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BMC Software Limited

Strategic report

For the year ended 31 March 2022

The Directors herewith present their Strategic Repont for the year ended 31 March 2022,

Review of the business

BMC Software Limited (the "Company’’} 1s a member of the group of companies headed by Bantt Parent
Inc. (“Banff™), doing business under the name BMC Software (the “Group™} The Group, through its global
substdiaries, including the Company. provides 1T operations management software solutions and related
services to help rts customers monitor, manage, automate and secure thewr mission-critical 1T workloads
across hybrid environments, whether mobile, multi-cloud, clhent-server or mainframe

The principal activity of the Company during the year continued to be to provide sales support services to
BMC Software Distribution B.V. ("BV”), another member of the Group; providing professional services
{("“PS™), consisting of installation and related training, to customers, and providing research and development
{(*"R&D™) services to 1ts immediate parent undertaking, BMC Software, Inc. {“'INC”). There are no plans for
the Company to amend its trade in the foreseeable future. The financial statements of the Company also
include the assets. liabilities and results for the year of the Company’s branches in Russia, South Africa,
Dubai and Saudi Arabia

Banff. the indirect parent undertaking of the Company, acquired all of the equity interests in Compuware
Seftware Group LLC (“Compuware”) on 1 June 2020 Following this acquisition, on | April 2021, the
Company acquired certain assets and liabilities from Compuware’s subsidiary, Compuware UK Limited,
pursuant to an asset purchase agreement between the Company and Compuware UK Limited. The Company
recognised goodwill of £1,141,680 in connection with this acquisition

In October 2021, the Company terminated the office lease agreement of its office facility in Winnersh prior
to 1ts expiration date without future rental payment obligations, effective as of the date of termimnation, In
Aprit 2022, the Company entered 1nto a new lease agreement for a new office facility with a lease term of
5 years The Company will benefit from a {2-month free rent period and a contribution from the landlord
to buwild out the leased premises,

The income statement for the year ended 31 March 2022 and the statement of financial position at that date
are set out on pages 17 and 19, respectively. The profit on ordinary activities before tax for the year
amounted to £4,116,744 (2021 loss of £6,810,143) After a taxation charge of £1,924, 883 (2021. £426,164),
a profit of £2,191,861 (2021. loss of £7,236,307} has been added to (2021: deducted from) the reserves.

The Company's key financial and other performance indicators durmg the vear were as follows

2022 2021 Change
f £ %
Turnover 82,752,001 74,231,425 +11%
Operating profit 3.907,991 3,236,726 +21%
Profit / {loss) after tax 2,191,861 (7,236,307 +130%
Equity shareholder’s funds 23,083,897 41,015,682 -44%
Current assets (excluding amounts falling
due after one year} as % of current habilities
(‘quick ratio”} 82% 149% -45%
Net current (labilities) assets {4.508,279) 14,465,308 -131%
Average number of emplovees 72 355 +5%

Total turnover wncreased by 11%, mainly due to higher commussion agency fees and reimbursement for
rechargeable expenses as a result of higher personnel expenses in the current year due to an increase in the
number of employees, and an increase 1in education turnover due to an increase in customer projects.
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Review of the business — (continued)
Operating protit increased 21% mainly due to an increase in the overall net PS result year-over-year,

Profit after tax increased by 130% mainly due to a partial reversal during the year of the prior year
impairment of the Company’s investments in its subsidiaries, RSM Partners Limuted (“RSM™) and
Alderstone Consulting Limuted (“Alderstone™), and an mncrease during the current year n the overall PS
resulfs year-over-year.

Equity shareholder's funds decreased by 44% primarily due to the distribution of a dividend m specie in the
current year amounting to £20,000,000 to the Company’s immediate parent undertaking, INC, partially
offset by the profits generated in the year In order to distrnibute the dividend in specie, the Directors of the
Company passed a resclution on 29 March 2022 to reduce the Company’s share premium account by
£20,000,000 n favour of the profit and loss account,

The quick ratio and net current assets decreased by 45% and 131%, respectively, as a result of a significant
decrease n the current assets primarily related to the distribution of a dividend i specte m the current year
amounting to £20,000,000 to the Company’s immediate parent undertaking, INC.

The average number of employees during the year increased by 5% compared to the prior year. maly due
to new hiring 1n the sales organization,

The Company faces a challenging macroeconomic environment and continued its focus on its customers’
needs to reduce costs, increase business unpact, improve service quality, manage risk and provide greater
transparency

The Company derives the majority of its income from a commission agency fee payable by BV as
remuneration for sales support services provided by the Company to BV plus reimbursement of sales
support and related expenses from BV. The Company also derives 1ts mcome from R&D services to its
immediate parent undertaking, INC. In addition, the Company earns turnover from praviding professional
services, including installation and related education, to customers, which 15 recorded net of value-added
tax.

The Company pays particular adherence to numimise the impact on the environment from its activities,
whilst continuing to address health, safety and economic 1ssues.

Principal risks and uncertainties

The principal risks and uncertainties facing the Company and the Group are broadly grouped as competitive,
legislative, tax, financial instruments and economice risk.

Competitive risk

The ndustry in which the Company operates remams highly competitive and is dominated by a small
number of large multi-national companies, the size of which could make future consohdation of the industry
a possibility.

Legislative risk
In the Europe, Middle East and Africa ("EMEA”™) region. the software mnstalled and professional services
delivered to customers are not required to meet any specific European Umon (“EU™) standards However,
the products are sold subject to owr reliance on certain copyrights, patents, trademarks, trade secrets,
confidentiality procedures and contractual procedures bemg 1n place to protect the Group's intellectual
property rights

It may be possible for unauthorised third parties to nusappropriate, copy or pirate certain portions of the
Group's products or to reverse engineer or obtam and use technology or other information regarded as
proprietary by the Group. The Group’s mtellectual property rights may not survive a legal challenge
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Principal risks and uncertainties — (continued)

Legislative risk — (continued)

regarding thewr validity nor provide sufficient protection to the Group n case of any legal action. Failure to
mamtain the Group’s mtellectual property rights in any jurisdiction (whether in a legal challenge or
otherwise) could have a matenal impact on the Group’s and the Company’s business and financial results,
and any such legal challenges or actions could become costly.

In addition, the laws or practices of certain countries do not protect the Group’s proprietary rights to the
same extent as do the laws of the United States. Changes in laws protecting intellectual property rights m
any Jurisdiction could have material consequences for the Group’s business and financial results Similarly,
the Group’s success and ability to compete are also dependent upon the abihty to operate without frmging
upon the proprietary rights of others. Third parties may claim that current or future products or services
mnfringe upon their intellectual property rights. Any such claim, with or without ment, could be costly to
defend and may have a significant effect on the Group's and the Company’s busimess and financial results.

As per 25 May 2018, the General Data Protection Regulation (the “GDPR") 15 1n force in the EU. The
GDPR mandates that Data Controliers (all the entities that control or process personal data) must have
organisational processes i place and unplement the proper technical measures m order to protect EU
cttizens’ personal data and applies to businesses that collect and use personat information from citizens of
the EU. regardless of where the business itself 1s [ocated.

The legal bases for collecting personal data are mainly consent, to fulfil the legitimate interests of someone
wtthout intruding upon individual rights and freedoms and fulfilinent of a contract.

The GDPR requirements are complex, i part due to multinational companies, including the Group, using
multiple systems in which data 1s processed. The risk of non-compliance with the GDPR could lead to legal
actions against the Group and the Company.

Tax risk
The Company operates under a tax framework which 1s subject to changing tax legislation.

The Company utilises a Group tax function which regularly monttors transter pricing requirements and
developments to ensure that appropriate actions are being taken and appropriate documentation 1s being
maintamned to meet local reporting and compliance requirements.,

The Group tax tunction 1s advised by leading external advisers, as required, with regards to changes in
legislation that affect the Company’s business, including the local tax compliance requirements

Financial instruments risk

The Directors have considered and reviewed the provisions relating to the financial nsk management
objectives and policies of the Company, including any associated use of financial mstruments, As part of
this review, the Directors hase also considered the exposure of the Company to price 11sk, credit risk,
liquidity risk and cash flow nisk, in order that an overall assessment can be made of the Company's assets,
Labilities, results for the vear and its financial position at the end of the year.

Given the size of the Company, the Directors have not delegated the responsibility of monitoring financial
nisk management to a sub-comnuttee of the Board of Directors. The policies set by the Group, headed by
Banff, are implemented by the Group's EMEA headquarters, The Group has a policy and procedures manual
that sets out specific guidelines to manage price, credit, liquidity and cash flow risk and circumstances
where it would be appropriate to use financial mstruments to manage these risks

Price risk arises on financial instruments because of changes in, for example, interest rates or foreign
currency exchange rates The Company is also exposed to price nisk as a result of the activities of
competitors High levels of competition can reduce the margins of the Company.
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Principal risks and uncertainties — (continued)

Financial instruments risk — (continueid)

Credit risk 1s the risk that one party to a financial instrument will cause a financial loss for another party by
farling to discharge an obligation The Group to which the Company belongs has implemented policies that
require appropriate credit checks on potential customers before sales are made. The amount of exposure to
any individual counterparty is subject to a limit, which 1s continuously reassessed by the credit control
department,

Liquidity risk 1s the risk that an entity will encounter difficulty in meeting obligations associated with
financial liabilities. The Directors continuously review the amounts owed to and from subsidiaries and
refated Group undertakings and take action as required to repatnate or make good any mtercompany
accounts as necessary in order to meet the Company’s obligations.

