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FOR IMMEDIATE RELEASE

Transaction Systems Architects Reports Fiscal 2002
First Quarter Results

Highlights —
•  Hired new CEO, financial services industry veteran Gregory Derkacht
•  Revenue of $65.3 million
•  Pro forma diluted earnings per share of $.03
•  Thirteen core customers added by ACI Worldwide
•  Operating cash flow of $14.2 million; cash balance increased to $36.8 million

(OMAHA, Neb. January 29, 2002) Transaction Systems Architects, Inc. (Nasdaq: TSAI), a

leading global provider of enterprise e-payments and e-commerce software, announced today

that revenue for the first quarter of fiscal 2002 was $65.3 million. Pro forma earnings per diluted

share were $.03.  Operating cash flow was $14.2 million and the cash balance for the company

was $36.8 million.

As we indicated earlier this month, the quarter was challenging,  said Larry Fendley, interim

COO.  The overall IT market remains soft, particularly in the financial services sector.  Where

we do see opportunity, sales cycles have lengthened.  Our results this quarter reflect excellent

work by the team in managing costs in this difficult environment, and our cash flow once again

was strong.  In part, this is due to the fact that we have reduced our quarterly expense run rate by

over $10 million in the past year.  We continue to win in competitive situations, and we added

thirteen core customers in the ACI Worldwide business unit.

We announced during the quarter previously-signed contracts with both TSYS and Global

Payments Inc.,  added Fendley.  Adding new customers of this scale to our customer list further

validates our superior positioning at the high end of the market.  As e-payments continue to take

hold around the world, we are as well-positioned as ever to benefit from that secular trend.  In

addition, we recently signed our first customer, First of Omaha Merchant Processing, for our
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new IBM-based ACI Enterprise Payment System.  Finally, our reduced expense run rate

positions us to drive higher earnings once IT market expenditure levels return to more

normalized levels.

Our IntraNet and Insession Technologies business units performed well in the quarter,  said

Fendley.  IntraNet signed five large U.S. financial institutions which will migrate to its new

IBM-based high value transfer product, and is continuing to gain traction in Western Europe

with customers like Fortis Bank N.V., announced earlier in the quarter.  IntraNet s revenue was

up over 50 percent from the prior year first quarter and 19 percent sequentially.  Insession was

able to meet our expectations for the quarter, despite a difficult selling environment for e-

infrastructure products.

The Company completed the first quarter of fiscal 2002 with $175 million in backlog, consisting

of $45 million in non-recurring revenue and $130 million in recurring revenue. Recurring

revenues include all monthly license fees, maintenance fees and facilities management fees that

the Company expects to recognize over the next 12 months. Non-recurring revenues are

composed of all other fees, including initial license fees, specified in software and services

contracts the Company expects to recognize in the next 12 months.

The Company incurred a net loss during the first quarter of fiscal 2002 in the amount of $28.5

million, or $.81 per share.  Loss from continuing operations for the quarter was $2.8 million, or

$.08 per share.  Pro forma results from continuing operations are computed by excluding

acquisition-related software amortization of $2.5 million, and a $2.9 million loss on impairment

of marketable securities for the Company s investment in Nestor, Inc.

First quarter net loss and earnings per share reflect the Company s decision to adopt new

accounting rules relating to the amortization of goodwill and other intangibles.  As a result of

adopting the new accounting rules, goodwill in the amount of $25.7 million, net of tax, resulting

from the acquisition of MessagingDirect, Ltd. has been written off and reflected as a cumulative

effect of accounting change during the first quarter.  Pro forma results also exclude the effect of

adopting these new accounting rules.  Under the new accounting rules, goodwill will continue to

be recognized as an asset, but will not be amortized as previously required.

Our first quarter results reflect the adoption of the new goodwill valuation accounting rules.

