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LINGUAMATICS LIMITED

GROUP STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2017

Introduction

Linguamatics Limited is a global leader in the application of Natural Language Processing technology to high
value knowledge discovery problems across muitiple market segments — in particular Pharmaceuticals;
Healthcare & Government. The group’s flagship technology platform is the 12E text mining platform which is
both licensed for in-house installation by enterprise customers and combined with a broad range of content
resources in a fully hosted alternative. The company has deep scientific and technical resources and uses these
to leverage the value of its platform by providing ancillary consulting services.

Business review
The group demonstrated steady performance in 2017 with 12.47% year-on-year Turnover growth and sustained
Profit after Tax. The Pharmaceutical segment saw initial adoption of new programmatic solutions which bode

well for 2018. The Healthcare market segment encountered some headwinds due to the uncertainty around the
patient funding model in the USA but still secured some attractive multi-year licenses.

Principal risks and uncertainties

The group’s market position continues to be based on its ability to maintain a perfformance edge over competitor
offerings in its main platform and there is a risk that unexpected technical hurdles are encountered or that new
competitors enter the market. To maintain and grow its business the group needs to recruit highly qualified

technical staff and there is a risk that this will become a constraint on growth. Finally the group has significant
exposure to foreign exchange volatility which is minimised by the purchase of appropriate financial instruments.

Financial key performance indicators

The KPI's viewed most critical by the Board are Turnover (2017: £9.1m), annualised Turnover Growth (2017:
12.47%) and Current Assets (2017: £7.94m).

Other key performance indicators

Other key performance indicators are net annual increase in employee numbers (2017: 8) and number of major
software platform releases (2017: 2).

This report was approved by the board on 8 March 2018 and signed on its behalf.

Director
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LINGUAMATICS LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2017

Some information that was previously disclosed in the Directors' Report is now included in the Group Strategic
Report.

The directors present their report and the financial statements for the year ended 31 December 2017.

Results and dividends

The profit for the year, after taxation, amounted to £491,161 (2016 - £276,556).

Directors
The directors who served during the year were:

Dr R W S Hale
Dr D R Milward
Dr P J Hastings
J M Brimacombe

Directors' responsibilities statement

The directors are responsible for preparing the Group Strategic Report, the Directors' Report and the
consolidated financial statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice) and applicable law, including Financial
Reporting Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of Ireland'. Under
company law the directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs and profit or loss of the of the Company and Group for that period.

In preparing these financial statements, the directors are required to:

. select suitable accounting policies and then apply them consistently for the Group's financial statements;

. make judgements and accounting estimates that are reasonable and prudent;

. state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

. prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

Group will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and the Group and to enable them to ensure that the financial statements comply with the Companies
Act 2006. They are also responsible for safeqguarding the assets of the Company and the Group and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial information
included on the Group's website. Legislation in the United Kingdom governing the preparation and
dissemination of financial statements and other information included in Directors' Reports may differ from
legislation in other jurisdictions.
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LINGUAMATICS LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

Disclosure of information to auditor

The directors confirm that:

. so far as the director is aware, there is no relevant audit information of which the Company and the
Group's auditor is unaware, and .

) the director has taken all the steps that ought to have been taken as a director in order to be aware of any
relevant audit information and to establish that the Company and the Group's auditor is aware of that
information.

Post balance sheet events
There have been no significant events affecting the Group since the year end.
Auditor

The auditor, Grant Thornton UK LLP, will be proposed for reappointment in accordance with section 485 of the
Companies Act 2006.

This report was approved by the board on 8 March 2018 and signed on its behalf.

(ZW e
Dr RW S Hale
Director
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@ GrantThornton

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF LINGUAMATICS LIMITED

Opinion

We have audited the financial statements of Linguamatics Limited (the 'parent Company') and its subsidiaries
(the 'Group') for the year ended 31 December 2017, which comprise the consolidated Statement of
comprehensive income, the consolidated and company Statement of financial positions, the consolidated and
company Statement of changes in equity, the consolidated Statement of cash flows and the related notes,
including a summary of significant accounting policies. The financial reporting framework that has been applied
in their preparation is applicable law and United Kingdom Accounting Standards, including Financial Reporting
Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of Ireland' (United Kingdom
Generally Accepted Accounting Practice).

