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T-Systems Limited

Strategic report
for the year ended 31 December 2013

The directors present their strategic report on the company for the year ended 31 December 2013.
Review of the business -
The company’s key financial and other performance indicators during the year were as follows:

2013 2012 Change

£’006 . £000 '%
Turnover : 406,294 392,181 3.6
Operating profit / (loss) 4 . 8,108 | (25,453) 131.9
Profit / (loss) for the financial year . ‘ 6,052 (26,934) T 1225
Capital investment 15,582 20605 - (24.4)
Average headcount ' 835 - .933 (10.5)

The turnover increase of 3.6% in 2013 has arisen as a result of the increasing business with our
major customers, in line with their business plans.

The operating profit has arisen as a result of a restructuring project that took place in 2011 and 2012.
Continuous process-related improvements along the value chain led to a leaner and more efficient
and effective business process environment with our customers. For one contract, a huge
improvement of the TRI*M Index (Customer Satisfaction index) was the positive outcome of the
continuous improvement programme.

The profit after tax has increased from a loss before tax in the prior year in line with the increase in
operating profits. ‘

The average headcount decreased in 2013 as a result of the restructuring project mentioned above
and resultant cost cutting exercises. The primary area targeted for headcount reduction was sales
(28% reduction) W|th the remaining areas averaging an 8% overall headcount reduction.

Principal risks and.uncertamtles

Risk management - the company’s operations expose it to a variety of risks principally delivery risk,
and market and economic risk. Specific business risks are properly monitored and reported as they
arise. Where a risk exposure is identified, suitable counteractions are implemented to mitigate the
risk: The risk management system is a vital part of the overall company governance system.

Delivery risk

» The company operates a series of long term contracts which expose it 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 in
customer business circumstances are managed through working closely with customers to
understand their requirements and amend contracts to suit their needs as they develop.

Market and economlc risk

e Various scenarios are modelled to establlsh the financial outcome on a worst case basis of
deterioration in the market in which we operate.



T-Systems Limited

Directors’ report
for the year ended 31 December 2013

The directors present their report and audited finanmal statements for the year ended
31 December 2013.

Principal activities .
The principal activities of the company are computer and telecommunication services.
Future developments

The transition and transformation phase of the top three customer. projects are expected to be
completed by the end of 2014. This includes the contract with a major mobile operator that was
signed in March 2011. In addition to the existing contracts, another local deal was signed-off in 2013
with a further deal signed off in 2014. The ability to deliver a high quality and timely transformation
will significantly impact on the future profitability of the company in the medium term.

Furthermore, the company’s service portfolio has been adjusted to better fulfil the local and
international customers needs. The new deal opportunities will enable T-Systems Limited to improve
its position in the UK and abroad.

Results and dividends

The profit for the financial year amounted to £6,052,000 (2012: loss of £26,934 000) The directors
do not recommend the payment of any dividends (2012: £nil).

Political and charitable contributions

During the year the company made charitable donations totalling £5,077 (2012: £2,156) to the
charities UNICEF: £4,544 (2012: £nil), MacMillan Cancer Support: £338 (2012: £422) and other:
£195 (2012: £1,734).

The company made no political contributions in the year (2012: £nil).
Financial risk management

The company’s operations expose it to a variety of financial risks that include credit risk, liquidity risk,
cash flow risk and foreign currency risk:

e Credit risk - the company's policies are aimed at minimising credit risk from customers, and
require that deferred terms are only granted to customers who demonstrate an appropriate
payment history and satisfy credit worthiness procedures. Details of the company’s debtors are
shown in'Note 11 to the financial statements.

The company manages its own cash deposits with financial institutions after consideration of
advice from T-Systems Group Treasury on the credit rating and overall financial profile of those
financial institutions.

e Liquidity risk - the company has the capability of maintaining debt finance to ensure that it has
sufficient funds for operations. Deutsche Telekom Aktiengesellschaft (the ultimate parent
company) will support future operations approved by the Board with additional ‘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.

. Foreign'currency risk - the combany’s primary transactional currency is Sterling. In order to
reduce exposure to the variability of foreign exchange rates on transactions in other currencies,
the company uses forward foreign currency contracts, held indirectly via T-Systems Group
Treasury.



T-Systems Limited

Directors’ report .
for the year ended 31 December 2013 (continued)

Directors of the company

The directors of the company who were in office during the year and up to the date of signing the
financial statements were:

Sam Kingston Resigned 18 August 2013
Daniel Giebel .

Frank-Stephan Hardt '
Casper Malig Appointed 1 October 2013

Qualifying third party indemnities

As permitted by the Articles of Association, the directors have the benefit of an indemnity through a
Deutsche Telekom Aktiengesellschaft Group policy which is a qualifying third party indemnity
provision as defined by Section 234 of the Companies Act 2006. The indemnity was in force
throughout the last financial year and is currently in force. The Deutsche Telekom Aktiengesellschaft
Group also purchased and maintained throughout the financial year Directors’ and Officers’ liability
insurance in respect of itself and its Directors.

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. T-Systems
Limited has an elected Employee Forum to comply with the UK ICE (Information and Consultation of
Employees) regulations. This group meets monthly and is affiliated to the Group’s European Works
Council. The general company situation including the financial performance is communicated to this
group twice yearly and specific local company changes are consulted on as they arise.

More general communication to the employees is delivered via the Monthly Business Update which
is cascaded via management lines and posted on the Company’s intranet and the monthly video
message from the managing director which is again available via the Company’s intranet. Most
employees are entitled to participate in the annual bonus scheme which pays out against a mix of
group and local company performance indicators such as revenue and EBIT and personal targets.

