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Outbrain UK Limited (Registered number: 07479183)

Group Strategic Report
for the Year Ended 31 December 2016

The directors present their strategic report of the company and the group for the year ended 31 December 2016.

Review of business
Outbrain is an online content dlscovery platform that provides personalised content recommendatlons that appear as links -

1o articles and videos on digital publishers' web pages and mobile applications.

The results of the Group for the year under review are set out on page 7.

Turnover for the year was £76,214,566 (2_015: £53,322,321).

The gross profil for the year was £12,604,833 (2015: £9,774,177).

The net loss for the year was £395,454 (2015: £672.090).

The Group is a subsidiary 6f Outbrain Inc, a company incorporated in the United States of America.

During the year, Outbrain Inc allocated indirect -costs relating to server, licences and marketing tobulbrain UK Limited
totalling £3,197,917 (2015: £nil).

The Group has continued o grow ils top line year 'on year and, despite the increase in costs, has remained as a leader in
the ornline recommendation market. The Group's main business objeclive is to win and retain clients and to service our
clients to the very highest level of satisfaction, We endeavour lo continue on a numbet of fronts ta grow and succeed in;
(i) delivery of high service, (i) continuous improvements in client value-added and produclivity, and (iii) develop ard
intraduce new products to our clienis to stay ahead of competition.

Principal risks and uncertainties _
The group, in carrying out its business, faces a number of risks and uncertainties as detailed below.

Creditrisk
The risk with respect to trade debtors s mitigated by a combination of credit evaluations we perform on dur marketers and
the short duration of our payment terms for the significant majority of our customer contracts.

Foreign exchange risk

Our consolidated results of opérations and cash flows are subject to fluctuations due to changes in foreign currency
exchange rates. A substantial majority of our turnover and cost of sales are denominaled in Sterling, with the remainder
in Euros and US Dallar. Our operating expenses are generally denominated in the currencies in which our operations are
located, with the majority in Sterling. Foreign exchange risk therefore exists due to the potential for loss from exposure to
foreign exchange rate fluctuations. Group policies are aimed at minimising this risk.

Market risk
The Group operates in a highly competitive market, and the continued development of technology has the ablllly to create

new competition.

Failure of a critical IT system
The product offered to customers relies upon a complex system of IT infrastructure. Failure of this technology could

negatively affect customers and the Company's brand.

Key performance indicators

The Group is monitored on a monithly basis specifically with regard 1o actual performance to budget and forecast. The
review is focused on the Group's 3 headline numbers being turnover, gross profit and nel loss. We have made- s«gmfcant
progress throughout the year in relation to key elements of our strategy.

Directors’ Emoluments
No directors exercised share options during the current and prior year.

Future Developments

tn the coming year we will conlinue to grow as our Parent Company develops and Introduces néw praducts to our new and
exisling cllents whilst working and collaborating wilh clients and continuing to deliver a high tevel of customer care.




Outbrain UK Limited (Registered number: 07479183)

Group Strateg:c Report
for the Year Ended 31 December. 2016

‘

Going concern :
The direclors have a reaqonable expectation that the Group has adequate resources to conlmue in operaluonal exrstence

for the foreseeable fulure. Thus they conlinue to adopt the going concern basis of accounting in preparing the .annual
financial statements.

Brexit. '
On 23 June 2018, the UK eleclorate voted to disconlinue its membership of the EU. Unlil further clarily is krowri regarding

items in which the UK will exit, the directors are nol able to assess the.impacl of the Company or what impact the wider
regiilatory and legal consequences of the UK leaving the EU viould be on the Company

On behalf of the board:




Outbrain UK Limited (Registered number: 07479183)

Group Directors’ Report
for the Year Ended 31 December 2016

The directors present their report with the financial .statements of the company and the group for the year ended
31 December 2016, ' . .

Principal activity

The principal activity of the Group remained as an onling contént discovery platform that provides personalised content
recommendations thal appeat as links 1o articles and videos on digital publisShers' web pages and mobile applications.
Outbrain generates revenue from marketers through User engagements with promoted content recommendations that we
deliver across a variety of third:party publisher partner properties. ‘We pay traffic acquisition costs to our publisher partners
on whose digital properly the recommendation is shown, Qur marketer solutions are priced using a performance-based
model based on the aclual number of engagements, or clicks, genérated by users. The actual number of engagements
generated by users is highly dependent on our ability to generale trustworthy and interesting recommendations to individual

users based on our proprietary algorithms,

Dividends :
The directors do not recommend the payment of a dividend for the year ended 31 December 2016.

Disclosure of information to Auditor )

The directors who held office at the date of approval of this directors’ report confirm that, 'so far as they are eath aware,
there is no relevant audit information of which the company’s auditor is unaware; and each director has taken all the steps
that he dught to have taken as a direclor to make himself aware of any-relevant audit information and to establish that the
company's-auditor is aware of that information.