In our opinion the financial statements:

o give a true and fair view of the state of the Group's and of the parent Company's affairs as at 31
December 2017 and of the Group's profit for the year then ended;

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditors' responsibilities for the audit
of the financial statements section of our report. We are independent of the Group in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the United Kingdom, including
the Financial Reporting Council's Ethical Standard, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

This report is made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of
the Companies Act 2006. Our audit work has been undertaken so that we might state to the Company's
members those matters we are required to state to them in an Auditor's Report and for no other purpose. To the
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Company
and the Company's members, as a body, for our audit work, for this report, or for the opinions we have formed.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:

o the directors' use of the going concern basis of accounting in the preparation of the financial statements
is not appropriate; or
. the directors have not disclosed in the financial statements any identified material uncertainties that may

cast significant doubt about the Group's or the parent Company's ability to continue to adopt the going
concern basis of accounting for a period of at least twelve months from the date when the financial
statements are authorised for issue.
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@ Grant Thornton

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF LINGUAMATICS LIMITED (CONTINUED)

Other information

The directors are responsible for the other information. The other information comprises the information
included in the Annual Report, other than the financial statements and our Auditor's Report thereon. Our opinion
on the financial statements does not cover the other information and, except to the extent otherwise explicitly
stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact.

We have nothing to report in this regard.
Opinion on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

. the information given in the Group Strategic Report and the Directors' Report for the financial year for
which the financial statements are prepared is consistent with the financial statements; and
. the Group Strategic Report and the Directors' Report have been prepared in accordance with applicable

legal requirements.

Matters on which we are required to report by the Companies Act 2006

In the light of the knowledge and understanding of the Group and the parent Company and its environment
obtained in the course of the audit, we have not identified material misstatements in the Group Strategic Report
and the Directors' Report.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:

. adequate accounting records have not been kept by the parent Company, or returns adequate for our
audit have not been received from branches not visited by us; or

. the parent Company financial statements are not in agreement with the accounting records and returns;
or

) certain disclosures of directors' remuneration specified by law are not made; or

. we have not received all the information and explanations we require for our audit.
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@ GrantThornton

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF LINGUAMATICS LIMITED (CONTINUED)

Responsibilities of directors

As explained more fully in the Directors’ Responsibilities Statement on page 2, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for
such internal control as the directors determine is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Group'’s ‘and the parent
Company's ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors either intend to liquidate the Group or the .
parent Company or to cease operations, or have no realistic alternative but to do so. ‘

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an Auditor's Report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at: www.frc.org.uk/auditorsresponsibilities. The description forms part of our
Auditor's Report.

G %w Ve WS

Paul Brown (Senior Statutory Auditor)
for and on behalf of

Grant Thornton UK LLP

Chartered Accountants

Statutory Auditor

Cambridge

A\ March 2018
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LINGUAMATICS LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2017

2017 2016
Note £ £
Turnover 4 9,108,624 8,098,700
Gross profit - 9,108,624 8098700
Administrative expenses : (9,707,281) (8,224,637)
Fair value movement on forward contracts , 352,569 (184,727)
Other operating income , 5 1,135 164,561
Operating loss 6 (244,953) (146,103)
Interest receivable and similar income 11 18,123 24,568
Loss before taxation (226,830) (121,535)
Taxation on loss on ordinary activities v 12 717,991 398,091
Profit and total comprehensive income for the year 491,161 276,556
Profit for the financial year attributable to:
Owners of the parent Company 491,161 276,556

The notes on pages 15 to 33 form part of these financial statements.
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LINGUAMATICS LIMITED
REGISTERED NUMBER:04248841

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2017

Fixed assets

Tangible assets

Current assets

Debtors: amounts falling due within one year
Current asset investments
Cash at bank and in hand

Creditors; amounts falling due within one
year

Net current assets

Deferred taxation

Net assets

Capital and reserves

Called up share capital
Share premium account
Capital redemption reserve
Foreign exchange reserve
Other reserves

Profit and loss account

Equity attributable to owners of the
parent Company

Note

13

16
16
17

18

20

22
21
21
21
21
21

2017

1,091,909

1,091,909

5,322,027

2,709,516

8,031,543

(6,408,716)

1,622,827
(22,669)

(22,669)

2,692,067

589
26,893

4

89,440
40,587
2,534,554

2,692,067

2016

388,060

388,060

5,960,693
298,683
3,471,685

9,731,061

(7,860,199)

1,870,862
(19,697)

(19,697)

2,239,225

585
23,841

4

145,540
25,862
2,043,393

2,239,225

The financial statements were approved and authorised for issue by the board and were signed on its behalf on