Disabled employees

The company gives full consideration to applications for employment from disabled persons where
the requirements of the job can be adequately fuffilled by a disabled person.

Where existing employees become disabled, it is the company’'s policy wherever practicable to
provide continuing employment under normal terms and conditions and to provide training and
career development and promotion to disabled employees wherever appropriate.



T-Systems Limited

Directors’ report
for the year ended 31 December 2013 (continued)

Going concern

The company’s business activities, together with the factors likely to affect its future development, its
financial position, financial risk management objectives, details of its financial instruments and
derivative activities, and its exposure to price, credit, liquidity and cash flow risk are described in the
strategic and directors’ reports on pages 2 and 3 respectively.

The company has considerable financial resources available to it being part of the larger T-Systems
Group (ultimately Deutsche Telekom Aktiengesellschaft), together with long-term contracts held with
a number of customers and suppliers across different geographic areas and industries. As a
consequence, the directors believe that the company is well placed to manage its business risks .
successfully despite the current uncertain economic outlook.

T-Systems International GmbH (the Company’s immediate parent company), has given the
necessary assurances.that sufficient resources will be made available for the foreseeable future so
that the company can meet its liabilities as and when they fall due. After making enquiries, the
directors have a.reasonable expectation that the company has adequate resources to continue in
operational existence for the foreseeable future. Accordingly, they continue to adopt the going
concern basis in preparing the directors’ report and financial statements.

Statem_ent of directors’ responsibilities

The directors are responsible for preparing the Strategic Report, Directors’ Report and the financial
statements in 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 finahcial statements in accordance with United 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 preparing these financial statements, the directors are
required to: .

select suitable accounting policies and then apply them consistently;

make judgements and accounting estimates that are reasonable and prudent; and
state whether applicable UK Accounting Standards have been followed, subject to any
material departures disclosed and explained in the financial statements;

The directors are responsible for keeping adequate accounting records that are sufficient to show
and explain the company’s transactions 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 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 :
irregularities.

So far as each person who was a director at the date of appro(xing this report is aware:
(a) there is no relevant audit information of which the company’s auditors are unaware; and

(b) he has taken all the steps that he ought to have taken as a director in order to make
himself aware of any relevant audit information and to establish that the company’s auditors
are aware of that information.



T-Systems Limited

Dlrectors report
for the year ended 31 December 2013. (contmued)

Independent auditors
The auditors for the year ended 31 December 2013 were PricewaterhouseCoopers LLP.

A resolution will be put to the shareholders at the company’s Annual General Meeting to reappomt
PricewaterhouseCoopers LLP as the company’s auditors.

By order of the board

gmpahy Secretary

e ifafl2i14



‘T-Systems Limited

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

Report on the financial statements
Our opinion
In our opinion the annual report and financial statements, defined below

» - give atrue and fair view of the state of the company’s affairs as at 31 December 2013 and of
its profit for the year then ended; .

. have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice; and

. have been prepared in accordance W|th the requirements of the Companies Act 2006.
This opinion is to be read in the context of what we say in the remainder of this report.
What we have audited

The financial statements, which are prepared by T-Systems Limited, comprise:

~ = the balance sheet as at 31 December 2013;
. the profit and loss account and statement of total recognised gains and losses for the year
' - then ended;
. the accounting policies; and
. the notes to the financial statements, which include other explanatory information.

The financial reporting framework that has been applied in their preparation is applicable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

In applying the financial reporting framework, the directors have made a number of subjective
judgements, for example in respect of significant accounting estimates. In making such estimates,
they have made assumptions and considered future events.

What an audit of financial statements involves

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland)
(“ISAs (UK & Ireland)”). An audit involves obtaining evidence about the amounts and disclosures in
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 appropriate 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 presentatlon of the financial statements.

In addition, we read all the financial and non-financial mformatlon in the Annual Report to identify
material inconsistencies with the audited financial statements and to identify any information that is
apparently materially incorrect based on, or materially inconsistent with, the knowledge acquired by
us in the course of performing the audit. If we become aware of any apparent material misstatements
or inconsistencies we consider the implications for our report.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Strategic Report and the Directors’ Report for the financial
year for which the financial statements are prepared is consistent with the financial statements.



,T-Systems Limited

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

Other matters on which we are reqi,lired'to report by exception
Adequacy of accounting records and information and explanations received

Under the Companies Act 2006 we are required to report to you if, in our opinion:

. we have not received all the information and explanations we require for our audit; or

=  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 in agreement with the accounting records and returns.
We have no exceptlons to report arising from this responsubmty
Directors’ remuneration .

Under the Cdrn’panies Act 2006 we are required to report to you if, in our opiniod, certain disclosures’
_of directors’ remuneration specified by law are not made. We have no exceptions to report arising
_from this responsibility.

Responsibilities for the financial statements and the audit

Our responsibilities and those of the directors

As explained more fully in the Statement of directors’ responsibilities, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and falr
view.

Our responsibility is to audit and express an opinion on the flnaricxal statements in accordance with
applicable law and ISAs (UK & Ireland). Those standards require us to comply with the Auditing
_Practices Board’s Ethical Standards for Auditors.

This report, including the opinions, has been prepared for and only for the company’s members as a
body in accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose.
We do not, in giving these opinions, accept or assume responsibility for any other purpose or to any
.other person to whom this report is shown or into whose hands it may come save where expressly
agreed by our prior consent in writing..

