Transforming business,
making life simple

Technology One Limited

2013 Half Year Report

TechnologyOne (ASX:TNE) is one of Australia’s largest publicly listed
software companies, with offices across six countries including each
state and territory of Australia as well as New Zealand, the South Pacific,
Asia and the United Kingdom.

Enterprise Vision
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For 25 years, we have been providing powerful and deeply integrated enterprise
software solutions that are used every day by more than 800 leading
corporations, government departments and statutory authorities.
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An Enterprise Vision
We believe in the power of a single, integrated
enterprise solution built on a single modern
platform with a consistent look and feel.

Letter to shareholders
On behalf of Technology One Limited (TechnologyOne), I am pleased to announce our results for the
half year ending 31 March 2013.
TechnologyOne has posted continuing strong growth with Profit Before Tax up 17%. Our half year result
positions us to deliver continuing growth in both revenue and profit for the full year, which is discussed
in more detail later in this letter.

Analysis of half year results
Highlights of our results
include:
Net Profit Before Tax up 17%

Our results by revenue stream
are as follows:
Annual Licence fees up 18%

We have continued to invest
heavily in a number of key
strategic areas, including:
TechnologyOne Cloud

Revenue up 3%

Initial Licence fees down 12%

Total Expenses up 1%

Consulting Services fees up 4%

The continued evolution
of our Ci Enterprise Suite

Expenses excluding R&D
up 1%

TechnologyOne Plus
(Project Services) down 10%

Our new preconfigured
solutions

R&D expenses up 4%,
which is 22% of revenue

Other Revenues* line ball

Our United Kingdom business
We continue to take a
conservative approach, with
all costs associated with these
investments being fully expensed
as incurred. We expect significant
revenue streams to emerge from
these investments in future years.
These items are discussed in
more detail later in this letter.
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*Other Revenue includes Product Modifications, Interest, Sub Lease rentals etc.
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The power of a single,
integrated enterprise solution
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Commentary
Continued Licence Fees growth expected
over the full year
Our Initial Licence Fees were down in this
half year. As discussed at the AGM, the half year
results cannot be extrapolated for the full year.
Our sales pipeline this year is weighted towards
the second half year. The situation is further
compounded by the fact that in the corresponding
2012 half year we won an unusually large contract
for the replacement of a competitor’s enterprise
solution. This resulted in the booking of a million
dollar-plus licence fee in the first half of 2012.

Continued Annual Licence Fees growth
In keeping with our very high customer retention
and satisfaction rates, our reoccurring Annual
Licence Fees once again grew strongly by 18%.
Our investment in our next generation product,
Ci², and our Compelling Customer Experience
program are critical to our ongoing success in
this area.

Our sales pipeline for the second half year supports
continuing growth in Licence Fees over the full year.

Net Profit Before Tax

Annual Licence Fees

up 17%, $1.6m

up 18%, $4.5m
Compound Growth 8%

$m
12

Compound Growth 18%

$m
30
27

10

24
21

8

18
6

15
12

4

9
6

2

3
0 FY

4

04

05

06

07

08

09

10

11

12

13

0 FY

04

05

06

07

08

09

10

11

12

13

Technology One Limited 2013 Half Year Report

Market Focus and Commitment
We participate in only seven key markets, where we can make a
significant contribution by having a deep understanding and engagement
and by delivering to our customers integrated, preconfigured solutions
that provide proven practice, streamline implementations and reduce
time, cost and risk.

Continued Consulting Services growth
We have seen continuing growth in Consulting
Services around our Ci products, up 4%.
The introduction of a new Operating Officer
to run this business in the last 12 months and a
significant restructure to transform this business
unit to improve efficiencies and service levels is
delivering improved performance by this business
unit with profit margins improving, and profit up
43% in the half year.

TechnologyOne Plus
TechnologyOne Plus has continued to be
impacted by the economic climate, with revenue
down 10%. Given the market conditions for
non-TechnologyOne product-related services,
we expect this group will have a continuing
challenge over the full year. We have factored
this into our full year market guidance below.

