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Item 2.01 Completion of Acquisition or Disposition of Assets.

On March 11, 2013, ACI Worldwide, Inc. (“ACI”) filed a Current Report on Form 8-K (the “Original Form 8-K”) to report the completion of the
acquisition by the Registrant of Online Resources Corporation (“ORCC”) pursuant to the previously announced Transaction Agreement, dated as of January 30,
2013 (the “Transaction Agreement”), by and among ACI and ORCC. This amendment to the Original Form 8-K is being filed to provide financial statements and
pro forma financial statements required by Item 9.01 of Form 8-K.

Item 9.01 Financial Statements and Exhibits.

(a) Financial Statements of Businesses Acquired.

The audited consolidated balance sheet of ORCC and its subsidiaries as of December 31, 2012 and audited consolidated statements of operations,
comprehensive loss, stockholders’ equity, and cash flows of ORCC and its subsidiaries for the year ended December 31, 2012, and the notes related thereto and
the related independent auditors’ report of KPMG LLP are filed in this form 8-K/A as Exhibit 99.1.

(b) Pro Forma Financial Information.

The unaudited pro forma combined statement of income for the year ended December 31, 2012, unaudited pro forma combined balance sheet as of
December 31, 2012, and the notes related thereto, are filed as Exhibit 99.2 to this report.

(d) Exhibits
 
Exhibit 23.2   Consent of KPMG LLP.

Exhibit 99.1

  

Audited consolidated balance sheet of ORCC and its subsidiaries as of December 31, 2012 and audited consolidated statements of
operations, comprehensive loss, stockholders’ equity, and cash flows of ORCC and its subsidiaries for the year ended December 31, 2012,
and the notes related thereto and the related independent auditors’ report of KPMG LLP.

Exhibit 99.2
  

Unaudited pro forma condensed combined statement of income for the year ended December 31, 2012, unaudited pro forma condensed
combined balance sheet as of December 31, 2012, and the notes related thereto.
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Exhibit
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23.2   Consent of KPMG LLP.

99.1

  

Audited consolidated balance sheet of ORCC and its subsidiaries as of December 31, 2012 and audited consolidated statements of operations,
comprehensive loss, stockholders’ equity, and cash flows of ORCC and its subsidiaries for the year ended December 31, 2012, and the notes
related thereto and the related independent auditors’ report of KPMG LLP.

99.2
  

Unaudited pro forma condensed combined statement of income for the year ended December 31, 2012, unaudited pro forma condensed combined
balance sheet as of December 31, 2012, and the notes related thereto.



Exhibit 23.2

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statements on Form S-8 (Nos. 333-123263, 333-113550, 333-88024, 333-88020, 333-59630, 333-
59632, 333-33728, 333-73027, 333-146974, 333-169293, and 333-182584) and on Form S-3 (No. 333-157952) of ACI Worldwide, Inc. of our report dated
April 16, 2013, relating to the consolidated balance sheet of Online Resources Corporation and subsidiaries as of December 31, 2012 and the related consolidated
statements of operations, comprehensive loss, stockholders’ equity and cash flows for the year then ended included herein.
 
/s/ KPMG LLP
McLean, Virginia
May 17, 2013
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Independent Auditors’ Report

The Board of Directors
ACI Worldwide, Inc.:

We have audited the accompanying consolidated financial statements of Online Resources Corporation and subsidiaries (the Company), which comprise the
consolidated balance sheet as of December 31, 2012, and the related consolidated statements of operations, comprehensive loss, stockholders’ equity, and cash
flows for the year then ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with U.S. generally accepted
accounting principles; this includes the design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial statements. The procedures
selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditors consider internal control relevant to the entity’s preparation and fair presentation of the consolidated
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.

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

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of the Company as of
December 31, 2012, and the results of their operations and their cash flows for the year then ended in accordance with U.S. generally accepted accounting
principles.



Emphasis of Matter

As discussed in note 14 to the consolidated financial statements, on March 11, 2013, all of the outstanding shares of the Company were acquired by ACI
Worldwide, Inc. Our opinion is not modified with respect to this matter.

/s/ KPMG LLP

McLean, Virginia

April 16, 2013
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ONLINE RESOURCES CORPORATION

Consolidated Balance Sheet

December 31, 2012

(In thousands, except par value amounts)
 

Assets   
Current assets:   

Cash and cash equivalents   $ 12,213 
Restricted cash    1,585 
Accounts receivable (net of allowance of $371)    21,011 
Deferred implementation costs    2,465 
Deferred tax asset, current portion    4,713 
Prepaid expenses and other current assets    2,374 

    
 

Total current assets    44,361 
Property and equipment, net    17,795 
Deferred tax asset, less current portion    27,992 
Deferred implementation costs, less current portion    1,447 
Goodwill    181,516 
Intangible assets    5,922 
Other assets    7,305 

    
 

Total assets   $ 286,338 
    

 

Liabilities and Stockholders’ Equity   
Current liabilities:   

Accounts payable   $ 1,966 
Accrued expenses    8,756 
Accrued compensation    4,355 
Notes payable, senior secured debt, current portion    10,900 
Deferred revenues, current portion    6,558 
Other current liabilities    631 

    
 

Total current liabilities    33,166 
Deferred revenues, less current portion    3,954 
Other long-term liabilities    1,039 

    
 

Total liabilities    38,159 
    

 

Commitments and contingencies   
Redeemable convertible preferred stock:   

Series A-1 convertible preferred stock, $0.01 par value; 75 shares authorized and issued at December 31, 2012 (Redeemable on July 3,
2013 at $129,037)    130,378 

Stockholders’ equity:   
Series B junior participating preferred stock, $0.01 par value; 297.5 shares authorized; none issued    —   
Common stock, $0.0001 par value; 70,000 shares authorized; 33,463 issued and 32,950 outstanding at December 31, 2012    3 
Additional paid-in capital    224,578 
Accumulated deficit    (103,615) 
Accumulated other comprehensive income    10 
Treasury stock, 513 shares at December 31, 2012    (3,175) 

    
 

Total stockholders’ equity    117,801 
    

 

Total liabilities and stockholders’ equity   $ 286,338 
    

 

See accompanying notes to consolidated financial statements.
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ONLINE RESOURCES CORPORATION

Consolidated Statement of Operations

Year ended December 31, 2012

(In thousands)
 
Revenues:   

Account presentation services   $ 11,410 
Payment services    120,738 
Relationship management services    6,076 
Professional services and other    27,632 

    
 

Total revenues    165,856 
    

 

Costs and expenses:   
Service costs    84,219 
Implementation and other costs    5,578 

    
 

Costs of revenues    89,797 
    

 

Gross profit    76,059 
    

 

General and administrative    35,630 
Reserve for potential legal liability    18,300 
Sales and marketing    19,624 
Systems and development    10,716 

    
 

Total expenses    84,270 
    

 

Loss from operations    (8,211) 
    

 

Other (expense) income:   
Interest income    126 
Interest expense    (1,614) 
Other expense    (94) 

    
 

Total other expense    (1,582) 
    

 

Loss before income tax benefit    (9,793) 
Income tax benefit    (3,137) 

    
 

Net loss    (6,656) 
Preferred stock accretion    10,283 

    
 

Net loss available to common stockholders   $ (16,939) 
    

 

See accompanying notes to consolidated financial statements.
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ONLINE RESOURCES CORPORATION

Consolidated Statement of Stockholders’ Equity

Year ended December 31, 2012

(In thousands)
 
                    Accumulated     
          Additional         other   Total  
   Common stock    paid-in    Accumulated  Treasury  comprehensive  stockholders’ 
   Shares   Amount   capital    deficit   stock   income (loss)   equity  
Balance at December 31, 2011    32,260  $ 3    221,519    (86,676)   (3,046)   19   131,819 
Net loss    —     —      —      (6,656)   —     —     (6,656) 
Currency translation adjustments    —     —      —      —     —     (9)   (9) 
Preferred stock accretion    —     —      —      (10,283)   —     —     (10,283) 
Treasury shares purchased    (54)   —      —      —     (129)   —     (129) 
Equity compensation cost    —     —      3,025    —     —     —     3,025 
Issuance of common stock    744   —      34    —     —     —     34 

    
 

   
 

    
 

    
 

   
 

   
 

   
 

Balance at December 31, 2012    32,950  $ 3    224,578    (103,615)   (3,175)   10   117,801 
    

 

   

 

    

 

    

 

   

 

   

 

   

 

See accompanying notes to consolidated financial statements.
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ONLINE RESOURCES CORPORATION

Consolidated Statement of Comprehensive Loss

Year ended December 31, 2012

(In thousands)
 
Net loss   $ (6,656) 
Foreign currency translation adjustments    (9) 

    
 

Comprehensive loss    (6,665) 
Preferred stock accretion    10,283 

    
 

Comprehensive loss available to common stockholders   $(16,948) 
    

 

See accompanying notes to consolidated financial statements.
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ONLINE RESOURCES CORPORATION

Consolidated Statement of Cash Flows

Year ended December 31, 2012

(In thousands)
 
Operating activities:   

Net loss   $ (6,656) 
Adjustments to reconcile net loss to net cash (used in) provided by operating activities:   

Deferred tax benefit    (3,804) 
Depreciation and amortization    12,478 
Equity compensation expense    2,977 
Write-off and amortization of debt issuance costs    538 
Loss on disposal of assets, net    849 
Provision for losses on accounts receivable    99 
Change in fair value of theoretical swap derivative    (260) 
Changes in operating assets and liabilities, net of acquisitions:   

Accounts receivable    (3,523) 
Prepaid expenses and other assets    (297) 
Deferred implementation costs    1,161 
Accounts payable    561 
Accrued expenses and other liabilities    (4,603) 
Interest payable    (2) 
Deferred revenues    (824) 

    
 

Net cash (used in) provided by operating activities    (1,306) 
    

 

Investing activities:   
Capital expenditures    (6,732) 
Change in restricted cash    (1,585) 

    
 

Net cash used in investing activities    (8,317) 
    

 

Financing activities:   
Proceeds from issuance of common stock, net of treasury stock purchases    (95) 
Repayment of 2007 Notes    (12,750) 
Proceeds from draw on line of credit    3,400 

    
 

Net cash used in financing activities    (9,445) 
    

 

Net increase (decrease) in cash and cash equivalents    (19,068) 
Impact of foreign currency    (9) 
Cash and cash equivalents at beginning of year    31,290 

    
 

Cash and cash equivalents at end of year   $ 12,213 
    

 

Cash paid for interest   $ 771 
Income taxes paid    678 

See accompanying notes to consolidated financial statements.
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ONLINE RESOURCES CORPORATION

Notes to Consolidated Financial Statements

December 31, 2012
 
(1) Organization

Online Resources Corporation (the Company or Online Resources) develops and supplies our proprietary Digital Payment Framework to power ePayments
choices between millions of consumers and financial institutions, creditors and billers. The Company services two primary business lines: bill payment and
transaction processing, and online banking and account presentation. The company’s digital bill payment services directly link financial interactions
between banks and billers, while our outsourced, web – and phone-based financial technology services enable clients to fulfill payment, banking and other
financial services to their millions of end users. The Online Resources Digital Payment Framework is built upon a foundation of security and innovation,
and features a wide range of configurable services enabling our clients to take advantage of industry-leading agility, flexibility and breadth of solution.