Mike Robinson (Senlor Statutory Auditor)

For and on behalf of PricewaterhouseCoopers LLP
- Chartered Accountants and Statutory Auditors
Milton Keynes

1 September 2014



T-Systems Limited

Profit and _Ioss account
for the year ended 31 December 2013

2012

2013
Note £000 £000
Turnover 2 406,294 392,181
Cost of sales (375,919) (393,228)
Grosé profit / (loss) -~ 30,375 (1,047)
Administ(ative expenses ' (22,267) (24,406)
Operating profit / (loss) 3 8,108 (25.453)
Profit on disposal.of fixed assets 18 1,256
Profit / (loss) on ordinary activities before interest and .
taxation - o 8,126 (24,197)
Interest receivable. and similar income 6 367 386 |
Interest payable and similar charges 7 © (2,420) (2,976)
Profit / (loss) on'ordinary'activities before taxation 6,073 (26,787)
~Tax on profit / (loss) on ordi‘ngry activities 8 (21) (147)
Profit / (loss) for the financial year 21 16,052 (26,934)

The results of the company reported above relate'entirely to continuing operations.

There is no material difference between the profit/(loss) on ordinary activities before taxation and the
profit/(loss) for the financial year stated above and their historical costs equivalents.



T-Systems Limited

~ Statement of total recognised gains and losses
for the year ended 31 December 2013

2013 2012

Note £'000 £:000

Profit / (loss) for the financial year 6,052 (26,934)
Actuarial (loss) / gain on pension scheme ‘ 4 15 (1,851) 391
.Movement on deferred tax relating to pension scheme 8 370 (90)
Total recognised gains / (losses) relating to the year 4,571 (26;633)

10



T-Systems Limited

Balance sheet
at 31 December 2013

2013 2012
_ Note £000 £000
Fixed assets
lr)tangible assets 5,316 5,931
Tangible assets 10 50,866 56,764
56,184 62,695
Current assets o
Debtors:
Amounts falling due within one year 11 167,630 180,581
Amounts falling due after'more than one year 11 ' 2,124 1,409
169,754 181,990
Cash at bank and in hand 14,158 12,342
' ' 183,912 194,332
Creditors: amounts falling dug within one year 13 (215,659) (186,594)
Net current (liabilities) / assets (31,747) 7,738
Total assets less current liabilities 24,437 70,433
Creditors: amounts falling due after more than one year 14 . (50,841)
Provisions for liabilities _ 16 (4,149) (5,082)
Net assets excluding pension '(deficit) | surplus 20,288 14,510
Defined benefit pension (deficit) / surplus . 15 (241) 966
Net assets including pension (deficit) / surplus 20,047 15,476
Capital and reserves '
Called up share capital _20_ 550 550
Share premiurﬁ account 21 15,000 15,000
Other reserves 21 230,754 230,754
Profit and loss account 21 (226,257) (230,828)
Total shareholders’ funds 20,047

The notes on pages 12 to 34 form part of the financial statements

21

15,476

The financial statements on pages 9 to 34 were approved by the Board of Directors on 1 September 2014 and -

signed og its Yhalf by:

¥

~Frank-Stephan Hardt
Director
‘Date W/ﬂ?/w/{/

Registered number: 01668706

1



T-Systems Limited

Notes to the financial statements
for the year ended 31 December 2013

1 Accounting policies
Basis of preparation

These financial statements are prepared on the going concern basis, under the historical cost
convention, and in accordance with the Companies Act 2006 and applicable accounting standards in
the United Kingdom. The principal accounting policies, which have been applied consistently
throughout the year, are set out below. '

The financial statements have been prepared on the going concern basis because the immediate
parent undertaking (T-Systems International GmbH) has given the necessary assurances such that
sufficient resources will be made available for the foreseeable future so that the company can meet
its liabilities as and when they fall due.

Cash flow statement

The directors have taken advantage of the exemption in FRS 1 (revised) from including a cash flow
statement in the financial statements on the grounds that the company is wholly owned by T-
Systems International GmbH and its parent pubhshes consolidated financial statements that include
the cashflows of the Company. .

Goodwill

Goodwill arising on consolldatlon represents the excess of the fair vaIue of the consideration given
over the fair value of the identifiable net assets acquired. Positive goodwill arising on acquisitions is
capitalised as an asset on the balance sheet and amortised on a straight line basis over its useful
economic life up to a presumed maximum of 20 years. It is reviewed for impairment at the end of the
first full financial year following the acquisition and in other periods if events or changes in
circumstances indicate that the carrying value may not be recoverable.

If a subsidiary, associate or business is subsequently sold or closed, any goodwill arising on
acquisition that was written off directly to reserves or that has not been amortised through the profit
and loss account is taken into account in determining the profit or loss on sale or closure.

Intangible assets

Intangible assets relate to externally acquired software licences. They are capitalised at cost and
stated at cost less accumulated amortisation.

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

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

Fixed assets

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

Depreciation is provided on all tangible flxed assets at rates calculated to write off the cost,.less
estimated residual value based on prices prevailing at the date of acquisition, of each asset evenly
over its expected useful life, as follows:

Plant and machinery - 210 12 years
Telecom equipment - 210 12 years
Office equipment - 21023 years’
Software - Over the life of the contract and up to seven years

In course of construction No depreciation is provided on assets in the course of construction

12



T-Systems Limited

. Notes to the financial statements
for the year ended 31 December 2013 (continued)

1 Accounting policies (continued)
Fixed assets (continued)

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

Deferred tax

Deferred tax is recogniséd in'respect of all timing differences that have originated but not reversed at
the balance sheet date, where transactions or events that result in an obligation to pay more tax in
the future or a right to pay less tax in the future have occurred at the balance sheet date.

A net deferred tax asset is recognised as recoverable and therefore recognised only when, on the
basis of all available evidence, it can be regarded as more likely than not that there will be suitable
taxable profits against which to recover carried forward tax losses and from which the future reversal
of underlying timing differences can be deducted.