Initial Licence Fees

Consulting Services

down 12%, $2.2m

In the longer term, we remain focused on
progressively moving this group from its
traditional ‘non-TechnologyOne product-based
services’ to a new strategy of working closely
with the TechnologyOne products in providing
‘value added’ services to our product customers.
In the past, these services have been provided
by other vendors.

up 4%, $1m
Compound Growth 15%
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Preconfigured enterprise
software solutions reduce
time, cost and risk
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Significant achievements
Research & Development (R&D)
R&D continued to be a significant investment for
TechnologyOne at $17.2m for the half year, up 4%.
R&D represents 22% of revenue. R&D continues
to be fully expensed in the period it is incurred.
It is important to note that R&D is an important
driver for our future growth.
R&D continued across our entire Ci Enterprise
Suite, including Smart Mobile Solutions, Financials,
Supply Chain, Human Resource & Payroll, Customer
Relationship Management, Enterprise Content
Management, Student Management, Performance
Planning, Business Intelligence, Enterprise Budgeting,
Asset Management and Property & Rating.
A significant focus of R&D continued on the
continuing evolution of our Ci Enterprise Suite and
the TechnologyOne Cloud, as well as new ideas,
innovations and concepts.
For the full year, we expect R&D to be up 4%, which
will be substantially below the 8% long-term target
we set in 2011.
R&D Expense

up 4%, 22% of Revenue
Compound Growth 15%
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The continued evolution of our
Ci Enterprise Suite
R&D this year continued into new and emerging
technologies, including cloud-based technology
and new innovations and concepts for our
Ci Enterprise Suite. Our strategy is to provide our
customers with a simple, easy and evolutionary
path forward using our proven Ci platform
to embrace new and emerging technologies,
innovations, concepts and a wide range of smart
mobile devices including iPad, iPhone and Android
devices. This continuing evolution of our Ci
Enterprise Suite (codenamed Ci²) will also embrace
the concept of simplicity and extreme ease of use.
Our focus is to deliver enterprise software that is
incredibly simple to use.
Ci² is an important platform for future growth
in the coming years. We are currently formulating
the rollout strategy for Ci². Our plan is to minimise
the risks associated with such a large and ambitious
project while maximising the revenue potential
at the same time.
TechnologyOne Cloud
The TechnologyOne Cloud will deliver the
TechnologyOne Ci Enterprise Suite through
the Cloud to our customers. TechnologyOne
will take responsibility to provide the processing
power, software and services including backup,
recovery, upgrade and support services for our
Cloud customers. This will provide what is essentially
a very simple, cost effective and highly scalable
model of computing. Customers will simply sign
in to get Enterprise Software as a Service.
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The Power of One
We do not use implementation partners or value-added resellers.
We take complete responsibility for building, marketing, selling,
implementing and supporting our enterprise solution for
each customer to guarantee long-term success.

We are continuing to invest strongly in building
the TechnologyOne Cloud, as follows:
We have made significant progress in
optimising the TechnologyOne Enterprise Suite
for the Cloud.
We have now entered into a partnership with a
global Infrastructure As a Service (IAS) provider
to provide the underlying technology and
hardware for the TechnologyOne Cloud.
Data centres have been commissioned in Sydney.
TechnologyOne has now been successfully
running our corporate functions on the
TechnologyOne Cloud for nine months to prove
the scalability and reliability of this platform.
We are now bringing our early adopter customers
onto the TechnologyOne Cloud to further prove
this exciting new platform.
All TechnologyOne Cloud costs are fully expensed
in the period they are incurred.
The pipeline for our Cloud services is building
strongly. We expect the TechnologyOne Cloud to
become another major platform for growth in the
coming years.
TechnologyOne’s journey to the Cloud
TechnologyOne is now very advanced in the
movement of all our own operations to the Cloud.
Our corporate back office functions, as well as all
our Research & Development functions are now
operated in the Cloud.
Over the next nine months we plan to move the
last pieces of our operations, our consulting practice
and presale functions, to the Cloud. This will see
no hardware owned or operated by TechnologyOne
and will make us one of the most advanced adopters