Online Resources provides outsourced, web- and phone-based financial technology services to financial institution, biller, card issuer and creditor clients to
fulfill payment, banking and other financial services to their millions of consumer end users. Our products and services enable our clients to provide their
consumer end users with the ability to perform various self-service functions including electronic bill payments and funds transfers, which utilize our
unique, real-time debit architecture, ACH and other payment methods, as well as gain online access to their accounts, transaction histories and other
information.

 
(2) Summary of Significant Accounting Policies
 

 (a) Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles (GAAP) requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. Significant estimates made by management
include the determination of the fair value of stock awards issued, allowances for accounts receivable, the assessment for impairment of long-lived
assets, and income taxes. Actual results could differ from those estimates.

 

 (b) Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries. All significant accounts, transactions
and profits between the consolidated companies have been eliminated in consolidation.

 

 (c) Cash and Cash Equivalents

The Company considers all highly liquid instruments purchased with an original maturity of three months or less to be cash equivalents.
 

 (d) Fair Value of Financial Instruments

At December 31, 2012, the carrying values of the following financial instruments: cash and cash equivalents, accounts receivable, accounts payable,
accrued expenses, and other liabilities approximate their fair values based on the liquidity of these financial instruments or based on their short-term
nature. The carrying values of the Company’s notes payable approximate fair value due to the variable interest rate, which resets every month based
upon interest benchmarks and a premium that varies based upon financial metrics.

(Continued)
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ONLINE RESOURCES CORPORATION

Notes to Consolidated Financial Statements

December 31, 2012
 
 (e) Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk at December 31, 2012 consist primarily of cash and cash
equivalents. The Company has cash in financial institutions that is insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 per
institution. At December 31, 2012, the Company had cash and cash equivalents and short-term investment accounts in excess of the FDIC insured
limits.

A customer that accounts for a significant percentage of sales relative to the Company’s total sales could potentially subject the Company to
concentrations of credit risk. At December 31, 2012, no one client or reseller partner accounted for more than 4% of the Company’s revenues.

 

 (f) Revenue Recognition

The Company generates revenues from service fees, professional services, and other supporting services as a financial technology services provider
in the Banking and Electronic Bill Presentment and Payment (EBPP) (formerly eCommerce) markets.

A major portion of the Company’s revenues are service fees. Service fee revenues generally comprise account presentation services, payment
services and relationship management services. Many of the Company’s contracts contain monthly user fees, transaction fees and new user
registration fees for the account presentation services, payment services and relationship management services it offers that are often subject to
monthly minimums, all of which are classified as service fees in the Company’s consolidated statement of operations. Additionally, some contracts
contain fees for relationship management marketing programs which are also classified as service fees in the Company’s consolidated statement of
operations. These services are not considered separate deliverables. Fees for relationship management marketing programs, monthly user and
transaction fees, including the monthly minimums, are recognized in the month in which the services are provided or, in the case of minimums, in
the month to which the minimum applies. The Company recognizes revenues from service fees in accordance with GAAP, which requires that
revenues generally are realized or realizable and earned when all of the following criteria are met: a) persuasive evidence of an arrangement exists;
b) delivery has occurred or services have been rendered; c) the seller’s price to the buyer is fixed or determinable; and d) collectibility is reasonably
assured. Revenues associated with services that are subject to refund are not recognized until such time as the exposure to potential refund has
lapsed.

The Company collects funds from end-users and aggregates them in clearing accounts, which are not included in its consolidated balance sheets, as
the Company does not have ownership of these funds. For certain transactions, funds may remain in the clearing accounts until a payment check is
deposited or other payment transmission is accepted by the receiving merchant. The Company earns interest on these funds for the period they
remain in the clearing accounts. The collection of interest on these clearing accounts is considered in the Company’s determination of its fee
structure for clients and represents a portion of the payment for services performed by the Company. The interest totaled $0.3 million for the year
ended December 31, 2012, and is classified as payment services revenue in the Company’s consolidated statement of operations.

 
(Continued)
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ONLINE RESOURCES CORPORATION

Notes to Consolidated Financial Statements

December 31, 2012
 

We enter into agreements with certain of our clients to process payment funds on their behalf. When we process an automated clearing house or
automated teller machine network payment transaction for a client, we initiate a transaction to withdraw funds from the designated source account
and deposit them into our off-balance sheet settlement account, which is a trust account maintained for the benefit of our clients. We then initiate a
simultaneous transaction to transfer funds from our settlement account to the intended destination account. These “back to back” transactions are
designed to settle at the same time, usually overnight, such that we receive the funds from the source at the same time as we send the funds to their
destination. We maintain these funds in accounts separate from our corporate assets. While we do not take ownership of these funds we are entitled
to interest earned on the fund balances. The fund balances have not been included in our balance sheet. The amount of such funds as of
December 31, 2012 was $241 million.

Professional services revenues consist of implementation and professional fees associated with the linking of the Company’s financial institution
clients to its service platforms through various networks, along with web development and hosting fees, training fees, communication services and
sales of software licenses and related support. Revenues are recognized when the Company provides access to its service platforms to the customer
using a hosting model. The implementation, professional services and web hosting services are not considered separate deliverables. Revenues from
web development, web hosting, training and communications services are recognized over the term of the contract as the services are provided.

A minor portion of the Company’s revenue relate to the delivery of software. When the Company provides services to the customer through the
delivery of software, revenues from the sale of software licenses, services and related support are recognized when there is persuasive evidence that
an arrangement exists, the fee is fixed or determinable, collectibility is probable and the software has been delivered, provided that no significant
obligations remain under the contract. The Company has multiple-element software arrangements, which in addition to the delivery of software,
typically also include support services. For arrangements that include support services, the Company does not have vendor-specific-objective-
evidence (VSOE) of the fair value of the support services, and therefore, the revenue from all elements is recognized on a straight-line basis over the
term of the support agreement.

The revenue for arrangements to provide customized software sold on a stand-alone basis, without any support services, is recognized using the
percentage-of-completion basis over the period in which the customization is performed. The percentage-of-completion is measured based on the
percentage of labor effort incurred to date to estimated total labor effort to complete delivery of the software license. Changes in estimates to
complete and revisions in overall profit estimates on these contracts are charged to the Company’s consolidated statement of operations in the period
in which they are determined. The Company records any estimated losses on contracts immediately upon determination.

Other revenues consist of service fees related to enhanced third-party solutions and termination fees. Service fees for enhanced third-party solutions
include fully integrated bill payment and account retrieval services through Intuit’s Quicken, check ordering, inter-institution funds transfer, account
aggregation and check imaging. Revenues from these service fees are recognized over the term of the contract as the services are provided.
Termination fees are recognized upon termination of a contract.

 
(Continued)
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ONLINE RESOURCES CORPORATION

Notes to Consolidated Financial Statements

December 31, 2012
 
 (g) Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are determined based on temporary differences
between financial reporting and the tax bases of assets and liabilities. Deferred tax assets are also recognized for tax net operating loss and
alternative minimum tax credit carryforwards. These deferred tax assets and liabilities are measured using the enacted tax rates and laws that are
expected to be in effect when such amounts are expected to reverse or be utilized. The realization of total deferred tax assets is contingent upon the
generation of future taxable income. Valuation allowances are provided to reduce such deferred tax assets to amounts more likely than not to be
ultimately realized. See note 6, Income Taxes, for further discussion.

 

 (h) Allowance for Doubtful Accounts

The Company performs ongoing credit evaluations of its customers’ financial condition and limits the amount of credit extended when deemed
necessary, but generally does not require collateral. Management believes that any material risk of loss is significantly reduced due to the Company’s
broad client base as well the number of its customers and geographic areas. The Company maintains an allowance for doubtful accounts to provide
for probable losses in accounts receivable.

 

 (i) Property and Equipment

Property and equipment, including leasehold improvements, are recorded at cost. Depreciation is calculated using the straight-line method over the
assets’ estimated useful lives. See the table below for depreciable lives for each asset grouping. Depreciation expense is included as cost of revenues
and general and administrative expenses in the consolidated Statement of Operations. See note 3, Property and Equipment and Capitalized Software
Costs, for additional information.

 
   Asset group   Depreciable life

 Central processing systems and terminals   3-5 years
 Office furniture and equipment   5 years
 Central processing systems and terminals under   
 capital leases   shorter life of 3-7 years or lease term
 Office furniture and equipment under capital leases   shorter life of 5 years or lease term
 Leasehold improvements   generally remaining lease term (1)

 
(1) If the leasehold improvements estimated life is shorter than the remaining lease term, the estimated life is used as the depreciable term.
 

(Continued)
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ONLINE RESOURCES CORPORATION

Notes to Consolidated Financial Statements

December 31, 2012
 
 (j) Capitalized Software Costs

The Company capitalizes the cost of computer software developed or obtained for internal use. Capitalized computer software costs consist primarily
of payroll-related and consulting costs incurred during the development stage. The Company expenses costs related to preliminary project
assessments, development, re-engineering, training and application maintenance as they are incurred.

Capitalized software costs are being depreciated on the straight-line method over a period ranging from three to seven years upon being placed in
service.

The Company capitalizes software development costs beginning when a product’s technological feasibility has been established by completion of a
working model of the product and ending when a product is ready for general release to customers. We capitalized approximately $4.3 million for
the year ended December 31, 2012.