Cash flow risk is the risk of exposure to variability in cash flows that 1s attributable to a particular risk
assaciated with a recognised asset or hability such as future mterest payments on a variable rate debt. The
Company has a policy of mamtaining both interest-bearing and non-interest-bearing intercompany debt,
penodically settled, to finance the Company's short-termi operations The Directors, under the direction of
the Group, will revisit the appropriateness of this policy should the Company's operations change 1n size or
nature

The Company does not use derivative contracts

Econonuc risk

The COVID-19 pandemuc 1s ongoing in all principal regions of the world in which the Group, of which the
Company 1s a member, conducts business. The pandemic has resulted in authorities around the world
implementing numerous unprecedented measures such as travel restrictions, quarantines, shelter-in-place
orders and factory and office shutdowns. These measures have impacted and will continue to impact the
Group’s workforce and operations, and the degree to which the pandemic ultimately impacts the Company’s
business and results of operations will depend on future developments beyond the Company’s control,
including the severity of the pandenc, the extent of actions to contain or treat the virus, how quickly and
to what extent normal economic and operating conditions can resume and the severity and duration of the
global economic downturn that results from the pandemic.

[t 15 not possible to ensure that the fallout from various governments' attempts to contam the spread of
COVID-19 worldwide will not have further effects on the Group’s credit ratings or other material
consequences for the holders of the Group’s indebtedness The spread of this and other contagious diseases
into areas where the Group operates could affect the timing of customer purchases as well as the overall
demand for the Group’s solutions, which could materially adversely impact the Group’s bookings, turnover,
operatig results and cash flows.

The ongoing conflict 1n Ukraine also mtroduced new challenges to the economic environment, such as
increased interest rates, inflation and supply chain 1ssues; however, the Directors have determined that this
15 not expected to have a significant impact on the Company’s future activities,

The Directors are closely monitoring the patential unpact, including market developments, of the COVID-
19 pandemic and the ongowng conflict in Ukraine on the Company’s results and cash flows The Company’s
mdirect parent undertaking. Banff, has indicated its willingness to provide financial support, as necessary,
for a period of at leust twelve months from the date of approval of the financial statements. The Directors’
top priority remains the health and safety of the Company’s employees and customers
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Directors’ duties
The Directors of the Company must act mn accordance with a set of general duties applicable to all UK

companies These duties are detarled in section 172 of the UK Compames Act 2006 and are summarised
below

A Director of the Company must act in the way they consider, in good faith, would be most likely to promote
the success of the Company for the benefit of its shareholders as a whole and, in downg so, have regard to:

s The likely consequences of any decisions mn the long-term;

¢ The nterests of the Company’s employees,

¢ The need to foster the Company’s business relationship with suppliers, customers and others:

s  The impact of the Company’s operations on the community and environment;

e The desmability of the Company maintaining a reputation for high standards of business conduet;
and

e The need to act fairly with the shareholders of the Company.

As part of their induction, a Director 1s briefed on their duties and they can access professional advice on
these, either from a Company Secretary or, if they judge necessary, from an independent advisor.

The following paragraphs summarise how the Directors see how they have fulfilled their duties:

Long-term consequences - risk munagement

The Company provides critical services to its customers, often 1n highly regulated environments. As the
Company grows. the business and the rnisk environment also become more complex It s therefore vital that
the Company effectively identifies, evaluates, manages and mitigates the risks the Company 1s facing.

Further details of the Company’s principal risks and uncertainties are set out on pages 3, 4 and 5.

Employees

The Company is commuitted to bemg a responsible business. The Company’s behaviour is aligned with the
expectations of its employees, customers, investors, commumties and society as a whole. Employees are
the heart of the Company’s success. For the Company’s business to succeed, the Company needs to manage
its employees’ pertormance and development and bring forward talent while ensuring the Company 1s
operating as efficiently as possible. The Company has invested in training opportunities for its employees
and has asked for employees’ feedback on the Company’s operations via surveys.

Mare details regarding the Company’s employees are set out on page 27.

Business relationships

The Company's strategy is to grow, both through new customers as well as expanded services to existing
customers, and to maintain excellent relationships wath suppliers To do this, the Company invests n the
development and mamtenance of strong customer relationships as well as in supplier relationships,
includmg strategic partnerships, via the Group’s procurement function

The Company also values all of its suppliers and has multi-year contracis with key suppliers

Community und environment

The Company’s appreach is to use its position of strength to create positive change for its employees and
communtties with which 1t interacts. The Company wants to leverage its expertise and enable emiployees to
support the community around it. The Company encourages its employees to give back to the community
with measures such as providing employees with paid time off for volunteer activities
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Directors’ duties — (continued)

Retation

The Company 1s a member of the Group that values high standards of business conduct. All employees of
the Group, including those of the Company, complete mandatory annual trainings on ethics and business
standards The Company and the Group recognise that reputational damage 1s costly and have active policies
in place to prevent such any hanmn to their reputations

Shareholders

The Board of Directors is committed to openly engaging with Banff, the Company’s indirect parent
undertaking, as the Directors recognise the mmportance of a continuing effective dialogue. It 1s important
that the Company understands the ultimate sharcholder’s strategy and objectives as the Company is part of
the Group operationally headed by Bantf, the indirect parent undertaking, so these must be explained
clearly, feedback must be heard and any 1ssues or questions raised properly considered. Strategy and
abjectives are shared and discussed penodically during the year by the Executive Leadership team of the
Group to all employees and also separately to senwor staff

Streamlined Energy and Carbon Report (“SECR")

Responsihl managing the environmental impact of our office space

The Company recogmses that its office facilities contnibute to the generation of greenhouse gas (“GHG™)
emmussions. 1o addition to other key environmental impacts,

The Directors are committed to ensuring that the office space the Company occupies 15 operated mn a
sustamable manner. The approach to this is guided by environmental stewardship algned with the
sustainable devetopment goals. The Company complies with local laws as a nunimum standard and the
Directors continually review the approach to managing the impact of the Company's office space,
considering emerging risks and opportunities associated with, for example, 1ts carbon footprint

Disclosing our energy use und carbon ennssions

The Compames Act 2006 (Strategic Report and Directors’ Report) Regulations 2013 introduced the
obligation for quoted companies to report on thewr GHG emissions These requirements have been extended
to certain unquoted companies, including the Company, by The Companies and Limited Liability
Partnerships (Energy and Carbon Report) Regulations 2018,

The purpose 1s to report the performance on the UK energy use of the Company and related GHG emassions.

Orgamizational boundary & our methodology for reporting

We consolidate our energy and emussions reporting boundary according to the operational control approach
for the Company’s registered office. The energy and GHG gas emussions data presented relate to the
operations of the Company and 1ts employees from 1 Apnl 2021 to 31 March 2022, which 1s aligned with
the Company’s financial reporting year, and also mnclude the prior year data,

The methodology to quantify our energy and GHG emussions 1s aligned with the “"Environmental Reporting
Gwdelines: including mandatory greenhouse gas emuissions reporting gwidance” (March 2019} issued by
the Department for Business, Energy & Industrial Strategy (the “BEIS™), as well as the WBCSD/WRI
Greenhouse Gas Protocol Corporate Standard.

In cases where actual metered informatron was not available to calculate all our energy and GHG enussions,
we adopted a tiered esttmation approach, using the same data for the corresponding month of the previous
reporting period or benchmark estimations
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Streamlined Energy and Carbon Report (“SECR”} — (continued)

Performance

We continue to make a concerted effort to manage our carhon footprint associated with the use of our office
facilitics to service customers,

Energy consumption (KWh) Year ended Year ended
31 March 31 March

2022 2021

Combustion of gas and other fuels 144,664 391,731
Consumption of elecineity for own use 799,576 345,246

Initiatives progressed in this reporting year to reduce the Company’s energy consumption of its office
facdlities were mainly related to the adjustment of the Company’s operations m response to the global
COVID-19 pandemic,

Greenhouse gas emissions Year ended Year

31 March ended 31

2022 March 2021

Scope 1 Combustion of gas and other fuels (tCO1e) 26.50 7203

Scope 2 Electricity purchased for own use (tCOze) 169.77 85.28
Scope 3 Business travel employee-owned vehicles (tCOhe) - -

Total Gross {tCOze) 196.27 157.31

Intensity metric (tCOze/m?) 0.00801 1 0000213

The Directors continually review and refine the approach and reporting related to the environmental impacts
of the business, considering emergig nsks and opportunities that support the achievement of the
Company’s core corporate philosophy.

