
- Registered Number 7386350 _

DEEPMIND TECHNOLOGIESLIMITED
| |

REPORT AND FINANCIALSTATEMENTS

YEARENDED31DECEMBER2017

      

28/09/2018 #38

jimu

 



'¥8-2h

Lt

0}

(s)advd

SLNAW3LVLSIWISNYNI4.AHLOLSALON

ALINGANiSHDNVHSJO-LNAWALVLS

NOLUSOdWIONVNisdSO-LNSWSLYVLS

WOONAAISNSHAYdNOOAOLNAWALWLS

AYOdaYSHOLIGAVLNAQNAdSaNI

idoaatsuoloauia

LHOd]4OlOS.LVHLS

SLNSLNOO

 

~GALINTSAIDOTONHOSLGNINda30



DEEPMIND TECHNOLOGIESLIMITED

Strategic Report
For the year éided 31 December 2017

The Directors present their strategic report of DeepMind Technologies Limited (the “Compariy”)
for the year ended 31 December2017:

Review ofthe business

‘the Company specialises In the research andapplicationofcutting edge machineledrhing,including
thé provisionof technical services to other: companies.

The Company's key finaricial perforinariceindiéators durifig thé year wete as follows:

Turnéveérrepresents technical service fees.fromother group undertakings,it increasedfrofn £40million
to, £54 million inthe yéar, anificreaseof £14 million.

Administrative expenses increased: from £164 million to £334 million, -anificréase of £170 million’
inthe 'year. The Increase mainlyrelates to a risein technical infrastructure; staff costs andother’related
chaiges.

During ‘the year, the Gompany acquired intellectual property assets ‘for cash consideration: of
£2.3' million. The transaction was accounted for as a businéss combination with the: identifiable
intangible assets meAsurédat fair Valué Of £1.2 million.

The statementof compretiensive incomeand thé staterneiitof. financial position are sét.out of pages
9 and 10 respectively. The loss for the. financial year of £302 million has been added to the:
shareholders’deficit.

Principal risks and uncertainties

Machine learning research and application is ari emerging marketcharacterised by continuous change
atid intense competition. As aresult, the Companywill continue to facerisksarid uricertainties, which

may have a significant impactonits ability to achieve continued sucéess withiiits market. To mitigate
this risk the Gompanyfollows a well-informedrisk basedapproach for decision makirig.

   Director

Date: 28. 04. 208

 



DEEPMIND TECHNOLOGIESLIMITED

Directors’ Report ; ae
For the year ended 31 December 2017

The directors presenttheir reportof the Company for the year ended 31 December 2017.

Directors

Thedirectors who held office during the year and upto the dateof this report were:

Ronan Haris
Kenneth YI

Company secretary

The companysecretaryfor the yéararid upto the dateofthis report is Taylor Wéssing SecrétariesLtd.

Politiéalarid cliaritablé éoritributions

During theyéarthe Company imade ho political donations (2016: £nil). The Company made charitable
and ‘academic donations of £8, 153;193 (2016: £307578).

Researchand development

The Company specialises in the research and application. of cutting edge machine learning; including
the provision of technical services ‘to other companies. The revenue associatedwith those activities
duririg the finafcial period is £54 million (2016: £40 million) representing technical service fees from
other groupundertakings.

Futuré developments

Thére are no future changes antigipated in the business of the Cornpanyat this time.

Results and dividends

The Company'sloss for the financial periodiis £302 million (2016: £94 million). The directors do not
propose the paymentof a dividend ‘for the year: (2016:Enil).

Going Concern

The Company's businessactivities, together with thefactorslikelyto affectits future development;and
position, are set out In the.Strategic Report and Directors’ Report.

The directors. of ‘the Company have received writteni assurances from an intetmediate parent
undertaking; Google LLC,that itwill continueto provide adequatefinancial supportto the Company for
a periodofat least twelve months from ‘thedate of approval of thesefinancial ‘statementsto enable the
Company to dischargeitsfinancial obligations to all creditors as theyfall die.

