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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2011
Commission File Number 0-25346

ACI WORLDWIDE, INC.

(Exact name of registrant as specified in its charter)

Delaware 47-0772104
(State or other jurisdiction of (L.R.S. Employer
incorporation or organization) Identification No.)
120 Broadway, Suite 3350
New York, New York 10271

(Address of principal executive offices, including zip code)

(646) 348-6700

(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:
Common Stock, $.005 par value, NASDAQ Global Select Market

Securities registered pursuant to Section 12(g) of the Act:
None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes O No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.
Yes O No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days. Yes No O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any, every
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not
be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part I11
of this Form 10-K or any amendment to this Form 10-K.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller
reporting company. See the definitions of “large accelerated filer,” “accelerated filer,” and “smaller reporting company” in Rule 12b-
2 of the Act. (Check one):

Large accelerated filer Accelerated filer O
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Non-accelerated filer O Smaller reporting company O

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes O No

The aggregate market value of the Company’s voting common stock held by non-affiliates on June 30, 2011 (the last business day of
the registrant’s most recently completed second fiscal quarter), based upon the last sale price of the common stock on that date of
$33.77 was $1,120,818,938. For purposes of this calculation, executive officers, directors and holders of 10% or more of the
outstanding shares of the registrant’s common stock are deemed to be affiliates of the registrant and are excluded from the
calculation.

As of February 17, 2012, there were 39,175,561 shares of the registrant’s common stock outstanding.
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Documents Incorporated by Reference — Portions of the registrant’s definitive Proxy Statement for the Annual Meeting of
Shareholders to be held on June 13, 2012, are incorporated by reference in Part III of this report. This registrant’s Proxy Statement
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Forward-Looking Statements

This report contains forward-looking statements based on current expectations that involve a number of risks and uncertainties.
Generally, forward-looking statements do not relate strictly to historical or current facts and may include words or phrases such as

“believes,” “will,” “expects,” “anticipates,” “intends,” and words and phrases of similar impact. The forward-looking statements are

made pursuant to safe harbor provisions of the Private Securities Litigation Reform Act of 1995, as amended.

Forward-looking statements in this report include, but are not limited to, statements regarding future operations, business strategy,
business environment, key trends, and, in each case, statements related to expected financial and other benefits. Many of these factors
will be important in determining our actual future results. Any or all of the forward-looking statements in this report may turn out to
be incorrect. They may be based on inaccurate assumptions or may not account for known or unknown risks and uncertainties.
Consequently, no forward-looking statement can be guaranteed. Actual future results may vary materially from those expressed or
implied in any forward-looking statements, and our business, financial condition and results of operations could be materially and
adversely affected. In addition, we disclaim any obligation to update any forward-looking statements after the date of this report,
except as required by law.

All of the forward-looking statements in this report are expressly qualified by the risk factors discussed in our filings with the
Securities and Exchange Commission (“SEC”). Such factors include, but are not limited to, risks related to:

» the global financial crisis and the continuing decline in the global economys;

» volatility and disruption of the capital and credit markets and adverse changes in the global economy;
* consolidations and failures in the financial services industry;

* increased competition;

» restrictions and other financial covenants in our credit facility;

¢ the restatement of our financial statements;

» the accuracy of management’s backlog estimates;

e impairment of our goodwill or intangible assets;

e exposure to unknown tax liabilities;

» risks from operating internationally;

» our offshore software development activities;

e customer reluctance to switch to a new vendor;

» the performance of our strategic product, BASE24-eps;

e our strategy to migrate customers to our next generation products;

» ratable or deferred recognition of certain revenue associated with customer migrations and the maturity of certain products;
* demand for our products;

¢ failure to obtain renewals of customer contracts or to obtain such renewals on favorable terms;

* delay or cancellation of customer projects or inaccurate project completion estimates;

* business interruptions or failure of our information technology and communication systems;

* our alliance with International Business Machines Corporation (“IBM”);

* the complexity of our products and services and the risk that they may contain hidden defects or be subjected to security
breaches or viruses;

* compliance of our products with applicable legislation, governmental regulations and industry standards;
e our compliance with privacy regulations;

» the protection of our intellectual property in intellectual property litigation;
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» future acquisitions, strategic partnerships and investments and litigation;

» the risk that expected synergies, operational efficiencies and cost savings from our recent acquisition of S1 Corporation
(““ST”) may not be fully realized or realized within the expected timeframe;

* the cyclical nature of our revenue and earnings and the accuracy of forecasts due to the concentration of revenue generating
activity during the final weeks of each quarter; and

» volatility in our stock price.