 

 (k) Goodwill

The Company recorded goodwill and intangible assets for the acquisitions of ITS on August 10, 2007, Princeton eCom Corporation (Princeton) on
July 3, 2006, Integrated Data Systems, Inc. (IDS) on June 27, 2005, and Incurrent Solutions, Inc. (Incurrent) on December 22, 2004. Goodwill is not
amortized and is tested at the reporting unit level at least annually or whenever events or circumstances indicate that goodwill might be impaired.
The fair value of the Company’s reporting units are measured under the income method by utilizing discounted cash flows. The estimates the
Company uses in evaluating goodwill are consistent with the plans and estimates that the Company uses to manage its operations.

The Company did not experience any impairment of goodwill or other intangible assets for the year ended December 31, 2012. If market conditions
weaken, the Company’s revenue and cost forecasts may not be achieved and the Company may incur charges for goodwill impairment, which could
be significant and could have a material negative effect on our results of operations. The Company will continue to monitor its financial
performance, stock price, and other factors in order to determine if there are any indicators of impairment.

The Company’s reporting units, Banking and electronic bill presentment and payment (EBPP), have a carrying value of approximately $95.4 million
and approximately $121.0 million, respectively, as of October 1, 2012. Banking and EBPP have allocated goodwill of approximately $80.4 million
and approximately $101.1 million, respectively, as of December 31, 2012. If the Company’s future revenue growth does not materialize, either
because it fails to achieve sales forecasts or loses existing customers, or if it experiences changes in market factors such as discount rate or stock
price, the fair value of one or both of the Company’s reporting units could be impacted. If the fair value for our Banking reporting unit declines
approximately 5% from its October 1, 2012 fair value, or the fair value of our EBPP reporting unit declines approximately 23% from its October 1,
2012 fair value, it is likely that we would incur goodwill impairment charges.

 
(Continued)
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ONLINE RESOURCES CORPORATION

Notes to Consolidated Financial Statements

December 31, 2012
 
 (l) Impairment of Long-Lived Assets and Intangible Assets

The Company periodically evaluates the recoverability of long-lived assets, including deferred implementation costs, property and equipment and
intangible assets, whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. Intangible assets include
customer lists, noncompete agreements, purchased technology, patents and trademarks, which are amortized over their useful lives of five to
eleven years based on a schedule that approximates the pattern in which economic benefits of the intangible assets are consumed or otherwise used
up. Other intangible assets represent long-lived assets and are assessed for potential impairment whenever significant events or changes occur that
might impact recovery of recorded costs. There were no impairments for this particular asset group for the year ended December 31, 2012.

 

 (m) Theoretical Swap Derivative

The Company bifurcated the fair market value of the embedded derivative associated with the Series A-1 Redeemable Convertible Preferred Stock
(Series A-1 Preferred Stock) issued in conjunction with the Princeton eCom acquisition on July 3, 2006. The Company determined that the
embedded derivative is defined as the right to receive a fixed rate of return on the accrued, but unpaid dividends and the variable negotiated rate,
which creates a theoretical swap between the fixed rate of return on the accrued, but unpaid dividends and the variable rate actually accrued on the
unpaid dividends. This embedded derivative is marked to market at the end of each reporting period through earnings and an adjustment to other
assets. There is no active market quote available for the fair value of the embedded derivative. Thus, management measures fair value of the
derivative by estimating future cash flows related to the asset using a forecasted iMoney Net First Tier rate based on the one-month London
Interbank Offered Rate (LIBOR) rate adjusted for the historical spread for the estimated period in which the Series A-1 Preferred Stock will be
outstanding.

 

 (n) Derivative Instruments

The Company recognizes all of its derivative instruments as either assets or liabilities in the consolidated balance sheet at fair value. The accounting
for changes in the fair value (i.e., gains or losses) of a derivative instrument depends on whether it has been designated and qualifies as part of a
hedging relationship and further, on the type of hedging relationship. For those derivative instruments that are designated and qualify as hedging
instruments, a company must designate the hedging instrument, based upon the exposure being hedged, as a fair value hedge, cash flow hedge or a
hedge of a net investment in a foreign operation.

 

 (o) Stock-Based Compensation

The Company recognized compensation for all share-based payments based on the grant-date fair value. See note 12, Equity Compensation Plans,
for a description of the Company’s equity compensation plans and the details of the Company’s stock compensation expense.

The Company has applied the with-and-without approach for the ordering recognition of excess tax benefits for share-based awards and other
benefits.

 

 (p) Foreign Currency Translation

The assets and liabilities of the Company’s foreign subsidiary are translated into U.S. dollars at exchange rates in effect as of the end of the period.
Equity activities are translated at the spot rate effective at the date of the transaction. Revenue and expense accounts and cash flows of these
operations are translated at average exchange rates prevailing during the period the transactions occurred. Translation gains and losses are included
as an adjustment to the accumulated other comprehensive income account in stockholders’ equity. Transaction gains and losses are included in other
income (expenses), net, in the accompanying Consolidated Statement of Operations.
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 (q) Recently Adopted Pronouncements

In June 2011, the Financial Accounting Standards Board (FASB) issued updated guidance for disclosing comprehensive income. The update is
intended to increase the prominence of other comprehensive income in the financial statements. The guidance requires that the Company presents
components of comprehensive income in either one continuous statement or two separate but consecutive statements and no longer permits the
presentation of comprehensive income in the consolidated statement of stockholders’ equity. The Company adopted this new guidance effective
January 1, 2012, as required.

 
(3) Property and Equipment and Capitalize Software Costs

Property and equipment and capitalized software costs consist of the following (in thousands):
 

Central processing systems and terminals   $ 32,175  
Office furniture and equipment    5,070  
Central processing systems and terminals under capital leases    763  
Office furniture and equipment under capital leases    127  
Internal use software    45,503  
Leasehold improvements    7,705  

    
 

Total    91,343  
Less:   

Accumulated depreciation and amortization    (37,480) 
Accumulated amortization of internal use software    (35,178) 
Accumulated depreciation on assets held under capital leases    (890) 

    
 

  $ 17,795  
    

 

Depreciation expense for the year ended December 31, 2012 was $5.1 million. Amortization of internal use software for the year ended December 31, 2012
was $4 million.
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(4) Goodwill and Intangible Assets

Goodwill consists of the following (in thousands):
 

   Banking    EBPP      
   reporting unit   reporting unit   Total  
Balance at December 31, 2011   $ 80,395    101,121    181,516 
Activity    —      —      —   

    
 

    
 

    
 

Balance at December 31, 2012   $ 80,395    101,121    181,516 
    

 

    

 

    

 

Intangible assets consist of the following (in thousands):
 

Gross carrying amount:   
Customer lists   $ 39,846  
Patents and Trademarks    149  

    
 

Total gross carrying amount    39,995  
    

 

Accumulated amortization:   
Less:   

Accumulated amortization of customer lists    (34,009) 
Accumulated amortization of patents and trademarks    (64) 

    
 

Total accumulated amortization    (34,073) 
    

 

Total intangible assets   $ 5,922  
    

 

Amortization expense related to intangible assets was $3.4 million for the year ended December 31, 2012.

All intangible assets are amortized over their useful lives of five to eleven years based on a schedule that approximates the pattern in which economic
benefits of the intangible assets are consumed or otherwise used up. Amortization expense is expected to approximate $2.1 million, $1.6 million,
$1.2 million, $0.7 million and $0.3 million for the years ended December 31, 2013, 2014, 2015, 2016 and 2017.

 
(5) Commitments and Contingencies

The Company leases office space under operating leases expiring in through 2017. All but one of the leases provide for escalating rent over the respective
lease term. Rent expense is recognized on a straight-line basis over the period of the lease. Rent expense under the operating leases for the year ended
December 31, 2012, was $4.7 million. As of December 31, 2012, the Company does not have any equipment under capital lease.
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Future minimum lease payments under leases are as follows (in thousands):
 

   Operating 
2013   $ 4,521 
2014    3,835 
2015    2,004 
2016    1,828 
2017    314 
Thereafter    —   

    
 

Total minimum lease payments   $ 12,502 
    

 

In November 2012, the Company determined there was a cash deficit of approximately $4.5 million in its Princeton Biller and Banking operating accounts.
The Company subsequently investigated this deficit and in January 2013 determined that approximately $3.8 million of the cash deficit originated prior to
the Company’s acquisition of Princeton eCom in July 2006. The Company also determined that approximately $0.4 million originated during the
18 months from July 2006 through December 2007, and the remaining $0.3 million originated during fiscal year 2008. Since a significant portion of the
deficit occurred prior to the acquisition of Princeton eCom, and the remaining amounts were not material to the applicable reporting periods, the Company
has recognized an obligation for the deficit as a charge to earnings during 2012.

The Company is the defendant in a civil action lawsuit styled Lawlor v. Online Resources Corporation, Case No. 2010-5601 which was filed in the Fairfax
County, Virginia Circuit Court (the Trial Court). Mr. Lawlor, the Company’s former chairman and chief executive officer, alleged certain claims in
connection with the termination of his employment with the Company, including breach of his severance agreement. On November 8, 2011, the Trial Court
issued a judgment awarding Mr. Lawlor $5,295,619 in damages plus pre-judgment interest and $2,131,035 in attorneys’ fees, plus applicable interest. As a
result of this verdict against the Company, we recorded an aggregate reserve of $7.9 million.

On February 3, 2012, the Company filed an appeal with the Supreme Court of Virginia (Case No. 120208) seeking reversal of the judgment against the
Company on the counts which it lost at trial, in whole or in part. On June 6, 2012, the Supreme Court of Virginia granted the Company’s petition and heard
the Company’s appeal on November 1, 2012.

On January 10, 2013, the Supreme Court of Virginia issued a written opinion affirming the Trial Court’s decision with regard to liability, thereby affirming
the award of damages in the principal amount of $5,295,619. The Supreme Court reversed the Trial Court’s decision to award attorneys’ fees and costs in
the amount of $2,131,035, ruling that the Trial Court erred in determining that Mr. Lawlor’s severance agreement entitled him to legal fees for claims that
were not related to breach of that agreement. The Supreme Court remanded the case to the Trial Court for further proceedings.

