8 on the grounds that the group 1s wholly owned by Deutsche Telekom AG

whose consolidated accounts are publicly available

Share capital

No
Authorised, allotied, called up and fully pard
Ordmary shares of £1 each 550,001

2010
£

550,001

No

550,001

2009
£

550,001
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20. Reconciliation of shareholders’ funds and movement on reserves

Capital

Share Share contribution Profit and loss  Total share-

capital premium reserve account holders’ funds

£ £ £ £ £

At 1 January 2009 550,001 14,999,999 98,454,502 (112,694,346) 1,310,156

Capital contribution — — 22,500,000 - 22,500,000
Other recognised gains and

losses - - - (170,958) (170,958)

Loss for the year - - —  (23,565,966) (23,565,966)

At 31 December 2009 550,001 14,999,999 120,954,502 (136,431,270} 73,232

At 1 January 2010 550,001 14,999,999 120,954,502 (136,431,270) 73,232

Capital contribution - - 28,000,000 - 28,000,000
Other recogmised gams and

losses - - - (101,282) (101,282)

Loss for the year - - - (9,966,172) (9,966,172)

At 31 December 2010 550,001 14,999,999 148,954,502 (146,498,724) 18,005,778

21. Ultimate parent company
The company 15 controlled and wholly owned by T-Systems International GmbH at 31 December 2010
The T-Systems Group 1s the smallest group in which the results of the company are consolidated for
statutory purposes Deutsche Telekom Aktiengesellschaft 1s the company's ultimate parent company
Deutsche Telekom Akticngesellschaft 1s incorporated in Germany and heads the largest group i which the
results of the company are consolidated for statutory purposes The consohidated accounts of Deutsche
Telekom Akuengesellschaft are available to the public and may be obtamed from Friedrich- Ebert-Allee
140, 53113 Bonn, Germany

22. Share based payments
In the 2004 financial year, Deutsche Telekom Aktiengesellschaft mtroduced its first Mid-Term Incentive
Plan (MTIP) to ensure competitive total compensation for the members of the Board of Management,
semor executives of the Deutsche Telekom Group, and other beneficiaries mainly from the United States
and Umted Kingdom The MTIP 1s a giobal, Group-wide compensation mstrument for Deutsche Telekom
Aktiengesellschaft and other participating Group entities that promotes mud and long-term value creation in
the Group, and therefore aligns the 1nterests of management and shareholders

The MTIP 1s a cash-based plan pegged to two equally weighted share-based performance parameters — one
absolute and one relative If both performance targets are achieved, then the total amount earmarked as an

award to the beneficianes by the respective employers 1s paid out, if one performance target 1s achieved, 50
percent of the amount 1s paid out, and if neither performance target 1s achieved, no payment 1s made

The carrying amount of the hability relating to the cash-settled share-based payments at 31 December 2010
15 £133,378 (2009 £130,546) No cash settled share-based payments had vested at 31 December 2010
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