On this basis;'the directors:‘are.Satisfled that the Company has adequate resources to continue' in
operational existenceforthe foreseeable future; The Company. therefore, continues to adoptthe’going
concern basisin preparing itsfinancial statements.  



DEEPMIND TECHNOLOGIES LIMITED

Directors’ Report (continiied)
Forthe year ended 31 December 2017

Events since year end date

There were ho significant events since the year énddate. or to the date ofapproval of the financial
statements that require adjustments to or disclosure ini the finanoial statemeéfils.

Qualifyingthird party indemnity provisions

A qualifying third party itidemnity provision :as defined in section 232(2) of the Companies Act2006isin
force for the benefit of each of the difectorsin respect of liabilitiés incurred as a result of theiroffice, to
the extent permitted by law..In respect of those: liabilities for whichditectorsmay.not be’ indemnified; a
directors’-and officer liabilityiinsurance policy Was maintained by Alphabet Inc. group from ‘the acquisition
date.

Statement of directors’ responsibilities

The directors are responsible for preparing the, Strategic Report, Directors’ Report and the financial
statementsin accordance with applicable law and régulations.

Companylaw requirés the directors to preparefinancial statements for eachfinanclal period. Underthat
Jawthedifectors haveelected to prepare thefinanclal statéments in accordance with applicable law and
United Kirigdom, Accounting, Standards including Firianclal Reportirig Standard 101 ReducedDisclosure
Framework(‘FRS 101’) (United KingdomGenerally Accepted Accounting Practice).

UnderGompainylawthedirectors must not approvethefinancial statementsunless theyare satisfied that
they give a true and fair view of the staté of affairs of the Companyandoftheprofit or lossof the Company
for that financial petlod.

In preparing thesefinancial statements,the directors are required to:

° Select suitable accounting policles and then apply them consistently;

e Make judgments andestinates that aré reasonableandprudent;

e State whether applicable accounting standards have been followed, subject to any material

departures disclosed and explainedin the financial statements; and

¢ Prepare the financial statements on the going concern basis unlessit is inappropriate to presume

that the Companywill continue in business:

The directors aré responsiblefor keeping adequate accounting records that are sufficient to show and

explain the Company's transactions and disclose with reasonable accuracy at anytime the financial

position of the Company and énable themto ensure that the financial statemerits comply with the

Companies Act 2006. They are also responsible for safeguarding the assets of the Company and hence

for taking reasonable steps forthe prevention and detection of fraud and otherIrregularities,

 



DEEPMIND TECHNOLOGIES LIMITED

Directors’ Report (continued)
For the year ended31 December 2017

Disclosiiré of Information to auditors

The difectorsconfirmthat, so-faréas eachperson who,was a diréctor at the date of approvingthis report|is
aware, there Is no relevant audit information, being information needed by theauditor in connection witht
prepating this report, of which the auditor is unaware, Having made enquiries of fellowdirectors and the
‘Company's auditor, the directorshave taken all theorethat’theyarescebcnto. takeas aydirectoriin order
to make them:
that information,

 

Reappointment of auditors

In accordance withsection 485 of the Companies Act 2006, a resolution|is to be| Proposed at the Annual

  Honan Harris

Director

Date28,01. 2018

 

 



Building a better
working world

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF DEEPMIND TECHNOLOGIESLIMITED

Opinion

e We have audited the financial statements of Deepmind Technologies Limited (‘the Company’) for
the year ended 31 December 2017, which comprise the Statement of Comprehensive Income,

the Statementof Financial Position, the Slalement of Changes in Equity and the related notes 1
to 18, including a summaryof significant accounting policies. The financial reporting framework
that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards issued including FRS 101 ‘Reduced Disclosure Framework’ (United Kingdom Generally

Accepted Accounting Practice).

* In our opinion, the financial statements:

e give a true andfair view of the Company's affairs as at 31 December 2017andofits loss for

the year then ended;

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

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

Basis for opinion

e 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
Auditor's Responsibilities for the Audit of the Financial Statements section of our report below.
We are independent of the Company in accordance with ethical requirements that are relevant
to our audit of the financial statements in the UK, including the FRC’s Ethical Standard, and we

havefulfilled our other ethical responsibilities in accordance with these requirements.

e We believe that the audit evidence we have obtained is sufficient and appropriate to provide a

basis for our opinion.