Approved on behalf of the Board

L

Arno Jan ter Avest

Director

Date: 31 March 2023
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The Directors herewith present their report and the audited financial statements for the year ended 31 March
2022

Directors of the Company

The names of the persons who were directors at any time duning the year ended 31 March 2022 and up to
the date of approval of the financial statements are set out below Unless indicated otherwise, they served
as directors for the entire period

Directors: Jonathan Rendie (resigned 30 April 2021), Stephen Nicholas McEvoy (appointed 30 Apnil 2021),
Arno Jan ter Avest and Ted Cory Bleuer.

Dividends

During the year, the Company distribuied a dividend in specie to its immediate parent undertakimg, INC,
amounting to £20,000,000 (2021: £nil), which was offset against an existing intercompany receivable from
INC, setthng the receivable.

The Directors do not recominend any further distribution of a dividend for the current year (2021 £nil).

Future developments

It 15 the intention of the Directors to continue to develop the current activities of the Company and to
condribute to the global policy of being able to nnovate and aggressively drive efficiencies thrawghaut the
Group. n order to operate i a rapidly changing industry. The Directors intend to continue to develop the
current activities of the Company with a view to increasmg future profitability and consider that they are
well placed within the market to meet these challenges and continue to do so in the subsequent financial
year

Events since the Statement of Financial Position date

In April 2022, the Company entered into a new lease agreement for a new office facility with a lease term
of 5 years. The Company will benefit from a 12-month free rent period and a contribution from the landlord
to build out the leased premises.

In November 2022, the Company decided to liquidate the Russian branch.

In March 2023, the Company received an mtenim dividend from its subsidiary, BMC Software GmbH,
the amount of 2,375,000 euros, and the Company declared and paid a dividend to its immediate parent
undertakimg, INC, of the equivalent in British pounds sterling of £2,087,980.

There have been no other significant events subsequent to 31 March 2022 which would require additional
disclosure m the financial statements,

Financial instruments

Details of the nisks associated with financial instruments are provided n the Strategic Report on pages 4
and 5

Going concern

The Company’s business activities, together with the factors hikely to affect its future developinent, its
financial posmion, financial risk management objectives, details of 1ts financial mstruments and its
exposures to price, credit, liquidity and cash flow risk are described in the Strategic Report on pages 2 to 5.
The response to the impact of the COVID-19 pandemic as well as the ongoing Ukraine conflict is also set
out in the “Principal nsks and uncertainties” section in the Strategic Report. To the best of the Directors’
current knowledge, the COVID-19 pandemic and the Ukraine conflict are not expected to have a matenal
adverse impact on the Company’s ability to continue as a going concern,
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Going concern — (continued)

The Directors have prepared the financial statements on a going concern basis as they expect that the
Company will continue in operational existence for the foreseeable future. Banff, the Company’s indwrect
parent undertaking, has given 1rrevocable guarantees to provide financing to the Company for a period to
31 March 2024 which will allow the Company to meet 1ts obligations as they fall due and further the
Company’s development The Directors deem it appropriate to prepare the financial statements on a going
concern basis after the analyses performed by the Group regarding the ability of the Group to continue
providing support, in which the the impact of the COVID-19 pandemic, the ongoing conflict in Ukrame and
impract on the global economy were considered and these factors were not deemed to have a significant
mmpact on the financial results of the Group Additionally, given that the Group’s performance metrics were
largely in line with expectations, ncluding the free cash flow generation, 1t was concluded there was no
substantial doubt as to the Group’s ability to support the Cempany.

Directors’ liabilities

The Company has granted an indemmity to one or more of its Directors against hability in respect of
proceedings brought by third parties, subject to the conditions set out in Section 234 of the Companies Act
2006, Such qualifying third-party mdemnity provision remains in force as at the date of approving the
Drrectors” Report.

Political denations
The Cornpany has not made political donations during the financial vear ended 31 March 2022 (2021 ml),

Disabled employees

The Company gives full consideration to applications for employment from disabled persons where the
candidate’s particular aptitudes and abilities are consistent with adequately meeting the requirements of the
job. Opportunities are available to disabled employees for training, career development and promotion

When existing employees become disabled, it is the Company s policy to provide continuing employment
wherever practicable in the same or an alternative position and to provide appropriate tramning 1o achieve
this aum.

Employee consultation

The Company places considerable value on the involvement of its employees and has continued to keep
them wformed on matters affecting them as employees and on the various factors affecting the performance
of the Company. Employee representatives are consulted regularly on a wide range of matters affecting
their current and future interests Specific matters discussed this financial year have been the ntegration of
Compuware product portfolio into the Company s product portfolio after the acquisition of Compuware UK
Limited as well as the use of office space after the outbreak of COVID-19. No significant issues have been
experienced m connection with the integration, which has been aided, wn part, by emplovee consultation,

The employee bonus scheme has been running successfully since its inception. Certain employees receive
a bonus related to Group performance and to their individual contribution.

Fostering the business relationships with customers, suppliers and others

The Company values 1ts customers and is continuously engaging with them to evaluate the Group’s
soluttons and services. The Group to which the Company belongs 1s regularly subject to surveys of
customers via independent companies, and takes appropriate actions based on the results of such surveys.
The Group also regularly solicits feedback from customers in order to best meet the needs of its customers.

The Company 15 also actively engaging with suppliers, mcluding n areas such as social responsibility. The
Streamlined Energy and Carbon Report included 1n the Strategic Report includes examples of such efforts.

10
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Disclosure of information to the auditor

So far as each person who was a Director at the date of approving this report 1s aware, there is no relevant
audit information, bemg informatton needed by the auditor in connection with preparing its report, of which
the auditor 1s unaware. Having made enquiries of fellow Directors and the Company’s auditor, each Director
has taken all the steps that he 1s obliged to take as a Director in order to make himself aware of any relevant
audit information and to establish that the auditor is aware of that mformation.

Auditor

Ernst & Young LLP 1s deemed to be reappointed as the auditor of the Company in accordance with the
provisions of Section 487(2) of the Companies Act 2006.

Approved Wﬁf the Board
(’j

Director
Date. 31 March 2023

11
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Directors’ responsibilities statement

The Directors are responsible for preparing the Strategic Report, Directors” Report and financial statements
in accordance with applicable law and regulations

Company law requrres the Directors to prepare financial statements for each financial year, Under that law,
the Directors have elected to prepare the financial statements in accordance with accounting standards
1ssued by the Fmancial Reporting Council, mcluding Financial Reporting Standard 102, The Financial
Reporting Standard applicable in the UK and Republic of Ireland (Generally Accepted Accounting Practice
n the UK) (“FRS 1027). Under company law, the Directors must not approve the financial statements unless
they are satistied that they grve a true and fair view of the state of affairs of the Company and of the profit
or loss of the Company for the period.

In preparing those financial statements, the Directors are required to.
*  select suitable accounting policies and then apply them consistently;
*  make pdgements and estimates that are reasonable and prudent,

e state whether the financial statements have been prepared in accordance with applicable
accountmg standards, 1dentify those standards and note the effect and reasons for any material
departure from those standards; and

e prepare the financial statements on the gomng concern basis unless it is inappropriate to presume
that the Company will continue 1n business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company’s 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.

12



Independent auditor’s report
to the member of BMC Software Limited

QOpinion

We have audited the financial statements of BMC Software Limited (the “Company”) for the year ended 31
March 2022 which comprise the Income statement, the Statement of comprehensive income, the Statement
of changes m equity, the Statement of financial position and the related notes 1 to 20, including a summary
of significant accounting policies, The financial reporting framework that has been applied in ther
preparation 1s applicable law and United Kingdom Accounting Standards including FRS 102 “The Financial
Reporting Standard applicable in the UK and Republic of Treland” (United Kingdom Generally Accepted
Accounting Practice).

In our opinion, the financial statements.

o mive atrue and fair view of the Company’s affairs as of 31 March 2022 and of uts profit for the year
then ended;

»  have been properly prepared m accordance with United Kingdom Generally Accepted Accounting
Practice; and

»  have been prepared in accordance with the requirements of the Companies Act 2006,

Basis for opinion

We conducted our audit 1n accordance with International Standards on Auditing (UK) (ISAs {(UK})) and
applicable law  Our responsibilities under those standards arc further described in the Auditor’s
responstbilities for the audit of the financial statements section of our report, We are independent of the
Company in accordance with the ethical requirements that are relevant to our audit of the financial statements
w the UK, mncluding the FRC’s Ethical Standard, and we have fulfilled our other ethical responsibilities in
accordance with these requirements

We believe that the audit evidence we have obtamed is sufficient and appropriate to provide a basis for our
opinmn.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of
accountmg in the preparation of the financial statements ts appropriate

Based on the work we have performed, we have not identified any material uncertainties relating to events
or conditions that, individually or collectively, may cast significant doubt on the Company’s ability to
continue as a going concern for a period to 31 March 2024.

Our responsibilities and the responsibilities of the directors with respect to going concern are described n
the relevant sections ot this report, However, because not all future events or conditions can be predicted,
this statement 15 not a guarantee as to the Company’s ability to continue as a gong concern.

