Annual Report 2020

digital banking company

Contents
Foreword
Company Introduction
Company information update
Financial results
Auditor`s report
Relationship report

Greetings,
A year ago, in our annual report, I wrote about an extraordinary year in which the pandemic was the main theme. In 2021, the
pandemic didn’t end, but continued, perhaps with even greater force. However, somehow we all got used to it, and the 'state of
emergency' became normal, and the fact that we often see our colleagues only through a monitor has ceased to surprise us
(although it has not ceased to worry us). Unfortunately, business did not return to the "old tracks" but took a new one. Tracks that
we hadn't planned for, but which still lead forward.
After the extreme increase in demand for "digital" at the beginning of the pandemic, normalization came in 2021. All of our
customers have now realised that we can't do without digital, and that digital banking is not just a complement to traditional
banking, but a dominant and entirely new business model for the 21st century. Demand from our existing customers has stabilised
(no longer showing growth in 2021). Unfortunately, we did not add many new customers abroad, where we are focusing our
growth. We were not been able to meet our business plans for new sales abroad.
Our revenues in 2021 were CZK 294 million, which was a decrease compared to the previous year. However, our subsidiaries
recorded growth, which in total meant that, as a whole, the BSC Group reached the same level of sales as in 2020. 2021 was
therefore a year of stagnation for us.
We have always believed, and continue to believe, that the only way to future prosperity is through development and investment in
our products and people. We spent more than CZK 55 million in research and development expenses. This is roughly the same as
in 2020, and we have also grown in terms of headcount.
We successfully entered a new area of private and investment banking when we won a contract with one of the largest private
banks in Central Europe. We believe that investment and corporate banking will play an increasingly important role in our portfolio.
As a result, we have strengthened our recruitment efforts in this area.
The creation of the new Finshape Group was a major event for our company, our teams and, we believe, our customers. Our
company has become the founder and the most important part of this new European player in the digital banking sector. We have
become part of Finshape. Our offering is thus expanding to include new products in the areas of personalisation and data science.
Our teams have grown to include more than 100 new colleagues from W.UP. Through Finshape, we have gained access to new
markets and a strong partner to support further growth - the Portfolion investment fund. In the future, we will not rely solely on
organic growth, but would like to grow as Finshape through further acquisitions.
2021 was a year of fundamental change for us. The year of the creation of the Finshape Group. I would like to thank all my
colleagues and customers for trusting BSC and Finshape and for linking their future with our company.
Sincerely

Petr Koutný
General Manager and Managing Director
Banking Software Company s.r.o.
21.3. 2022

Company Introduction
Banking Software Company s.r.o. has been providing cutting-edge software solutions to financial
institutions since its founding in 1990. We are one of the global leaders in digital banking for financial
institutions on three continents, namely in the Czech Republic, Slovakia, Ukraine, Georgia, Azerbaijan,
Russia and the USA. In Slovakia and Russia we have our own branch offices operated by our subsidiaries.
In digital banking, our flagship product is the Digital Bank OS platform. We use this platform to deliver a
wide range of digital products including retail, corporate/SME and investment banking solutions, all with
end-to-end applications for web and mobile. The added value of our DBOS platform is the combination of
state-of-the-art technology, business know-how and the many years of experience of our specialists. The
combination of these ingredients results in software solutions that enable our customers, the banks, to
provide services with an exceptional customer experience.
In the area of statutory reporting, we lead the domestic market with our my|BI range of products. BSC has
been involved in reporting and regulatory reporting almost since its inception, and with the increasing
regulatory framework in Europe, we have been able to continuously expand our portfolio, both in terms of
depth and breadth of functionality, as well as in the number of customers.
We are also not lagging behind in the field of BackOffice systems, in many cases optimised for the IBM
System i platform. This area is fully covered by my|BOS products.
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Products and Innovations

Petr has worked at
BSC since 1993. His
professional career
is connected with
banking
and
software for over 25
years. As Managing
Director,
he
is
responsible
for
strategic leadership
and HR throughout
the
BSC
Group,
which includes the
subsidiaries BSC SK
and BSC Msc.