On remand, the Court ordered disbursement of $6,226,197 to Mr. Lawlor, discharging the Company for the principal judgment of $5,295,619 (including
interest) but continuing the case with regard to the issue of the Company’s liability for attorneys’ fees and expenses. The Company and Mr. Lawlor
subsequently negotiated a mutual release and settlement agreement that was executed and entered into effective March 25, 2013. Pursuant to the
agreement, the entire balance of the cash deposit of $2,295,637 was remitted to Mr. Lawlor in exchange for him not pursuing the additional awards of
attorney fees, costs and interest, and the parties granted mutual releases. The Court entered an order on March 27, 2013, deeming the judgments and awards
fully satisfied and paid out, striking the case from the docket.
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The Company is the defendant-appellant in a civil action lawsuit styled, Kent D. Stuckey v. Online Resources Corporation, Case No. 2:08-CV-1188,
brought against the Company in U.S. District Court for the Southern District of Ohio, Eastern Division. This lawsuit was filed on December 19, 2008 by
Mr. Stuckey, the former Chief Executive Officer and Chairman of Internet Transaction Solutions, Inc. (ITS), alleging certain claims in connection with the
Company’s acquisition of ITS in August 2007. The plaintiff brought this suit in a representative capacity on behalf of all former ITS stockholders.

The trial judge issued a written bench opinion on November 9, 2012 rejecting plaintiff’s claims against the Company for common law fraud, punitive
damages, costs of litigation (i.e., attorney’s fees) and release of approximately $760,000 currently held in escrow, but ruling in plaintiff’s favor and against
the Company on the claims for (a) breach of the merger agreement, (b) rescission under the Ohio Securities Act, and (c) violation of the price protection
provisions in the merger agreement. The bench opinion further provided that the plaintiff shall elect damage remedies between a total of approximately
$18 million (including prejudgment interest) for breach of the merger agreement for failure to register the stock issued in the transaction (the Breach of
Contract Claim), or approximately $25 million, plus taxable court costs, for violation of the Ohio Securities Act. The bench opinion also awarded plaintiff
approximately $100,000 (including prejudgment interest) for breach of the price protection provisions in the merger agreement.

On December 11, 2012, the plaintiff elected the remedy for the Breach of Contract Claim. In accordance with such election, on December 13, 2012, the
Court issued a Final Judgment (the Judgment) against the Company. Under the Judgment, the Court awarded the plaintiff an aggregate of $18,075,494
(including prejudgment interest) in damages for the Breach of Contract Claim and the breach of the price protection provisions in the merger agreement. As
a result of this verdict against the Company and election by the plaintiff, we recorded an aggregate charge of $18.3 million.

The Company filed an appeal with the U.S. Court of Appeals for the Sixth Circuit. Mr. Stuckey cross-appealed, claiming that the trial court did not award a
sufficient amount of pre-judgment interest, thus requesting that the judgment be increased by at least $4.2 million.

The Company and Mr. Stuckey participated in a court ordered mediation on March 22, 2013. On April 4, 2013, the Company and Mr. Stuckey agreed to a
settlement in which $17.9 million will be released to Mr. Stuckey, and the remaining $400,000 of the cash deposit and the entire escrow balance of
approximately $775,000, together with accrued interest, being refunded to the Company. A definitive release and settlement agreement is being prepared.

From time to time, we are named as a defendant in other legal actions that we consider ordinary, routine litigation that is incidental to our business. It is
possible, however, that subsequent events in any litigation may cause us to reconsider our assessments and determinations, including the need to establish
or (if applicable) increase loss provisions, unless we believe that we have obtained adequate insurance coverage, rights to indemnification, or where
appropriate, have previously established adequate reserves.
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(6) Income Taxes

The Company incurred a current tax liability for federal income taxes resulting from alternative minimum tax (AMT), of approximately $0.3 million for the
year ended December 31, 2012. As a result of the AMT paid, the Company has approximately $1.9 million in AMT credits that can be used to offset
regular income taxes when paid in the future. In addition, the Company incurred a current state tax expense of approximately $0.4 million for the year
ended December 31, 2012.

At December 31, 2012, the Company has federal net operating loss (NOL) carryforwards of approximately $45.0 million that expire at varying dates from
2022 to 2027, excluding approximately $19.9 million related to the exercise of stock options. The benefit of the stock compensation deductions will be
recognized in shareholders equity when the net operating losses are realized and reduce income taxes payable.

The timing and manner in which the Company may utilize the net operating loss carryforwards in subsequent tax years will be limited to the Company’s
ability to generate future taxable income and, potentially, by the application of the ownership change rules under Section 382 of the Internal Revenue Code.
While Section 382 limitations apply to the Company, the limitations alone are not expected to result in the expiration of tax benefits should the Company
produce taxable income sufficient to utilize the loss carryforwards.

The total valuation allowance as of December 31, 2012 is approximately $0.5 million. This relates to state NOLs not expected to be utilized prior to
expiration and capital losses.

Our estimates of future taxable income represent critical accounting estimates because such estimates are subject to change and a downward adjustment
could have a significant impact on future earnings. Furthermore, the Company continues to evaluate its net deferred tax asset valuation allowance in
regards to the likelihood of realization of the deferred tax assets. Included in the current portion of deferred tax asset are net operating losses forecasted to
be utilized within the next twelve months. Actual amounts utilized could differ from these estimates.
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Significant components of the Company’s net deferred tax assets are as follows (in thousands):
 

Deferred tax assets:   
Net operating loss carryforwards   $17,289  
Deferred wages    1,136  
Deferred revenue (net of deferred cost)    978  
Deferred rent    668  
Fixed assets    942  
Other credits    2,044  
Legal reserve    10,668  
Other deferred tax assets    1,753  

    
 

Total deferred tax assets    35,478  
    

 

Valuation allowance for deferred tax assets    (474) 
Deferred liabilities:   

Acquired intangible assets    (2,299) 
    

 

Total deferred tax liabilities    (2,299) 
    

 

Net deferred tax assets   $32,705  
    

 

The Internal Revenue Code limits the utilization of net operating losses when ownership changes occur, as defined by Section 382 of the Internal Revenue
Code. Based on the Company’s analysis, a sufficient amount of net operating losses are available to offset the Company’s taxable income for the year
ended December 31, 2012. In addition, during 2007 the Company recognized a deferred tax asset with respect to a substantial portion of its net operating
losses. The net deferred tax asset represents the amount of tax benefit that the Company currently believes it will, more likely than not, have taxable
income against which to apply that benefit, likely within the next four years.
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The following is a summary of the items that caused the income tax expense to differ from taxes computed using the statutory federal income tax rate for
the year ended December 31, 2012 (in thousands):

 
Tax benefit at statutory federal rate   $(3,427) 
Effect of:   

State income tax, net    (208) 
Other permanent differences, net    (11) 
Deferred tax adjustment related to stock compensation    1,259  
Deferred tax asset federal rate change    (729) 
Other    (21) 

    
 

Income tax benefit   $(3,137) 
    

 

Income tax benefit consists of the following (in thousands):   
Current expense:   

Federal   $ 183  
State    376  
Foreign tax    108  

    
 

   667  
    

 

Deferred benefit:   
Federal    (3,352) 
State    (452) 

    
 

   (3,804) 
    

 

Income tax benefit   $(3,137) 
    

 

As of December 31, 2012, the Company determined it has no material uncertain tax positions and no interest or penalties have been accrued.

The tax return years since 1999 in the Company’s major tax jurisdictions, both federal and various states, have not been audited and are not currently under
audit. Due to the existence of tax attribute carryforwards, the Company treats certain post-1999 tax positions as unsettled due to the taxing authorities’
ability to modify these attributes. The Company does not have reason to expect any changes in the next twelve months regarding its uncertain tax positions.

The Company estimates that it is reasonably possible that no reduction in unrecognized tax benefit may occur in the next twelve months due primarily to
the expiration of the statute of limitations in various state and local jurisdictions. The Company does not currently estimate any material reasonably
possible uncertain tax positions occurring within the next twelve month time frame.
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(7) Derivatives Instruments

Theoretical Swap Derivative

The Company bifurcated the fair market value of the embedded derivative associated with the Series A-1 Redeemable Convertible Preferred Stock
(Series A-1 Preferred Stock) issued in conjunction with the Princeton eCom acquisition on July 3, 2006 in accordance with GAAP. The Company
determined that the embedded derivative is defined as the right to receive a fixed rate of return on the accrued, but unpaid dividends and the variable
negotiated rate, which creates a theoretical swap between the fixed rate of return on the accrued, but unpaid dividends and the variable rate actually accrued
on the unpaid dividends. This embedded derivative is marked to market at the end of each reporting period through earnings and an adjustment to other
assets. There is no active market quote available for the fair value of the embedded derivative. Thus, management measures fair value of the derivative by
estimating future cash flows related to the asset using a forecasted iMoney Net First Tier rate based on the one-month LIBOR rate adjusted for the
historical spread for the estimated period in which the Series A-1 Preferred Stock will be outstanding. The fair value of the theoretical swap derivative was
$6.8 million at December 31, 2012 and is included in other assets on the consolidated balance sheet. The Company recorded a reduction to other expense
on the consolidated statement of operations of approximately $0.3 million for the year ended December 31, 2012 that reflected the change in fair value of
the theoretical swap derivative.

The following table presents the fair value of the theoretical swap derivative instrument included within the condensed consolidated balance sheet at
December 31, 2012 (in thousands):

 
       Balance sheet  
       location  
Asset derivatives:     

Theoretical swap (1)   $6,810     Other assets  
 
(1) See note 13, Fair Value Measurements, for a description of how the derivatives shown above are valued.

The following table presents the amounts affecting the condensed consolidated statement of operations for the year ended December 31, 2012 (in
thousands):

 
Derivative not designated as hedging instrument:   

Amount of gain recognized in income on derivative, pre tax   $260  
 
(1) See note 13, Fair Value Measurements, for additional information. The gain recognized in income is included in interest expense.