13



Independent auditor’s report

to the member of BMC Software Limited — (continued)

Other information

The other nformation comprses the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The directors are responstble for the other imnformation contained
within the annual report

Our opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated m this report, we do not express any form of assurance conclusion thereon

Our responsibility 1s to read the other mformation and, 1n doing so, consider whether the other information
1s materially inconsistent with the financial statements or our knowledge obtained 1n the course of the audit
or otherwise appears to be matenally misstated. If we dentify such material mconsistencies or apparent
material misstatements, we are required to determine whether this gives rise to material nusstatement 1n the
financial statements themselves If, based on the work we have performed, we conclude that there 15 a
matenal nusstatement of the other information, we are required to report that fact,

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinicn. based on the work undertaken m the course of the audit.

o the information given m the Strategic report and the Directors’ repert for the financial year for which
the financtal statements are prepared is consistent with the financial statements, and

= the Strategic report and Directors’ report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the Company and its environment obtained 1n the course
of the audit, we have not identified material misstatements 1n the Strategic report or [Directors’ report

We have nothing to report 1n respect of the following matters in relation to which the Companies Act 2006

requires us to teport o you 1f, in our opinion

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

» the financial statements are not in agreement with the accounting records and retums; or

+ certain disclosures of directors’ remuneration specified by law are not made, or

¢ we have not recerved all the information and explanations we require for our audit

Responsibilities of directors

As explained more fully in the dircctors’ responsibilities statement set out on page 12, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view, and for such internal control as the dwectors determine is necessary to enable the preparation of
financial statements that are free from matenial misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responstble for assessing the Company’s ability to
continue as a gomg concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to hquidate the Company or to cease operations,
or have no realistic alternative but to do so.
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Independent auditor’s report
to the member of BMC Software Limited - (continued)

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain recasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to 1ssue an auditor’s report that includes our
opinion. Reasonable assurance is a hugh level of assurance but is not a guarantee that an audit conducted in
accordance with [SAs (UK) will always detect a matenal misstatement when it exists Misstatements can
arse from fraud or error and are considered matenal 1if, mmdividually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

Explanation as to what extent the audit was considered capable of detecting irregularities,
including fraud

Irregularnities, including fraud, are nstances of non-compliance with faws and regulations. We design
procedures n line with our responsibilities, outlined above, to detect trregularities, including fraud. The risk
of not detecting a material rmsstatement due to fraud is higher than the risk of not detecting one resulting
from error, as fraud may involve deliberate concealment by, tor example, forgery or ntentional
misrepresentations, or through collusion, The extent to which our procedures are capable of detecting
rregularities, includhng fraud, is detailed below. However, the primary responsibility for the prevention and
detection of fraud rests with both those charged with governance of the entity and management.

Our approach was as follows:

* W obtamed an understandmg of the legal and repulatory frameworks that are apphcable 10 the
Company and determined that the most significant are those that relate to the reporting framework
{Companies Act 2006, FRS 102 ‘The Fiancial Reporting Standard applicable in the UK and Republic
of Ireland’, Bribery Act 2010, Companies (Miscellaneous Reporting) Regulation 2018, those laws and
regulations relating to health and safety and employee matters and relevant tax compliance regulations
in the junisdictions in which the Company operates, including the United Kingdom).

*  We understood how the Company is complying with those frameworks by making enquines of
management and those responsible for legal and comphance procedures We corroborated our enguiries
through the review of the following documentation' all munutes of board meetings held during the year,
the Company’s code of conduct setting out the key principles and requirements for all staff m relation
to compliance with laws and regulations; and any relevant correspondence with local tax authorities.

¢  We assessed that revenue was a fudgemental area of the audit which might be more susceptible to fraud
We obtained an understanding of the controls over the process for the recognition of revenue and tested
m particular the existence of the revenue recorded n the financial statements and any manual
adjustments to the revenue,

e We assessed the susceptibility of the Company’s financial statements to material misstatement,
mcluding how fraud might occur by considering the controls that the Company established to address
risks identified by the Company or that otherwise seek to prevent, deter or detect fraud. We gained an
understanding of the entity level controls and policies that the Company applies

*  Based on the results of ourrisk assessment we designed our audit procedures to identify non-compliance
with such laws and regulations wdentified above Our procedures involved testing of journal entries, with
a focus on jourmnals indicating large or unusual transactions or meeting our defined risk criteria based on
our understanding of the busmess, enquines of management and the directors and review of legal
correspondence.

A further description of our responsibilities for the audit of the financial statements 1s located on the Financial
Reporting Council’s website at https //www fre org.uk/auditorsresponsibilities. This description forms part
of our auditor’s report,
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Independent auditor’s report
to the member of BMC Software Limited — (continued)

Use of our report

Tlus repert 1s made solely to the Company’s member, as a body, m accordance with Chapter 3 of Part 16 of
the Companies Act 2006 Our audit work has been undertaken so that we might state to the Company’s
miember those matters we are required to state to them 1 an auditor’s report and for no other purpose. To
the fullest extent permutied by law, we do not accept or assume responstbility to anyone other than the
Company and the Company’s member as a body, for our audit work, for this report, or for the opinions we
have formed

DecuSgned by
‘ Neld Warsnack
227343444F 57420
Neil Warnock (Senior statutory auditor)

for and on behalf of Ernst & Young LLP, Statutory Auditor
Belfast

Dete 31 March 2023
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BMC Software Limited

INCOME STATEMENT

For the year ended 31 March 2022

TURNOVER
COST OF SALES

GROSS PROFIT

Admimstratrve expenses
OPERATING PROFIT

Interest income

Interest and similar charges

Amortization of goodwill ansing on acquisition

Reversal of impairment / (impairment) on investments 1n subsidiaries
Gain on sale of shares of subsidiary

PROFIT / (LOSS) ON ORDINARY ACTIVITIES BEFORE TAX

Tax on profit / {loss) on ordinary activities

PROFIT / (L.OSS) FOR THE FINANCIAL YEAR

All profits and losses are derived from continuing operations.

[
o oD ON L

2022 2021
£ £

82,752,001 74,231,425

(69,082,478) (62,375,614)

13,669,523 11,855,811

(9.761,532) (8.619,085)

3,907,991 3,236,726

- 11
{27,820} (32,095)
(380,260} -
617,133 (10.165,023)
- 150,238

4,116,744 (6,810,143)

(1,924,883) (426,164)

2,191,861 _(7,236,3{)7)

STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 March 2022

Profit / (loss) for the financial year

Revaluation of retained earnings in foreign branches
Total other comprehensive (loss) / income

Total comprehensive meome / (loss) for the year

2022 2021
£ £

2,191,861 (7,236,307)
{123,646} 23,208
(123,646} 23208

2,068,215 (7,213,099)
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BMC Software Limited

STATEMENT OF CHANGES IN EQUITY

For the year ended 31 March 2022

Atl Apnl 2020

Loss for the financial vear
Other comprehensive income

Total comprehensive loss for the year

At 31 March 2021

Profit for the financial year

Other comprehensive loss

Total comprehensive income for the year
Caputal reduction (note 17)

Drvidend distribution {note 17}

At 31 March 2022

Called Share
up share premium
capital account
£ £

213 39,166,480

213 39,166,480

(20,000,000)

213 19.166,480

Profit

and loss Total
acconnt equily

£ £

9,062,088 48,228,781
(7,236,307 (7,236,307)
23,208 23,208
(7.213,099) (7,213,099
1,848,989 41,015,682
2,191,861 2,191,861
(123,646) (123,6406)
2,068,215 2,068,215
20,000,000 -
{20,000,000) (20,000,000}
3,917,204 23,083,897
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BMC Software Limited

STATEMENT OF FINANCIAL POSITION

As at 31 March 2022

FIXED ASSETS
Intangible assets

Tangible assets
Investments 1n subsicharies

CURRENT ASSETS

Debtors
- amounts talling due within one year
- amounts falling due after one year

Cash at bank and 1 hand

CREDITORS: amounts falling due within one vear
NET CURRENT (LIABILITIES) / ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS: amounts falling due after one year
PROVISIONS FOR LIABILITIES

NET ASSETS

CAPITAL AND RESERVES
Called up share capital

Share premium account

Profit and loss account

EQUITY SHAREHOLDER’S FUNDS

Approved on behalf of the Board on 31 March 20623

Ao J;'m ter Avest

Darector

Note

Rusie o]

1]
11

12

15

16
17
17

2022
£

761,120
1,755,017
26,846,628

2021

1,323,283
26,229,495

29,362,765

27,552,778

21,346,758
572,704

39,502,510
306,157

21,919,462
1,793,061

40,008,667
2,941,806

23,712,523

42,950,473

(28,220,802) (28,485,165)

{4,508,279) 14,465,308
24,854,486 42,018,086

(431,383) (575.132)
(1,339,2006) (427,272)
23,083,897 41,015,082

213 213
19,166,480 39,166,480
3,817,204 1,848,989

23,083,897 41,015,682
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BMC Software Limited

NOTES TO THE FINANCIAL STATEMENTS

31 March 2022

1.
a)

b)

c)

ACCOUNTING POLICIES

Statement of compliance

BMC Software Limited (the “Company™ is a private limited by shares company mcorporated and
domiciled 1n England. The Registered Office is 1020 Eskdale Road, Winnersh Trniangle, Wokingham,
Berkshire RG41 3TS,

The Company’s financiat statements have been prepared in comphance with Financial Reporting Standard
102, The Financial Reporting Standard applicable in the UK and Republic of Ireland (“FRS 102™)

Basis of preparation
The financial statements of the Company were authorised for 1ssuance by the Board of Directors on 31
March 2023

The accounting policies which follow set out those policies which apply in preparing the financial
statements.