9 March 2018.

e L

Dr RW S Hale
Director

The notes on pages 15 to 33 fofm part of these financial statements.
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LINGUAMATICS LIMITED
REGISTERED NUMBER:04248841

COMPANY STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2017

Fixed assets

Tangible assets
Investments

Current assets

Note

13
14

Debtors: amounts falling due within one year 15

Current asset investments
Cash at bank and in hand

16
17

Creditors: amounts falling due within one

year

Net current assets

Deferred taxation

Net assets

Capital and reserves

Called up share capital
Share premium account

Capital redemption reserve

Other reserves

18

20

22
21
21
21

Profit and loss account brought forward

Profit for the year
Purchase of own shares

Profit and loss account carried forward

2017
£
338,010
5,136
343,146
1,492,893
1,591,125
3,084,018
(1,792,093)
1,291,925
(8,631)
(8,631)
1,626,440
589
26,893
4
, 40,587
1,309,176
249,191
1,558,367

1,626,440

2016

£

238,024

5,136

243,160
881,282
298,683
1,562,759
2,742,724

(1,626,416)

1,116,308

1,359,468

585

23,841

4

25,862
1,174,491
176,561

(41,876)
1,309,176

1,359,468

The financial statements were approved and authorised for issue by the board and were signed on its behalf on

9(333; QEJZ;L
Dr RW S Hale

Director

The notes on pages 15 to 33 form part of these financial statements.
The company has taken the exemption under section 408 of the Companies Act 2006 to present a full income

" statement, but the profit for the year for the company was £249,183 (2016: £176,561).
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< Hy e % LINGUAMATICS LIMITED}

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2017

) Share Capital Foreign
Called up premium redemption exchange Other Profit and
share capital account reserve reserve reserves loss account . Total equity
£ £ £ £ £ £ £

At 1 January 2017 585 23,841 4 145,540 25,862 2,043,393 2,239,225
Comprehensive income for the year
Profit for the year - - - - - 491,161 491,161
Foreign exchange differences - - - (56,100) - - (56,100)
Contributions by and distributions to owners
Shares issued during the year . 4 3,052 - - - - 3,056
Share based payments - - - - 14,725 - 14,725
At 31 December 2017 589 26,893 4 89,440 40,587 2,534,554 2,692,067
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M e A oy ey o L INGUAMATICS LIMITEDT B!

CONSOLIDATED STATEMENTAOF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2016

Share Capital Foreign
Called up premium redemption exchange Other Profit and
share capital account reserve reserve reserves loss account Total equity
£ £ £ £ £ £ £

At 1 January 2016 581 10,713 - 30,742 22,542 1,808,713 1,873,291
Comprehensive income for the year
Profit for the year - - - - - 276,556 276,556
Currency transiation differences - - - 114,798 - - 114,798
Contributions by and distributions to owners
Shares issued during the year 8 13,128 - - - - 13,136
Share based payments - - - - 3,320 - 3,320
Purchase of own shares (4) - 4 - - (41,876) (41,876)
At 31 December 2016 585 23,841 4 145,540 25,862 2,043,393 2,239,225

The notes on pages 15 to 33 form part of these financial statements.
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heH R M TR LINGUAMATICS LIMITED ;5%

COMPANY STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2017

Share Capital
Called up premium redemption Other Profit and

share capital account reserve reserves loss account Total equity

£ £ £ £ £ £

At 1 January 2017 585 23,841 4 25,862 1,309,176 1,369,468
Comprehensive income for the year

Profit for the year - - - - 249,191 249,191

Shares issued during the year 4 3,052 - - - 3,056

Share based payments - - - 14,725 - 14,725

At 31 December 2017 589 26,893 4 40,587 1,558,367 1,626,440
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COMPANY STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2016

At 1 January 2016

Comprehensive income for the year
Profit for the year

Shares issued during the year

Share based payments

Purchase of own shares

At 31 December 2016

Share Capital
Called up premium redemption Other Profit and

share capital account reserve reserves loss account Total equity
£ £ £ £ £ £

581 10,713 - 22,542 1,174,491 1,208,327

- - - - 176,561 176,561

8 13,128 - - - 13,136

- - - 3,320 - 3,320
(4) - 4 - (41,876) (41,876)

585 23,841 4 25,862 1,309,176 1,359,468

The notes on pages 15 to 33 form part of these financial statements.
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LINGUAMATICS LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2017