‘Directors )
The directors who held office during the year ended 31 Decembér 2016 to the daté of this report were as follows:

Y M Galai
M J Kisller
S S Edelstyn (resigned 30 August 2016)

Auditor ‘
Pursuant to Section 487 of the Companies Act 2006, the audilor will be deemed o be reappointed and KPMG LLP will

therefore continue in office

On behaif of the board:

MJ tK'isllier -Director

Date: X .FPRRmMbBRC 2013




Outbrain UK Limited {Registered number: 07479183)

Statement of Directors' Responsibilities
for the Year Ended 31 December 2016

Statement of directors’ responsibilities in respect of the Strategic Report, the Directors’ Report and the financial
statements

The directors are responsible for preparing the Strategic Report, the Directors' Report and the financial statements in
accordance wilh applicable law and regulanons .

Company law requires the directors Io prepare financial statements for each financial year. Under that iaw they have
elected to prepare lhe group and parent company financial statements in accordance with Uniled Kingdom Accounling
Standards and applicable law (United Kingdom Generally Accepted Accounting Prachce) including FRS102 The Financial
Standard applicable in the UK and Republzc of Ireland.

Under éompany law the directors musl not approve the financial statements unless they are satisfied that they give a true
and fair view of the state of affairs of the company-and the group and of the profit or loss of the group for Ihat period. In
preparing each of the group and parent company financial statements, the direclors are required to: ’

- select suitable accounting policies and then apply them consistently;
- make judgements and accounting estimates that are reasonable and prudent,
- state whether applicable UK Accounting Standards have been followed, subject ta any malerial departures disclosed
and explained in the financial statements;
- prepare (he financial statements on the going concern basis unless it is inappropriate to presume that the group and
the parent company will continue ib business :

The direclors are responsible for keeping adequate accounting records that are sufficient to show and explain the parent
company's fransactions and disclose with reasonable accuracy al any time the financial position of the parent company
and enable them to ensure thal the financial statements comply with the Companies Aclt 2006. They have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the group and to prevent
and detect fraud and other irregularities. .




Independent Auditor's Report to the Members of
Outbrain UK Limited

We have audited the financial statements of Quibrain UK Limited for the year ended 31 December 2016 on pages seven
o twenly three. The financial reporting framework that has been applied in their preparation is applicable taw and Uniled
Kingdom Accounting Standards (Uniled Kingdom Generally Accepled Accounting Practice). including F RS 102 The
Financial Reporting Standard applicable in the UK and Republic of lreland.

- 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. Qur audit work has been undertaken so that we might state to lhe company's membaers those matters we are
required 1o state to them in an auditor's report and for no other purpose. To lhe fullest extent permitted by law. we do not
accep! or assume responsibilily to anyone other than the company and the company's members as a body, for our audit
work, for this repon. or for the opinions we have formed.

Respective responsibilities of d:rectors and auditors

As explained more fully in the Statement of directors' responsibifities set out on page five, the directors are responstble for
the preparation of 1he financial slatements and for baing satisfied that they give a true and fair view. Our responsibility is
lo audit, and express an opinion on, the financial statements in accordance with applicable law and International Standards
on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Praclices Board’s Ethical Standards

for Auditors.

.

Scope of the audit of the financial statements
A description of the scope-of an’ audit of financial statements is provided on the Fmancbal Repomng Council’s websue al

www.frc.org. ukiaudllscopeukpnvate

" .Opinlon on financial statements

in our ‘opinion the financial stalements:

- give a lrue and fair view of the state of the group's and of the parent cormpany's affairs as at 31 December 2016 and of
the group’s loss 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,

Opinion on other matter prescribed by the Companies Act 2006
in our opinion the information given in the Strategic Report and the Directors' Report for the financial year is consistent

with the financial stalementis.

Based solely on the work required to be underiaken in the course of the audit of the financial s(alemenls and from reading
the Strategic repori and the Directors’ report:

We have not identified material misstalements in those reporis; and
- In our opinion, those repons have been prepared in accordance with the Compan:es Act 2006.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Acl 2006 requires us lo report to you

if, in our opinion: .

- adequale accounting records have not been kepl by the parent company, of retums adequate for our audit have not
been received from branches not visited by us; or

- the parent company financial statements are nof in agreement with (he accounting records and returns; or

- certain disclosures of directors’ remuneralion specified by law are not made; or

- we have not received all the information and explanations we require lor our audit.