of Cloud Computing in the world. We are already
seeing the significant advantages of moving our
operations to the Cloud, as we move away from
a complex ‘on premise’ model of computing to
a much simpler, more cost efficient and elastic
‘Cloud model’. The savings and efficiencies we will
achieve will be significant in the coming years.
Marketing transformation
Critical to our continuing success is a world class
marketing function to better position our solutions
and products in a rapidly changing and highly
competitive market place. We have now appointed
a new Director of Marketing to implement a new
strategy for Marketing.
Key to our new strategy is to simplify the
‘buyer’s journey’, ensure our events are proactive
and meet the needs of prospective customers in
what is a highly competitive market.
This new strategy will see the alignment of our
marketing and pipeline creation around our vertical
markets and solutions. We are also focused on
creating greater clarity in our marketing messages
and the events we run throughout the year to
build our pipeline of opportunities. Our Vertical
Market Solution Managers and Product General
Managers are now important drivers in building
our pipeline and delivering our messages to each
of our target markets.
We are reassessing all our events to identify a
smaller subset of events that we can manufacture
and bring to market quickly and cost effectively to a
very high standard. These events would be repeated
on a rolling 12-month calendar across our various
markets, geographies and products.
Lastly, we are looking at new ways to measure the
success of our events and use this information to
increase their effectiveness.
7

One vision. One vendor.
One experience.
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Other initiatives
TechnologyOne is also continuing to invest in the following initiatives:
Compelling Customer Experience program,
an ongoing staff development program to provide
our people with the skills to deliver our customers
a great service experience.
TechnologyOne College, our in-house training
college to ensure our people are given the
continuing and ‘just in time’ training they need
to continually improve their skills and expertise.
TechnologyOne Solutions, proven practice
preconfigured solutions by industry sector to
significantly reduce the time, cost and risks
associated with ERP implementations and
dramatically enhance the value our software
delivers to our customers.

Offshore R&D centre, based in Indonesia,
which has allowed us to better support our
existing products. It also provides operating
leverage, enabling us to employ significantly
more staff for the same expenditure, improve
support time and KPIs for our customers
and help deliver against our Compelling
Customer Experience program.
The United Kingdom, as a new entrant to this
challenging market, which has been severely
impacted by the GFC, we have implemented
a new strategy. TechnologyOne remains
committed to the UK market as we see
significant long-term growth opportunities
in the coming years.

TechnologyOne Leadership, an ongoing staff
development program to build our future leaders,
providing them with the skills, behaviours and
techniques to successfully execute against our
ambitious agenda.

Balance sheet strength
TechnologyOne continues to have a strong balance sheet with cash of $49.3m, short term investments
of $1m available for sale and undrawn banking facilities of $7m. Our debt/equity ratio remains conservative
at only 9% and interest cover is 52 times.
Operating cash flow was $11.1m in the half year, versus a Net Profit After Tax of $8.7m. Operating cash flow
will continue to be strong over the full year.
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The Power of Evolution
We provide our customers a strong, continuing competitive advantage
through an enterprise solution that adapts and evolves by embracing
new technologies, concepts and innovation.

Dividends
In light of our strong first half results and our
confidence in our full year outlook, the dividend
for the half year has been increased to 1.77 cents
per share, up 10% on the prior year. This represents
a payout ratio of 63%.
As previously disclosed, an independent review of
our R&D tax claim last year resulted in an additional
tax concession. We have now commenced a review
of prior year R&D tax claims, and early indications
are that we are entitled to further tax concessions.
Though this is a positive outcome, this will mean
our interim dividend will be 85% franked.
The review of prior year R&D tax claims is planned
to be completed within the next 12 months, so
the full impact on our franking account will not be
known for some time. At this time we expect the
full year dividend to be partially franked.
We expect in future years to return to fully
franked dividends. Once the company returns
to fully franked dividends, the Board will again
consider paying a Special Dividend.

The company also continues to investigate other
capital management options.

H1 Dividend
up 10%

Compound Growth 19%
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Enterprise software
as a service

Full year guidance

Outlook

Though the economic environment remains
challenging and uncertain, we are finding that our
enterprise product business continues to remain
resilient. As such, TechnologyOne believes we will
once again achieve continuing growth in the full year
due to the following factors:

Looking out over future years, we are excited by the
significant growth opportunities ahead.