The new rules require us to re-evaluate the amount we paid for acquisitions and make a

determination regarding the recorded book value of goodwill and whether it is still justified.  As

a result, we had independent appraisals performed on each of the Company s reporting units that
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contain goodwill.  From these appraisals, we determined that a write-down of $25.7 million was

needed to reflect the reduced value of the goodwill created when we purchased MessagingDirect,

Ltd.,  said Dwight Hanson, CFO.  The primary drivers of this determination are the overall

softness in discretionary IT spending and slower than expected adoption of secure document

delivery technology.

In addition to adopting the new goodwill accounting rules, we recorded a write-down in the

carrying value of our investment in Nestor, Inc.  This was based on our view that the decline in

market value for this investment was other than temporary, and as a result, under accounting

rules we were required to adjust our cost basis down,  said Hanson.

For the second quarter, we expect revenue to be in the range of $66 to $70 million and pro

forma EPS of $.04 to $.10,  said Hanson.  In addition, we are updating our fiscal 2002 guidance

to $270 to $290 million in revenue with pro forma EPS of $.33 to $.49.  This guidance for the

second quarter and the full year reflects our view of the impact of the ongoing reduction in IT

spending levels that we have seen in the marketplace.

I am excited by the opportunity to join TSA as its chief executive officer,  said Gregory

Derkacht.  TSA is the leader in its space.  Even with that leadership position, TSA is not

immune to softness in enterprise e-payment software spending.  Our goal is to ensure that we

maximize the cash and earnings potential of the core business, and prepare ourselves for the

eventual market turn.  The Company has proven that when the largest financial institutions,

retailers and e-payment processors need new e-payment software, we are the vendor of choice.

In part, our new Enterprise Payment System on the IBM mainframe will help us solidify our

position as we encounter more opportunities on that platform.  We are excited that we have now

licensed that product to our first customer.  With this initiative and others, we are positioning

TSA to expand its market leadership in the growing e-payments sector over the long term.

About Transaction Systems Architects

Transaction Systems Architects  software facilitates electronic payments by providing

consumers and companies access to their money. Its products are used to process transactions

involving credit cards, debit cards, secure electronic commerce, mobile commerce, smart cards,

secure electronic document delivery and payment, checks, high-value money transfers, bulk

payment clearing and settlement, and enterprise e-infrastructure.  Transaction Systems
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Architects’ solutions are used on more than 3,500 product systems in 81 countries on six

continents.

Fo rw ard -Lo ok ing  St at ements 

This report contains forward-looking statements based on current expectations that involve a number of risks and
uncertainties. Generally, forward-looking statements include words or phrases such as management anticipates,
the Company believes,  the Company anticipates,  the Company expects,  the Company plans,  the Company
will,  and words and phrases of similar impact, and include but are not limited to statements regarding future
operations, business strategy and business environment. The forward-looking statements are made pursuant to safe
harbor provisions of the Private Securities Litigation Reform Act of 1995. Actual results could differ materially.
Factors that could cause actual results to differ include, but are not limited to, the following:

¥  Th e Com pan y will con tin ue to  derive a m ajority of  its total rev en ue fro m intern ation al op eratio ns  an d is sub ject
to  r isk s o f con ducting inter nation al op erations  in cluding: d iff icu lties  in  s taf fin g and  managem ent, relian ce on 
in depen den t dis tribu tor s, lo nger p ay men t cycles , v olatilities o f f or eig n cur ren cy ex change r ates, co mplian ce
with  fo reign  regulatory  requ iremen ts , v ariab ility of  fo reign  econo mic cond ition s, an d chan ging res tr iction s
im po sed  by  U .S. ex po rt law s.

¥  Th e Com pan y will con tin ue to  deriv e a s ubs tantial major ity  o f its  total r ev enu e f ro m licens ing  its BAS E24 
family of so ftw are p rod ucts and  pr ov iding services  and maintenance r elated  to thos e pro ducts . A ny reductio n in
demand for , or increase in  comp etition with res pect to, BA SE24 pro du cts  wo uld h ave a mater ial advers e effect
on  the Com pany  s f in ancial cond ition  an d r es ults o f operatio ns.