2017 2016
£ £

Cash flows from operating activities
Profit for the financial year 491,161 276,556
Adjustments for:
Depreciation of tangible assets 225,470 128,684
Government grants - (118,299)
Interest received (18,123) (24,568)
Taxation charge (717,991) (398,091)
Decrease/(increase) in debtors ' 971,181 (497,744)
(Decrease)/increase in creditors (1,275,415) 1,391,446
Corporation tax received 545,510 318,259
Share based payments 14,725 3,320
Forex (56,100) 106,912
Fair value movement (352,569) 184,727
Net cash generated from operating activities (172,151) 1,371,202
Cash flows from investing activities ‘
Purchase of tangible fixed assets (929,319) (245,453)
Government grants received - 118,299
Interest received 18,123 24,568
Movement in current asset investments 298,683 (5672)
Net cash from investing activities (612,513) (108,258)
Cash flows from financing activities
Issue of ordinary shares 3,056 13,136
Purchase of ordinary shares - (41,876)
New loans 50,000 -
Repayment of loans (30,284) -
Interest paid (277) -
Net cash used in financing activities 22,495 (28,740)
Net (decrease)/increase in cash and cash equivalents (762,169) 1,234,204
Cash and cash equivalents at beginning of year 3,471,685 2,237,481
Cash at bank and in hand ’ 2,709,516 3,471,685

The notes on pages 15 to 33 form part of these financial statements.
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LINGUAMATICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

1. General information

' Linguamatics Limited is a limited liability company incorporated in England and Wales. Its

registered head office is located at 324 Science Park, Milton Road, Cambridge, Cambridgeshire,
CB4 OWG.

The principal activity of Linguamatics Limited is of the business and domestic software development
and Information technology consultancy activities '

2.  Accounting policies

21

2.2

23

24

Basis of preparation and consolidation

The financial statements have been prepared under the historical cost convention and in accordance
with Financial Reporting Standard 102, the Financial Reporting Standard applicable in the United
Kingdom and the Republic of Ireland and the Companies Act 2006.

Fair value accounting has also been used for certain financial instruments as applicable.
The consolidated financial statements present the results of the company and its subsidiaries (“the
Group") as if they formed a single entity. Intercompany transactions and balances between group

companies are therefore eliminated in full.

Going concern

After reviewing the financial forecasts and projections, the directors have a reasonable expectation
that the group has adequate resources to continue in operational existence for the foreseeable
future - being a period of at least 12 months. The group therefore continues to adopt the going
concern basis in preparing its financial statements.

The group had signed contracts for £2,256,861 as at the end of the year (2016: £1,812,650), which
were unbilled and therefore have not been included in the financial statements.

Revenue

Turnover comprises revenue recognised by the company in respect of services supplied during the
year, exclusive of Value Added Tax.

Licence revenues and consultancy income under the rental model are recognised over the period to
which the rental fee relates but only after practical acceptance of the software has been received.

Tangible fixed assets

Tangible fixed assets are stated at cost less depreciation.
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LINGUAMATICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

1.

General information (continued)

24

25

2.6

27

2.8

Tangible fixed assets (continued)

Depreciation is charged so as to allocate the cost of assets less their residual value over their
estimated useful lives, using the straight-line method.

Depreciation is provided on the foIIoWing basis:

Leasehold Property - 6 years
Fixtures & fittings - 4 years
Office equipment ' - 4 years

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, or if there is an indication of a significant change since the last reporting
date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount
and are recognised in the Consolidated Statement of Comprehensive Income.

Operating leases: the Group as lessee

Rentals paid under operating leases are charged to the Consolidated Statement of Comprehensive
Income on a straight line basis over the lease term.

Benefits received and receivable as an incentive to sign an operating lease are recognised on a
straight line basis over the lease term, unless another systematic basis is representative of the time
pattern of the lessee's benefit from the use of the leased asset.

Valuation of investments

Investments in subsidiaries are measured at cost less accumulated impairment.

Debtors

Short term debtors are measured at transaction price, less any impairment.

Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without
penalty on the notice of between 24 hours and six months. Cash equivalents are highly liquid
investments that mature in no more than three months from the date of acquisition and that are

readily convertible to known amounts of cash with insignificant risk of change in value.

Cash held in deposit accounts with notice periods longer than six months are classified as current
asset investments.
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LINGUAMATICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

General information (continued)

2.9 Financial instruments

Financial liabilties and equity instruments are classified according to the substance of the
contractual arrangements entered into. An equity instrument is any contract that evidences a -
residual interest in the assets of the entity after deducting all of its financial liabilities.