The cautionary statements in this report expressly qualify all of our forward-looking statements. Factors that could cause actual
results to differ from those expressed or implied in the forward-looking statements include, but are not limited to, those discussed in
Item 1A in the section entitled “Risk Factors”.
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Trademarks and Service Marks

ACI, the ACI logo, ACI Worldwide, BASE24-eps, BASE24, OpeN/2, among others, are registered trademarks and/or registered
service marks of ACI Worldwide, Inc., or one of its subsidiaries, in the United States and/or other countries. ACI Payment Systems,
ACI Payment Systems logo, ACI Payment Systems — Trusted Globally, Agile Payment Solution, ACI Enterprise Banker, ACI Global
Banker, ACI Retail Commerce Server, AS/X, ACI Issuer, ACI Acquirer, ACI Interchange, ACI Token Manager, ACI Payments
Manager, ACI Card Management System, ACI Smart Chip Manager, ACI Dispute Management System, ACI Simulation Services for
Enterprise Testing or ASSET, ACI Money Transfer System, NET24, ACI Proactive Risk Manager, PRM, ACI Case Manager System,
ACI Communication Services, ACI Enterprise Security Services, ACI Web Access Services, ACI Monitoring and Management and
ACI DataWise, among others, have pending registrations or are common-law trademarks and/or service marks of ACI Worldwide,
Inc., or one of its subsidiaries, in the United States and/or other countries. Other parties’ marks referred to in this report are the
property of their respective owners.

PART1
ITEM 1. BUSINESS
General

ACI Worldwide, Inc., a Delaware corporation, and our subsidiaries (collectively referred to as “ACI”, “ACI Worldwide”, the
“Company,” “we,” “us” or “our”) develop, market, install and support a broad line of software products and services primarily
focused on facilitating electronic payments. In addition to our own products, we distribute, or act as a sales agent for, software
developed by third parties. These products and services are used principally by financial institutions, retailers and electronic payment
processors, both in domestic and international markets. Most of our products are sold and supported through distribution networks
covering three geographic regions — the Americas, Europe/Middle East/Africa (“EMEA”) and Asia/Pacific. Each distribution network
has its own sales force that it supplements with independent reseller and/or distributor networks. Our products are marketed under the

ACI Worldwide and ACI Payment Systems brands.

The electronic payments market is comprised of financial institutions, retailers, third-party electronic payment processors, payment
associations, switch interchanges and a wide range of transaction-generating endpoints, including automated teller machines
(“ATM”), retail merchant locations, bank branches, mobile phones, corporations and Internet commerce sites. The authentication,
authorization, switching, settlement and reconciliation of electronic payments is a complex activity due to the large number of
locations and variety of sources from which transactions can be generated, the large number of participants in the market, high
transaction volumes, geographically dispersed networks, differing types of authorization, and varied reporting requirements. These
activities are typically performed online and are often conducted 24 hours a day, seven days a week.

ACI Worldwide, Inc. was formed as a Delaware corporation in November 1993 under the name ACI Holding, Inc. and is largely the
successor to Applied Communications, Inc. and Applied Communications Inc. Limited, which we acquired from Tandem Computers
Incorporated on December 31, 1993.

On July 24, 2007, our stockholders approved the adoption of an Amended and Restated Certificate of Incorporation to change our
corporate name from “Transaction Systems Architects, Inc.” to “ACI Worldwide, Inc.”. We have been marketing our products and
services under the ACI Worldwide brand since 1993 and have gained significant market recognition under this brand name.

Acquisition

On March 18, 2011, we closed the acquisition of ISD Holdings, Inc. and its 100% owned subsidiary ISD Corporation (collectively
“ISD”). ISD’s suite of products enables retailers to consolidate, manage, secure and route all electronic transactions from their point-
of-sale systems to third party processors for authorization and settlement.

The aggregate purchase price of ISD was $19.2 million, after working capital adjustments in accordance with the terms of the
purchase agreement, including $2.4 million in cash acquired. The preliminary allocation of the purchase price to specific assets and
liabilities was based on the relative fair value of all assets and liabilities.

2
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Subsequent Event
S1 Corporation

On February 10, 2012, we completed the exchange offer for S1 and all its subsidiaries for approximately $360 million in cash and
5.8 million shares of our stock resulting in a total purchase price of $565 million, or $10.39 per share (the “Merger”). The
combination of our company and S1 will create a leader in the global enterprise payments industry. The combined company will have
enhanced scale, breadth and additional capabilities, as well as a complementary suite of products that will better serve the entire
spectrum of financial institutions, processors and retailers. Stockholders of both companies will benefit from the significant upside
potential of a larger, more diversified company that is strongly positioned in a wide range of markets.