Series A-1 Preferred Stock

The Company’s Series A-1 Preferred Stock is carried at its fair value at inception adjusted for accretion of unpaid dividends and interest accruing thereon,
the 115% redemption price, the original fair value of the bifurcated embedded derivative, and the amortized portion of its original issuance costs, which
approximates its redemption value. At December 31, 2012, its carrying value was $130.4 million. See note 10, Redeemable Convertible Preferred Stock,
for a detailed explanation of the Series A-1 Preferred Stock. At the date in which the Series A-1 Preferred Stock becomes redeemable (July 3, 2013), the
carrying value less the theoretical swap derivative value will equal the redemption amount of the Series A-1 Preferred Stock at that date.
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(8) Accrued Expenses

Accrued expenses consist of the following (in thousands):
 

Partnership commissions   $ 570  
Professional fees    1,289  
Payment processing    1,136  
Payment processing account deficit    4,547  
Miscellaneous    1,214  

    
 

  $8,756  
    

 

 
(9) Senior Secured Notes

On September 25, 2012, the Company amended its senior secured credit facilities through February 21, 2013. The Company has an agreement with Bank
of America which finances its senior secured notes (2007 Notes). The prior agreement provided a $12.0 million revolver (Revolver) under which the
Company could secure up to $10.0 million in letters of credit. Available credit under the Revolver had been reduced by approximately $10 million as a
result of letters of credit the bank has issued. Under the amended agreement the Revolver has been reduced to $5.0 million. In October 2012, the Company
placed $1.6 million into a restricted cash account with Bank of America as collateral for $1.6 million in letters of credit issued under the Revolver. In
December 2012, the Company drew $3.4 million under the Revolver and this amount remains outstanding as of December 31, 2012. The Company made
principal payments of $12.8 million on the 2007 Notes in the year ended December 31, 2012, reducing the outstanding principal from $20.3 million to
$7.5 million. The Company repaid the remaining outstanding principal on the 2007 Notes and the $3.4 million outstanding under the line of credit on
February 21, 2013, in conjunction with the agreement’s termination.

The interest rate on both the Revolver and the 2007 Notes is the one month LIBOR plus 275 to 325 basis points based upon the Company’s Consolidated
Leverage Ratio (defined in the 2007 Notes), and is payable monthly. At December 31, 2012, the margin was 275 basis points. The average interest rate for
the year ended December 31, 2012 was 6.75%. The 2007 Notes and the Revolver are secured by the assets of the Company.

In February 2013, the Company entered into a $7,500,000 revolving credit facility which matures on March 31, 2013, subject to an extension of the
maturity date to May 31, 2013, if certain conditions are satisfied. Interest is due and payable in arrears (i) for each Eurodollar rate loan, on the date
one month after disbursement, conversion or continuation as a Eurodollar rate loan and the maturity date and (ii) for each base rate loan, on the last
business day of each calendar month and the maturity date. The interest rate per annum is equal to (i) the British Bankers Association LIBOR Rate plus
3.5% for each Eurodollar rate loan and (ii) the highest of (a) the federal funds rate plus 0.50%, (b) the rate of interest in effect for such day as publicly
announced by Bank of America, and (c) the Eurodollar rate plus 1.00% plus 2.5%. The Company incurred origination fees of $0.1 million.
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(10) Redeemable Convertible Preferred Stock
 

 (a) Series A-1 Redeemable Convertible Preferred Stock

Pursuant to the restated certificate of incorporation, the Board of Directors has the authority, without further action by the stockholders, to issue up to
3,000,000 shares of preferred stock in one or more series. Of these 3,000,000 shares of preferred stock, 75,000 shares have been designated Series A-
1 Preferred Stock. Subject to certain exceptions related to the amendment of the restated certificate of incorporation, the issuance of additional
securities or debt or the payment of dividends, the Series A-1 Preferred Stock votes as a single class and on an as converted basis with the common
stock.

Shares of the Series A-1 Preferred Stock are initially convertible into common shares at a rate of $16.22825 per share, or 4,621,570 shares in the
aggregate. Although the Series A-1 Preferred Stock shares have anti-dilution protection, in no event can the number of shares of common stock
issued upon conversion of the Series A-1 Preferred Stock exceed 5,102,986 common shares. The anti-dilution protection of the Series A-1 Preferred
Stock is based on the weighted average price of shares issued below the conversion price, provided that (a) shares issued in connection with
compensatory equity grants, (b) shares issued above $12.9826 and (c) other issuances as set forth in the certificate of designations of the Series A-1
Preferred Stock are excluded from the anti-dilution protections of the Series A-1 Preferred Stock.

The Series A-1 Preferred Stock has a redemption value of 115% of the face value of the stock, on or after seven years from the date of issuance, or
July 3, 2013. The Company accounts for the securities by accreting to its expected redemption value over the period from the date of issuance to the
first expected redemption date. The Company recognized $1.7 million for the year ended December 31, 2012, to adjust for the redemption value at
maturity.

The Series A-1 Preferred Stock has a feature that grants holders the right to receive interest-like returns on accrued, but unpaid, dividends that
accumulate at 8% per annum. This 8% per annum increase is convertible into shares of common stock, subject to the conversion limit noted above;
however the Company has the right to pay the 8% per annum increase in cash in lieu of conversion into common stock. For the year ended
December 31, 2012, $6.0 million of preferred stock accretion was recognized in the consolidated statement of operations, for the 8% per annum
cumulative dividends. In addition, the holders are entitled to receive an escalation accrual on the accrued, but unpaid dividends, which is based on a
variable interest rate. The difference between the theoretical fixed rate and the actual variable rate of returns on the accrued, but unpaid, dividends is
a theoretical swap derivative. The Company bifurcates this feature and accretes the Series A-1 Preferred Stock over the life of the security based on
the theoretical fixed rate. For the year ended December 31, 2012, $1.8 million of preferred stock accretion expense was recognized for the theoretical
fixed rate of return on the accrued, but unpaid, dividends, in the consolidated statement of operations.
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Shares of Series A-1 Preferred Stock are subject to put and call rights following the seventh anniversary of their issuance for an amount equal to
115% of the original issuance price plus the 8% per annum increase with the interest factor thereon. The Company can require the conversion of the
Series A-1 Preferred Stock prior to the seventh anniversary if the 30 day weighted closing price per share of the Company’s common stock is at least
165% of the initial conversion price.

Finally, the cost to issue the Series A-1 Preferred Stock of $5.1 million is accreted, over a seven year period or through July 2013, back to the
redemption value of the Series A-1 Preferred Stock and generated an additional $0.7 million of preferred stock accretion, in the consolidated
statement of operations, for the year ended December 31, 2012.

 

 (b) Considerations Pertaining to Redemption Provisions of the Series A-1 Preferred Stock

The holder of our outstanding Series A-1 Preferred Stock has a right to request that the Company redeem all, or any part, of the Series A-1 Preferred
Stock at any time on or after July 3, 2013, which is the seventh anniversary of the issue date of the Series A-1 Preferred Stock. Similarly, the
Company has a right to call for redemption of all or any part of the outstanding shares of Series A-1 Preferred at any time on or after July 3, 2013.

Upon any redemption, whether at the election of the Company or the holder of the Series A-1 Preferred, the redemption price per share will be equal
to 115% of the original purchase price of a share of Series A-1 Preferred Stock plus accrued and unpaid returns (which accrue from the date of
issuance at 8% per annum on the original purchase price for such share) and an escalation accrual on such share. The redemption price is to be paid
in cash. Due to the fact that the escalation accrual is variable based on the iMoneyNet First Tier Institutional Average, the actual redemption price on
or after July 3, 2013 cannot be determined with certainty at this time. The Company estimates that the redemption price for all of the issued and
outstanding shares of Series A-1 Preferred Stock at July 3, 2013 would have been approximately $129.0 million. However, subsequent to
December 31, 2012 all of the Series A-1 Preferred Stock was redeemed (see note 14 – Subsequent Event).

 

 (c) Series B Preferred Stock

In connection with the adoption of a stockholders rights plan that was implemented on January 11, 2002, the Company, through a certificate of
designation that became effective on December 24, 2001, authorized 297,500 shares of Series B Junior Participating Preferred Stock. The
stockholders rights plan has been terminated and no shares of Series B stock will be issued.

 
(11) Employee Benefit Plans

Employee Savings and Retirement Plan

The Company has a 401(k) plan that allows eligible employees to contribute up to but not exceed limits set by law. The Company has total discretion about
whether to make an employer contribution to the plan and the amount of the employer contribution. For the period from February, 2009 through December,
2010, the Company did not match employee contributions to the 401(k) plan. Expenses related to the 401(k) employee contribution match were
$0.4 million, for the year ended December 31, 2012.
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Employee Stock Purchase Plan

The Company has an employee stock purchase plan for all eligible employees to purchase shares of common stock at 95% of the fair market value on the
last day of each three-month offering period. Employees may authorize the Company to withhold up to 10% of their compensation during any offering
period, subject to certain limitations. The employee stock purchase plan authorizes up to 400,000 shares to be granted. This plan was suspended in May,
2012. During the year ended December 31, 2012, 12,644 shares were issued under the plan at an average price of $2.71, per share. At December 31, 2012,
12,269 shares were reserved for future issuance under the plan.

 
(12) Equity Compensation Plans

At December 31, 2012, the Company had two stock-based employee compensation plans, which are described more fully below. The compensation
expense for stock-based compensation was $3.0 million for the year ended December 31, 2012.

A portion of the stock based compensation cost has been capitalized as part of software development costs and deferred costs. For the year ended
December 31, 2012 approximately $0.1 million, was capitalized.

At the beginning of each year, the Management Development and Compensation (MD&C) Committee of the Board of Directors approves a bonus plan for
the Company’s management. These plans grant a combination of cash and restricted stock units that vest based upon the attainment of approved corporate
goals.

 

 (a) Restricted Stock and Option Plans

During 1999, the Company adopted the 1999 Stock Option Plan (the 1999 Plan), which permits the granting of both incentive stock options and
nonqualified stock options to employees, directors and consultants. The aggregate number of new shares that can be granted under the 1999 Plan is
5,858,331. The option exercise price under the 1999 Plan cannot be less than the fair market value of the Company’s common stock on the date of
grant. The vesting period of the options is determined by the Board of Directors and is generally four years. Outstanding options expire after seven to
ten years.

In May 2005, the stockholders approved the 2005 Restricted Stock and Option Plan, which permits the granting of restricted stock units and awards,
stock appreciation rights, incentive stock options and nonstatutory stock options to employees, directors and consultants. In May of 2008, the
stockholders approved the 2005 Amended and Restated Restricted Stock and Option Plan (2005 Plan), which increased the number of authorized
shares under the 2005 Plan from 1,700,000 to 3,500,000. The vesting period of the options and restricted stock is determined by the Board of
Directors and is generally one to three years. Outstanding options expire no later than ten years from the date the award is granted.