Where the contractual obligations of financial instruments (including share capital) are equivalent to
a similar debt instrument, those financial instruments are classed as financial liabilities. Financial
liabilities are presented as such in the balance sheet. Finance costs and gains or losses relating to
financial liabilities are included in the profit and loss account. Finance costs are calculated so as to
produce a constant rate of return on the outstanding liability.

Where the contractual terms of share capital do not have any terms meeting the definition of a
financial liability then this is classed as an equity instrument. Dividends and distributions relating to
equity instruments are debited direct to equity.

2.10 Creditors
Short term creditors are measured at the transaction price.

2.11 Government grants
Grants are accounted under the accruals model as permitted by FRS 102. Grants relating to
expenditure on tangible fixed assets are credited to the Consolidated Statement of Comprehensive
Income at the same rate as the depreciation on the assets to which the grant relates. The deferred

element of grants is included in creditors as deferred income.

Grants of a revenue nature are recognised in the Consolidated Statement of Comprehensive
Income in the same period as the related expenditure.

2.12 Foreign currency translation
The group's functional currency is GBP.

Monetary assets and liabilities denominated in foreign currencies are translated into sterling at rates
of exchange ruling at the balance sheet date.

Transactions in foreign currencies are translated into sterling at the rate ruling on the date of the
transaction.

Exchange gains and losses are recognised in the Income statement.

Foreign subsidiaries are translated into the group's functional currency by using the average
exchange rate for the Statement of Comprehensive Income and the closing exhange rate for the
Statement of Financial Position. Any foreign currency differences on consoldiation are posted to the
foreign exchange reserve within equity.
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LINGUAMATICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

1.

General information (continued)

2.13 Pensions
Defined contribution pension plan

The Group operates a defined contribution plan for its employees. A defined contribution plan is a
pension plan under which the Group pays fixed contributions into a separate entity. Once the
contributions have been paid the Group has no further payment obligations.

The contributions are recognised as an expense in the Consolidated Statement of Comprehensive
Income when they fall due. Amounts not paid are shown in accruals as a liability in the Statement of
Financial Position. The assets of the plan are held separately from the Group in independently
administered funds.

2.14 Disclosure exemptions

Linguamatics Limited as an entity is a qualifying entity which is consolidated into another set of
publically available group accounts, the disclosure exemption from preparing a cash flow and
disclosing related party transactions with other members of the group has been taken (FRS 102

1.12).
2.15 Interest income

Interest income is recognised in the Consolidated Statement of Comprehensive Income using the
effective interest method. '

2.16 Borrowing costs

A liability is recognised to the extent of any unused holiday pay entitlement which has accrued at the
balance sheet date and carried forward to future periods. This is measured at the undiscounted
salary cost of the future holiday entitlement so accrued at the balance sheet date.

2.47 Provisions for liabilities

Provisions are made where an event has taken place that gives the Group a legal or constructive
obligation that probably requires settlement by a transfer of economic benefit, and a reliable estimate
can be made of the amount of the obligation.

Provisions are charged as an expense to the Consolidated Statement of Comprehensive Income in
the year that the Group becomes aware of the obligation, and are measured at the best estimate at
the Statement of Financial Position date of the expenditure required to settle the obligation, taking
into account relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the Statement of
Financial Position.
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LINGUAMATICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

1.

General information (continued)

2.18 Current and deferred taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in the
Consolidated Statement of Comprehensive Income, except that a charge attributable to an item of
income and expense recognised as other comprehensive income or to an item recognised directly in
equity is also recognised in other comprehensive income or directly in equity respectively.

The current income tax charge is ‘calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the reporting date in the countries where the Company and the
Group operate and generate income.

Deferred tax balances are recognised in respect of all timing differences that have originated but not
reversed by the Statement of Financial Position date, except that:

K The recognition of deferred tax assets is limited to the extent that it is probable that they will
be recovered against the reversal of deferred tax liabilities or other future taxable profits;
. Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met; and
. Where they relate to timing differences in respect of interests in subsidiaries, associates,

branches and joint ventures and the Group can control the reversal of the timing differences
and such reversal is not considered probable in the foreseeable future.

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values
of assets acquired and the future tax deductions available for them and the differences between the
fair values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is
determined using tax rates and laws that have been enacted or substantively enacted by the
reporting date.