Under the terms of the transaction, S1 stockholders could elect to receive $10.00 in cash or 0.3148 shares of our stock for each S1
share they own, subject to proration, such that in the aggregate 33.8% of S1 shares are exchanged for the Company’s shares and
66.2% are exchanged for cash. No S1 shareholders received fractional shares of our stock. Instead, the total number of shares that
each holder of S1 common stock received was rounded down to the nearest whole number, and we paid cash for any resulting
fractional share determined by multiplying the fraction by $34.14.

We used $65.0 million of our cash balance for the acquisition in addition to $295.0 million of senior bank financing arranged through
Wells Fargo Securities, LLC. See Note 6, Debt, for terms of the financing arrangement.

Products

Our software products perform a wide range of functions designed to facilitate electronic payments. Generally, our products address
three primary market segments:

e Retail banking, including debit and credit card issuers
*  Wholesale banking, including corporate cash management and treasury management operations
e  Retailers

In addition, we market our solutions to third-party electronic payment processors, who serve all three of the above market segments.
We also offer solutions that are not industry-specific, but complement our payments products, to address needs for systems
connectivity, data synchronization, testing and simulation and systems monitoring.

Our products cover six different domains within the payments business:

. Online Banking and Cash Management — the initiation of payments through online banking systems as well as the
management of cash balances across accounts

*  Retail Banking Payments — the management of a consumer payment through its lifecycle within the banking system,
which we split into Payments Processing, and Card and Merchant Management

*  Wholesale Banking Payments — the management of primarily corporate payments and messages through their
lifecycle including high value and ACH payments, wire transfers and SWIFT transactions

e  Retail — the management of a consumer payment within the retailer and supporting services such as the management
of store and gift card and loyalty programs

*  Payment Fraud Detection — the securing of payments against fraud and money laundering
e Tools and infrastructure — the tools and infrastructure to operate and optimize the payments system
The sections below provide an overview of our major software products within these domains.

In September 2009, we announced our ACI Agile Payments Solution, the vision for our payments products. The vision recognizes the
long term direction to migrate payments processing from the current discrete structures to a service-based delivery mechanism. The
first stage of the strategy has been to deliver tight integration between the current products allowing for the delivering of capability
solutions that cross domains, for instance Online Banking Fraud Detection. While we are evolving our service offerings into ACI
Agile Payments Solution reference architecture, organizations can benefit from the integrated and enterprise capabilities of the
existing product suite and start moving towards an agile payments environment.

3
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Online Banking and Cash Management Products
Within the Online Banking and Cash Management domain, ACI has two products:

* ACI Enterprise Banker is a comprehensive Internet-based business banking product for financial institutions including
banks, brokerage firms and credit unions and can be flexibly packaged for small, medium and large business customers. This product
provides these customers with electronic payment initiation capability, information reporting, and numerous other payment related
services that allow the business customer to manage all its banking needs via the Internet. In 2010, the functionality was extended to
include mobile banking services solutions. With our partner mShift, we have recently demonstrated a prototype that supports tablets
such as the iPad.

* ACI Global Banker provides single-window access to corporate cash management, trade finance, FX services, reporting and
data exchange. Global Banker supports single-window, Single Sign-On access to a bank’s corporate Internet banking platform. This
enterprise-wide, multi-country, multi-language, multi-currency solution allows banks of all sizes to uniquely package products and
services for different countries and segments — or even individual customers — from a single, flexible platform.

Retail Banking Payments — Payments Processing

Our retail payments processing products are designed to route electronic payment transactions from transaction generators to the
acquiring institutions so that they can be authorized for payment. The software often interfaces with regional or national switches to
access the account-holding financial institution or card issuer for approval or denial of the transactions (authorization). The software
returns messages to the original transaction generator (e.g. an ATM), thereby completing the transactions. Depending on how the
software is configured, it can perform all of the functions necessary to authenticate, authorize, route and settle an electronic payment
transaction, or it can interact with other systems to ensure that these functions are performed. Payments processing software may be
required to interact with dozens of devices, switch interchanges and communication protocols around the world. We currently offer
the following products for this domain:

* BASE24-eps is an integrated electronic payments processing product marketed to customers operating electronic payment
networks in the retail banking and retail industries. The modular architecture of the product enables customers to select the
application and system components that are required to operate their networks. BASE24-eps offers a broad range of features and
functions for electronic payment processing. BASE24-eps allows customers to adapt to changing network needs by supporting 12
different types of ATMs and five different types of point of sale (“POS”) terminals, 48 interchange interfaces, and various
authentication, authorization and reporting options with standardized acceptance formats enabling processing of transactions from
sources such as internet banking, branch or mobile systems. BASE24-eps uses an object-based architecture and languages such as
C++ and Java to offer a flexible, open architecture for the processing of a wide range of electronic payment transactions. BASE24-eps
also uses a scripting language to improve overall transaction processing flexibility and improve time to market for new services,
reducing the need for traditional systems modifications. BASE24-eps is licensed as a standalone electronic payments solution for
financial institutions, retailers and electronic payment processors. BASE24-eps, which operates on IBM System z, IBM System p,
Hewlett-Packard Company (“HP””) NonStop, and Oracle Solaris servers, provides flexible integration points to other applications and
data within enterprises to support 24-hour per day access to money, services and information.

On the HP NonStop platform, BASE24-eps uses NET24-XPNET, an ACI developed message oriented middleware solution.

ACT continues to support and maintain a number of other retail payments engines which are no longer actively marketed to new
customers.

* BASE24 is an integrated family of software products previously marketed to customers operating electronic payment networks
in the retail banking and retail industries. A substantial portion of ACI’s revenues are derived from licensing the BASE24 family of
products and providing related services and maintenance as it has been the core of the ACI business since the Company’s inception.

The BASE24 product line operates exclusively on HP NonStop servers. The HP NonStop parallel-processing environment offers
fault-tolerance, linear expandability and distributed processing capabilities. The combination of features offered by BASE24 and the
HP NonStop technology are important characteristics in high volume, 24-hour per day electronic payment systems.

4
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BASE24 makes use of NET24-XPNET, an ACI developed message oriented middleware solution.

BASE24-eps was developed specifically to take the BASE24 functionality to a new more flexible architecture, responding to
customers’ ideas, as well as allow the functionality to be delivered on a range of hardware platforms.

* ON/2 is an integrated electronic payments processing system, exclusively designed for the Stratus VOS operating
environment. It authenticates, authorizes, routes and switches transactions generated at ATMs and merchant POS sites.

* OpeN/2 is an integrated electronic payments processing system, designed for open-systems environments such as Microsoft
Windows, UNIX and Linux. It offers a wide range of electronic payments processing capabilities for financial institutions, retailers
and electronic payment processors.

* AS/X a product acquired in the eps AG acquisition, is an integrated electronic payments processing system designed for open-
systems environments such as UNIX. It supports a wide range of electronic payments processing capabilities for financial institutions
and electronic payment processors in Germany and Switzerland.

During the years ended December 31, 2011, 2010 and 2009, approximately 43%, 46% and 46%, respectively, of our total revenues
were derived from licensing the BASE24 product line, which revenue amounts do not include revenue associated with licensing the
BASE24-eps product.

Retail Banking Payments — Card and Merchant Management

ACI Card and Merchant Management solutions are card issuing and merchant management products, which have been successfully
used by the payments industry for many years. These products run on IBM System z, and various Unix and Microsoft Windows
servers. The products within back office services are:

e ACI Issuer, is a modern card and account management system. It has been developed to support national, international, and
global financial institutions. The system has full multi-currency, multi-product, multi-institution and multi-language capabilities. It
manages card portfolios in different countries and for different issuers on a single platform and has been built to fully comply with
EMV standards.

* ACI Acquirer, supports the full lifecycle of merchant portfolio management, including merchant onboarding, transaction
acquisition, interchange fee qualification, settlement and statement generation. The system is enabled with the flexibility acquirers
require to manage complex merchant portfolios.

* ACI Interchange, is the central monetary transaction manager, processing all incoming customer transactions and maintaining
a central transactions database. ACI Interchange also manages the clearing and settlement communication with the major
international payment schemes, ensuring compliance with Visa, MasterCard, American Express, China Union Pay and JCB. The
module can easily be adapted to manage clearing and settlement with additional networks such as domestic payment schemes.

* ACI Token Manager consists of a suite of products from ACI’s partner Bell Identification B.V. The Smart Card &
Application Management System provides for central lifecycle management of smart cards and other tokens as well as the
management of the applications activated within the scheme. The Key Management System facilitates the implementation of security
concepts based on the generation, storage, recovery, import and distribution of cryptographic keys. The keys are used for encryption
and decryption of data and for verification and authorization of trusted parties using digital certificates. ACI Token Manager for
Mobile enables the delivery of payment tokens, such as wallets, to mobile phones.