¥  Th e Com pan y will con tin ue to  deriv e a s ubs tantial po rtion of  its r ev enu es fr om licen sin g o f sof tware pr odu cts
th at op erate on  Co mp aq com pu ter s. An y r edu ction  in  d emand fo r thes e com puter s o r in Com paq s  ab ility  to 
deliver  pr od ucts o n a timely  basis  could h av e a material adv ers e eff ect on  the Com pany  s f in ancial cond ition 
an d res ults of operatio ns. Comp aq has anno un ced  th at it is  p lan nin g to con so lid ate its hig h- end  perf orm ance
en terpr ise s erv ers  o n the In tel Co rp . I tan iu m m icr op rocess or  by  20 04 . A lso , Com paq  is contem platin g a m erg er 
with  Hewlett-Packard  Co . The Co mpany  has n ot deter mined  wh ether  th e con solid ation of  th e h ig h-end servers,
if  it o ccu rs  as  an no unced, o r the merger, if  co nsu mm ated, wo uld  materially  affect th e Comp an y s  bu sines s,
financial po sition  o r r esu lts o f o peration .

¥  Th e Com pan y  s b usiness is co ncentr ated in th e b ank in g indu stry, making it su sceptible to a d own tur n in that
in du str y. Fu rth er, b ank s are co ntinu ing  to  cons olidate, decr eas ing  the overall num ber o f p otential b uyers of 
TS A  s p rod ucts and  s erv ices.

¥  New accoun ting stand ard s, or  ad ditio nal in terpr etations  or  g uid ance reg ard in g exis ting stand ard s, co uld  be
is su ed in th e f utu re, w hich cou ld lead to un anticipated  ch an ges  in  the Com pany  s cur ren t f in ancial acco untin g
po licies. Th ese ch an ges  co uld affect th e tim ing  of  r evenue o r expens e r eco gn ition an d caus e flu ctu ation s in
op er ating results.

¥  Fluctuatio ns  in  qu ar ter ly op eratin g res ults may  resu lt in v olatility in the Co mp any s stock  pr ice. No as sur ance
can be giv en  th at op eratin g res ults will n ot vary. The Com pany  s s to ck price may als o b e v olatile, in p art, due to 
ex ternal f actor s s uch as ann oun cem en ts by th ird  parties  or  comp etito rs, in heren t v olatility in the h igh -
tech nology  s ector an d chan ging mar ket cond ition s in the in du str y.

¥  Th e Com pan y has  ex panded and  may s eek to con tin ue to  ex pan d its  op er ations  thro ugh  the acq uisition  o f
ad ditio nal b usines ses. Acq uisition s inv olv e man y r is ks that cou ld have a m aterial ad ver se ef fect o n the
Co mp any s bu sin ess , fin ancial cond ition  an d res ults of operatio ns. Managem en t s  nego tiatio ns  of  po tential
acqu isitio ns  an d the in teg ratio n o f acq uir ed  bu sin es ses  or  tech nolog ies  co uld d ivert th eir  time an d res our ces.
Fu rther , the Co mpany  may n ot be ab le to  pr op erly integr ate acqu ired bus iness es or techn olo gy  with its exis ting
op er ations , train an d m otivate per so nnel f ro m the acquired  b usines s, or  co mb ine po tentially dif fer en t corp or ate
cu ltures.

For a detailed discussion of these and other risk factors, interested parties should review the Company s filings with
the Securities and Exchange Commission.

FINANCIAL HIGHLIGHTS FOLLOW
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TRANSACTION SYSTEMS ARCHITECTS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(unaudited and in thousands)

ASSETS

Current assets:
Cash and cash equivalents $ 36,753 $ 32,252
Marketable securities 2,100 2,650
Billed receivables, net 50,973 50,277
Accrued receivables 44,970 50,932
Prepaid income taxes 2,185   1,911   
Deferred income taxes 9,399 8,700
Other 9,456 10,990

Total current assets 155,836 157,712

Property and equipment, net 15,089 14,580
Software, net 24,527 27,954
Goodwill, net 49,944 82,327
Long-term accrued receivables 19,895 24,916
Investments and notes receivable 1,259 1,309
Deferred income taxes 20,632 13,627
Other 4,549 5,028