2.19 Related party transactions
Related parties include Directors and entities with common directorships.
Unless otherwise stated, none of the transactions incorporate special terms and conditions and no
guarantees were given or received.
Judgements in applying accounting policies and key sources of estimation uncertainty
Preparation of the financial statements requires management to make judgements and estimates. The
items in the financial statements where these judgements and estimates have been made include the

rate of depreciation of tangible fixed assets and the revenue recognition on sales contracts that span
multiple accounting periods. '
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LINGUAMATICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

Turnover

An analysis of turnover by class of business is as follows:

Licencing sales
Consultancy sales
Royalties

Analysis of turnover by country of destination:

United Kingdom
Europe
North America

Other operating income

R&D expenditure credit
Government grants receivable

2017 2016

£ £
8,169,363 6,894,874
850,820 1,155,245
88,441 48,581
9,108,624 8098700
2017 2016

£ £

212,197 255,975
1,727,814 1,827,834
7,168,613 6,014,891
9,108,624 8,098,700

2017 2016

£ £

1,135 46,262

- 118,299

1,135 164,561
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LINGUAMATICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

Operating loss

The operating loss is stated after charging/(crediting):

Depreciation of tangible fixed assets
Operating lease costs

Exchange differences

Pension costs

Government grants

Auditor's remuneration

Fees payable to the Group's auditor and its associates for the audit of the
Group's annual financial statements

Fees payable to the Group's auditor and its associates in respect of:

Audit of subsidiaries

Preparation of financial statements
Tax

iXBRL tagging services

2017 2016

£ £
225,470 128,684
286,297 211,146
360,965  (170,561)
226,856 182,441
- (118,299)
2017 2016

£ £

4,400 6,400
9,500 10,600
3,150 3,000
5,550 5,100
840 800
19,040 19,500
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LINGUAMATICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

Group employees

Staff costs, including directors' remuneration, were as follows:

2017 2016
£ £
Wages and salaries 5,876,342 5,213,533
Sacial security costs 532,157 412,941
Pension costs 226,856 182,441
6,635,355 5,808,915
The average monthly number of employees, including the directors, during the year was as follows:
2017 2016
No. No.
94 - 85
Company employees
2017 2016
£ £
Wages and salaries 3,655,684 3,268,280
Social security costs 375,285 335,054
Pension costs 192,904 168,897
4,223,873 3,772,231

The average monthly number of employees for the company, including directors was 74 (2016: 65).
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LINGUAMATICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

10.

11.

12,

Directors' remuneration

2017 2016

£ £

Directors' emoluments ' 475,759 531,101
Company contributions to defined contribution pension schemes 29,327 35,115
505,086 566,216

During the year retirement benefits were accruing to 3 directors (20716 - 4) in respect of defined

contribution pension schemes.

The highest paid director received remuneration of £157,988 (2016 - £218,866).

The value of the company's contributions paid to a defined contribution pension scheme in respect of the

highest paid director amounted to £5,847 (2016 - £5,718).

Interest receivable

2017 2016
£ £
Other interest receivable 18,123 24,568
Taxation
2017 2016
£ £
Corporation tax
Current tax on profits for the year ' (671,644) (463,841)
Adjustments in respect of previous periods (49,319) 9,612
(720,963) (454,229)
Total current tax (720,963) (454,229)
Deferred tax
Origination and reversal of timing differences 2,972 56,138
Total deferred tax 2,972 56,138
Taxation on loss on ordinary activities (717,991) (398,091)
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LINGUAMATICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

12

Taxation (continued)

Factors affecting tax charge for the year

The tax assessed for the year is lower than (2016 - lower than) the standard rate of corporation tax in the

UK of 20% (2016 - 20%). The differences are explained below:

Loss on ordinary activities before tax

Profit/(loss) on ordinary activities multiplied by standard rate of corporation
tax in the UK of 19.25% (2016 - 20%)

Effects of:

Expenses not deductible for tax purposes, other than goodwill amortisation
and impairment

Capital allowances for year in excess of depreciation

~ Other permanent differences

Deduction for R&D relief

Surrender of losses for R&D tax credit

Adjustments to tax charge in respect of prior periods
Adjustment for opening/ closing deferred tax rate
Deferred tax not recognised

Total tax charge for the year

Factors that may affect future tax charges

There were no factors that may affect future tax charges.