* ACI Payments Manager is an integrated, modular software solution that automates the processing, settlement and
reconciliation of electronic transactions, as well as provides plastic card issuance and account management. This product is now
primarily marketed in North America.

ACI continues to support and maintain several other back office services products which are no longer sold to new customers such as:

¢ ACI Card Management System is a complete plastic card system for issuing cards, maintaining account information,
tracking card usage and providing customer service.
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* ACI Smart Chip Manager supports the deployment of stored-value and other chip card applications used at smart card-
enabled devices.

e ACI Dispute Management System provides issuers the ability to work retail discrepancies caused by processing errors,
disputes, charge backs and fraud.

Wholesale Banking Payments

Our wholesale banking payments solutions are focused on global, super-regional and regional financial institutions that provide
treasury management services to large corporations. In addition, the market includes non-bank financial institutions with the need to
conduct their own internal treasury management activities.

Our wholesale banking payments solution, ACI Money Transfer System provides high value payments processing, bulk payments
processing and global messaging. The high value payments processing function, which produces the majority of revenues for the ACI
Money Transfer System, is used to generate, authorize, route, settle and control high value wire transfer transactions in domestic and
international environments. The ACI Money Transfer System product operates on IBM System p servers using the AIX operating
system and communicates over proprietary networks using a variety of messaging formats, including S.W.LF.T., EBA, Target, Ellips,
CEC, RTGSplus, Fedwire, CHIPS and Telex.

Retail

ACI Retail Commerce Server, our solution for retailers, is an integrated suite of electronic payments products that facilitate a broad
range of capabilities. These capabilities include prepaid, debit and credit card processing, ACH processing, electronic benefits
transfer, card issuance and management, check authorization, customer loyalty programs and returned check collection. The Retail
Commerce Server product line operates on open systems technologies such as Microsoft Windows, UNIX and Linux, with most of
the current installations deployed on the Microsoft Windows platform. In 2011, ACI acquired ISD and has integrated the acquired
functionality into Retail Commerce Server including delivering capability for solving the PCI compliance needs of retailers.

Payment Fraud Detection

* ACI Proactive Risk Manager is a neural network-based fraud detection system designed to help card issuers, merchants,
merchant acquirers and financial institutions combat fraud schemes. The system combines the pattern recognition capability of
neural-network transaction scoring with custom risk models of expert rules-based strategies and advanced client/server account
management software. The real time capability enables fraud assessment to be part of the authorization process preventing fraud
occurring. ACI Proactive Risk Manager operates on IBM System z, HP NonStop, Oracle Solaris and Microsoft Windows servers.
There are six editions of Proactive Risk Manager, each of which is tailored for specific industry needs. The six editions are debit,
credit, merchant, private label, money laundering detection and enterprise.

* ACI Case Manager offers customers the flexibility to automate activities and processes across the complete lifecycle of a
case. Cases are created when fraud officers checking an alert within ACI Proactive Risk Manager identify fraud or money laundering.
The solution is a basic framework that defines processes for researching and resolving cases, including investigation resources,
timeframes, escalation paths and alerts. The ACI Case Manager also acts as a central repository for case histories and resource
activities to provide organizations with centralized auditing capabilities.

Tools and Infrastructure

The Tools and Infrastructure products provide specific technology extensions to augment the business services provided in the five
business service domains described above.

¢ ACI Communication Services provides a range of communication services to enable message exchange on multiple
platforms in particular enabling applications to support legacy protocols, such as SNA and X.25, running over TCP/IP networks. It
also supports hybrid networking environments such as IBM’s HPR/IP. This set of products runs on HP NonStop, IBM System z and
Unix platforms.

* ACI Enterprise Security Services is a suite of security solutions that secure access to systems and resources. These products
run on the HP NonStop platform and are designed to take advantage of HP NonStop fundamentals.

6
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* ACI Web Access Services allows HP NonStop users to securely expose existing applications to peer systems as well as PC
clients and web browsers. Web Access Services supports new GUI client development, standard 6530 and 3270E terminal emulation
or automated data stream transformation to give users a range of options for integrating NonStop services across the enterprise.

* ACI Simulation Services for Enterprise Testing (ASSET) is a simulation and testing tool that allows companies involved in
electronic payments to simulate devices and transactions, and perform application testing.

* ACI Payment Service Management powered by Prognosis. In 2010, we formed a partnership with Integrated Research
Limited (“Integrated Research”) to resell their Prognosis product. This provides intelligent payment service management through in-
depth m