Milan is an expert in
the main banking
systems and related
applications. His rich
knowledge
and
practical experience
gained in BSC since
1994 have allowed
him to form a team
that has at its
disposal
unique
know-how and over
90 years of practical
experience in the
banking business.

Honza has been the
father of our Business
Intelligence
and
Financial Institutions
Reporting
business
line since 1998. His indepth knowledge and
experience in this
area is matched by
the
large
market
share
that
our
products have.

Petr
has
been
manager
of
our
biggest business line
GEMINI since 2011.
Digital services are
what we help banks
create.
Peter
has
deep experience in
banking,
software
development
and
managing
complex
projects.

Karel has over 25
years of experience in
the financial sector
focusing on product
development
and
business consulting.
He has worked at
Arthur
Andersen,
Accenture
and
Komerční banka. He
returned to BSC after
almost 15 years in
2019.

Company Management (continued)

ČENĚK NAVRÁTIL RADEK BOROVSKÝ LUCIE KANDOVÁ

Otakar Zich

Daniel Štěrba

Sales Director

Financial Director

People Management

Projects

Chief Operating Officer

Čeněk has been in
charge of sales at
BSC since 2007. As
Sales Director, he is
responsible for all
markets in which
BSC operates. His
department
also
includes customer
relationship
management
and
corporate
marketing.

Radek joined BSC in
1995 and has been
focused on its financial
management
ever
since. Today, Radek
manages the financial
operations
of
the
entire group from his
position as CFO.

Lucka is a true HR
professional. She has
dedicated her entire
career to working with
people and even after
many years she is full
of enthusiasm and
energy that she passes
on to everyone around
her. Lucka has been
working at BSC since
2005.

He has been with the
BSC off and on since
2004. Previously, he
was responsible for
projects
in
the
corporate division and
in Russia. From this
year, he has headed
the Delivery team and
is responsible for the
preparation,
implementation
and
continuous
development of all
digital banking projects
using
the
DBOS
platform.

He joined BSC in 2005
as an analyst and
consultant, where he
was mainly responsible
for Russian clients.
Subsequently, as a
program manager, he
and
his
team
implemented several
digital
banking
implementations in the
Czech Republic and
Slovakia. He is now
Chief Operating Officer
and responsible for the
BSC
infrastructure
including ICT.

Organizational Structure

Digital Banking Board

Partnerships
Banking Software Company is a long-standing partner of Oracle Czech in the field of
applications, especially database systems, application servers and middleware
technologies. BSC not only sells these products, but also implements them and
provides highly professional post-implementation service and technical support. Our
product myGEMINI is a registered application suite under the ASFU program.
Banking Software Company is a long-standing partner of Finastra (formerly Misys).
Close cooperation with one of the world's largest suppliers of banking information
systems has led to several successful deployments of the Midas DBA universal banking
system in both the Czech Republic and Slovakia. Currently, we are engaged in the
development and support of the extension of MIDAS in the area of national specifics.
Banking Software Company became a Microsoft Silver Competency partner in
December 2010, demonstrating the high level of competence and expertise of the
.NET platform developers in the Business Intelligence department. Membership in the
Microsoft Partner Network provides us with the space to deepen our know-how,
allowing us to provide our customers with products and services of the highest level.
Banking Software Company is a long-standing and successful IBM partner in the
distribution of IBM System i (formerly AS/400), System p (formerly RS/6000) and
WebSphere software solutions. Our specialists are involved in the configuration and
optimization of WebSphere products that are run as mission critical applications by
the vast majority of our customers.

Banking Software Company has been cooperating with Tech Data (formerly Avnet) for
many years. During our partnership, we have managed to carry out a number of
successful projects delivering products from IBM and Oracle, which provide a good
basis for successful cooperation between our companies in the future.

Select Clients

Current Information on the Company
Banking Software Company s.r.o. ("BSC") is an international company that operates in many markets through its subsidiaries, so we monitor both the
performance of BSC itself and the development of the business of the group as a whole. For this reason, we always provide up-to-date information on BSC and,
together with it, relevant data on the business of the entire group, including its subsidiaries.