In November 2009 the stockholders approved an amendment to the 2005 Restricted Stock and Option Plan, increasing the number of shares reserved
under the plan from 3,500,000 to 4,300,000 and increasing the number of permitted full value awards under the 2005 Plan from 2,625,000 to
3,425,000.

At the 2012 Annual Meeting of Stockholders the stockholders voted to amend the Amended and Restated 2005 Restricted Stock and Option Plan
(the 2005 Plan) to increase the maximum number of authorized shares reserved under and subject to the 2005 Plan to 6,050,000 total shares and to
clarify that shares withheld to pay taxes are included as issued for purposes of this numerical share limitation under the 2005 Plan.
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 (b) Stock Options

The fair value for the year-ended December 31, 2012, of each stock option award is estimated on the date of grant using a Black-Scholes-Merton
option-pricing formula that uses the assumptions noted in the table and discussion that follows:

 
Dividend yield    —    
Expected volatility    66% 
Risk-free interest rate    1.25% 
Expected life in years    6.4  

Dividend Yield – The Company has never declared or paid dividends and has no plans to do so in the foreseeable future.

Expected Volatility – Volatility is a measure of the amount by which a financial variable, such as a share price, has fluctuated (historical daily
volatility) or is expected to fluctuate (expected volatility) during a period. The Company uses the historical average daily volatility over the average
expected term of the options granted.

Risk-Free Interest Rate – This is the average U.S. Treasury rate for the week of each option grant during the period having a term that most closely
resembles the expected term of the option.

Expected Life of Option Term – Expected life of option term is the period of time that the options granted are expected to remain unexercised.
Options granted during the period have a maximum term of seven to ten years. The Company uses historical expected terms with further
consideration given to the class of employees to whom the equity awards were granted to estimate the expected life of the option term.

Forfeiture Rate – Forfeiture rate is the estimated percentage of equity awards granted that are expected to be forfeited or canceled on an annual basis
before becoming fully vested. The Company estimates forfeiture rates for nonexecutive employees based on past turnover data with further
consideration given to the class of employees to whom the equity awards were granted.

 
(Continued)
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A summary of stock option activity as of December 31, 2012, and changes in the period then ended is presented below (in thousands, except exercise
price and remaining contract term data):

 

   Shares   

Weighted-
average
exercise

price    

Weighted-
average

remaining
contract

term    

Aggregate
intrinsic

value  
Outstanding at January 1, 2012    1,752   $ 5.78      
Granted    26    2.53      
Exercised    —      —        
Forfeited or expired    (802)   5.01      

    
 

     

Outstanding at December 31, 2012    976    6.33     3.37    $ —    
    

 

     

Vested or expected to vest at December 31, 2012    964    6.36     3.25     —    
Exercisable at December 31, 2012    797    6.79     3.03     —    

At December 31, 2012, approximately 664,000 stock options were outstanding under the 1999 or 2005 Plans. Additionally, approximately 312,000
stock options were outstanding outside the 1999 and 2005 Plans as of December 31, 2012. Approximately 26,000 stock options were granted outside
the Company’s plans during 2012 to the Company’s Executive Vice President Operations as an incentive to join the Company.

The weighted average grant-date fair value of options granted during the year ended December 31, 2012 was $1.54 per share. In the table above, the
total intrinsic value is calculated as the difference between the market price of the Company’s stock on the last trading day of the year and the
exercise price of the options. For options exercised, intrinsic value is calculated as the difference between the market price on the date of exercise
and the exercise price. There was no intrinsic value of options exercised in the year ended December 31, 2012.

As of December 31, 2012, there was $0.3 million of total unrecognized compensation cost related to stock options granted. That cost is expected to
be recognized over a weighted average period of 1.6 years.

There was no cash received from option exercises under all share-based payment arrangements for the year ended December 31, 2012. The tax
benefits related to the deductions from option exercises of the shares-based payment arrangements, including the stock options and restricted stock
units, will be recognized when those deductions, currently being carried forward as net operating losses, reduce taxes payable.

 
(Continued)
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 (c) Restricted Stock Units

A summary of the Company’s nonvested restricted stock units as of December 31, 2012, and changes for the year then ended, is presented below (in
thousands, except grant-date fair value data):

 

   Shares   

Weighted-
average

grant-date
fair value  

Nonvested at January 1, 2012    1,319  $ 3.54 
Granted    1,128   2.37 
Vested    (731)   3.29 
Forfeited    (102)   3.94 

    
 

 

Nonvested at December 31, 2012    1,614   2.81 
    

 

 

At December 31, 2012, there were approximately 1,398,000 shares of nonvested restricted stock units under the 2005 Plan. Additionally, there were
approximately 216,000 shares of nonvested restricted stock units outside the 1999 and 2005 Plans as of December 31, 2012. Approximately 79,000
restricted stock units were granted outside the Company’s plans during 2012 to the Company’s Executive Vice President Operations as inducement
to join the Company.

The fair value of nonvested units is determined based on the closing trading price of the Company’s shares on the grant date. As of December 31,
2012, there was $2.7 million of total unrecognized compensation cost related to nonvested restricted stock units granted. That cost is expected to be
recognized over a weighted average period of 1.4 years.

 
(13) Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. In addition, fair value should be the exit price, or price received to sell the asset or liability as opposed to the entry price, or price
paid to acquire an asset or assume a liability.

The following is a hierarchy used for measuring fair value. The hierarchy prioritizes inputs for valuation techniques used to measure fair value into three
categories:

 

 (1) Level 1 inputs, which are considered the most reliable, are quoted prices in active markets for identical assets or liabilities.
 

 (2) Level 2 inputs are those that are observable in the market place, either directly or indirectly for the asset or liability.
 

 (3) Level 3 inputs are unobservable due to unavailability and as such the entity’s own assumptions are used.
 

(Continued)
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The tables below show how the Company categorizes certain financial assets and liabilities based on the types of inputs used in valuation techniques for
measuring fair value:

 
   Fair value measurements at December 31, 2012  

   

Quoted
prices in

active
markets for

identical
assets

(Level  1)    

Significant
other

observable
inputs

(Level 2)    

Significant
unobservable

inputs
(Level 3)    Total  

   (In thousands)  
Financial assets:         

Merrill Lynch Institutional Fund   $ 203    —      —      203 
Theoretical swap derivative (1)    —      —      6,810    6,810 

    
 

    
 

    
 

    
 

  $ 203    —      6,810    7,013 
    

 

    

 

    

 

    

 

 
(1) Represents the fair market value of the embedded derivative associated with the Series A-1 Redeemable Convertible Preferred Stock issued in conjunction

with the Princeton eCom acquisition on July 3, 2006. Management measures fair value of the derivative by estimating future cash flows related to the asset
using a forecasted iMoney Net First Tier rate based on the one-month LIBOR rate adjusted for the historical spread for the estimated period in which the
Series A-1 Preferred Stock will be outstanding.

The following tables are summaries of the Company’s financial assets that use Level 3 inputs to measure fair value (in thousands):
 

   Theoretical 
   swap  
   derivative  
Balance as of January 1, 2012   $ 6,550  
Realized and unrealized gain (1)    260  

    
 

Balance as of December 31, 2012   $ 6,810  
    

 

 
(1) The realized and unrealized gains are included as other (expense) income and interest expense in the consolidated statement of operations for the year

ended December 31, 2012.
 

(Continued)
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(14) Subsequent Event

On March 11, 2013, the Company and ACI Worldwide, Inc. (ACI) completed a transaction in which all of the Company’s outstanding common shares were
sold to ACI for $3.85 per share in cash. In connection with the transaction, all of the outstanding Series A-1 Preferred Stock was redeemed (note 10 –
Redeemable Convertible Preferred Stock).

In February of 2013, three separate claims were filed against the Company and its officers and directors as well as ACI. These claims alleged, among other
things, that the individual defendants failed to disclose all material information regarding the proposed transaction, and thus allegedly breached their
fiduciary duties. On or about February 21, 2013, the Delaware Court of Chancery consolidated all three cases.

The Company and its officers and directors contest the allegations. After discovery was completed, the parties executed and entered into a memorandum of
understanding (“MOU”) settling their disputes and differences. The MOU provides that releases will be granted, the cases will be dismissed and certain
disclosure issued. The parties have filed the MOU with the court and are now drafting the definitive settlement and release agreement.

Subsequent events have been evaluated through April 16, 2013, the date the financial statements were available to be issued.
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Exhibit 99.2

UNAUDITED CONDENSED COMBINED PRO FORMA FINANCIAL INFORMATION

The following unaudited pro forma condensed combined statement of income for the year ended December 31, 2012 are presented on a pro forma basis to
give effect to the tender offer (the “Offer”) and related transactions as if they had been completed on January 1, 2012. The following unaudited pro forma
combined balance sheet as of December 31, 2012 is presented on a pro forma basis to give effect to the offer and related transactions as if they had been
completed on December 31, 2012.

The following unaudited pro forma condensed combined financial statements, or the “pro forma financial statements,” were derived from and should be
read in conjunction with:
 

 
•  the consolidated financial statements of ACI Worldwide, Inc. (“ACI”) as of and for the year ended December 31, 2012 and the related notes included

in the ACI Form 10-K, filed March 1, 2013, which is incorporated by reference in this Form 8-K/A;
 

 
•  the consolidated financial statements of Online Resources Incorporated (“ORCC”) as of and for the year ended December 31, 2012 and the related

notes included in the ORCC consolidated financial statements, which is filed as Exhibit 99.1 of this form 8-K/A;

The consolidated financial statements of ACI and ORCC as of December 31, 2012 and for the year ended December 31, 2012 have been adjusted in the pro
forma financial statements to give effect to items as disclosed in Note 4. The pro forma financial statements should be read in conjunction with the accompanying
notes to the pro forma financial statements.

The unaudited pro forma adjustments were based on publicly available information, including the ACI 10-K, and the ORCC 2012 consolidated financial
statements provided in Exhibit 99.1 of this Form 8-K/A. The unaudited pro forma adjustments were also based on certain assumptions and estimates that ACI
believes are reasonable based on such publicly available information. Additional information may exist that could materially affect the assumptions and estimates
and related pro forma adjustments. Pro forma adjustments have been included only to the extent appropriate information is known, factually supportable and
reasonably available to ACI.