2017

2016

£ £
(226,830) (121,535
(43,657) (24,307)
11,637 37,870
(16,082) 1,137
(3,000) (2,751)
(824,880)  (621,503)
221,424 195,118
(49,319) 9,612
(1,994) (8,811)
(12,120) 15,544
(717,991)  (398,091)
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LINGUAMATICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

13.

Tangible fixed assets

Group

Cost

At 1 January 2017
Additions

Transfers between classes

At 31 December 2017
Depreciation
At 1 January 2017

Charge for the year on owned assets
Transfers between classes

At 31 December 2017

Net book value

At 31 December 2017

At 31 December 2016

LTerm , :
Leasehold  Fixtures & Office

Property fittings equipment Total
£ £ £ £
- 245,862 632,183 878,045
558,809 110,003 260,507 929,319

31,111 (31,111) - -
589,920 324,754 892,690 1,807,364
- 202,039 287,946 489,985
46,463 22,238 156,769 225,470

6,481 (6,481) - -
52,944 217,796 444,715 715,455
536,976 106,958 447,975 1,091,909
- 43,823 344,237 388,060
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LINGUAMATICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

13.

Tangible fixed assets (continued)

Company

Cost

At 1 January 2017
Additions

Transfers between classes

At 31 December 2017
Depreciation
At 1 January 2017

Charge for the year on owned assets
Transfers between classes

At 31 December 2017

Net book value

At 31 December 2017

At 31 December 2016

L/Term
Leasehold Fixtures & Office
Property fittings equipment Total
£ £ £ £
- 245,862 409,403 655,265
- 2,642 223,920 226,562
31,111 (31,111) - -
31,111 ‘21 7,393 633,323 881,827
- 202,039 215,202 417,241
7,778 8,844 109,954 126,576
6,481 (6,481) - -
14,259 204,402 325,156 543,817
16,852 12,991 308,167 338,010
- 43,823 194,201 238,024
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LINGUAMATICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

14,

Fixed asset investments

Subsidiary undertakings

The following were subsidiary undertakings of the Company:

Name

Linguamatics
Solution Limited

Linguamatics
Solutions
Incorporated

Name

Linguamatics
Solutions Limited

Linguamatics
Solutions
Incorporated

Company

Cost
At 1 January 2017

At 31 December 2017

Net book value

At 31 December 2017

At 31 December 2016

Class of Principal
shares Holding activity
v Trading

Ordinary 100 % subsidiary
Tradving

Common 100% subsidiary

Registered office
324 Science Park,
Milton Road,
Cambridge,

CB4 OWG,

UK

500 Nickerson Rd,
Suite 125,
Marlborough,

MA 01752,

USA

Investments
in
subsidiary
companies
£

5,135

5,135

5,135

5135
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LINGUAMATICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

15.

16.

17.

Debtors

Trade debtors

Amounts owed by group undertakings
Other debtors

Prepayments and accrued income
Tax recoverable

Financial instruments

No provision for doubtful debts was made for 31 December 2017 or 31 December 2016.

Current asset investments

Amounts held on deposit with the bank

Cash and cash equivalents

Cash at bank and in hand

Group Group Company Company

2017 2016 2017 2016

£ £ £ £
3,647,449 4,570,671 - -

- - 326,066 24,571
234,887 94,163 62,135 82,682
652,460 746,963 317,461 225,133
724,349 548,896 724,349 548,896

62,882 - 62,882 -
5,322,027 5,960,693 1,492,893 881,282
Group Group Company Company
2017 2016 2017 2016
£ £ £ £

- 298,683 - 298,683

Group Group Company Company

2017 2016 2017 2016

£ £ . £ £
2,709,516 3,471,685 1,591,125

1,562,759
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LINGUAMATICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

18.

19.

Creditors: Amounts falling due within one year

Bank loans

Trade creditors

Amounts owed to group undertakings
Other taxation and social security
Other creditors

Accruals and deferred income

- Financial instruments

Financial instruments

Financial assets
Financial assets measured at amortised cost

Derivative financial instruments held at fair
value through profit or loss

Financial liabilities

Derivative financial instruments held at fair
value through profit or loss

Financial liabilities measured at amortised
cost

Group Group Company Company
2017 2016 2017 2016
£ £ £ £
19,439 - 19,439 -
118,112 78,552 79,737 40,009
- - 1,207,970 816,296
126,875 182,830 18,954 56,077
11,080 1,082 2,128 1,081
6,133,210 7,308,048 463,865 423,266
- 289,687 - 289,687
6,408,716 7,860,199 1,792,093 1,626,416
Group Group Company Company
2017 2016 2017 2016
£ £ £ £
6,543,076 8,435,205 1,979,326 1,968,698
62,882 - 62,882 -
6,605,958 8,435,205 2,042,208 1,968,698
- (289,687) - (289,687)
(1,039,579) (1,127,527) (1,751,259) (1,028,178)
(1,039,579) (1,417,214) (1,751,259) (1,317,865)

Financial assets measured at amortised cost comprise cash, trade debtors, other receivables, but

excluding prepayments.