The financial statements have been prepared in accordance with applicable accounting standards. The
financial standards are prepared n British pounds sterling (£) which is the functional currency of the
Company.

Under FRS 102, the Company has taken advantage of the following exemptions:

Share-based payment transactions
The Company has availed of the exemption provided under Section 1.12{d) not to apply the disclosure
requirements under Section 26, Share-based Pavment

Relared parties

Section 1.12(c) and Section 33.1A of FRS 102 exempt "qualifying entities’ from the requirement to
prepare ‘Related party disclosures” provided for by Section 33 The Company has availed of this
exemption

Finam'lcl!' nstruments
The Company has elected to use the exemption from the requirements of International Financial Reporting
Standards 7, Financial Instruments: Disclosures

Key management compensation
The Company has elected to use the exemption from the requirement of FRS 102 paragraph 33 7 1o
disclose key management personnel compensation 1n total.

Going concern

The Company’s business activities, together with the factors likely to affect 1ts future development, its
financial position, financial nsk management objectives, details of its financial instruments and 1ts
exposures to price, credit, hiquidity and cash flow risk are described in the Strategic Report on pages 2 to
5 The response to the impact of the COVID-19 pandemic as well as the ongoing Ukraine conflict is also
set out 1n the “Principal risks and uncertamties” section in the Strategic Report, To the best of the
Durectors’ current knowledge, the COVID-19 pandemic and the Ukraine conflict are not expected to have
a material adverse impact on the Company’s ability to continue as a going concern.

The Directors have prepared the financial statements on a going concern basis as they expect that the
Company will continue in operational existence for the foreseeable future Banft, the Company’s indirect
parent undertaking, has given irrevocable guarantees to provide financing to the Company for a period to
31 March 2024 which will allow the Company to meet its obligations as they fall due and further the
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BMC Software Limited

NOTES TO THE FINANCIAL STATEMENTS — (continued)

31 March 2022

-

. ACCOUNTING POLICIES

¢} Going concern (continued)

Company’s development The Directors deem it appropriate to prepare the financial statements on a going
concern basis after the analyses performed by the BMC Group on the ability of the Group to continue
providing support, for which the mmpact of the COVID-19 pandemic, the Ukraine war and impact on the
global economy were considered and these factors were not deemed to have a signiticant impact on the
financial results of the Group. Additionally, given that the Group’s performance metrics were largely in
line with expectations as well as the free cash flow generation, 1t was concluded there was no substantial
doubt as to the Group’s ability to support the Company

d) Cash flow statement
Section 1.12(b) of FRS 102 exempts ‘qualifying entities’ from the requirement to prepare a cash flow
statement under Section 3.17(d). A qualifying entity is a member of a group where the parent of that group
prepares publicly avadable consolidated financial statements whach are intended to give a true and fair
view {of the assets, fiabilities, financial position and profit or loss) and that member is included in the
consolidation. The Company has availed itself of this exemption

e} Non-preparation of Group financial statements

These financial statements present information about the Company as an individual undertaking and not
about its Group. The Company has availed itself of the exemption under Section 401 of the Companies
Act 2006 from prepanng and dehvering consolidated financial statements. The results of the Company
and 1ts subsidiaries are included in the consohdated financial statements of the Group company, Banff,
which have been prepared m accordance with U S. generally accepted accounting principles The
consohdated financial statements of Banff are available from 2103 CityWest Boulevard, Houston, Texas,
77042, USA.

i Judgements and key sources of estimation uncertainty
The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the amounts reported for assets and habilities as at the statement of financial
position date and the amounts reported for turnover and expenses during the year However, the nature of
estimation means that actual outcomes could differ from those estimates. The following judgements have
had the most significant effect on amounts recognised in the financial statements

As of 31 March 2022, the COVID-19 pandemic and the ongoing conflict in Ukraine continue to create
significant uncertainty in macroeconomic conditions, which may adversely impact the Company’s results
of operations In light of these events, the Company has performed additional assessments of certain
accounting-related matters that generally require consideration of current and forecasted information. The
Directors have considered information available to the Company as of the date of issuance of these
financial statements, mcludmg the COVID-19 pandemic and the ongoing conflict in Ukraine, and the
Directors are not aware of any other specific events or circumstances that would require an update to the
estumates or judgments, or any adjustments to the financial statements, as of 31 March 2022

Lease commitments

The Company has entered mto commercial leases and as a lessee, it obtans the use of property, plant and
equipment. The classification of such leases as operating or finance leases requires the Company to
determine, based on an evaluation of the terms and conditions of the arrangements, whether 1t retains or
acquires the significant risks and rewards of ownership of these assets and accordingly whether the lease
requires an asset and hability to be recognised mn the statement of financial position. Further details can
be found in note 14

Impairment of non-financial ussets

The Company assesses at each reporting date whether an asset may be impaired If any such indication
exists, the Company estimates the recoverable amount of the asset If 1t 15 not possible to estimate the
recoverable amount of the mdividual asset, the Company estimates the recoverable amount of the cash-
generating unit to which the asset belongs. The recoverable amount of an asset or cash-generating unit 1s
the higher of its fair value less costs to sell and its value 1n use. If the recoverable amount of the asset or
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BMC Software Limited

NOTES TO THE FINANCIAL STATEMENTS - (continued)

31 March 2022

1. ACCOUNTING POLICIES - (continued)

) Judgements and key sources of estimation uncertainty — (continued)}
Imparment of non-financial assets — (continued}
cash-generating unit 1s less than its carrying amount, the carrying amount of the asset is impaired and it
is reduced to 1ts recoverable amount through an impairment in profit and loss. An unpairment loss
recognized for all assets, including goodwill, 1s reversed 1n a subsequent period 1f and only if the reasons
for the impairment loss have ceased to apply.

Tuxation

The Company establishes provisions, based on reasonable estimates, for possible consequences of audits
by the tax authorities of the jurisdictions in which 1t operates. The amount of such provisions is based on
various factors, such as experience with previous tax audits and differing nterpretations of tax regulations
by the taxable entity and the respensible tax authority.

Management estimation 18 required to determine the amount of deferred tax assets that can be recognised,
based upon likely timing and level of future taxable profits together with an assessment of the effect of
future tax planning strategies. Further details are contained in note 7

g) Significant accounting policies
Intangible assets
Intangible assets acquired separately from a business are intially recorded at historical cost.

Subsequent to initial recogmition, intangible assets are stated at cost less accumulated amortization and
accumulated impaiyment. Intangible assets are amortized on a straight-line basis over their estimated
useful lives The carrying value of intangible assets is reviewed for impairment if events or changes in
circumstances indicate the carrying value may not be recoverable.

The useful economue life of the Company s intangible assets, consisting of goodwill, 1s 3 years.

Investments i subsidiaries

Investments in subsidiaries are stated at cost, less where necessary, a provision for impairment.
Impairments are deterimined by companson of the carrying value of the mvestment in subsidiary agamnst
the recoverable amount of such investment. Investments in subsidiaries that have been contributed to the
Company by its parent undertaking for nil consideration are initially recognized at zero value. Changes
1 fair values are recognised 1n the mcome statement,

Property, plant and equipinent

Property, plant and equipment, if the acquisition value exceeds the £ equivalent of US$ 2,500, are stated
at cost less accumulated depreciation and accumulated 1mpairment fosses. Such cost includes costs
durectly atinibutable to making the asset capable of operating as intended.

Depreciation 1s provided on all property, plant and equipment at rates calculated to write off the cost, less
estimated residual value, of each asset on a systematic basis over its expected useful Iife as follows,

Leasehold improvements over the shorter of the lease term and 40 years
Computer equipment over 3 years
Office equipment over 3 years
Furniture and fixtures over 5 years

The carrying values of property, plant and equipment are reviewed for impairment when events or changes
n circumstances mdicate the carrying value may not be recoverable

Twrngver — revetue recognition
Revenue is recognised to the extent that the Company obtains the right (o consideration in exchange for
its performance. Revenue is measured at the fair vajue of the consideration received, excluding discounts,
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BMC Software Limited

NOTES TO THE FINANCIAL STATEMENTS - (continued)

31 March 2022

1. ACCOUNTING POLICIES - (continued)

g) Significant accounting policies — (continued)

Turnover - revenue recognition - (continued)

rebates, value-added tax (“VAT") and other sales taxes or duty, Turnover includes commission agency
fees, reimbursement for rechargeable expenses received from BV, as well as remuneration for R&D
services to the Company’s inmediate parent undertaking, INC, which are recognised as carned, when
services are delivered, under the terms of various intercompany agreements. The Company also provides
additional services to BV, and receives income based on costs incurred plus an 10% mark-up on the
relevant costs. Education turnover is recogmised as earned, when services are delivered to customers.