The pro forma financial statements have been presented for informational purposes only. The pro forma financial statements are not necessarily indicative
of what the combined company’s financial position or results of operations actually would have been had the offer been completed as of the dates indicated. In
addition, the pro forma financial statements do not purport to project the future financial position or operating results of the combined company. There were no
material transactions between ACI and ORCC during the periods presented in the pro forma financial statements that would need to be eliminated.

The pro forma financial statements have been prepared using the acquisition method of accounting under generally accepted accounting principles in the
United States (“U.S. GAAP”). ACI has been treated as the acquirer in the offer for accounting purposes. Assumptions and estimates underlying the pro forma
adjustments are described in the accompanying notes, which should be read in conjunction with the pro forma financial statements.

Acquisition accounting is dependent upon certain valuations and other studies that have not yet been completed. Accordingly, the pro forma adjustments
are preliminary and have been made solely for the purpose of preparing the pro forma financial statements and are based upon preliminary information available
at the time of the preparation of this Form 8-K/A. Differences between these preliminary estimates and the final acquisition accounting may occur and these
differences could have a material impact on the pro forma financial statements and the combined company’s future results of operations and financial position.

The pro forma financial statements do not reflect any cost savings or other synergies that the combined company may achieve as a result of the offer or the
costs to integrate the operations of ACI and ORCC or the costs necessary to achieve these cost savings and other synergies. The effects of the foregoing items
could, individually or in the aggregate, materially impact the pro forma financial statements.



The following table presents unaudited condensed combined pro forma balance sheet data at December 31, 2012 (expressed in thousands of U.S. dollars,
except share and per share data) giving effect to the acquisition of ORCC Shares as if such acquisition had occurred at December 31, 2012:

Unaudited Pro Forma Condensed Combined
Balance Sheet

As of December 31, 2012
 

   
ACI

Worldwide, Inc.  

Online
Resources

Corporation
(Note 2)   

Pro Forma
Adjustments

(Note 4)   
Pro Forma
Combined  

ASSETS      
Current assets      

Cash and cash equivalents   $ 76,329   $ 12,213   $ 19,447(a)  $ 107,989  
Restricted Cash    —      1,585    —      1,585  
Billed receivables, net of allowances for doubtful accounts    176,313    21,011    —      197,324  
Accrued receivables    41,008    —      —      41,008  
Deferred income taxes, net    34,342    4,713    14,364(b)   53,419  
Recoverable income taxes    5,572    —      —      5,572  
Prepaid expenses    16,746    2,068    —      18,814  
Other current assets    5,816    2,771    —      8,587  

    
 

   
 

   
 

   
 

Total current assets    356,126    44,361    33,811    434,298  
    

 
   

 
   

 
   

 

Property and equipment, net    41,286    7,470    —      48,756  
Software, net    129,314    10,325    55,515(c)   195,154  
Goodwill    501,141    181,516    (92,570) (d)   590,087  
Other intangible assets, net    127,900    5,922    96,278(e)   230,100  
Deferred income taxes, net    63,370    27,992    (29,691) (b)   61,671  
Other noncurrent assets    31,749    8,752    2,726(b), (f)   43,227  

    
 

   
 

   
 

   
 

TOTAL ASSETS   $ 1,250,886   $ 286,338   $ 66,069   $1,603,293  
    

 

   

 

   

 

   

 

LIABILITIES AND STOCKHOLDERS’ EQUITY      
Current liabilities      

Accounts payable   $ 33,926   $ 1,966   $ —     $ 35,892  
Accrued employee compensation    35,194    4,355    —      39,549  
Current portion of term credit facility    17,500    10,900    19,100(g)   47,500  
Deferred revenue    139,863    6,558    (5,256) (b)   141,165  
Income taxes payable    3,542    —      —      3,542  
Deferred income taxes, net    174    —      —      174  
Accrued and other current liabilities    36,400    9,387    —      45,787  

    
 

   
 

   
 

   
 

Total current liabilities    266,599    33,166    13,844    313,609  
    

 
   

 
   

 
   

 

Deferred revenue    51,519    3,954    (3,954) (b)   51,519  
Note payable under term credit facility    168,750    —      270,000(g)   438,750  
Note payable under revolving credit facility    188,000    —      —      188,000  
Deferred income taxes, net    14,940    —      32,858(b)   47,798  
Other noncurrent liabilities    26,721    1,039    1,500(b)   29,260  

    
 

   
 

   
 

   
 

Total liabilities    716,529    38,159    314,248    1,068,936  
    

 
   

 
   

 
   

 

Redeemable convertible preferred stock    —      130,378    (130,378) (h)   —    
Stockholders’ equity      

Common stock    232    3    (3) (h)   232  
Treasury stock    (186,784)   (3,175)   3,175(h)   (186,784) 
Additional paid-in capital    534,953    224,578    (224,578) (h)   534,953  
Retained earnings    199,987    (103,615)   103,615(h)   199,987  
Accumulated other comprehensive loss    (14,031)   10    (10) (h)   (14,031) 

    
 

   
 

   
 

   
 

Total stockholders’ equity    534,357    117,801    (117,801)   534,357  
    

 
   

 
   

 
   

 

TOTAL LIABILITIES AND STOCKHOLDERS’
EQUITY   $ 1,250,886   $ 286,338   $ 66,069   $1,603,293  

    

 

   

 

   

 

   

 

See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Statements, which are an integral part of these statements.



The following table sets forth unaudited condensed combined pro forma results of operations for the year ended December 31, 2012 (expressed in
thousands of U.S. dollars, except share and per share data) giving effect to the acquisition of ORCC Shares as if such acquisition had occurred at January 1, 2012:

Unaudited Pro Forma Condensed Combined
Statement of Income

For the Year Ended December 31, 2012
 

   
ACI

Worldwide, Inc.  

Online
Resources

Corporation
(Note 2)   

Pro Forma
Adjustments

(Note 4)   
Pro Forma
Combined  

Revenues:      
Software license fees   $ 221,846   $ —     $ —     $221,846  
Maintenance fees    199,876    4,070    —      203,946  
Services    131,536    2,936    —      134,472  
Software hosting fees    113,321    158,850    —      272,171  

    
 

   
 

   
 

   
 

Total revenues    666,579    165,856    —      832,435  
    

 
   

 
   

 
   

 

Expenses:      
Cost of software license fees (1)    23,592    —      889(i)   24,481  
Cost of maintenance, services, and hosting fees (1)    202,052    85,042    —      287,094  
Research and development    133,759    —      —      133,759  
Selling and marketing    87,054    17,019    —      104,073  
General and administrative    108,747    59,528    —      168,275  
Depreciation and amortization    37,003    12,478    10,577 (j)   60,058  

    
 

   
 

   
 

   
 

Total expenses    592,207    174,067    11,466    777,740  
    

 
   

 
   

 
   

 

Operating income (loss)    74,372    (8,211)   (11,466)   54,695  
Other income (expense):      
Interest income    914    126    —      1,040  
Interest expense    (10,417)   (1,614)   (7,730) (k)   (19,761) 
Other, net    399    (94)   —      305  

    
 

   
 

   
 

   
 

Total other income (expense)    (9,104)   (1,582)   (7,730)   (18,416) 
    

 
   

 
   

 
   

 

Income (loss) before income taxes    65,268    (9,793)   (19,196)   36,279  
Income tax expense (benefit)    16,422    (3,137)   (7,294) (l)   5,991  

    
 

   
 

   
 

   
 

Net income (loss)   $ 48,846   $ (6,656)  $ (11,902)  $ 30,288  
    

 

   

 

   

 

   

 

Income (loss) per share information      
Weighted average shares outstanding      

Basic    38,696    N/A    —      38,696  
Diluted    39,905    N/A    1(m)   39,906  

Income (loss) per share      
Basic   $ 1.26    N/A    $ 0.78  
Diluted   $ 1.22    N/A    $ 0.76  

 
(1) The cost of software license fees excludes charges for depreciation but includes amortization of purchased and developed software for resale. The cost of

maintenance, services, and hosting fees excludes charges for depreciation.

See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Statements, which are an integral part of these statements.



Notes to the Unaudited Pro Forma Condensed Combined Financial Statements

1. Description of Transaction

On March 11, 2013, the ACI Worldwide, Inc. (the “Company” or “ACI”) completed the exchange offer for Online Resources Corporation (“ORCC”)
and all its subsidiaries. The Company paid cash of $3.85 per share of common stock for approximately $132.9 million and $127.2 million for the Series A-
1 Convertible Preferred Stock for a total purchase price of $260.1 million (the “Merger”). As a leading provider of online banking and full service bill pay
solutions, the acquisition of ORCC adds Electronic Bill Presentment and Payment (“EBPP”) solutions as a strategic part of ACI’s Universal Payments
portfolio. It also strengthens the Company’s online banking capabilities with complementary technology, and expands the Company’s leadership in serving
community banking and credit union customers.

Each outstanding option to acquire ORCC common stock was canceled and terminated at the effective time of the Merger and converted into the
right to receive an equivalent number of options to purchase ACI common stock. Each ORCC restricted stock unit was vested immediately prior to the
effective time of the Merger and received $3.85 per share.

The Company used $300.0 million of senior bank financing arranged through Wells Fargo Bank, National Association, as Administrative Agent, to
fund the acquisition.