Committed annual licence and support revenue
in the second half
Pipeline of new sales opportunities in the
second half
Careful management of expenses, with total
expenses expected to be up 3% by year end
Careful management of R&D expenditure,
with R&D expected to be up 4% by year end.
We will need to specifically manage the challenge
that the TechnologyOne Plus business again faces
this year, given this part of our business has been
significantly impacted by the economic climate.
We expect our TechnologyOne Plus revenue for
the full year will be line ball to the prior year.
We will also need to manage the challenges of the
UK market. We expect the UK business to continue
to develop and the loss to be reduced once again to
approximately $800k for the full year.
Assuming that the economic climate does not
deteriorate any further and that the current pipeline
remains strong over the full year, we expect Profit
will be up between 10% and 15% for the full year.
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We expect our existing TechnologyOne Ci Enterprise
Suite to continue to be strong in the coming years,
coupled with the significant benefits associated
with our preconfigured solutions, which reduce the
time, effort, cost and risks associated with enterprise
implementations.
We see continuing strong growth in our seven key
vertical markets in Australia and New Zealand.
These markets remain strong and resilient.
We also expect our newer products, such as
Enterprise Content Management, Customer
Relationship Management and Human Resource
& Payroll to become mature and move from
‘loss making’ to profitability.
We also see substantial growth from our
existing customer base in the coming years, as it
increases the usage of our products and services.
For this reason, we are investing heavily in our
Compelling Customer Experience program to
ensure our customers receive the high level of
service they need.
The UK operation will, in the coming years, move
from a loss position to profit and given the size
of this market, will provide us with significant
growth opportunities.

Technology One Limited 2013 Half Year Report

Simplicity, not Complexity
We embrace consumer concepts and expectations to deliver
solutions that are incredibly easy to use and that remove complexity.

Afterword
Delivering our Ci Enterprise Suite on the
TechnologyOne Cloud will also open up
new areas of growth for us in future years.
The next generation of our enterprise suite we are
currently developing, TechnologyOne Ci², will in
future years create a new platform for continuing
growth for us by leveraging new and exciting
technologies and concepts to further increase our
advantage against our competitors. It will also
secure our large existing customer base for the
future by providing a simple and easy way forward
using our powerful Ci platform.
Our new offshore R&D centre will allow us to reduce
our R&D expenditure as a percentage of revenue,
without impacting on any of our strategic initiatives
and at the same time improve the level of support
our customers experience.

I would like to once again acknowledge the
hard work, passion and commitment of the
TechnologyOne team and the great work being
done to build, market, sell, implement and support
our world class suite of enterprise software.
Our people are deeply committed to our vision
of building truly great products and delivering
great services that transform business and
make life simple for our customers.
Finally, I would also like to thank you, our
shareholders, for your continuing support.

Adrian Di Marco
Executive Chairman

Given our ambitious agenda, our new
TechnologyOne Leadership Development program
will allow us to actively develop the strong leaders
we need to execute to the high levels we demand.
I believe these events will have a significant positive
impact, allowing us to continue to grow our revenue
and profit and substantially improve our profit
margin in the coming years.
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Enterprise software,
incredibly simple

TechnologyOne (ASX:TNE) is one of Australia’s largest publicly listed software companies,
with offices across six countries including each state and territory of Australia, as well as
New Zealand, the South Pacific, Asia and the United Kingdom. For 25 years, we have been
providing powerful and deeply integrated enterprise software solutions that are used every day
by more than 800 leading corporations, government departments and statutory authorities.
TechnologyOne’s mission is to provide our customers with solutions that transform their
business and make their working life simple. We do this by embracing new technologies, building
innovative products and delivering outstanding services. Our philosophy is to ensure simplicity
for our customers by providing deeply integrated enterprise software that is incredibly easy to
use, yet powerful. We are focused on participating in only seven key markets; government, local
government, financial services, education, health and community services, utilities and managed
services. With our commitment to these key markets we develop, market, sell, implement and
support preconfigured enterprise software solutions with the TechnologyOne difference the Power of One - One Vision. One Vendor. One Experience.

One Vision. One Vendor. One Experience.

TechnologyOneCorp.com
Australia | New Zealand | South Pacific | Asia | United Kingdom
Freecall 1800 671 978 (within Australia) | +617 3167 7300 (outside Australia)