Professional services turnover, which principally relates to installation and related education associated
with the Group's products, is denved under both time-and-material and fixed fee arrangements and in
most instances 1s recognised on a proportional performance basis based on days of effort. If no discernible
customer dehverable exists until the completion of the professional services, the completed performance
method s applied and the recognition of professional services turnover 1s deferred until completion of the
services, which is typically evidenced by a signed completion letter from the customer,

Research and development
Expenditures for research and development are expensed in the year m which they are mcurred.

Provision for liabilities

A provision is recognised when the Company has a legal or constructive obligation as a result of a past
event and it is probable that an outflow of economic benefits will be required to settle the obligation.
When the ume value of money 1s material, the amount of a provision shall be the present value of the
amount expected to be required to settle the obligation. When a provision is measured at its present value,
the unwinding of the discount shall be recognised as a finance cost in the income statement mn the period
i which 1t arises

Current fux

Current tax 1s the expected tax payable or receivable on the taxable income for the year, using tax rates
enacted or substantively enacted at the statement of financial position date, and any adjustment to taxes
payable in respect of previous years

Deferred tax

Deferred tax 15 recognised 1n respect of all timing differences between taxable profits and total
comprehensive income that arise from the mclusion of mcome and expenses 1n tax returns in periods
different from those in whuch they are recogmised m the financial statements except that unrelieved tax
losses and other deferred tax assets are recognised only to the extent that the Directors consider that it s
probable that they will be recovered aganst the reversal of deferred tax habilities or other future taxable
profits.

Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the periods
in which timing differences are expected to reverse, based on tax rates and laws enacted or substantively
enacted at the statement of financial position date.

Foreign currencies

Transactions in foreign currencies are imtially recorded in the Company s functional currency by applying
the spot exchange rate ruling at the date of the transaction Monetary assets and hiabilities denominated 1n
foreign currencies are translated to British pounds sterhing at the rate of exchange ruling at the statement
of financial position date. Differences related to changes in foreign currency exchange rates are taken to
the income statement Non-monetary assets and liabilities denominated n foreign currencies are translated
to British pounds steriing at the rate of exchange ruling on the date on which the transaction giving rise
to the non-monetary asset or liability occurred.
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BMC Software Limited

NOTES TO THE FINANCIAL STATEMENTS - (continued)

31 March 2022

1. ACCOUNTING POLICIES - (continued)

g) Significant accounting policies ~ (continued)
Forergn currencies — (continued)}
The income and expenses for the year for the Company’s foreign branches are transtated to British Pound
sterhing at the average exchange rate for the full year Assets and liabilities of these branches are translated
to British pounds sterling at the rate of exchange ruling at the statement of financial position date. The
effect of translation of the retained earnmgs of the foreign branches 1s recognised directly in the statement
of comprehensive income.

Cash and cush equivalents
Cash and cash equivalents comprise cash at banks and m hand and short-term deposits with an original
maturity date of three months or less

Debtors and creditors

Debtors and creditors with no stated mterest rate and receivable or payable within one year are recorded
at the transaction price Any losses ansimng from impairment are recognised in the mcome statement as
cost of sales.

The fair value of long-term debtors and creditors that carry no interest 1s estimated as the present value of
all tuture cash flows discounted using the prevailing market rates of interest for a similar instrument with
a similar credit rating.

Leasing commitments

Assets held under finance leases, which are leases where substantially all the risks and rewards of
ownerstup of the asset have passed to the Company, are initially capitalized 1n the balance sheet at an
amount equal to the lower of the fair value of the leased asset and the present value of the minimum lease
payments and are depreciated over the shorter of the lease term and the asset’s useful life. A corresponding
liability is recognized 1n the balance sheet Lease payments are apportioned between the reduction of the
lease liability and finance charges in the income statement, to achieve a constant rate of interest on the
remaimng balance of the hability, Rentals payable under operating leases are expensed on a straight-line
basis over the lease term. Lease incentives are recognized in the income statement over the lease term on
a stratght-line basis

Subleases are accounted for as operating leases and a provision 1s accrued to reflect the present value of
the future losses, if applicable, arising from the difference between the rental payments due to the lessor
according to the relevant lease agreement and the rental payments due from the sub-lessor according to
the relevant sublease agreement.

Rental income under operating subleases is credited in the income statement on a straight-line basis over
the lease term,

Pensions and other post-retirement henefits

Pension benefits are funded over the employees” years of service by way of contributions to a defined
contribution scheme. Contributions are recognised in the income statement in the period m which they
become payable

Share-based paymenis

Banff has granted phantom units, representing a hypothetical Class B limited partnership miterest in Banft
Holdings L.P.. the parent of Banff (the “Phantom Awards™), to certain of its non-U §. employees,
including certain ¢mployees of the Company, pursuant to the Phantom Unit Award Agreement. The
Phantom Awards are initially unvested 60% of the Phantom Awards are time-vesting units and vest based
on the passage of ime over five years or upon a change of control, and the remaining 40% of the Phantom
Awards are performance-vesting and vest upon the attainment of a measurement date and certain defined
sponsor/investor return thresholds, assuming continued employment,

The Company 1s responsible for settling the Phantom Awards in cash. The Phantom Awards are classified
as labilty awards,
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BMC Software Limited

NOTES TO THE FINANCIAL STATEMENTS - (continued)

31 March 2022

1. ACCOUNTING POLICIES - (continued)

g) Significant accounting policies — {continued)
Share-hased pavments — (continued)
The fair value of the Phantom Awards 1s recognised, together with a corresponding increase 1n a liability,
over the period 1n which the performance and/or service conditions of the awards are fulfilled and ending
on the date on which the reievant employees become fully entitled to the award (the “vesting date™). The
cumulative expense recogmsed for the Phantom Awards at each reporting date until the vesting date 1s
based on the vested portion of the fair value on the reporting date Forfeitures are accounted for when they
OCCHT

Fnancial assels
Financial assets, including trade and other debtors, mtercompany receivables, cash and short-term
deposits, are itially recognised at transaction price {including transaction costs).

At the end of each tinancial year, financial assets measured at transaction price are assessed for objective
evidence of impairment. If there 1s objective evidence that a financial asset measured at transaction price
ts impaired, an imparment loss is recognised 1n the income statement.

If, in a subsequent financial year, the amount of an umpairment decreases and the decrease can be
objectively related to an event occurring after the impairment was recognised, the previously recognised
unpairment loss 1s reversed for the amount of the decrease, The reversal 1s such that the current carrying
amount does not exceed what the carrying amount would have been had the impainment loss not
previously been recognised. The impairment reversal 1s recognised in the income statement,

Funancial assets are derecognised when (a) the contractual rights to the cash flows from the asset expire,
are terminated or are settled, (b} substantrally all the risks and rewards of the ownership of the asset are
transferred to another party or (¢) control of the financial asset has been transferred to another party who
has the practical ability to unilaterally sell the financial asset to an unrelated third party without imposing
additional restrictions.

Financial habilities
All financial liabihties, including trade and other creditors and intercompany payables, are recognised at
transaction price unless stated otherwise,

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course
of business from suppliers Trade creditors are classified as due within one year if payment 1s due within
one year If not, they are classified as due after one year. Trade creditors are recognised at transaction
price.

Financial habilities are derecognised when the liability 15 extinguished, that 1s when the contractual
obligation is discharged, cancelled or expires.
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BMC Software Limited

NOTES TO THE FINANCIAL STATEMENTS - (continued)

31 March 2022
2. TURNOVER

Tumover represents a commussion agency fee payable by BV, including reimbursement of expenses
rechargeable to BV, amounting to £22,622,188 (2021: £28,174,434), as well as remuneration for R&D
services to the Company’s immediate parent undertaking, INC. The Company also provides additional
services 1o BV, and recerves income based on costs mncurred plus an 10% mark-up on the relevant costs
amounting to £34,208.998 (2021, £24,645,392). In addition, turnover generated from professional
services, installation and related education 15 received directly from customers, net of VAT An analysis
of turnover by activity 1s shown below.