Deferred tax is measured at the average tax rates that are expected to apply in the periods in which
the timing differences are expected to reverse, based on tax rates and laws that have been enacted
or substantively enacted by the balance sheet date. Deferred tax is measured on a non-discounted
basis.

Revenue recognition -

Revenue is recognised to the extent that the company obtains the right to consideration in exchange
for its performance. Revenue is measured at the fair value of the consideration received, excluding
discounts, rebates, VAT and other sales taxes or duty. The following criteria must also be met before
revenue is recognised:

Sale of goods

Revenue from the sale of goods is recognlsed when the significant risks and rewards of ownersh|p of
the goods have passed to the buyer, usually on despatch of the goods.

Rendering of services

Revenue from computing and telecommunication services is recognlsed in line with the stage of
completion of an individual customer contract. Usually revenue is recognised on a straight line basis
where this is representative of the stage of completion. Amounts relating to more than one
accounting period are deferred and recognised over the relevant delivery period. Unrecognised
contract revenue is included as deferred income in the balance sheet. ‘

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

Interest income )
Revenue is recognised as interest accrues.
Dividend income |

' Revenue is fecognised when the company’é right to receive payment is established.

Long term contracts

Whefe the outcome of a long term contract can be estimated reliably, revenue and costs are
recognised by reference to the ‘stage of completion. This is measured by the proportion of contract
costs incurred to date in relation to the estimated total contract costs.

13



T-Systems Limited

Notes to the financial statements
for the year ended 31 December 2013 (continued)

1 Accounting policies (continued)
Long term contracts (continued)

Where the outcome of a long term contract cannot be estimated reliably, contract revenue is
recognised only to the extent of recoverable contract costs. Contract costs are recognised as
expenses in the period in which they are incurred. When it is probable that the total contract costs
will exceed total contract revenue, the expected loss is recognised as an expense immediately.

Foreign currencies

Transactions in foreign currencies are recorded at the exchange rate ruling at the date of the .
transaction or at the contracted rate.if the transaction is covered by a forward foreign currency
contract. Monetary assets and liabilities denominated in foreign currencies are retranslated into
Sterling at the rate of exchange ruling at the balance sheet date or if appropriate at the forward -
contract rate. All differences are taken to the proflt and loss account.

Operatmg lease agreements

Rentals payable under operating leases are charged in the profit and loss account on a stralght Ime
basis over the lease term.

Pension costs

The company is a member of a group pension plan with an insurance company and makes
contributions into employee accounts on a money purchase basis. The assets in the scheme are
held separately from those of the company in an independently administered fund. The amount
charged in the profit and loss account represents the contributions payable to the scheme in respect
-of the accounting period.

Defined benefit scheme
All-retirement benefits are accounted for in accordance with FRS 17.

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

independent actuaries prepare valuations of the defined benefit scheme at least every three years
and in 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 unit credit method.

A credit representing the expected return on the assets of the scheme during the year is included
within other finance income. This is based on the market value of the assets of the scheme at the
start of the financial year. A charge representing the expected increase in the liabilities of the
scheme during the year is included within other finance charge. This arises from the liabilities of the
scheme being one year closer to payment.

Differences between actual. and expected returns on assets during the year are recognised in the

statement of total recognised gains and losses in the year, together with differences arising from

changes in assumptions. Current and past service costs, to the extent they have vested, and gains

or losses on curtailments and settlements are recognised as charges or credits against operating

profit in the profit and loss account. Pension schemes’ surpluses, to the extent that they are

considered recoverable, or deficits are recognised in full and presented on the face of the balance
" sheet net of the related deferred tax.

14



T-Systems Limited

Notes to the financial statements .
for the year ended 31 December 2013 (contlnued)

1 Accounting policies (continued)
Share based payments

The cost of cash-settled transactions is measured at fair value using an appropriate option pricing
model. Fair value is established initially at the grant date and at each balance sheet date thereafter
until the awards are settled. During the vesting period a liability is recognised 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 settiement, the liability represents the full fair
value of the award as at the balance sheet date. Changes in the carrying amount for the liability are
recognised in profit or loss for the accounting period.

Provisions

Provisions are recognised when the company has a present obligation (legal or constructive) as a
result of a past event, it is 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 to be reimbursed, the
reimbursement is recognised as separate asset, but only when the reimbursement is virtually certain.
The expense relating to any provision is presented in the profit and loss account net of any
reimbursement. If the effect of the time value of money is material, prowswns are’ determined by
discounting the expected future cash flows at a pre-tax rate.

- Equipment leased to customers

Equipment leased to customers under finance leases is deemed to be sold at normal selling value
which is taken to turnover at the inception of the lease. Debtors under finance leases represent
outstanding amounts due under these agreements less finance charges allocated to future periods.
Finance lease interest is recognised over the primary period of the lease so as to produce a constant
rate of return on the net cash investments.

2 Turnover

Turnover is stated net of value added tax and arises wholly from the company's principal activity.