2. Basis of Presentation

These pro forma financial statements were prepared using the acquisition method of accounting in accordance with Financial Accounting Standards
Board’s Accounting Standards Codification (ASC) 805, Business Combinations, and use the fair value concepts defined in ASC 820, Fair Value
Measurements and Disclosures. Certain reclassifications have been made to the historical financial statements of ORCC to conform with ACI’s
presentation as detailed in the following tables:

 



   
Balance Sheet

as of December 31, 2012  
   (in thousands and unaudited)  

   

Historical
Online 

Resources
Corporation  Reclassification  

Reclassified
Online 

Resources
Corporation 

ASSETS     
Current assets     
Cash and cash equivalents   $ 12,213   $ —      12,213  
Restricted Cash    1,585    —      1,585  
Billed receivables, net    —      21,011    21,011  
Accounts receivable    21,011    (21,011)   —    
Deferred implementation costs    2,465    (2,465)   —    
Deferred income taxes, net    4,713    —      4,713  
Prepaid expenses    —      2,068    2,068  
Prepaid expenses and other current assets    2,374    (2,374)   —    
Other current assets    —      2,771    2,771  

    
 

   
 

   
 

Total current assets    44,361    —      44,361  
Property and equipment, net    17,795    (10,325)   7,470  
Software, net    —      10,325    10,325  
Goodwill    181,516    —      181,516  
Other intangible assets, net    5,922    —      5,922  
Deferred income taxes, net    27,992    —      27,992  
Deferred implementation costs, less current portion    1,447    (1,447)   —    
Other noncurrent assets    7,305    1,447    8,752  

    
 

   
 

   
 

TOTAL ASSETS   $ 286,338   $ —     $ 286,338  
    

 
   

 
   

 

LIABILITIES AND STOCKHOLDERS’ EQUITY     
Current liabilities     
Accounts payable   $ 1,966   $ —      1,966  
Accrued expenses    8,756    (8,756)   —    
Accrued employee compensation    4,355    —      4,355  
Current portion of term credit facility    10,900    —      10,900  
Deferred revenue    6,558    —      6,558  
Accrued and other current liabilities    631    8,756    9,387  

    
 

   
 

   
 

Total current liabilities    33,166    —      33,166  
Deferred revenue    3,954    —      3,954  
Other noncurrent liabilities    1,039    —      1,039  

    
 

   
 

   
 

Total liabilities    38,159    —      38,159  
Redeemable convertible preferred stock    130,378    —      130,378  
Stockholders’ equity     
Common stock    3    —      3  
Treasury stock    (3,175)   —      (3,175) 
Additional paid-in capital    224,578    —      224,578  
Retained earnings / (Accumulated Deficit)    (103,615)   —      (103,615) 
Accumulated other comprehensive loss    10    —      10  

    
 

   
 

   
 

Total stockholders’ equity    117,801    —      117,801  
    

 
   

 
   

 

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY   $ 286,338   $ —     $ 286,338  
    

 

   

 

   

 



   
Statement of Operations

for the year ended December 31, 2012  
   (in thousands and unaudited)  

   

Historical
Online 

Resources
Corporation  Reclassification  

Reclassified
Online 

Resources
Corporation 

Revenues:     
Software license fees   $ —     $ —      —    
Maintenance fees    —      4,070    4,070  
Services    —      2,936    2,936  
Account presentation services    11,410    (11,410)   —    
Payment services    120,738    (120,738)   —    
Relationship management services    6,076    (6,076)   —    
Professional services and other    27,632    (27,632)   —    
Software hosting fees    —      158,850    158,850  

    
 

   
 

   
 

Total revenues    165,856    —      165,856  
    

 
   

 
   

 

Expenses:     
Cost of software license fees    —      —      —    
Cost of goods sold    84,219    (84,219)   —    
Implementation and other costs    5,578    (5,578)   —    
Cost of maintenance, services, and hosting fees    —      85,042    85,042  
Research and development    —      —      —    
Selling and marketing    19,624    (2,605)   17,019  
Reserve for potential legal liability    18,300    (18,300)   —    
General and administrative    35,630    23,898    59,528  
Systems and development    10,716    (10,716)   —    
Depreciation and amortization    —      12,478    12,478  

    
 

   
 

   
 

Total expenses    174,067    —      174,067  
    

 
   

 
   

 

Operating loss    (8,211)   —      (8,211) 
Other income (expense):     
Interest income    126    —      126  
Interest expense    (1,614)   —      (1,614) 
Other, net    (94)   —      (94) 

    
 

   
 

   
 

Total other income (expense)    (1,582)   —      (1,582) 
    

 
   

 
   

 

Loss before income taxes    (9,793)   —      (9,793) 
Income tax benefit    (3,137)   —      (3,137) 

    
 

   
 

   
 

Net loss   $ (6,656)  $ —     $ (6,656) 
    

 

   

 

   

 

Further review of ORCC’s accounting policies could identify additional differences between the accounting policies of the two companies that, when
conformed, could have a material impact on the financial statements of ACI as a combined company. At this time, ACI is not aware of any differences that
would have a material impact on the financial statements of ACI as a combined company.

ASC 805 requires, among other things, that assets acquired and liabilities assumed be recognized at their fair values as of the consummation of the
combination. In addition, ASC 805 establishes that the consideration transferred be measured at the consummation of the combination at the then-current
market price.



ASC 820 defines the term “fair value” and sets forth the valuation requirements for any asset or liability measured at fair value, expands related
disclosure requirements and specifies a hierarchy of valuation techniques based on the nature of the inputs used to develop the fair value measures. Fair
value is defined in ASC 820 as “the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date.” This is an exit price concept for the valuation of the asset or liability. In addition, market participants are assumed to
be buyers and sellers in the principal (or the most advantageous) market for the asset or liability. Fair value measurements for an asset assume the highest
and best use by these market participants. As a result of these standards, ACI may be required to record assets which are not intended to be used or sold
and/or to value assets at fair value measures that do not reflect ACI’s intended use of those assets. Many of these fair value measurements can be highly
subjective and it is also possible that other persons, applying reasonable judgment to the same facts and circumstances, could develop and support a range
of alternative estimated amounts.

3. Consideration Transferred

The following is a summary of consideration transferred to consummate the offer:
 

    
Number of

Shares    
Per Share

Price    Cash  
(in thousands except per share amounts)             
Cash for Common Stock Tendered    33,235    $ 3.85    $127,955  
Cash for restricted stock units    1,297    $ 3.85     4,992  
Cash for Preferred Shares:       

Special Value Expansion Fund, LLC        37,736  
Special Value Opportunities Fund, LLC        89,434  

        
 

Total acquisition price       $ 260,118  
        

 

The Company incurred approximately $4.7 million in transaction related expenses during the three months ended March 31, 2013, including fees to
the investment bank, legal and other professional fees. The transaction related expenses have not been included in the pro forma adjustments.



4. Pro Forma Adjustments

Adjustments included in the column under the heading “Pro Forma Adjustments” represent the following:
 

 (a) To adjust the cash balance as follows:
 

   (in thousands) 
Cash Received from Incremental Term Loan   $ 300,000  
Payment to ORCC Common share holders    (132,947) 
Payment to ORCC preferred share holders    (127,170) 
Payment of outstanding ORCC debt balance    (10,900) 
Payment of financing costs    (9,536) 

    
 

Net incremental cash   $ 19,447  
    

 

 

 
(b) A fair value adjustment to net assets acquired of $245.0 million primarily to eliminate ORCC’s existing goodwill and intangible assets as well as

certain deferred revenue and corresponding deferred tax adjustments.

The pro forma balance sheet adjustments reflect the effect of the acquisition assuming the acquisition occurred on December 31, 2012.
 

   (in thousands) 
Net assets acquired   $ 248,179  
Fair value adjustments to net assets acquired    (245,047) 
Goodwill    88,946  
Software    65,840  
Other intangible assets    102,200  

    
 

  $ 260,118  
    

 

The amounts above are considered preliminary. The allocation of purchase price is based upon certain external valuations and other analyses that
have not been completed as of the date of this filing, including, but not limited to, certain tax matters, property and equipment, intangible assets, and
deferred revenue. Critical estimates in valuing certain intangible assets include but are not limited to future expected cash flows from customer
relationships, and acquired developed technologies; brand awareness and market position, as well as assumptions about the period of time the brand
will continue to be used in our product portfolio; and discount rates. Management’s estimates of fair value are based upon assumptions believed to be
reasonable, but which are inherently uncertain and unpredictable and, as a result, actual results may differ from estimates. Accordingly, the purchase
price allocations are preliminary and are subject to future adjustments during the maximum one-year allocation period. Differences between these
preliminary estimates and the final acquisition accounting may occur and these differences could have a material impact on the pro forma financial
statements and the combined company’s future results of operations and financial position.

The Company believes that if there were to be any substantial changes in the purchase price allocation it would be to software or other identifiable
intangibles assets. The Company is unable to quantify the effect of potential adjustments until the valuation is finalized. The table below illustrates
the effect of a 10% increase or decrease in software and other identifiable intangible assets on the pro forma financial statements:

 

(in thousands)   
Estimated Pro-
Forma Value    

Effect of 10%
Increase    

Effect of 10%
Decrease  

Software    65,840     72,424     59,256  
Other indentifiable intangible assets    102,200     112,420     91,980  

Amortization expense for the above intangible assets is estimated at $14.8 million annually. A 10% decrease or increase in the intangibles value
would decrease or increase, respectively, that estimate by $1.5 million annually.

 
 (c) To adjust acquired software as follows:
 

   (in thousands) 
Eliminate existing software balance   $ (10,325) 
Add: acquired software balance    65,840  

    
 

Total   $ 55,515  
    

 

 
 (d) To adjust goodwill as follows:
 

   (in thousands) 
Eliminate existing goodwill   $ (181,516) 
Add: preliminary estimate of goodwill for acquisition of ORCC    48,471  

    
 

Total   $ (133,045) 
    

 

 
 (e) To adjust acquired intangibles as follows:
 

   (in thousands) 
Eliminate existing intangibles balance   $ (5,922) 
Add: trade names    3,050  
Add: customer relationships    99,150  

    
 

Total   $ 96,278  
    

 

 
 (f) To adjust for $9,536 thousand of debt issuance costs from the new incremental term loan secured to finance the transaction.
 

 
(g) To adjust for the payoff of ORCC’s outstanding debt and the addition of the current portion and long term portion of the new incremental term loan

secured to finance the transaction
 

 (h) To eliminate ORCC’s equity accounts
 

 (i) To add the amortization of newly acquired software.
 

 (j) To adjust amortization expense on acquired intangibles as follows:
 

   (in thousands) 



Eliminate amortization for ORCC’s existing acquired intangibles   $ (3,354) 
Add: amortization on acquired intangibles    13,931  

    
 

Total   $ 10,577  
    

 

 

 (k) To adjust interest expense as follows:
 

   (in thousands) 
Eliminate ORCC’s historic interest expense and debt issuance costs   $ 1,612  
Add: estimated interest expense on incremental term debt    (7,380) 
Add: estimated amortization of incremental debt issuance costs    (1,962) 

    
 

Total   $ (7,730) 
    

 

For purposes of calculating the pro forma interest expense, ACI used a rate of 2.46%, the interest rate as of March 31, 2013 on the incremental term
loan, for the year ended December 31, 2012.

 
 

 (l) Reflects the income tax benefit of the adjustments described above at ACI’s domestic statutory tax rate of 38%.
 

 (m) To adjust diluted shares for the impact of ORCC’s stock options converted to ACI stock options.