2022 2021

£ F3

Remuneration for services to BV 56,831,186 52,819,826
Remuneration for R&D services 7.620,658 5,970,022
Education 5,186,387 2,949221
Professional services 13,113,770 12,492,356

82,752,001 74,231.425

Disclosure of geographical tumnover by reference to its destination, as well as its origm, is in the opinion
of the Directors considered to be seriously prejudicial to the interests of the Company Consequently. this
information is not disclosed,

3. OPERATING PROFIT

Operating profit 1s stated after charging/(crediting)

2022 2021
P
Depreciation of owned assets 700,488 675,306
Depreciation of assets held under finance leases 102,946 99,305
Amortization of intangible assets 380,560 -
Total depreciation and amortization 1,183,994 774,611
Foreign currency exchange gams (75,117) (45,954)
Rental income — buildings (146,614) (293,228)
Operating lease rentals — buildings 672,226 1,318,701

The auditor’s remuneration for the year amounted to 23.754 euros (£19,876) (2021: 23,288 curos
(£19,818)).
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31 March 2022

4. STAFF COSTS

a) Staff costs

2022 2021

£ £

Wages and salaries 59,455,250 53,414,217
Social security costs 6,343,558 5,364,840
Other pension costs 31,323,842 3,027.470

69,122,650 61,806,527

The Company operates a defined contribution pension scheme. The other pension costs represent
contributions payable by the Company to the pension fund.

The average number of employees during the year was made up as follows:

2022 2021
No Na
Sales 171 161
Marketing 5 3
Customer support 139 134
Admimnstration 17 19
R&D 40 38
372 358
b) Directors’ remuneration

2022 2021
£ £
Aggregate remuneration in respect of qualifying services 396,594 295,741
Aggregate amounts recervable under long-term mcentive plans - -
2022 2019
No No
Number of Directors who received shares in respect of qualifying services - -
Number of Directors who exercised share options - -
Number of Directors accruing benefits under defined benefit schemes - -

In respect of the highest paid Director:
2022 2021
£ £
Aggregate remuneration 396,594 295,741
Accrued pension at the end of the year 785 833

Accrued lump sum amounts at the end of the year - -

Twa of the Directors are remunerated for thewr services to the Company by other Growp wndertakings,
and their services to the Company are limited and hence such remuneration 1s not disclosed above
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5. INTEREST INCOME

2022 2021
£ £
Interest income from cash at bank - 11
Total interest income - Il
6. INTEREST AND SIMILAR CHARGES
2022 2021
£ £
Finance charges under leases 23,047 32,095
Interest charges on cash at bank 1,653 -
Interest charges on corporation tax 3,120 -
Total mterest and similar charges 27,820 32,095
7. TAXATION
a} Tax on profit/ {loss) on ordinary activities
The tax charge 18 made up as follows:
2022 2021
£ £
Current tax:
UK corporation tax at 19% (2021- 19%) 377,579 471,174
UK anti-hybrid provision 1,241,143 -
Adjustments 1n respect of prior pertods 40,066 (162,022)
Foreign tax 204,263 120,075
Total current tax expense 2,063,051 429,227
Deferred tax
Origination and reversal of timing differences {83,620) (13,225)
Impact of statutory tax rate change on deferred tax balances (note 7 ¢} (121,215 -
Adjustments in respect of prior periods 119,280 (3,853)
Foreign tax (52,613) 14,015
Total deferred tax benefit {138,168) (3,063)
Tax on profit / (loss) on ordinary activities (note 7 b) 1,924,883 426,164

In the year ended 31 March 2022, the Company analysed the application of the UK hybrid and other
nusmatch rules (the "UK hybrid rules") to the Company for the fiscal years ended 31 March 2020. 2021t
and 2022,

Because the Company is a hybrid entity, the UK hybrid rules have effect and impose a counteraction (i.e ,
a disallowance ot expenses) where double deductions (expenses which are deducted for UK and U S, tax
purposes) exceed dual inclusion income (“DIT) and s2591D income. The calculations prepared by the
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31 March 2022

7. TAXATION — (continued)

a) Tax on profit/ (loss) on ordinary activities — (continued}
Company demonstrate there 15 a shortfall of DII as compared to double deductions in respect of the fiscal
years ended 31 March 2020, 2021 and 2022 {up to 10 June 2021, the date on which the legislation
changed}

During these fiscal years, INC remunerated the Company for R&D services. There is uncertainty whether
this remunieration meets the conditions to qualify as s2591D wncome Should this amount not qualify as
$2591D income under the UK hybrid rules, the Company may suffer a counteraction (i e., disallowance
of expenses) under the UK hybrid rules on the basis that 1ts double deductions will exceed 1ts DIl and
§259ID mcome Given this uncertamnty, the Company has recorded an anti-hybrd provision (including
accrued interest) of £1,241,143.

During the year ended 31 March 2019, the Company madc an election to have the profits of its foreign
branches be exempt from UK corporation tax with effect from | April 2019 As a result, effective 1 Apnil
2019, the Company's foreign branches are subject only to corporation tax m their local junisdictions.

b} Factors affecting the tax charge
The tax assessed on the profit / (loss) on ordinary activities for the year is different from the standard rate
of corporation tax in the UK of 19% (2021: 19%) The differences are reconciled below;

2022 2021
£ £

Profit / (loss) on ordinary activities before tax 4,116,744  (6,810,143)
Profit / (loss) on ordinary activities before tax multiphied by standard
rate of corporation tax 19% (2021: 19%) 782,181  (1,293,927)
Effects of
Non-taxable reversal of impairment of investment in subsidiary (RSM) (117,253) -
Non-taxable income from foreign branches (288.,857) (251,131
Non-taxable R&D expenditure credit in respect of prior periods (6,873) -
Non-deductible expenses 52,457 71,653
Non-deductible impairment of investments n subsidiaries - 1,931,354
Non-deductible goodwill amortization 72,306 -
UK anti-hybnid provision 1,241,143 -
Adjustments 1n respect of prior periods 159,346 (165,875)
Foreign current and deferred tax 151,650 134,090
Impact of statutory tax rate change on deferred tax balances (121,215) -
Tax on profit / {loss) on ordinary activities 1,924 883 426,164

¢) Factors that will affect future tax charges
The UK corporation tax rate is 19%, effective T Apnl 2017

The UK government’s budget for 2021, presented on 11 March 2021, mtroduced an increase in the UK
corporation tax rate from 19% to 25% with effect from | April 2023 The budget resolution for the
increase in tax rate was passed on 24 May 2021, On 10 June 2021, Finance Act 2021 received Raoyal
Assent and as a result the increase in the UK corporation tax rate to 25% was enacted with effect from 1
Apnl 2023,
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31 March 2022

7. TAXATION - (continued)

d} Deferred tax
The deferred 1ax assets and hiabiliies mcluded n the statement of financial position are as follows:

2022 2021

£ £

Deferred tax assets included n debtors (note 11} 649,726 516,557
Deferred tax liabilities included 1n creditors (note 12) (6,891) (6,891)

642,835 509,666
Caomponents of deferred tax assets

Accelerated capital allowances 246,866 139,904
Share-based awards 257,429 228,045
Pension liabilities 770 447
Rental loss retirement obligations 3,371 44,993
Vacation accrual 1,071 2,312
Other - 11,875

509,507 427.576

Foreign (South Africa) 140,219 88.981
Deferred tax assets 649,726 516,557
£

Deferred tax assets.

At 1 Aprd 2021 516.557
Deferred tax benetit in the income statement 138,168
Other movements (foreign currency exchange rate movements m South Africa) (4,999)
At 31 March 2022 649,726

Deferred tax assets have been recognised only to the extent that the Directors believe that there 15
sufficient evidence that there will be surtable taxable profits in the future aganst which the deferred tax
assets can be recovered.

The Company expects deferred tax assets of £87,069 ta reverse 1n the year ending 31 March 2023.

Deferred tax liahihties:
The deferred tax liabilities at 31 March 2022 amounting to £6,891 relate to rechargeable R&D
expenditures due from the Company’s immediate parent undertaking, INC.
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8. INTANGIBLE ASSETS

2022 2021
£ £

Cost
At Apnl - -
Addmions 1,141,680 -
At 31 March 1,141,680 -
Accumuiated amortisation
At 1 April - -
Amortization provided during the year 380,560 -
At 31 March 380,560 -
Currying value
At 31 March 761,120

On 1| April 2021, the Company acquired certamn assets and habilites from Compuware’s subsidiary,
Compuware UK Limited, pursuant to an asset purchase agreement between the Company and Compuware
UK Limited The Company recognised goodwill of £1,141,680 on this acquisition.
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NOTES TO THE FINANCIAL STATEMENTS - (continued)

31 March 2022

9. TANGIBLE ASSETS

Leasehold
Computer Office Furniture improve-
equipment  equipment  and fixiures merits Total
£ £ £ £ £

Cost
At 1 Apnrl 2021 1,102,970 19,508 653,121 3,225,178 5,000,777
Additions 173,470 - 163,034 907,950 1,244,454
Reclassification - {190) (R,762) (21,613) (30,565)
Revaluations 11.751 - - (21,238) {9.487)
Disposals (92,215) - (301,633) (1,830,802} (2,224,650)
At 31 March 2022 1195976 19318 505760 2,259.475 3,980,529
Accuwmulated depreciation
At 1 Apnil 2021 765,948 19,508 649938 2242100  3,677.494
Provided during the year 221,911 - 3,739 577,764 803,434
Reclassification - (190) (8,762) (21,613) (30,565)
Revaluations 15,730 - - {15,933) (203)
Disposals {92,215) - (301,633) (1.830.802) (2,224,650)
At 31 March 2022 911,374 19318 343302 951516 2,225,510
Carrying value
At 31 March 2022 284,602 - 162,458 1,307,957 1,755,017
At April 2021 337,022 - 3,183 983,078 1,323,283