Total assets $ 291,731 $ 327,453

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:
Current portion of long-term debt $ 5,655 $ 12,559
Accounts payable 9,919 13,542
Accrued employee compensation 7,792 9,030
Accrued liabilities 23,795 23,369
Deferred revenue 40,154 35,857

Total current liabilities 87,315 94,357

Long-term debt 1,409 761
Long-term deferred revenue 9,666 12,610
Other 1,016 1,057

Total liabilities 99,406 108,785

Stockholders’ equity:
Class A Common Stock 184 184
Additional paid-in capital 222,832 222,501
Retained earnings 13,512 42,016
Treasury stock, at cost (35,258) (35,258)
Accumulated other comprehensive income (8,945) (10,775)

Total stockholders’ equity 192,325 218,668

Total liabilities and stockholders’ equity $ 291,731 $ 327,453

20012001
December 31, September 30,
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Revenues:
Software license fees $ 34,321 $ 42,467
Maintenance fees 19,478 15,965
Services 11,511 16,204  

Total revenues 65,310 74,636

Expenses:
Cost of software license fees  10,995  11,591
Cost of maintenance and services 15,768 18,711
Research and development 9,049 10,069
Selling and marketing 16,622 19,695
General and administrative 13,637 16,127
Amortization of goodwill -           2,367

Total expenses 66,071 78,560

Operating loss (761) (3,924)

Other income (expense):
Interest income, net  920  205
Other (4,006)  (14,038)

Total other income (expense) (3,086) (13,833)

Loss before income taxes (3,847) (17,757)
Income tax benefit 1,047    3,405

Loss from continuing operations before cumulative
effect of accounting change (2,800) (14,352) 

Cumulative effect of accounting change (25,704) -           

Net loss $ (28,504) $ (14,352)

Earnings per share information:  
Weighted average shares outstanding  35,255 31,654

Basic and diluted earnings per share:
Continuing operations $ (0.08) $ (0.45)
Cumulative effect of accounting change (0.73) -           

Net loss $ (0.81) $ (0.45)

2001 2000

TRANSACTION SYSTEMS ARCHITECTS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited and in thousands, except per share amounts)

Three Months Ended December 31,
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Revenues:
Software license fees $ 34,321 $ -          $ 34,321
Maintenance fees 19,478 -          19,478
Services 11,511 -          11,511

Total revenues 65,310 -          65,310

Expenses:
Cost of software license fees  10,995  (2,453)   8,542
Cost of maintenance and services 15,768 -          15,768
Research and development 9,049 -          9,049
Selling and marketing 16,622 -          16,622
General and administrative 13,637 -          13,637

Total expenses 66,071 (2,453)  63,618

Operating income (loss) (761) 2,453   1,692

Other income (expense):
Interest income, net  920  -           920
Other (4,006)  2,900   (1,106)  

Total other income (expense) (3,086) 2,900   (186)

Income (loss) before income taxes (3,847) 5,353   1,506
Income tax benefit (provision) 1,047    (1,649)  (602)     

Income (loss) from continuing operations before cumulative
effect of accounting change (2,800) 3,704   904      

Cumulative effect of accounting change (25,704) 25,704 -          

Net income (loss) $ (28,504) $ 29,408 $ 904

Earnings per share information:  
Weighted average shares outstanding:

Basic  35,255 35,255

Diluted  35,255 35,461

Basic and diluted earnings per share:
Continuing operations $ (0.08) $ 0.03
Cumulative effect of accounting change (0.73) -          

Net income (loss) $ (0.81) $ 0.03

Reported Pro Forma

Reconciliation of Actual Results to Pro Forma Results

Three Months Ended December 31, 2001

and Other
As

TRANSACTION SYSTEMS ARCHITECTS, INC.

For the Quarterly Period Ended December 31, 2001
(unaudited and in thousands, except per share amounts)

Amortization