BSC's revenues in 2021 amounted to CZK 294 million. GEMINI's revenue reached CZK 231 million. The digital banking
business generated revenues of almost CZK 496 million for the entire group and we were able to win a significant customer
in the private and investment banking segment.
The BI business line achieved revenues of CZK 37 million. However, this represented a decrease of 24% compared to 2020.
This decrease was mainly due to the postponed launch of the new CNB metasystem until 2022. BI therefore did not lose
revenue, but it was postponed and will be realised during 2022.
Unfortunately, the BOS business line continued to experience a further, albeit slight, decline in its revenues in 2021.
Revenues for this business line were $26 million. CZK 26 million. Profitability nevertheless remained good. The trend of
reducing investments in banking back-office applications continued in 2021.
In 2021, we continued our investments in research and development. We allocated more than CZK 55 million to this area.
Our business activities were supported by spending in marketing and sales, which amounted to approximately CZK 12
million in 2021, much less than we had planned. The lower spending in this area was unfortunately due to pandemic
constraints, where we had to focus our business mainly on our existing customer base. Expenses related to the company's
operations amounted to CZK 54 million in 2021. This amount is much higher compared to 2020, but this is due to a change
in accounting methodology.
Even though the GEMINI business line was the only business line to report a loss in 2021, all business lines were profitable
at the BSC Group level. The BSC Group's operating profit margin (EBITDA) was 16%. Total sales of the BSC Group exceeded
CZK 560 million. This corresponded to the Group's sales level in 2020.
Our balance sheet grew by CZK 17 million compared to 2020 (+ 6%) to CZK 303 million. The company is free of long-term
liabilities, financed with equity and short-term working capital financing provided by the bank. The share of equity in the
total balance sheet amount is 85%.
Our subsidiary BSC Msc achieved excellent results in 2021. Revenue growth compared to 2020 was a record 63% to CZK
241 million euro. The company achieved an operating profit of CZK 68 million. CZK. The balance sheet total of BSC Msc
amounts to CZK 120 million (+ 98% compared to 2020). BSC Msc is debt-free, financed entirely with equity.
The subsidiary BSC SK reported an operating profit of over EUR 447 thousand in 2020. The balance sheet total of BSC SK is
EUR 889 thousand. BSC SK is also debt-free, financed with equity.

GEMINI projects in 2021
In 2021, we faced many challenges within our digital banking business line. Some of them were better managed, some more difficult.
However, we will learn from the things we failed to do and apply the lessons learned to new and existing customers and future projects.
This was one of the reasons why a new Delivery unit was created during 2021, with the primary focus on successfully delivering our
solutions on time, on budget and, last but not least, with a high quality level.
Compared to 2020, our service revenue did not grow as much as in the past years, but 2021 was marked by stagnation accompanied by a
negligible increase on the order of one percent. On the other hand, in the area of long-term support for our customers (support and
maintenance), we managed to maintain the trend of around 10% year-on-year revenue growth in the past year.
The second year of the Covid-19 pandemic was also more challenging for us this time. This was both in terms of the already long-standing
change in the 'work from anywhere' style of working and the associated weakening of social and team bonds across teams, as well as the
uncertainty in the marketplace and the consequent shift in digital investment priorities of our current and potential customers.
The positive news is that we have not seen these impacts on our results for those long-term and stable programs. On the contrary, it is
with these customers that we have been able to increase the volume of services, both in new developments of our solution and to a
considerable extent, for example, in the area of devops projects with the aim of migrating to newer versions/technologies or increasing the
robustness of the system in the form of selected optimizations.
For the programs where we targeted the first "live" launch of our solution last year, we were not as effective, but we still completed these
projects and were able to start post-implementation support for live operations.
It was not only this experience that we were able to successfully apply around the middle of the year, when we launched a completely new
and large-scale digital banking implementation project built on the basis of the Reference Implementation and the latest components of
the DBOS platform. The project is spread over several phases and years and during the course of the project we will add a large investment
area to our product solutions.
For all the customer programs, a big thank you goes to our colleagues who are always eager to push forward running projects, develop
cooperation with our customers and thus strengthen our leading position in the digital banking industry.