Andrew Turner (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

15 Canada Square

tondon

E14 5GL




Outbrain UK Limited (Registered number: 07479183)

Consolidated Profit and Loss Account and Other Comprehensive income
for the Year Ended 31 December 2016

. 2016 2015

Notes . [ . . 3
Turnover 2 . 76,214,566 ) 53,322,321
Cost of sales i (63.609,733) {43.548,144)
Gross profit . 12,604,833 . 9,774,177
Administrative expenses : (12,847,351) " (10,507,401)
Operating loss : 5 (242,518) (733,224)
interest receivable and similar income . 113,749 ; 3,504
Loss before taxation ) . (128,769) (729,720)
Tax on loss on ordinary activities . 6 ' ] (266,685) 57,630
Loss for the financial year for the group ] (385.454) o (672,090)
Lass attribulable to: . :
Owners of the parent ) 5395 454) $672!090)
Other comprehensive income
Loss for the financial year (395,454) (672,090)
Share based compensation reserve 297.140 99,104
Foreign currency translation reserve . (303.315) . 120,860
Total cbmprehensive loss attribuiable 1o: . '
Owners of the parent (401,629) (452,126)




Outbrain UK Limitéd (Registered number: 07479183)

Consolidated Balance Sheet
31 December 2016

Fixed assets
Tangible assets |
Investments

Current assets

Debtors :

{including £20,933 (2015: £289,248)
due aftar more than one year)
Cash at bank and in hand

Creditors .
Amounts falling due within one year
Nét current assets

Totai assets less_current liabilities
Capital and reserves

Called up share capital

Foreign exchange reserve

Share based compensation reserve

Profit and loss account

Shareholders' funds

The fihancia} statements were approved by the Board of Directors on
its behalf by: .

Notes

10

"

2016
£

213,651
_ 2,876

216,527

23.055,527
17,135,248

40,190,775

(37,908.330)

2,282,445

2,000,000

(134892)

712,085

(78.221) -

2,498,972

2015
£

172,149
2.876

175,025

18,510,329
4,966,137

' 23,476,466
(20,750,890)
2,725,576

2,900,601

2,000,000 -
168,423
414,945
317,233

2,900,601

~ & Fang were signed an
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Outbrain UK Limited (Registered Aumber: 07479183)

Company Balance Sheet

31 December 2016’

Fixed assels
Tangiblé assets
Investments

Current assets

Deblors

(includinig £20,933 (2015: £269,248)
due afier mora than one year)
Cash at bank and in hand

Creditors -

Amounts falling due within one year
Net cdrrent assets

Total assets less current liabilities
Capital and reserves

Called up share capital

Foreign exchange reserve

‘Share based compensation reserve
Profit and loss account

‘Shareholders' funds

The financial statements were approved by the Board of Directors on

its behalf by:

M J Kistler.- Director

Notes

10

1

13

14
14

18

2016 . 2015

£ £
204,343 165,875
586,680 .338,286.
791,023 . 504,161.
23,000,227 - 18,484,139
17,099,495 4,928,982
40,099,722 <, 23,413,121
_(38,150,272) ' . (20,872.482)
11,949,450 . 2,540,639
2740473 . A 3.044,800
2,000,000 L 2,000,000
(141,042) 177,085
999,442. 520,941
. (117.927) 346,774
2740473 ' 13,044,800

7 Septem ors 2—0‘_:}'and were si_gned on




Outbrain UK Limited (Registered number: 07479183)

Consolidated Statement of Changes in Equity .

For the Year Ended 39 December 2016

~

Balance at 1 January 2015
Changes in equity

Loss for the year

Other comprehensive income
Balance at 31 December 2015
. Changes in equity

Loss for the year

Other comprehensive income

Balance at 31 December 2016

Called up Profit - Foreign Share
share & loss exchange based Total
capital account reserve compensation equity
£ £ £ £ £
2,000,000 989,323 47.563 315841 3352727
(672.090) - . (672,090)
- 120,860 99,104 219,964
2,000,000 317,233 168,423 414,945  2900.601
. L]
(395,454) - . (395,454)
- (303.315) 297,140 (6,.175)
2,000,000 (78.221) (134,892) 712,085 2,498,972




Outbrain UK Limited (Registered number: 07479183)

Company Statement of Changes in Equity s
For the Year Ended 31 December 2016

Called up - Profit Foreign ' Share
share & loss exchange based Total
capital account reserve - compensation equity
, £ £ £ . £ £

Balance at 1 January 2015 . 2,000,000 1,048,428, 54,148 281816 3,384,393
Changes in equity . .
Loss for the year . (701,655) - - (701.655)
Other comprehensive income - ) - 122,937 239,125 362,062
Balance at 31 December 2015 2,000,000 346,774 177,085 520,941 3,044,800

Changes in equity

Loss for the year - © (464,701) - - (464,701)
Olher comprehensive income ) - - (318.127) 478,501 160,374
Balance at 31 December 2016 2,000,000 {117,927) (141,042) 999,442 2,740,473