An analysis of turnover by geographical market is given below: 2013 2012
| £/000 £000

United Kingdom _ , 367,339 336,028 -
* Germany ‘ 36,365 51,748
Other Europe . ) ' 2,197 3,692
United States of America 250 331
Other Regions | | _‘ 143 . 382

406,294 392,181

15



T-Systems Limited :

Notes to the financial statements
for the year ended 31 December 2013 (continued)

3 Operating profit / (loss)
This is stated after charging / (crediting):

2013 2012
| £000 é’OOO
~ Depreciation of owned fixed assets N 20,729 20,663
Amortisation 1,302 1,148
Net gain on foreign currency‘translation (1,075) (271)
Operating leases rentals: plant and machinery - -
Operating leases rgntals: other 6,410 6,400
Services provided by tﬁe company’s auditor
Fees payable for the audit 77 82
Fees payable for other services - S~
4 Staff costs
2013 2012
£000 £'000
Wages and salaries 62,302 70,461
Social security costs | 7,011 7,653
OtherA pension costs (Anote 15) 4,889 4,957
, 74,202 83,071

16



T-Systems Limited

Notes to the financial statements 4
for the year ended 31 December 2013 (contmued)

4  Staff costs (continued)

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

2013 2012
No. No.
Management v : ‘ 6 7
Production ‘ : _ 6;10 691
Administration ) ' ) 96 106
Sales- ' 93 129
835 933
5 Directors emoluments

2013 2012
£000 £'000

Aggregate emoluments : : 1,151 1,356 '
Cempany contributions'paid to money purchase pension scheme : 56 84

Included within aggregate emoluments above is an amount of E£nil paid to a director as
compensation for loss of office (2012: £156,000). At 31 December 2013 retirement benefits were .
accruing to one director under defined contribution pension schemes (31 December 2012: one).

Highest paid director

_ Total amount of emoluments and amounts (excluding shares) payable to the highest paid director in
2013 was £532,000 (2012: £626,000).
Contributions to the defined contribution pension scheme in respect of the highest paid director were
£26,000 (2012: £39,000).

6 Interest receivable and similar income

2013 2012

’ £000 £000

_ Interest receivable from other group undertakings . 256 296 '.
Nef finance income related to defined benefit pension scheme , | 111 90
367 ' 386
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T-Systems Limited

Notes to the financial statements
for the year ended 31 December 2013 (contlnued)

7 Interest payable and similar charges

2013

2012
£'000 £000
Interest payable to other group undertakings 2,192 2,526
Bank and other interest payable . 228 450
2,420 2,976
8 Taxon proﬁt I (loss) on ordinary activities
(a) Tax on profit / (loss) on ordinary activities
2013 2012
£'000 £000
Current tax
UK corporation tax on profit/(loss) fpr the year - -
Total current tax - -
Deferred tax
Movement on the deferred tax liability of the defined benefit pension
scheme 349 (237)
Deferred t_ak relating to the pension scheme reeognised in the
Statement of total recognised gains and Iosees (370) 90
Adjustment in respect of deferred tax rate change - -
Total deferred tax (21) (,147)
(21). (147)

- Total tax on plrofit/(loss) on ordinary activities
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T-Systems Lihited

Notes to the financial statements

for the year ended 31 December 2013 (contmued)

Tax on profit / (loss) on ordinary actlvmes (continued)

(b) Factors affecting current tax charge for the year

The tax assessed for the year is lower (2012: higher) than the standard rate of corporation tax in the

UK: 23.25% (2012: 24.5%).

The differences are reconciled below::

2012

2013
£.’000‘ £000
Profit/(loss) on ordiriary activities before taxation 6,073 (26,787)
Profit/(loss) on ordinary activities at standard rate of tax of 23.25% -
(2012: 24.5%) 1,412 (6,563)
Expenses not deductible for tax purposes 124 144
" Depreciation in advance of capital allowances 2,735 5,062
Loss on disposal of fixed assets 10 437
Brought forward losses utilised (4,229) -
- Unutilised losses carried forward - 1,132
Short term timing differences _ (52) (212)

Current tax for the year

(c) Factors that may affect future tax charges

During the year, as a result of the change in the main corporation tax rate to.23% that was

substantially enacted on 17 July 2012 and that was effective from-1 April 2013, and to 21% and 20%
that was substantially enacted on 2 July 2013 and that was effective from 1 April 2014 and 1 April

2015 respectively, the relevant deferred tax balances have been re-measured.
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T-Systems Limited

Notes to the financiél statements
for the year ended 31 December 2013 (continued)

Tax on profit / (loss) on ordinary activities (continued)
(d) Deferred tax .

A deferred tax asset in relation to the company’s capital allowances in advance of depreciation, tax
losses and other timing differences has not been recognised as there is insufficient evidence that the
asset will be recoverable. The asset will become recoverable once the company generates taxable

profits.
The deferred tax asset not reco‘gniséd in the financial statements is as follows:
| ‘ 2013 2012
. £000 £000
Capital allowances in advance of depreciation - © 39,952 43,229
Carry forward of tax losses 8 4,237
Other timing differences 231 171
40,191 47,637
The deferred tax included in the balance sheet is as follows:
) | 2013 . 2012
£’006 £000
Included in defined benefit pension liability V(note 15) 61 (288)
At 1 January (288) (51)
Deferred tax charge in profit and loss account (21) (147)
Deferred tax charge recognised in the Statement of total Fecogniséd
gains and losses 370 (90)
At 31 December 61 (288)
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T;Systems Limited

Notes to the financial statements
for the year ended 31 December 2013 (continued)

9 lntanlgible fixed assets

.Goodwill Licenses Total
_£2000 £'000 £'000
Cost: .
At 1 January 2013 , - : 7,504 - 6,272 13,776
Additions‘ | _ - 689 689
" At 31 December 2013 : 7,504 6,961 14,465
Accumulated amortisation:
At 1 January 2013 2,563 5,282 7,845
Charge for the year : ' | - 750 552 1,302
At 31 December 2013 - } . 3313 5834 9,147
. Net book value: '
' At 31 December 2013 : 4,191 1,127 5,318
At 31 December 2012 - - 4,941 990 5931

Goodwill:

'Goodwﬂl relates to the acquisition of Gedas United Kingdom Limited. It is being amortised over the
dlrectors estimate of its useful economic ||fe of 10 years.