Conclusions relating to going concern

We havenothing to report in respect of the following matters, in relation to which ISAs (UK) require

us to report to you where:

e the directors’ use of the going concern basis of accounting in the preparation of the financial

statements is not appropriate: or

® the directors have nat disclosed in the financial statements any identified material
uncertainties that may cast significant doubt about the Company'sability 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.

Continued/...

6  
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERSOF DEEPMIND TECHNOLOGIES LIMITED

(Continued)

Other information

The other information comprises the information included in the Strategic Report and the Directars'

Report, other than the financial statements and our auditor's report thereon. The directors are

responsible for the other information.

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 whetherthere 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.

Opinions on other matters prescribed by the Companies Act 2006

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

e the information given in the Strategic Report and the Directors’ Reportfor the financial year

for which the financial statements are prepared is consistent with the financial statements;

and

e the Strategic Report arid the Directors' Report have been prepared in accordance with

applicable legal requirements.

Matters on which weare required to report by exception

In the light of the knowledge and understanding of the Company and its environment obtained in the

course of the audit, we have not identified material misstatements in the Strategic Report or
Directors' Report.

We have nothing to report in respect of the following matters in relation to which the CompaniesAct
2006 requires us to report to youif, in our opinion:

e adequate accounting records have not been kept or returns adequate for our audit have not

been received from branches notvisited by us; or

e the financial statements are not in agreement with the accounting records and returns; or

e certain disclosures of directors’ remuneration specified by law are not made; or

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

Continued/...
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERSOF DEEPMIND TECHNOLOGIESLIMITED

(Continued)

Responsibilities of directors

As explained morefully in the directors’ responsibilities statement set out on page 4, the directors

are.responsible for the preparation of the financial:statements arid for being satisfied that they give
a true andfair view, and for such internal control as they determineis 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 Company’s

ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concernbasis of accounting unless managementeither intends to liquidate the
Companyor to cease operations, or has no realistic alternative but to doso.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whetherthe 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 assuranceis 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 whenit exists. Misstatements can arise from fraud or error andare considered
material if, individually or in the aggregate, they could reasonably be expectedto 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 statementsis located on

the Financial Reporting Council's website at https://www.frc.org.uk/auditorsresponsibilities. This
description forms part of our auditor's report.

Use of our report

Our 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.

Erase SL_YOUN

Guido Franken (Senior statutory auditor)
for and on behalfof Ernst & Young, Statutory Auditor

Dublin

28 September 2018  



DEEPMIND TECHNOLOGIESLIMITED

Statément of ComprehensiveIncome
For theyear ended 31 December 2017

Notes

Turnover 4

Administiative expenses

Operating loss 5

Otherexpense 6

Other Ifigome
Interest receivable and similar income

interest payable and similat charges 7

Loss from ofdinaryactivities betoré taxation

‘Tax Onloss from ordinary activities

Lossfor the financial year

All amountsrelate to continuing operations.

Other comprehensive income

Thete were noiteins of other Comprehensive incomefor the cuifréntperlod arid therefore nd separate statementof
other comprehensive Income has been prepared.

2017
g

$4,422,527
(333,852,928)

2016

40,283,597
(163,811,997)
 

(279,430,401)

130,239

(2;593;373)

(123,528,400)

(1,054,361)

19,680

6,008

(1,998,394)
 

(281,893,535) (126,555,467)

32,609,848
 

(902,264,560) (93,945,619)
 

The notes on pages 12 to 24 form an Integral’part of thefinancial statements.