11



Outbrain UK Limited (Registered number: 07479183}

Consolidated Cash Flow Statement
for the Year Ended 31 December 2016

’ . 2016 2015

Noles £ . ' £
Cash flows from operating activities )
Cash generated from operations 20 12,803,995 3,701,514
Taxes paid s {246,049) (381.480)
Net cash from operating activities - 12,557,946 3,320.034
Cash flows from investing activities
Purchase of tangible fixed assets ) : (271.101) (125.774)
Disposal of tangible fixed assels i ’ 71,832 1,639
Interest and other income received 113.749 3,504
Nel cash trom investing activities o {85,520) ' © o _(120.731)
Increase In cash and cash equivalents ) ’ ' R 12,472.426 R ‘ ) 3.199,303
'(Decrease)/l|1crea§e in forelgn currency translation reserve ' (303.315) 120,860
Cash and cash equivalents at beginning :
of year ’ o 21 . C 4,966,137 . .- 1,645,974
Cash and cash equivalents at end of year 21 ' ‘ 17,135,248 4!966.137

12



Qutbrain UK Limited (Registered number: 07479183)

Notes to the Consolidated Financial Statements
for the Year Ended 31 December 2016

Accounting policies
Outbrain UK Limited (the “Company”) is a coinpany limited by shares and mcorporalpd and domiciled in the UK.

Basis of preparation
These financial statements were prepared in arcordam.e with Financial Reporting Slandard 102 applicable with

UK and the Republic of irefand.

Basis of consolidation

The group financial stalements consolidate the financial statements of the company and its subsidiary undertakings
drawn up to 31 December 2016. A subsidiary is an entity that Is controlled by the parent. The resuits of subsidiary
undertakings are included in the consolidated profil and loss account from the date that control commernices.until
the date that control ceases. Control is established when the Company has the power (o govern the operaling and
financial policies of an entity so as to obtain benefils from its aclivities. In assessing control, the Group takes into
consideration potentiaf voting rights (hat are currently exercisable.

Going Concern
The financial stalements have been prepared on the going concern basis because the parent company has

confirmed its inlenlion to support the Company for the foreseeable future and will support the Company to meet iis
liabilities as they fall due for at leas! 12 months from the date of the audit report.

Turnover

Revenue in respect of content recommendations and promoted content is recognised when the Company obtains
the right to consideration exchange for its performance which is based on click through rates on a-pay-per-click
basis. The Company places its content discovery platform on internet publishers' websites; as users click through
on the recommended content, or promoted content, the platform records a click, which generates chargeable
revenue from the content provider. Content recommendation and promoted content revenues are recorded net of
value added tax. .

Financijal instruments
In the Qutbrain UK Limited balance sheel, investments in subsidiaries and associates are measured at cost less

- impairment. For invesiments in subsidiaries acquired far consideration including the issue of shares qualifying for
merger relief, cost is measured by reference o the nominal value of the shares issued plus fair value of other
conslideration. Any premium is ignored.

Tangible fixed assets

Tangible fixed assets are recorded at historical cost less accumulated depreclation. Cost comprises the purchase
price ang any costs direcily attributable to bringing the asset to its working condition and tocation for its intended
use. Depreciation is provided at the following annual rates in order to write down the cost of each asset to its
estimated residual value over its estimated useful life:

Computer equipment 2 - 5 years straight line
Fixtures and fittings 3 years straight line

Deferred tax
Deferred tax is recognised in respect of all material timing differences that have originated bul nol reversed at the -

balance sheet date.

Foreign currencies
Assets and liabilities in foreign currencies are translated into sterling at the rates of exchange ruling at the balance

sheet date. Transactions in foreign currencies are transiated into sterling at the rate of exchange ruling a! the date
of transaction. Exchange differences are taken inlo account in arriving at the operating resuit.

The resulls of the Group‘s foreign operauuns are transiated at lhe average rates of exchange during the period and
its balance sheet at the rates ruling at the balance sheet date. Exchange differences arlsing on translation of the
opening net assets and resuits of the operation are reported’in the statement of totat recognised gains and fosses.
All other exchange diflerences are included in the profit and foss account. '

Hire purchase and leasing commitments
Rentals paid under operating leases are charged to lhe profit and loss.account on a straight line basis over the

period of the lease

13




Outbrain UK Limited (Registered number: 07479183)

Notes to the Consolidated Financial Statements
for the Year Ended 31 December 2016

Pénsion costs and other post-retirement benefits
The group operates a defined contribution pension scheme. The assels of the schemeare held separately from
those of the group in an independently adiministered fund. Contributions payablé to the group's pension scheme
are charged to the profit and loss account in the period to which they’ reiate.

~

Share based payments

The-Company issues equity-settled share options to certain employees within the Group. Equily-settled share-

based payment transaclions are measured al fair value (excluding the effect of non market-based vesting

conditions) al the date of the grant. The fair value determined at the grant date of the equily-seliled share-based

_ payments is expensed -on a straight-line basis over the vesting period, based on the Group's estimale of shares
that will eventually vest and adjusted for the effect of non market-based-vesling conditions.

Fair value is measured by use of the Black Scholes pricing model which is considered by management to be the

most appropriate method of valuation. The expecled life used in lhe mogel has been, adjusted, based on
management's best .estimate, for the effects of non-lransferability, exercise restriclions, and behavioural

considerations.
Investments

Investments held as fixed assels are staied at cost. Income from investments is recorded in the profi{ and loss
accoun! when the righl to receive thal income has been confirmed.