Lu:ences

Amortisation is provided in order to write off the cost on a straight Ime ba5|s over the estimated
useful economic life, subject to @ maximum of 20 years
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T-Systems Limited

Notes to the financial statements
for the year ended 31 December 2013 (contmued)

.10 Tangible fixed assets

Assets in
the course
Plant & . Telecom Office of ,
Software Machinery equipment equipment construction Total
£000 - £'000 £000 £'000 - £7000 £000

Cost:
At 1 January 2013 18,214 194,448 - 12,440 22,140 1,805 - 249,047
Additions : 1,701 8,987 163 167 3,875 14,893
Transfers 199 1,838 . - - (2,037) , -
Disposals , - (890) (2 (555) - (1,447)
At 31 Decetnber , ’
2013 20,114 204,383 12,601 21,752 3,643 . 262,493
Accumulated
depreciation:
At 1 January 2013 17,110 143,678 11,289 20,206 - 192,283
Charge for the year 762 18,895 264 808 - 20,729
Disposals ‘ _ - (840) (2) - (543) - (1,385)
At 31 December '
2013 17,872 161,733 11,551 20,471 - . 211,627
Net book amount:
At 31 December ' :
2013 2,242 42,650 1,050 1,281 3,643 50,866

At 31 December :
2012 1,104 50,770 1,151 - 1,934 1,805 56,764
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T-Systems Limited

Notes to the fmancnal statements
for the year ended 31 December 2013 (contlnued)

11 Debtors

7 2013, 2012
£000 " £000

A~mou.nts falling due within one year ‘
Trade debtors - 39,438 39,711
Amounts owed by group undertakings | o 78,307 : 104,441
Other debtors™ : ' 172 _ 213
Prepayments and accrued income : 47,852 35,204
Finance lease debtor (note 12) , 1,861 1,012

167,630 180,581

Amounts falling due after more than one year
Finance lease debtor (note 12) 2,124 1,409

169,754 181,990

Amounts owed by group undertakings relates to day to day trading activities and as such is an
unsecured rolling balance with standard group invoicing repayment terms.

12 Finance lease debtor

2013 2012

£000 £000

Total.receiva,ble within one year ‘ ‘ 1,962 1,075
Less: Interest allocated to future periods - (101) (63)
1,861 1,012

“Total receivable within two to five years ‘ . 2,198 1,439
Less: Interest allocated to future periods ) (74) (30)
| 2124 1,409
Net carrying amount - _ ‘ 3,985 | 2,421
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Notes to the financial statements |
for the year ended 31 December 2013 (continued)

13 Creditors: ahoynts falling due within one year

2013 2012

£000 . £'000
Trade creditors ' - 3,331 15,464
Amounfs owed to group undertakings - - 94,046 74,024
Taxation and social security 4 o 10,089 112,140
Other creditors 2,058 1,435
Aécruals and deferred income - 56,135 73,531
Loan from group undertaking ' 50,000 10,000

215,659 186,594

' Included within amounts owed to group undertaklngs is a loan from Deutsche Telekom International
' Fmance B.V., a fellow group undertaking.

The rate of interest payable on the loan is 5.7% on the principal amount of £50,000,000..

The term of repayment for the loan is the nominal amount of the loan and the accrued interest
thereon, due on 19 January 2014. :

On 19 January 2014 the existing £50,000,000 loan was refinanced via a loan of the same principal
-amount with Deutsche Telekom Aktiengeselischaft, the company’s ultimate parent company.

The rate of interest payable on the loan is one month LIBOR +2.65%, with interest payable monthly.

The term of repayment on this subsequent loan is the nominal amount of the loan and the accrued
interest thereon, due on 19 January 2015.

The remaining amount owed to group undertakings relates to day to day trading activities and as
such is an unsecured rolling balance with standard group-invoicing repayment terms.

14 Creditors: amounts falling due after more than one year

2013 2012

£'000 £000

"Loan from group undertaking . . ' - 50,841
| - 50,841

© 24



T-Systemé Limited

Notes to the financial statements
for the year ended 31 December 2013 (continued)

15 Pensions

The company operates‘ both defined benefit and money purchase arrangements for its employees
and directors which are sections of the T-Systems Ltd Pension Scheme. The Scheme is funded and
is administered by professional pension administrators Capita Hartstead Limited.

(a) Defined contrlbutlon section

The companys contrlbutlons to the money purchase section during the year amounted to
£4,616,000 (2012: £5,175,000). There were outstandlng contributions at the balance sheet date of
£379,000 (2012: £408,000).

(b) Defined benefit section

T-Systems Limited’s defined benefit obligations are in respect of the T-Systems Ltd Pension Scheme
(the “Scheme”) and the T-Systems section of the Prudential Platinum Plan (the “Plan”).

The Scheme comprises two separate sections
¢ the Volkswagen section, and

¢ the T-Systems section

The Prudential Platinum Plan was set up at 1 April 2011 to cover employees transferring from E.ON

- as part of a global T-Systems Germany deal. The transferees were provided with the opportunity to
transfer their accrued past service from the Electricity Supply Pension Scheme (the “ESPS”) into the
Plan. This transfer of assets in respect of members’ past service took place in 2012 and therefore
the disclosures allow for the acquisition of these assets and past service obligations by the Plan.

There was a complete actuarial valuation of the scheme as at 31 December 2010 (and an Actuarial
Report as at 31 December 2012, which allowed for the Scheme’s closure to future accrual). This has
been rolled forward to 31 December 2013 allowing for cash flows and changes in market conditions.

Minor demographic effects such as actual salary increase and actual mortality experience have not
been allowed for in the roll-forward, except to the extent that they are captured in the cash flows. If
actual demographic experience differs significantly from the actuarial assumptions, then the results
of the roll-forward could differ materially from the results of a full actuarial valuation of the Scheme
carried out at the measurement date.