 



DEEPMIND TECHNOLOGIESLIMITED

Statementof Financial Position

Asat 31 Deceinber 2017

Fixed assets

larigiblé assets
intangible assets
Financial assets

Currentassets

Debiors: amountsfalling due within one yéar
Cash atid cash equivalents

Current Lfabllitles

Creditors: amountsfalling due within one year

Netcurrentliabilities

Total assetsless current [labllities

Creditors: amountsfalling due after oné year

Netliabilities

Capital and reserves

Called up share capital

Share premiurn

Retainedloss

Total shareholders'deficit

Notes

10
1

12

13

14

15

 

 

 

 

 

 

 

 

 

2017 2016
£ £

1,133,220 465,350

1;157;140 :
765,005 765,095

3,055,455. 1,230,445

99,173,584 51,547,318
975,277 18,661,536.

100;148,861 65,208,854

(123,939,156) (78,987,469):

(23,790,295) (13,778,615)

(20,734,840) (12,548,170)

(435,318,927) (141,301,047)

(456,053,767) (183,849,217)

1,641 1,641
41,490,727 41;490,727

(497,546,135) (195,341,585)

(456,053,767) (153,849,217)

Thefinianclal statements onpages 9to 11 and Supportingnotes tothe finaricial statements on pages 12
to 24. were approvedby|the board ofditéctors and were Sigiiedofits behalf by:

    Ronan | Tarris

Director

Date: 28.OF:2018

10  



DEEPMIND TECHNOLOGIES LIMITED

Statement ofChaiiges in Equity
As at 31 December 2017

_ Called-up
share capital

°

Balance at 1 January 2016 1,641

Loss for'the year

Balance.at'31 Décember2016 1,641

Share
premium

£.

41,490,727

41,490,727

Retained
loss

£

(101,395,966)

(93,945,619)

(196,341,585).

Total
shareholders’

deficit

£

(59,903,598)

(93,945,619)

(153,849,217)
 

Balance at 1 danuiary 2017 1.641
Lossfor the year

41,490,727 (195,341,585).

(303,204,880)
(183,849,217)

(302,204,550)

 

Balance at 31 Déceinbér 2017° (497,546,135) (456,053,767)
 

1,641

The notés on pages 12to 24 form an integral part of the financial statements.

1  



DEEPMIND TECHNOLOGIESLIMITED

Notesto the Financial Statements_
For the year ended 31 December 2017

1. General information

of cutting edge machine learning, includingthe provisoof ‘technical services to other companies.
The Companyis a privata company and Ic incorporated arid dumniciied In the United Kingdom. The
addressofits ragistered office is 5 New Street Squaré, London, EC4A 3TW.

2. Principal accounting policies and basis of preparation

2.1: Basis of preparation of financial statements

The financial statements of the ‘Company were prepared in accordance with Financial Reporting
Standard 101, ‘Reduced Disclosuré Framework’ (‘FRS 101") (accounting standards issued by the
Financial Reporting Council), arid in accordance with the Companiés Act 2006. The firiancial
staternerits have beenpreparedon a going concernbasis underthehistorical cost convention.

The difectors of the Company have recelved written assurances from an intermediate parent
undertakirig, Google LLC,thatit will continua to provide adequatefinancial supportto the Company
for a periodofat leasttwelve monthsfrom the dateof approvalof these flnanclal statements to enable
the Companyto dischargeits financial obligationsto all creditors as theyfall due.

Onthis basis, the directors are satisfled that the Company has adequate res6éurces tocontinue in
operational existencefor the foreséeablefuture.The Compaiiy thérefore continues to adopt the going
concernbasisin preparingits financial statements.

FRS. 101 sets out-a reduced disclosure frameworkfor a ‘qualifying entity’ as defined in the standard
which addressesthéfiriancial reporting requirements and disclosuré exemiptions in the individual
financial statements of qualifying entities that otherwise apply” the recognition,. méasurement and
disclosure requirements of EU-adopted IFRS. The Companyis a qualifyingentity for the purposes of
FRS 101.

The CompanyIs included in the consolidated financial statements of its ultimate parent undertaking,
AlphabetInc, which are publicly avallable.

Critical accounting Judgements aid keysourcesofestimation uncertainty used that are significant to

the financial statements are disclosedin note 3 tothe financial statements.