Turnover

The turnover and loss before taxalion are altributable to the one principal activity of the group.

An analysis of turnover by geographical markeét is given below:

- 2016 2015
, . £ £
Uniled Kingdom ’ 25,245,341 25,281,061
Europe : 50.861,596 28,024,330
United. Stales of America 16,595 © 5,109
Rest of World 91,034 11,821

76,214,‘566 53,322,321.

Turnover generatéd through Unitéd Kingdom but promoled on publishers across the World is recognised within
United Kingdom above

Staff costs
2016 2015
£ - £
Wages and salaries 6,681,499 © 5,148,045
Social securily costs 1,270,149 983,922
Other pension costs . 268,619 194,061
8,220.267 6,326,028

The cost of contributions of these defined conlnbuhon schemes for the year was £268, 619 (2015: £194,061).
Pension contribution costs accrued, but not paid at the end of the year amounted to £14,311 (2015: £11,726).

The average monthly number of employees during the year was as follows: . »
: 2016 2015

General and administrative 17 14
Sales and marketing 90 81
Total average employees 107 .95

14



Outbrain UK Limited (Registered number: 07479183)

Notes to the Consolidated Financial Statements - continued
for the Year Ended 31 December 2016

Directors' emoluments

2016 2015
. . £ £
Directors’ remuneration - 199.706 279,733
Directors’ pension contributions to money purchase schemes ) 2,765 11.043
Information regarding the highest paid director is as follows:
2016 2015
: . £ £
Emoluments etc : 199.706 279.733
Pension contnbullons to money purchase schemes 2,765 11,043
No directors exercised share options during the year (2015 - nil).
Operating loss
The operating loss is stated afler charging/{crediting):
' - 2016 2015
. . £ . £
Other operating feases 581,018 413,151
Depreciation - owned assets . - 167,751 121,474
(Gain)/Loss on disposal of fixed assels {1.886) 1,342
Auditors’ remuneration . 55700 = 42579
Stock based compensation . . : 318.853 248,816
Net foreign exchange (gain)/loss : (1,403,826) 185,747

The mavement on net foreign exchange from'a loss 1o & gam in the current year is primarily due lo the
devaluation of the Sterling following Brexit.

Taxation . . .

Analysis of the tax chargel(credlt)
The tax charge/(credit) on the loss an ordinary activities for the year was as follows :
. 20186 2015

. £ £
UK corporalion tax . . (13,069) . - 47478
UK deferred tax . (81,095) (119,113)
Foreign corporation tax ' - 368,033 13,962
Foreign deferred tax ‘ {7.184) 43
Tax on loss on ordinary aclivities 266,685 - _(67.630)

The current tax charge for the period is higher {2015: higher) than the standard rate of corporation tax in the UK of
20% (2015: 20.25%). The differences are explained below:

2016 2015
£ £
.oss on ordinary activilies before tax : {128,769) _(729.720)
income tax at the UK lax rate of 20% (2015: 20.25%) (25,754) (147.768)
Non-deductible expenses . : 54,406 © 83,830
Foreign tax - current . . 360,849 14,005
Double tax relief o \ (82,020) -
Difference in foreign tax rates . {17.885) (9,216)
Change In tax rate - deferred tax 1,818 1317
Other short term timing differences ' - 167
Adjustments to tax in respact of priar years (24,729) 35
Tax on loss on ordinary aclivities o : : e 266,685 (57,630)

15



Outbrain UK Limited {Reglstered number: 07479183)

Notes to the Consolidated Financial.Statemenls - continued
for the Year Ended 31 December 2016

7 Loss of parent company

As permilted by Section 408 of the Companies Act 2008, the profit and loss account of the parent company is nol
presentad as parl of these financial statements. The parent company's loss for the financial year was £464,701
(2015 - £701,655). -

8. Tangible fixed assets
Group
Improvements Fixtures .
to and Computer .

properly fittings equipment Totals
Cost £ - £ £ £
At 1 January 2016~ 2,786 212,416 254,808 470.010
Additions ’ 32,468 ' 68,266 170,367 271,101
Disposals - {116,138) (95,671} (214,809)
Exchange differences 436 . 13,741 2,357 - 16,534
At 31 December 2016 o 35,680 178,285 331.861 545,836
Depreciation )

Al 1 January 2016 77 136,137 161,647 297.861
Charge for year . - . 9,379 58,811 . 99,561 167,751
Eliminated on disposal - (99.241) (42.622) (141.863)
Esxchange differences 36 6,219 2181 8,436
At 31 December 2016 ) 9,492 101,926 220,767 332,185

- Net book value : )

. At 31 December 2016 26,198 76,359 111,094 213,651
At 31 December 2015 ) 2,709 76,279 93,161 172,149
Company