The defined benefit section of the scheme is closed to new members. The age profile of the active
membership is rising, and under the projected unit method the current service cost will increase as
the members of the scheme approach retirement. v

During calendar year 2013 there have been no special events that require special accounting
treatment.
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T-Systems Limited

Notes to the financial statements
for the year ended 31 December 2013 (continued)

Pensions (continued)
The financial assumptions used to calculate scheme liabilities under FRS 17 are as follows:
Valuation method ‘ : Projected Projeéted
‘ ' ‘ Unit .~ Unit
2013 2012
Discount rate | 4.5% p.a. 4.7% p.a.
Retail Price inflation | o 34%pa.  32%pa.
Consumer Price inflation 2.4% p.a. 2.5% p.a.

Increases to pensions

- April 1997 — September 2005 (LPI 5%) 3.1% p.a. 3.0% p.a.
- Post October 2005 (LPI 2.5%) " 20%pa21%pa.
Salary increases : ' 3.9% p.a. 3.7%.p.a'.
Life éxpéctancy of a male.aged 65 at end of year | 23.4yrs - 23.2yrs
Life expectancy of a female aged 65 at end of year ' 258 yrs 25.6 yrs

Mortality pre-retirement has been calculated using the AX00 Standard Table. Mortality post-
retirement has been calculated using SAPS tables with CMI 2010 projections based on year of birth
with a 1.5% pa long term improvement trend and 0.25% constant addition.

For IAS 19 (Revised 2011) purposes there is no longer any requirement for an expected return on
assets assumption, as assets are assumed to increase in line with the discount rate rather than in
line with a separate expected return on assets assumption. In order to maintain consisténcy between
the figures reported by the Company and those reflected by its parent DTAG, the expected return on
assets assumption for FRS 17 purposes has been set equal to the discount rate of 4.5% (2012:
4.7%). This is the same methodology as used for the 31 December 2012.disclosure.
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T-Systems Limited

Notes to the financial statements

for the year ended 31 December 2013 (continued)

Pensions (continued)

The scheme assets contain none of T-Systems Limited’s own financial instruments or assets or

property used by T-Systems Limited.

The assets in the scheme at 31 December 2013 were:

2013

2012

£000 £000
Equities (UK and Overseas) | 21,758 19,521
Bonds 13,620 12,992
Cash/Other 94 147
Total market value of assets 35,472 32,660
Present value of scheme liabilities (35,7;14) (31,406)
(Deficit)/surplus in the scheme (302) 1,254
Related deferred tax asset/(liability) 61 (288)
Net pension (dgficit)lsurplus (241) 966
Reconciliation of prese.nt v‘alue of scheme liabilities:
2013 2012
£000 £'000
1 January - 31,406 25,916
Current service costs 249 270
Interest costs 1,422 1,272
Plan participants’ contributions . 55 59
Actuarial Io_ss 3,208 1,095
Gross benefits paid (566) - (498)
Acquisitions ‘ - 3,780
Curtailment credit - . r - (488)
31 December 35774 31,406
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for the year ended 31 December 2013 (contmued)

{

Pensions (continued)
Reconciliation of fair value of scheme assets:
- 2013 2012
£000 £000
1 January 32,660 26,113
-E-xpected return 1,533% 1,362
Actuarial gain . 1,357 1,486
Employer contribution 457 - 358
Plan participants’ contributions 55 59
' Adminisfration costs paid (24) -
Acquisitions - 3,780
Gross benefits paid (566) (498)
31 December 35,472 32,660

Administration expenses are now allowed for within the benefit expense and are separated out from

the service cost where they were previously included.

The actual return on plan assets was £2,891,000 (201 2: £2,850,000). It is estimated that the

company will contribute £389,000 to the company s defined benefits plans during the year ending 31

December 2014.

The following amounts have been recognised in the profit and loss account:

2013 2012

£000 £000
Cufrent Servicé cost 249 270
Administration costs paid 24 -
Curtailment ‘credit - (488)
Total charge/(credit) to operating profit/(loss) 273 (218)
Expected return on pension scheme assets 1,533 1,362
Interest on pension liabilities (1,422) (1,272)
Net interest charged to fnterest receivable m 90

28



- T-Systems Limited

Notes to the financial statements
for the year ended 31 December 2013 (contmued)

15 Pensions (continued)

The following amounts have been recognised in the statement of total recognised gains and losses:

2013 2012
£000 £000
Actual réturn less expected return on pension scheme assets 1,357 1,486
Expected losses arising on scheme Ivi‘abilities ‘ . . (1,204) (408)
Changes in assumptions underlying the present value of scheme liabilities (2,004)' (687)
Actuarial (Ioss)/géin recognised in the statement of total recognised gains and
losses C (1,851) 391
Cumulative actuarial gain recbgnised in the statement of total recognised gains and Insses: 7
| 2013 2012
£000 £'000
At beginning of year ‘ 4,551 4,160
Actuarial (loss)/gain for the year ) A . (1,851) 391
4,551

~ At end of year : ' ' 2,700
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Notes to the financial statements
for the year ended 31 December 2013 (continued)

Pensions (continued)

A Details of experience gains and losses for the year to 31 December

2013 2012 2011 i 2010 2009
Present value of defined ~ _ '
benefit obligations (35,774) (31,406) (25,916) (24,177) (21,092)
Fair value of scheme “ : .
assets - 35,472 32,660 26,113 24,741 21,385
(Deficit)/surplus in A : -
scheme (302) 1,254 197 564 293
Experience adjustmenté ,
on plan assets 1,357 1,486 - (414) 1,464 1,728
Ekperience adjustments : _ : '
on plan liabilities (1,204) (408) 2121 (37) (16)

Total amount

recognised in the ,

statement of total - (1,851), 391 (905) (139) (237)
recognised gains and - :

losses
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16 Provisions for Iiabili'ties

Asset Onerous Total
" retirement lease ’
obligations  provision

£000 £000 £'000
‘At 1 January 2013 3,271 1,811 ' 5,082
Aris@ng ,du-ring the year 192. ‘ - 192
Utiised in the year ‘ (281) ©aa) (1.125)
At 31 Decernber 2013 3,182 . 967 4,149

Asset retirement obligations

A provision is recognised for the costs to return leased premises to their original state and condition
on the termination of the respective leases. Commitments in respect of these asset retirement
obligations are due after one year.