Otakar Zich
Delivery Director

DBOS Platform in 2021
In 2021, we extended the DBOS Platform, which is the building block of GEMINI product solutions and final customer implementations,
with significant technological innovations as well as new business functionalities:
• the most significant technological change is the support of PostgreSQL database technology across all DBOS components. DBOS
deployment in the bank no longer requires the use of Oracle DBMS for any of the components.
• All our server components are now deployable as standalone applications which do not require an application server for their
operation and natively support running in application containers in Kubernetes or Openshift environments.
• Similarly, we have unified and modernized across all components and other technical areas important for efficient operation in
modern infrastructures - e.g. API for traffic monitoring, simplification of diagnostics from application logs, simplification of audit
logging, or support for in-memory Hazelcast cache.
• we continuously updated the third-party technologies in use, especially with regard to their security (e.g. the vulnerability of the Log4j
library was promptly detected in DBOS)
• as a new alternative to asynchronous communication between components, we introduced data streaming using Kafka technology
for frequently used calls.
In addition to technological changes, we have also focused on further expanding the business functionality of the DBOS platform:
• we have significantly upgraded the functionality of Entitlements. The component now provides a new version of the Authorization API
that simplifies the use of the API for consumers and makes it easier to use outside of DBOS. This has been complemented by
optimization of authorization rule storage and management, resulting in both a reduction in database size, but more importantly, a
faster response time for operations evaluating user rights. The component also received a new API for signing operations by the
user. Other components that use these APIs have been updated accordingly.
• the modernization of the Payments & Instructions component has been completed. The last parts of the logic have been separated
from the Entitlements data structures and all communication is now done only via defined APIs. All DBOS components now support
microservice architecture. The component has been extended to support partner accounts. Optionally, instructions can be served
synchronously in addition to the asynchronous processing mode.
• Digital Identity now supports the OAuth 2.0 protocol. This allows DBOS to integrate with third-party authentication providers that
support this protocol, including Google and Facebook.
• we have extended the DBOS family with the DBOS Studio application, which is the entry point for managing, developing and
configuring DBOS. Among other things, Studio provides access to the new Flow Designer (a low-code development tool) and Content
Management components.
• the administration console can now support languages with right-to-left typing direction, in this case Arabic.
Thanks to the high professionalism and personal commitment of the team, the continuing difficult epidemiological situation did not affect
its results. For this, the team deserves a big thank you.
Jan Nepraš
Technical Director

DBOS product solutions in 2021
In 2021, we are focused on further developing our product solutions for digital onboarding and retail banking. The aim is to enable clients
to try out our platform and the digital solutions built on top of it at the sales stage, and then to enable the rapid launch of projects and
delivery of the final solutions. In the past year we have delivered the following product functionalities:
• A unique design system for financial services that includes all the necessary design fragments in Figma that correspond to functional
UI components, enabling very rapid design and development of digital applications.
• Digital Onboarding - a simple and highly secure, fully automated web and mobile solution that meets all regulatory requirements
while providing an excellent customer experience.
• The main use cases include users working in multiple client contexts, 2-factor authentication, current accounts, savings and
investment products, loans, credit cards, the ability to purchase and open new products, product details and transaction reports,
one-off and recurring payments, direct debits, statements, payee management, communications.
• Fully functional native application for web, iOS and Android with support for graphic themes, light and dark mode.
• A content management system (templates, documents, multimedia content) enabling efficient management by digital teams.
• The product includes 3 language versions (English, Arabic, and Czech) with the option to easily add more.
Confirmation of the positive direction of our product development was the launch of a project to implement a new digital solution for
private banking and investment management for one of the leading banks in this segment.
The big event of last year was the merger of our company BSC with the Hungarian company WUP and the creation of the international
holding company Finshape. WUP's primary focus is on developing an AI personalization platform to improve client engagement and grow
digital sales through personalized offers that respond to real-time events. The products of the two companies are complementary and we
have started working on integrating them. We plan to first integrate Money Stories, which provides clients with short "stories" about the
progress of their finances and enables them to make better decisions in managing them.
In 2022, we plan to continue product integration within the Finshape holding company, especially in the area of data platform and
personalisation solutions; we will also focus on the development of communication functionalities, ranging from audio/video chat, chatbots,
co-browsing to communication via social networks, as well as on the development of other product segment solutions for corporate
banking, private banking and investment management.