Improvements Fixtures ;
to and Computer
. property fiings equipment . Totals

. Cost ’ £ £ £ £
At 1 January 2016 . 2,786 212416 242,096 457,298
Addilions 32,468 68,266 164,114 264,848
Disposals . - (116,138) . (94,215) (210,353)
Exchange differances ) 436 . 13,7417 369 14,546
Al 31 December 2016 35169(5 178.285 312,364 526,339
Depreciation
At 1 January 2016 77 136,137 155,209- 291,423
Charge for year : . 9,379 58,811 96,959 164,149
Eliminated on disposal : - (99,241) (41,594) (140,835)
Exchange differences . " 36 6,219 1,004 7.259
At 31 December 2016 9,492 . 101;926 210,578 321,996
Nét book value . »

At 31 December 2016 : 26,198 76,359 101,786 204,343
At 31 December 2015 2,709 76,279 86,887 165,875

16



Outbrain UK Limited (Registered number: 07479183)

Notes to the Consolidated Financial Statements - continued

for the Year Ended 31 December 2016

10.

Fixed asset investments

Group

Cost
AL 31 December 2016

Net book value
At 31 December 2016

At 31 December 2015

Unlisted investinents
£

2,876

2,876

2,876

Qutbrain UK Limiled hold a 1% share in Outbrain Services Monetiza¢do de Conteudo Ltda, a combgny incorporated
in Brazil and registered at Rua Leopoldo Coulo de Magalhaes Jr., 758-11°, CEP 04534-040, S3o Paulo. Qutbrain

Inc. a company incorporated in the United Slates of America, holds the remaining 59%

Company |

Cost

At 1 January 2016
Addilions

At 31 December 2016

" Net book value

At 31 December 2016

At 31 December 2015

Unlisted investments

E
338,286
248,394

586.680

586,680

338,286

. Outbram UK Limited hold a 100% share in Culbrain Sweden AB, a company mcorporaled in Sweden and registered
at Eriksbsbergsgatan 42, SE 114 30, Stockhoim.

Outbrain UK Limited hold a 100% share in Outbrain llaly St a company lncorporaled in taly and registered at .

Corso Magenta 56, Milano, Cap 20123.

QOutbrain UK Limited hold a 100% share in Outbrain Spam S.L., @ company mcorporaled in Spain and registered

al Ronda General MIUB 28-30, Barcelona 08017.

The directors have consldered the carrying value of the investment for both the Group and Company through review
of the forecasts of the business and the net assets of the enlities. Following this exercise. they do not belisve any

impairments are required.

Debtors

Amounts {alling due within one year;

Trade debtors

Amounts owed by group undenakmgs

Other debtors
Deferred tax asset
Prepayments

Amounts ialling due after more than one year:

Other debtors |

Aggregate amounts

Company

Group
2016 2015 2016 2015
£ £ £ £
21,536,769 16,444,079 21,636,769 16,444,079
611,632 359,239 611,632 359,239.
418,216 135,941 412,552 130,354
206,443 148,574 184,258 148,573
261,534 1,133,248 234,083 1,112,646
23,034,594 18,221,081~ 22,979,294 18,194,891
20,933 28?!248 20,933 289,248
23.‘055.527 18,510,329 - 23,000,227 _ 18,484,139




Outbrain UK Limited {Registered number: 07479183)

Notes to the Consolidated Financial Statements - continued
for the Year Ended 31 December 2016

10.

12.

Debtors - continued

Deferred tax assel

Group Company
2016 2015 2016 2015
N £ ) £ : £ £
Deferred lax ’ 206,443 148,574 184,258 148 573

A deferred lax asset ol £206,443 is recognised on the balance sheet at 31 December 2016. This balance
comprises predominately of temporary differences relating to stock based compensation of £160,127
plus other timing differences of £46,316. ’

A reduclion in the UK corporalion tax rate from 21% to 20% (effective from 1 April 2015) was substantively
enacled on 2 July 2013. Further reductions to 19% (effeclive from 1 April 2017) and to 18% (effective 1 April
2020) were substantively enacled on 26 October 2015, and an additional reduction to 17% (effective 1 April
2020) was substanfively enacted on 6 September 2016. This will reduce the company's fullire current tax
charge accordingly. The deferred tax liability at balance sheet date has been calculated based on these rates.