The significant accounting policies, which have been applied consistently in the current and previous
financial yearin the preparation of thé Company'sfinancial statements aré set out below,

The following exemptions from the requirements of IFRS have been applied in the preparation of these
financial statements, In accordance with FRS 101:

6 IAS 7 ‘Statementof Cash Flows’;
. The requirements of IAS 24‘Related Party Disclosures’to discloserelated party transactions

entered into between two or more members of a group;
° Paragraphs 91 to 99ofIFRS 13 ‘Fair Value Measurement (disclosure of valuation techniques

and inputs used for fair value méasurementof assets andliabilities);
. IFRS7 ‘Financial Instruments: Disclosures’;
° Paragraphs 30 to 31 of IAS 8 ‘Accounting Policies, Changes In Accounting Estimates and

Errors’ (requirementfor the disclosufeof Informationwhenanentity has not applied a new IFRS.
that has beenissued butIs notyet effective);

e Paragraphs|62, B64(d), B64(e), B64(g), B64(h); B64{j) to B64(m), B64(n)(Ii), B64 (c)(li), 864(p),
B64(q)(ii), B66 and B67of IFRS 3 Business Combinations;

° Paragraphs 134(d)-134(f) and 135(c)-135(e) of IAS 36 Impairment of Assets;
° The requirements of the second sentenceof paragraph 110 and paragraphs 113{a), 114, 115,

118, 119(aa)-(c), 120-127, and 129 of IFRS15 ‘Revenue from contracts with customers’;

12  



DEEPMIND TECHNOLOGIESLIMITED

Notesto the Financial Statements
For the year ended 31 December 2017

2. Principal accounting policies and basis of preparation (continued)

2:1. Basis of preparation of financial statenients (continued)

° Paragraph 38 of IAS 1; ‘Presentation of financial statements’ — comparative information
requirements of financial statements’— comparative ‘information requirements in respectof:
" paragraph 79(a)(iv) of IAS.1;
"paragraph 73(e)ofIAS16, ‘Property, plant and equipment’; dnd
«paragraph118(e) of IAS 38, ‘Intangible assets’ (reconciliations betweenthe carrying

amount at the beginning, and end of the period).
e The following paragraphs ofIAS 1 ‘Presentation of Financial Statements':

10(d) (statementof Gash flows);
16 (statementof compliance with IFRS);
38A. (requirementfor minimum oftwo primarystatements, inicludiig cash flow statements);
38B-D (additionalcomparative Information);
40A-D(requirementsforathird statementof financial position);
111 (cash flow statémentinformation);
134 to 136 (capitalmanagementdisclosures).

2.2, New and amendedIFRS standardsandinterpretations

There are a numberof changes to IFRS which became effective in 2017, however, they-either didnot
have an affect on the financial statements or they are not currently relevant for the Company.

Adoption of IFRS 15; Revenue from Contracts with Customers

li May 2014,the [ASB issued IFRS 15, Revenue from Contracts with Customers. IFRS 15 supersedes
the révenue recognition requiféments of IAS 18, Revenueand IAS 11, Cofistruction Contraéts, and
requires entitles to recognise revenue when control ofthe promised Goods of Servicésare transferréd
to customers, at an‘amountthatreflects the consideration to which the entity expectsto be entitled to,
in exchangeforthose godds orservices. IFRS 15has aneffective date of 1 January 2018.

The Companyhasearly adopted IFRS 15 on 1 January;2017using the modified fetrospéctive method
applied to contracts: not completed as of this date. Results for reporting periods beginning after
1 Januaty 2017 are presentedunder IFRS 15, while prior period amounts are reported in accordance
with IAS 18.

The adoption of IFRS 15 hasresultedin no impact for the Company and no financial statement line
itém has béén affected at the adoption date,or in the current period by the adoption of IFRS 15.

2.3. Foreign currency

Théfinancial staterients are presentedin pound sterling ("2"), whichis also the Company's functional
currencyand presentationcurrericy. All values ‘are in pound sterling ("2") to the nearest pouid except
whereotherwise Indicated.