Karel Beran
Director of Products and Innovation

BackOffice Systems in 2021
Within the BackOffice business line, we implemented projects in 4 main areas in 2021:
o
o
o
o

development of functionality over GEMINI/400, i.e. the interface for DBOS digital banking
development of functionality over CM24 and Dispo balance HUB
SEPA Changes 2021
customer projects in the field of the core banking system MIDAS

In 2021, we followed up (with further development) on the earlier implementation and integration of a DBOS digital
solution at one of our customers. The implementation involved e.g. improvements in transaction details, alignment with
official bank statements, etc.
In CM24, further development and implementation of new functionalities, such as the functionality and use of e-tokens
in the card business, also took place. In addition, the functionality of the superstructure above CM24, the Dispo
Balance HUB, was being developed and was nearing completion at the end of the year.
In the area of payments, we implemented changes and developments in connection with the regular changes for EUR
payments - SEPA Changes 2021, both mandatory and optional changes.
Various customer projects continued, the largest of which were projects in connection with the merger of
Raiffeisenbank and Equa banka. Here, it was mainly domestic payment support within the combined bank and a total
of three core systems.
Unfortunately, the same was true for 2021 as for 2020 - that it was affected by the covid-19 pandemic. Banks were
wary of future developments and were partly affected by the economic problems of the overall economy. So they did
not want to invest too much in functionality from the banking back office systems, i.e. those systems that are not
directly intended for the banks' end customers. For example, for the SEPA Changes area they required only the
indispensable, legislatively mandated functionalities and not the optional ones, even though the absence of such
functionalities means a considerable amount of manual and tedious work for bank staff.

Milan Vintr
BackOffice Systems Director

Business Intelligence in 2021
Unfortunately, the results of the BI business line for 2021 showed a year-on-year decline after a decade of continuous
growth. We see the reasons for this primarily in the stagnation of completely new or additionally changed regulatory
requirements both on the local reporting side towards the CNB, as well as the absence of additional substantive
methodological frameworks from European regulatory authorities (i.e. EBA, EIOPA, ESMA, including the ECB itself). As
a result, the demand for our services in the area of reporting process automation has cooled considerably.
Despite this setback, we managed to win three new customers last year - ING, Oberbank SK and Partners Bank. At
the same time, we are in advanced negotiations with other potential customers, mainly from the Slovak banks, asset
managers and collective investment funds, which leads us to believe that the positive trend of expanding our
customer base will continue successfully. Our current market share of nearly 85% in the Czech banking sector does
not allow for a dramatic increase in our customer base, and we have therefore focused our sales efforts on the new
Slovak market. As part of the STAR module, we developed a new communication channel to the "Statistical Collection
Portal" at the National Bank of Slovakia in 2021. Alongside this, we are further investing in the product development of
the SDI module to enable this module to fully automate specific local areas of Slovak regulatory reporting.
The year 2021 for BI was further marked by the expansion of the functionality of the myBI system with the
development of completely new methodological frameworks, consisting of:
o

Bank Lending Survey - a survey of bank lending conditions and credit risk,

o

MREL (Minimum Requirement for Eligible Liabilities) which introduces new minimum requirements for banks'
capital and eligible liabilities,

o

reporting on foreign direct investment.

Along with these new developments, we have been working on the implementation of the European regulatory
requirements defined in the 3rd version of the EBA Reporting Framework.
We were also preparing to extend reporting to the Register of Institutions and Affiliates Database (RIAD) to a specific
segment of natural persons - entrepreneurs, including coverage of the related ECB requirements for enhanced
reporting of loan portfolios granted to this segment under the AnaCredit standard. Unfortunately, the implementation
of this new reporting area has been postponed by the CNB until autumn 2022.
Jan Hanuš
Business Intelligence Director

Consolidated profit and loss statement 2021 (in thousands of CZK)

Consolidated balance sheet (in thousands of CZK)