Creditors: amounts falling due within one year

Group Company
2016 . 2015 2016 2015
£ £ £ £
Trade credilors ‘ 6,219,789 3,991,038 6,210,390 3,978,823
Amounts owed 1o group undertakings 12,614,428 . 5500648 = 13,117,699 5,690,467
Corporation tax 6.451 2,000 . - -
Social security and other taxes 229,389 128,504 135.479. 89,127
Value added tax 1,203,799 383,581 1.233.418 439,340
Other credilors 423,149 179,380 423,149 179,380
Accruals - 17,211,325 - 10,565,738 17,030,137 10,495,345

37,908,330 20,750,830 38,150,272 _ 20,872.482

Operating lease commitments

The lollowing operating lease payments are committed to be paid:

Group-
. Other operating leases
2016 2015
- . . £ £ .
Within one year ) ) 692,060 434,340
Between one and five years : 108,755 448,454
800,815 - 882,794
‘ _—
Operating lease commitments - continued
Company .
Other operating leases
2016 2015
£ £
Within one year : o 687,695 431,988
Between one and five years . . 108,755 448,454
' 796,450 880,442
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Outbrain UK Limited (Registered number: 07478183)

Notes to the Consolidated Financial Statements - continued
for the Year Ended 31 December 2016

Called up share capital

Allotted, issued and fully paid-

" Number: Class: ) Nominal 2016 2015
. value:
: £ £
2,000,000 Ordinary £1 2,000,000 2,000,000
Reserves
Group .
Profit Foreign Share based .
and loss exchange compensation
account reserve reserve Totals
£ ‘ £ £ £
At 1 January 2016 317233 168,423 414 945 800,601
Loss for the year ‘ (395.454) - B (395,454)
Other reserves ' - (303,315) 297.140 " (6,175)
At 31 December 2016 (78,221) (134,892) 712,085 498,972
Company
Profit ~. Foreign Share based .
and loss exchange compensation
account reserve . reserve © Totals
£ £ £ £
At 1 January 2016 346,774 177,085 520,941 1,044,800
Loss for the year {464.701) - . - (464.701)
Other reserves (318,127) 478,501 160,374
At 31 December 2016 (117,927) (141,042) 999,442 740,473

Ultimate parent company

Outbrain Inc {incorporated in United States of America) is regarded by lhe direclors as being the company's ullimate
parent company. Both the highes! and lowesl levels at which the results of the Group are consolidated are in the
accounts of Outbrain Inc. These accounts are not publicly available Outbrain Inc is registered at 615 South
DuPont Highway, Dover, Delaware 19901:
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Qutbrain UK Limited (Régistered number: 67479183)

Notes to the Consofidated Financial Statements - continued’
for the Year Ended 31 December 2016

1.

Retated party disclosures

Outbrain Inc ' ,' ,
immediate parent

During the year lhe fallowing transaction look place with Qutbrain Inc.

Net revenues invoiced by the Company to customers withliy the territory of Outbrain Inc were transferred over
totalling £4.092,288 (2015: £1,043,677 nel revenues invoices by Cutbrain Inc lo cusiomers wilhin the Company's

territory)

 The Company recharged expense paid on behalf of Outbrain Inc totalling £141,562 (2015: £138.305).

Purchases paid by Ouibrain Inc on behalf of the Company were recharged lolallihg £5.701 (2015: £35,766)
Outbrain, Inc: charged lhe Company £3,810,728 (2015: fi2,666,1 18) for use of IP.

During the period £136,892 was lransferred at nil interest from the Company 10 Outbrain Inc (2015: £2.217,262
transferred at nit interesi from Outbrain Inc to the Company)

Ouring the prior year, Outbrain Inc issued an intercompany loan (o the Company of £2,600,000. with interest
charged at the short termi monihly Applicable Federal Rate as per the loan agreement. This loan was fully repaid
during the current year. Interest charged for the period fotalled £5,236 (2015: £5,235).

During the year, Outbrain inc allocated indirect costs relating to server, licences aﬁd marketing 16 Outbrain UK
Limited totalling £3,197,917 (2015: £nil). .

. 2016 - 2015
. . . £ - £
Amount due to / (fram) retated party at the balance sheet date ’ 12,312,365 (5,279,237}

Outbrain Services Monetizagido de Conteido Ltda
A company in which Outbrain UK Limited hold an invesiment, registered office address Rue Leopoldo, Couto de
Magalhaes Jr., 758 - 11. and. - 1134A - Sao Paulo - SP 04542-000, Brasil.

Net revenues invoiced by Outbrain Services Monetizagado de Conteudo Lida to customers within lhe Company's
lerritory of £21,441 were transferred to the Company (2015: £192,048 net revenues invoiced by the Company to
customers within the territory of Outbrain Services Monetizagdo de Conteudo Ltda).

2016 2015
: . £ £
Amount due to related party at the halance sheel date 241,515 191,943

Outbrain Smgapore Pte.-Ltd
Subsidiary of Qutbrain Inc, registred office address 6 Battery Road, #010 01, Smgapore 049909.

2016 2015
£ £
Amount due to related parly at the balance sheet date 5478 5478

L

Outbrain Israel Ltd
Subsidiary of Qutbrain Inc, located at 6 Arye Regev St., 2nd & 3rd Floor Netanya, Israel 4250213

Purchases paid by Oulbrain Israel L.1d on behalf of the Corﬁpany were recharged totalling £21 ,566 (2015: £20,489).