Transactions. denominatedin foreign currencies,areinitlally translated at the rates of exchangeruling
on the datesof the transactions. Monetary assetsandliabilities denominatedinforeign Currencies are
then re-translated atthe rate of exchangeruling at the balance sheet date. The resulting exchange
differences, aré ‘taken to the statement of comprehensive income ‘and Included in administrative
experisées. Non‘monetary assets andliabllities, which are méastied usinghistoric cost, are translated
at the exchangeratesasat the date of the initial trarisaction and are not subsequently retranslated,

13  



DEEPMIND TECHNOLOGIES LIMITED

Notes to the Financial Statements
For the year ended 31 December2017

2. Principal accounting policlés and basis of preparation (continued)

2.4. Turnover

The Company ganarates revenue through a service ayreementwith other group undertakings for the.
‘provision of researchand development services.

Ravenue from. this agréement is recognised when the obligation to ‘the customer. is. satisfied; arid
controlof ‘the promised serviceIs transferred. The Company recognises revenue over time, as the
customer‘simultaneouslytreceivesand ¢Consuitiesthe benefits as the sérvice Is provided. The.Company
appliés'an output method, based on underlying financlal results as agreed betweenpatties, whichis
considered to faithfullydepict the transfer of‘controlto thecustomer.

Thé service fee chargéd Is basedontha levelof expensésincurred bythe Company in thé performance
of Services, Where thétransaction’ price containsvariableconsideration, the’Companyuses the most.
likely amount methodin astimating revenue. These estimates are not ‘constrained, ‘as the Compaiiy
assessesthatIt is highly probable ‘thai a significant reversal of revenue‘will not occur:

2.5, Current tax.

Thé tax expéiiée forthie period comprisescurféAt and détérred tax.

Current tax assets and.liabilities’are measuredat.the amount expected to be recoveredfrom or pald

profit or logs excepttotheéxtentthat thie,tax relatestoitems reosatised outsideprofit or. loss; either
in other’comprehensive income or directly in. equity. ‘Current tax assets ‘and tax liabilities areoffset
where the entity has alegally enforceable right to offset and intends eitherto sattle ona net basis, or
to realise the asset aid settle theliability simultaneously,

Deferredtax is recognised in respect of all temporarydifferérices between the tax basés of asséls and
liabilitiesandtheir carrying amounts In-the financial statements, except wherethe. deferred tax asset
orability arlSesfrém thelitial recognition of an assetoF liability which affects neither the accounting
profit nor taxable profit or loss.

Deferred tax assets are recognised only to the extentthatthe directors considerthat itis probable that
there will be suitablé futuré-taxable profits available against which the temporary differences can ‘be
utilised.

The carrying amount of deferred tax.assets are reviewed at eachreporting-date andadjustedto the
extent thatit Is‘rio longer probable thatsufficient taxable profit will be available to allow all or part of
the déferred: tax asset to beutilised. Unrecognised deferred tax assets aré réassessedat 6acti
reporting date and are recognised to the extentthatit has ‘becomeprobable ‘that future taxable profit
will allowthe deferred tax assettobeutilised:

Deferred taxis measured on anon-discounted basisat the tax fatés that aré expected to apply in the
periodsIn which temporary.differéncestreverse, based on tax ratesandlawsenactedor substantively
enactedatthe reporting date.

2.6:-Researchand development’

Researchcosts are expensed In the period in.which they.are incurred: The Company currently incurs
no: developrient ‘costs which would meetthe:Criteriafor capitalisation2as development expenditiire
under IAS 38.

14  



DEEPMIND TECHNOLOGIES LIMITED

Notes to the Financial Statements
For the year ended 31 December 2017

2: Principal accounting policles and basis of preparation (continued)

2.7.Cash and cash equivalents

Cash and cash equivalents includes cash at bank, whichis subjectto an Insignificantrisk of changes
in value.

2.8. Tangible assets

Tahgible fixed assetsareinitially recordedat cost,Subsequentto initial recognition property, plant and
equipmentIs stated at cost less accumulated depreciation and impairment,if any.