Sales Structure BSC
By Business Line
BackOffice Systems
9%

Compliance
13%

By Customer Country

Azerbaijan
Czechia
Georgia
Germany
Kazakhstan
Russia
Slovakia
United Kingdom
USA

Digital Banking
78%

People in BSC
The number of people working in our teams also increased year-on-year last year. The number of permanent staff
increased by 14% compared to 2020 to a total of 514 people. This increase was made up of an increase in the size of
teams across all our offices.
Our teams are currently deployed in the following locations:
Banking Software Company s r.o. – company headquarters
Na Hřebenech II 1718/10, Praha 4 – Nusle, 140 00, Česká republika

Banking Software Company s.r.o. – Olomouc office
Legionářská 1319/10, Olomouc, 779 00, Česká republika
BSC SK s.r.o. – company branch
Jána Pavla II, Prešov, 080 01, Slovenská Republika

BSC SK s.r.o. – Košice office
Trieda SNP 37, Košice, 040 01, Slovenská Republika
BSC Msc, OOO – company branch
1st Kozhevnicheskiy lane 6, Moskva, 115114, Ruská Federace

BSC Msc, OOO – Vladimir office
Mira street 34, Vladimir, 600017 Ruská Federace
BSC Msc, OOO – Nizhny Novgorod office
Kerchenskaya 13, Nizhny Novgorod, 603086 Ruská Federace
BSC Msc, OOO – Izhevsk office
Karla Marksa Street 218, Izhevsk, 426008 Ruská Federace

Permanent staff of the BSC Group

Independent Auditor‘s Report on 2021 Financial Statements
Auditor's report

“In our opinion, the financial statements attached as an integral part of this report give a true and fair view of the assets,
liabilities, expenses, income and result of operations and cash flows of Banking Software Company for the year ended 31
December 2021 and have been prepared in accordance with Act No. 563/1991 Coll. on Accounting, as amended, Decree
No. 500/2002 Coll. and Czech Accounting Standards as amended on 9 March 2022."
Other information about the annual report

Our opinion on the 2020 financial statements does not relate to any additional information, nor do we issue any separate
opinion. Nevertheless, part of our responsibilities related to the audit of financial statements includes reviewing additional
information and assessing whether this additional information is significantly (materially) inconsistent with the financial
statements or our knowledge of Banking Software Company acquired during the audit of the financial statements and
whether the annual report is compiled in accordance with the law or whether this information otherwise appears to be
significantly (materially) incorrect. If, based on the work performed, we find that this is not the case, we are obliged to state
the findings in our report.
On the basis of the procedures performed, to the extent that we are able to assess, we state that:
• other information that describes the facts presented in the financial statements is consistent in all material respects with
the financial statements; and
• other information has been prepared in accordance with the law.
As part of these procedures, we did not identify any significant (material) factual inaccuracies in the other information
received.
AUDIT AND TAX OFFICE s.r.o.
Husitská 344/63, 130 00 Praha 3
Certificate number: 181
Auditor: Ing. Pavel Antoš
Certificate number: 1416
Date of preparation: 17.3.2022

Relationship Report
Controlled entities: Banking Software Company s.r.o., BSC SK s.r.o., OOO BSC MSK
Controlling entity: Algorithmiq, s.r.o.

BSC SK s.r.o. provides software services to Banking Software Company s.r.o. under normal business conditions.
Commitment of Banking Software Company s.r.o. to 31.12.2021 against BSC SK s.r.o. in the amount of EUR
88,832.31 was duly paid at the date of this report.
Banking Software Company s.r.o. provides software services to BSC SK s.r.o. under normal business conditions.
Receivable from Banking Software Company s.r.o. to 31.12.2021 against BSC SK s.r.o. in the amount of EUR
47,648.35 was duly paid at the date of this report.
Banking Software Company s.r.o. provided software services to OOO BSC MSK on normal commercial terms.
Receivable from Banking Software Company s.r.o. as of 31.12.2021 against OOO BSC MSK in the amount of RUB
293,088.84 was duly paid as of the date of this report.
This report was prepared by the company's managing director in accordance with Section 82 of the Commercial
Corporations Act.
In Prague on March 21, 2022

Petr Koutný
Managing Director