2016 2015
. £ £ .
Amount due to related party al the balance sheet date 50,271 22,000




Qutbrain UK Limited (Registered number: 07479183)

Notes to the Consolidated Financlal Statements - continued
for the Year Ended 31 December 2016
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17,

18.

Related party disclosures - continued

Outbrain Australia PTY Ltd :
Subsidiary of Outbrain Inc, registered office address Sune 2204, Level 22, 520 Oxford Sfreﬁt ‘Bondi Junction,

NSW, 2022.

During the year the Company recharged expenses paid on behalf of Oulbram Australia PTY Ltd totalting Enil (2015:
£4.257)

. ) 2016 2015
£ £
Amount due from related party at the batance sheet date 4,794 4,794

Outbrain Japan KK
Subsidiary of Qutbrain Inc, registered office address c/o SCS Global Tax Consultmg Corporation, 4F.

Kyoudoutsushin Kaikan, 2-5, Toranomon 2- chome Minato-ku, Tokyo.

Net revehues invoiced by Outbrain Japan KK lo customers within the Company's lersilory of £160,117 {2015:
£192,088) were transferred to the Company.

2016 2015
£ £
Amount due from related party at the balance sheet dale . ' 606,838 354,445
Ultimate controlling party
The directors do not consider there to be any one ultimate conlrolling party. A
- Reconciliation of mbve'ments in shareholders’ funds '

Group

2016 2015

. £ £

Loss for the financial year : ’ ’ - (395.454) {672,090)
Share based compensation reserve ) 297,140 99,104
Foreign exchange reserve . . (303.315) 120,860
Net reduction to shareholders' funds ’ (401,629) (452,126)
Opening shareholders’ funds e 2.900,601 3,352,727
Closing shareholders’ funds. ' 2,498,972 2,900,601
Company : . -

2016 2015

. £
Loss for the financlal year . (464,701) (701,655)
Share based compensation reserve 478,501 239,125
Foreign exchange reserve (318.127) 122,937
* Net reduction to shareholders’ funds ’ (304,327) {339,593)

Opening shareholders' funds ) 3,044,800 3,384,393
Closing shareholders’ funds 2,740,473 3,044,800
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Notes to the Consolidated Financial Statements - continued
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19.

Share-based payment transactions

The Group adopted stof;k oplion plans lo benefil the stockholders of Outbrain Inc and to align the interests of 'such
employees with those of the Company’s stockholders. .

New employee stock options have vesling terms ol 25% after 1 year and the balance in equal monthly instalments
over the next 36 months thereafter. Refreshments and anniversary stock options vest monthly over 48 months.
IPO stock options vest 100% on IPO or a Change of Control. Options granted under the CSOP Plan will not vest
until an Exit Everil (IPO or Change of Control) or upon termination of émployment, and thén only in respect to the
portion 'sel oul in the terms of the optionee’s agreement.

127 (2015: 94_) employees benefi from the plans. The movements to 31 D'ecem,ber 2015 and to 31 December-2016 ,
are shown below:

* " Oplions Qutstanding

B Weighted
Average Exercise
) Number . Price$.
Outstanding as at 31 December 2014 1,179,377 $2.61
Granted . 137,500 $5.95
Transferred out {5,000) '$4.70
Transferred in . 29,000 - $4.00
Everéised : . _ : (46,901) $0.90
Cancelled (42,599) %315
Ollslanding as at 31 Decembér 2015 - 1,251,377 $3.06
Exercisable at 31 December 2015 541.649 5198
Options Qutstanding
’ Weighted
Average Exercise
: Number Price $
Outstanding as at 31 December 2015 1,261,377 $3.06
Granted . 261,165 $4.71
Transferred out (24,750) $4.70
Exercised ) . (8,854) $1.35
Cancelled i (128,831) $3.15
Outstanding as at 31 December 2016 . 1,350:107 $3.30
Exercisable at 31 Decémber 2016 ’ 629,988 n22.93
Reconciliation of operating loss to net cash inflow from operating activities
2016 2015
£ B
Operating loss ' (242,518) (733,224)
Depreciation charges 167,751 121,871
(Gain)iL.oss on disposal of fixed assets (1,886) 1,342
Non cash foreign eéxchangé movements - _(8,098) 57
‘Increase in share based compensalion i 297,140 99,104
increase in debtors N : . (4,487,329) (6,765,202)
Increase in ‘¢reditors . ) 17,078,935 10,977,566
Net cash inflow from operating activities ' 12,803,995 3,701,514
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Cash and cash equivalents

The amounts disclosed on the Consolidated cash flow statement in respect of cash and cash equivatents are in

respect of these Balance sheet amounis:

Year ended 31 December 2016

1.1.16
£
4.8966.137

31.12.16
£
Cash and cash equivalenis . 17,135,248
Year ended 31 December 2015
’ ’ 31.12.15
£
~ Cash and cash equivalents : 4,966,137

1.1.15
£
1,645,974
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