Derivative financial liabilities measured at fair value through profit or loss comprise forward currency

contracts taken out to hedge the group's foreign exchange risk.

Financial liabilities measured at amortised cost comprise trade creditors and accruals.
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NOTES TO THE FINANCIAL STATEMENTS
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20.

21.

Deferred taxation

Group
2017 2016
£ £
At beginning of year (19,697) 36,441
Charged to the profit or loss (2,972) (56,138)
At end of year (22,669) (19,697)
Group Group Company Company
2017 2016 2017 2016
£ £ £ £
Fixed asset timing differences (54,194) (20,970)  (40,156) -
Short term timing differences 29,645 - 29,645 -
Losses and other deductions 1,880 1,273 1,880 -
{22,669) (19,697) (8,631) -
Reserves

Share premium account

Includes any premiums received on issue of share capital. Any transaction costs associated with the
issuing of shares are deducted from share premium.

Capital redemption reserve

Is a non-distributable reserve representing the nominal value of paid up share capital that has been
repaid.

Foreign exchange reserve

Comprises translation differences arising from the translation of financial statements of the Group's
foreign entities into Sterling (£).

Other reserves
The other reserve is for share based payments, which are issued to employees.
The fair value of these share options is recognised as an expense and credited to reserves over the

vesting period of the options.

Profit & loss account

* Includes all current and prior period retained profits and losses.
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22,

Share capital

2017
£
Shares classified as equity
Allotted, called up and fully paid
5,897,805 (2016 - 5,859,435) Ordinary shares shares of £0.0001 each 589

Share capital consists of the nominal value of paid up issued shares.

The company allotted 38,370 Ordinary shares during the year.
These had a nominal value of £4 and the value of the consideration received was £3,056.

2016

585

The amount of the consideration in excess of the nominal value has been added to the share premium

account.
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23.

24,

Share based payments

Linguamatics Limited operates an equity-settled share based remuneration scheme for employees. All
employees are eligible to participate in the long term incentive scheme. On the first anniversary of the
employee's Start Date one quarter of the Option Shares granted will vest. Thereafter the Option Shares
will vest such that one sixteenth of the total number of options granted will vest at the end of each
subsequent three month period such that all Option Shares will have vested on the fourth anniversary of
the Start Date.

Weighted Weighted

average average

exercise exercise

price price
(pence) Number (pence) Number
2017 2017 2016 2016
Outstanding at the beginning of the year 0.16621 284,360 0.11990 306,810
Granted during the year 0.51800 72,470 0.28550 66,100
Exercised during the year 0.05468 (38,370) 0.41260 (60,000)
Expired during the year 0.24159 (32,770) 0.17592 (28,550)
Outstanding at the end of the year 0.25090 285,690 0.16621 284,360

The exercise price of options outstanding at the end of the year ranged between 0.05468p and 0.51800p
(2016: 0.0192p-0.2855p).

Of the total number of options outstanding at the end of the year, 113,370 (2016 - 111,750) had vested
and were exercisable at the end of the year.

Since the company has no dividend history a revenue-based valuation was deemed appropriate, in
accordance with HMRC Share Valuations Manual.

Commitments under operating leases

At 31 December 2017 the Grbup and the Company had future minimum lease payments under non-
cancellable operating leases as follows:

Group Group Company Company

2017 2016 2017 2016

£ £ £ £

Not later than 1 year 271,563 198,719 161,480 127,080

Later than 1 year and not later than 5 years 1,204,560 512,420 622,039 21,180
Later than 5 years - 716,392 - -

1,476,123 1,427,531 783,519 148,260
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25.

Related party transactions

Remuneration paid to Key Management Personnel amounted to £558,939 (2016: £634,570).

The company has taken advantage of the FRS 102 exemption not to disclose transactions with its wholly
owned subsidiaries, Linguamatics Solutions Limited and Linguamatics Solutions Incorporated.
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