Revaluations relate to translation of assets of foreign branches to £,

Included in the amounts for computer equipment above are the following amounts relating to leased

assets,

£
Cost
At 1 April 2021 346,944
Additions 109,231
At 31 March 2022 ’—456,175
Accumulated depreciation.
Atl Apnl 2021 209 970
Depreciation provided during the year 102,946
At 31 March 2022 312,916
Carrying value
At 31 March 2022 143259
At |l Apnl 2021 136,974
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10. INVESTMENT IN SUBSIDIARIES

2022 2021

£ £

Carrying value at 1 April 26,229,495 32957931
Investment in new subsidiary (2021. Alderstone) - 3,436,587
Impairment (Alderstone and RSM) - (10,165,023)
Reversal of impairment (RSM) 617,133 -

Carrying value at 31 March 26,846,628 26,229,495

The total cost of investments in subsidiaries 15 £42,231,769 (2021 £42,231,769). The total accumulated
provision for impaimments of investments in subsidiaries at 31 March 2022 is £15,385,141 (2021:
£16,002,274)

During the year ended 31 March 2022, management performed an assessment of whether impairment
indicators existed for its mvestment in BMC Software GmbH, and concluded no mternal or external
unpairment indicators existed, and as a result, management considered the carrying value of this
mvestment did not exceed its fair value.

Management also considered the carrying values of its mvestments in RSM and Alderstone. The
impairment provisions in the prior year for Alderstone and RSM were calculated by assessing the
difference between the camrying values of the investment in the respective subsidiary and the estimated
recoverable amount of such subsidiary as at 31 March 2021 During the year ended 31 March 2022, a
portion of the impairment on RSM, recorded in the prior yvear, in the amount of £617,133 was reversed
based on the difference between the carrying value of RSM and its estimated recoverable amount at 31
March 2022

The Company had the followmg wholly owned subsidiaries at 31 March 2022,

Company Name Holding Percentage Nature of Business
BMC Software GmbH Ordinary shares 100% Sales and
{Germany), Herriotstrae 1, marketing

60528 Frankturt am Main

RSM Partners Limited Ordinary shares 100% No business /
{United Kingdomy), 1020 dormant
Eskdale Road, Winnersh

Triangle, Wokinghain,

Berkshire RG41 5TS

Alderstone Consulting Limited Ordinary shares 100% No business /
(United Kingdom), 1020 dormant
Eskdale Road, Winnersh

Trnangle, Wokingham,

Berkshire RG41 5TS
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11.

12,

DEBTORS
Amounts falling due within one year are:
2022 2021
£ £
Trade debtors 3,137,644 3,505,209
Amounts due from Group undertakings 16,721,851 34,278,396
Other debtors 325,978 398,533
Prepayments and accrued mcome 729,852 1,155,705
Deferred tax assets (note 7 (d)) 87,069 58,978
Corporation tax 344,364 105,689

21,346,758 39,502,510

Amounts falling due after one year are.

2022 2021

£ £

Prepayments and accrued income 10,047 48,578
Deferred tax assets (note 7 (d)} 562,657 457 579

572,704 506,157

Amounts due from Group undertakings are unsecured and have fixed terms of repayment.

CREDITORS: amounts falling due within one year

2022 2021

F £

Trade creditors 923,138 452,002
Amounts owed to Group undertakings 1,023,388 281,137
Amounts owed to subsidiaries 7,677,072 7,724,352
Obhgations under finance leases (note 14} 75,404 67,775
Corporation tax 502,128 20,395
Deferred tax liabilities (note 7 (d})) 6,891 6.89]
Other taxes and social security 2,450,473 2,846,374
Other accruals 11,807,991 14,018,113
Deferred income 3,754,317 3,068,126

28,220,802 28,485,165

Amoumts owed to Group undertakings and subsidiaries are unsecured and have fixed terms of repayment

Other accruals at 31 March 2022 and 2021 include mainly sales commissions and employee bonus
programs.
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13. CREDITORS: amounts falling due after one year

2022 20271

£ £

Accruals 369,404 502,254
Obligations under finance leases (note 14) 61,979 72,878

431,383 575,132

14. OBLIGATIONS UNDER LEASES

The Company uses finance leases to acquire computer equipment. These leases have terms of renewal but
no purchase options or escalation clauses. Renewals are at the option of the lessee Future mmimum fease
payments due under finance leases are as follows:

2022 2021
£ £

Amounts payable:
Not later than one year 75,404 67,775
Later than one year but not later than five years 61,979 72,878

137,385 140,653

Future minimum rentals payable, net of future sublease rentals, under non-cancellable operating leases in
place at 31 March are as follows'

2022 2021

£ £

Not later than one year 544 484 1,200,245
Later than one vear but not later than five years 1,986,184 2,816,794

2,530,668 4,017,039

15. PROVISIONS FOR LIABILITIES

¢
Rental loss retirement obligation at 1 April 2021 427,272
Release provision related to Winnersh premises (339,259)
Discounted provision — aceretion of discount 10,050
Rental loss retirement obligatton at 31 March 2022 98,063
UK anti-hybnd provision (note 7) 1,241,143
Carrying value at 31 March 2022 1,339,206

The rental retirement loss obligations arise on the lease for the Company’s office premuses mn Victoria,
London which requires the premises to be returned 1n therr original state when the lease ends in the year
ending 31 March 2024, and the lease for office premises in Dubat which ends in the year ending 31 March
2025 The future estimated cash outflows have been discounted at an annual rate of 1,4% for the premses
in Victoria, and 3.91% for the premises in Duba1 The future estimated cash outflows are based on a per
square foot charge estimated based on commercial rates obtained from third parties. In October 2021, the
Company terminated the lease for the office prenuses in Winnersh.
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16. CALLED UP SHARE CAPITAL

Called up share capital represents the nominal value of shares that have been issued.

2022 2021
£ £

Authorised, allotted, called up and filly paid:
213 ordinary shares (2021. 213) of £1 each 213 213

17. RESERVES

Shure premumm qecount

This reserve records the amount above the nominal value received for shares seld, less transaction costs.
During the year ended 31 March 2022, the Company reduced the share premium account in favour of the
profit loss account by £20,000.000 (2021 £nil).

Profit and loss account
This reserve contains the balance of retained earnings to carry forward, net of distributed dividends

During the vear ended 31 March 2022, the Company distributed a dividend in specie to its immediate

parent undertaking, INC, amounting to £20,000,000 (2021 £ml), which was offset against an existing
intercompany receivable from INC, settling the receivable.

18. FINANCIAL INSTRUMENTS

222 2021
£ £

Fnancial ussets
Cash 1,793,061 2,941,806
Trade debtors 3,137,644 3,505,209
Amounts due from Group undertakings 16,721,851 34,278,396
Other debtors 325,978 398,533

21,978,534 41,123,944

2022 2021
£ £

Financial fiabifities
Obligations under finance leases 137,383 140,653
Trade creditors 923,138 452,002
Amounts owed to Group undertakings 1,023,388 281,137
Amounts owed to subsidiaries 7,677,072 7,724,352
Other accruals 11,807,991 14,018,113

21,568.972 22,616,257

19. PARENT UNDERTAKINGS, CONTROLLING PARTIES AND RELATED PARTY
TRANSACTIONS

The immediate parent undertaking and immediate controlling party 15 INC, a company mcorporated 1n
the United States of America (USA). The parent undertaking of the smallest and largest Group of
undertakings for which Group financial statements are drawn up, and of which the Company 15 a member,
1s Banff. Copies of the consolidated financial statements of Banff are available to the public from 2103
CityWest Boulevard, Houston, Texas, 77042, USA. The ultunate parent undertzking and ultimate
controlling party 1s KKR & Co. Inc., a publicly listed company ncorporated i the USA,
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19. PARENT UNDERTAKINGS, CONTROLLING PARTIES AND RELATED PARTY
TRANSACTIONS - (continued)

Section 1.12(e) and Section 33.1A of FRS 102 exempt disclosure of transactions entered into between
two or more members of a group, provided that any subsidiary which is a party to the transaction 1s wholly
owned by such a member. The Company has availed of this exemption to prepare ‘Related party
disclosures’, provided for by Sections 1 and 33.

20. EVENTS AFTER THE REPORTING DATE

In April 2022, the Company entered into a new lease agreement for a new office facility wath a lease term
of 5 years. The Company will benefit from a 12-month free rent period and a contribution from the
landlord to build out the leased premises,

In November 2022, the Company decided to liquidate the Russian branch
In March 2023, the Company recerved an mterim dividend from tts subsidiary, BMC Software GmbH, in
the amount of 2.375,000 euros, and the Company declared and paid a dividend to its immediate parent

undertaking, INC, of the equivalent in British pounds sterling ot £2,087,980.

There have been no other sigmficant events subsequent to 31 March 2022 which would require additional
disclosure in the financial statements
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