Changes in the provision arising from revised estimates or discount rates or changes in the expected
timing of expenditures. that relate to the property are recorded as adjustments to their carrying value
and depreciated prospectxvely over their remaining estimated useful economic lives; otherwise such
changes are recognised in the income statement. The unwinding of the discount is mcluded within
the profit and loss account as a financing charge.

Onerous lease provision

The company has provided for future lease payments in respect of two properties used for print
operations in Bristol and Bromborough that were vacated during 2012. Amounts have been provided
for in full (net of the minimum rental income receivable from the sublets of both sites) until the
expiration of the leases in April 2023 and March 2033 respectively. .
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17 - Commitments under operating leases

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

2013 2012
) Land and Other Land and Other

) buildings v " buildings
| £000 £000 . £000 £'000

Operating leases which expire:

Within one year | | 3,852 211 3,852 120
In two to five years : 480 - 566 480 513
In over five years o 2,604 - 2,488 IR
693 . 777 6820 633

18 Related party transactions

The company has taken advantage of the exemption from disclosing related party transactions with
fellow group members under FRS 8 on the grounds that the group is wholly owned by Deutsche
Telekom Aktiengesellschaft whose consolidated financial statements are publicly available.

"During the year ended 31 December 2013 the Company traded with Everything Everywhere Limited,
a joint venture owned 50% by T-Systems lelteds ultimate parent company Deutsche Telekom
Aktiengesellschaft.

The Company received and provided computer and telecommunication services in the normal
course of business, as arms length transactions. Sales to Everything Everywhere Limited during the
year totalled £141,546,000 (2012: £139,073,000) and gross receivables at 31 December 2013 were
£57,336,000 (2012: £52,375 ,000).

Certain charges are subject to ongoing dispute with Everything Everywhere Limited. The directors
believe that the Company will recover at least the amount included in these financial statements on
resolution of the dispute. In the opinion of the directors, fuller compliance with the disclosure
requirements of FRS 8 ‘Related Party Disclosures’ in regards to Everything Everywhere Limited
would be seriously prejudicial to the Company’s interests. )

19 Share based payments _ ‘ o

In the 2004 financial year, Deutsche Telekom Aktiengesellschaft introduced its first Mid-Term
“Incentive Plan (MTIP) to ensure competitive total compensation for the members of the Board of
Management, senior executives of Deutsche Telekom Aktiengeselischaft, and other beneficiaries
mainly from the United States and United Kingdom. The MTIP is a global, Group-wide compensation
instrument for Deutsche Telekom Aktiengesellschaft and other participating Group entities that
promotes mid and long-term value creatlon in the Group, and therefore aligns the interests of
management and shareholders.

32



T-Systems Limited

Notes to the financial statements
for the year ended 31 December 2013 (continued)

19 Share based payments (continued)

The MTIP is 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 beneficiaries by the respective employers is paid out; if one
performance target is achieved, 50% of the amount is paid out, and if neither performance target is
achieved, no payment is made. '

The carrying amount of the liability relating to the cash-settled share-based payments at 31
December 2013 is £221,000 (2012: £144,000). No cash settled share-based payments had vested
at 31 December 2013, nor at 31 December 2012.

20 Called up share capital

2013 2012

‘No. £000 No. £000

Allotted and ftjlly paid ‘
Ordinary shares of £1 each 550,001 550 550,001 550

21 Reconciliation of fnovement on reserves
Called up Share Profit and
_ share premium ’ loss
capital - accountOther reserves account
£000. £'000  £000 £’006
1 January 2013 550 15,000 230,754 . (230,828)
Other recogﬁised gains and Iossés _ _ _ (1,481)
Profit for the financial year - - - 6,052
31 December 2013 550 15,000 230,754  (226,257)
Pension deficit ' (241)
Profit and loss reserve excluding pension i . ’ } }

deficit (226,498)

33



T-Systems Limited

Notes to the financial statements

for the year ended 31 December 2013 (continued) .

22 Reconciliation of movements in shareholders"funds

2013 2012

.":’000 £000

Profif / (loss) for the financial year " 6,052 (26,934)
Other recognised gains and losses (1,481) 302
*Capital contribution - 38,400
Net increase in shareholders’ funds 4,571 11,768
Shareholders’ funds at end of year 20,047 15,476

23 Ultimate parent undertaking

The company is wholly owned by T-Systems International GmbH which is the smallest group in
which the results of the company are consolidated for statutory purposes. Deutsche Telekom °
Aktiengesellschaft is the company's ultimate parent company. Deutsche Telekom Aktiengesellschaft
is incorporated in Germany and heads the largest group in which the results of the company are
consolidated for statutory purposes and is the ultimate parent undertaking and controlling party of
the company. The consolidated financial statements of Deutsche Telekom Aktiengesellschaft are
available to the public and may be obtained from Friedrich- Ebert-Allee 140, 53113 Bonn, Germany.

34