Costincludestheoriginal purchaseprice, costs directly attributableto bringingthe assetto the.location
and condition necessaryfor its intended use, applicable dismantling, removal and réstoration costs.
and borrowing costs capitalised,

SubsequentexpendituréIs includéd in thé asset's carrying amount or recognisedas a separate asset,:
as appropriate,diily whenit Is probablethat futuré economicbenefits associatedwiththe itéin will flow
to the Company ahd’ the cost of the Item can be measuredrellably, Other repair arid maintenance
expenditure that does not meetthe asset recognition criteria Is.expensedto profit orloss as incurred,

ofohorhensheiincome.

Construction In progress. is not depreciated. Depreciation on other assets is calculated using the
straight-line méthodto allocate their cost over their estimatéd usefullivés, as follows:

Information technology assets - 30%- 50%straightline. (2016: 30%-50%straightline)

Construction in progress - No depreciation as assets are not in use

The carryirig values of property;plant and equipment are reviewedfor impairmentIf events or changes
in circumstancesin the yearindicate that the carrying value may not be recoverable.

2.9. Intangible assets

Intangible assets are measuredat cost less accumulated amortisation (less accumulated impairment,
if any).

The amortisation period arid the amortisation methodfor an intangible’ assetwith afinite useful life are
reviewedatleastat the end of eachreporting period: Patents and developed technology are amortised
on a Straight line basis over their estimated usefullife of 1 year or less. The amortisation expense on
intarigibleassets with finite lives is recognisedin the statement of Comprehensive income.

15
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DEEPMIND TECHNOLOGIES LIMITED.

Notes to the Financial Statements _
For the year ended 31 December 2017

2. Principal accounting policies and basis of preparation (continued)

2.10. Goodwill

Goodwill is initially measuredat cost. After recognition, goodwill is measured at cost less any
accumulated impairmentlosses.

UK.Company Law requires goodwill to be réducedbyprovisionsfor-depreciation on a systematic basis
over a period chosen by the directors, its useful economiclife. However, under IFRS 3 ‘Business
Combinations, goodwill Is not amoitised. Consequently, the Companydoes not:amortisegoodwill; but
réevidws it for impairrhent on ari annual basis or whereverthereareindicators, of impairment. ‘The
Companyis therefore invokinga‘true and fair, view override’ to overcdine theprohibition on the non-
amortisation of goodwill in the Company Law. The Companyiis not ableto reliably estimate the impact
on thé financial ‘statementsof thetrue and fair overtide onthe basisthat the usefullife of goodwill
cannot be prédicted with 4 satisfactory level of reliability, nor can thepattern in which goodwill
diminishes be known;

Forthe purposes of impairmenttesting, goodwill acquiredin a business combinationis allocated to
each of the Company's Cash Génerating Units (CGUs), which are expected to ‘benefit from the
combination. Each unit to which the goodwill Is allocated representsthe lowestlével within the entity
at which the goodwill Is monitoredfor Internalmanagementpurposes: Goodwill is testedforimpairment
annually and when circumstances Indicate that the carrying value may be impaired. Impairmentis
assessed bycomparing the carrying valueof an assetwithits recoverable Amount. The recoverable
amount Is determined’ based ‘ofi value-in-use calculations. The use of this method requirés the
estimation offuture cash flows and the determination ofa discountrateinofderto calculate the preserit
value. of the cashflows.

2.11. Impairment of non-financial assets

The Companytests thé carrying value. of its long-term tangible assets and intangible assets for
impalrment if events or changes in circumstances indicate that theasset maybeimpaired. Impaifment
is assessed by comparingthe carrying value of an asset withits recoverable amount, whichin turn is
the higher of an asset'sfair value less costsof disposal and value‘in-use. When assessing impairment,
assetsare grouped at the lowest levels for which there are separately identiflablé cash flows. Non-

financial assets that have suffered impairment losses aré teviewed for possible reversal of the
impairmentat each reporting date.

2.12. Financlal assets

Recognition

Financial assets are recognised on the statementof financial position when, and only when, the
Company becomes a party to the contractual provisions of thefinancial instrument. Whenfinancial
assets are recognised initially, they are measuredatfair value,plus,in the caseoffinancial assets not
atfair value throughprofit 6r loss, directly ‘attributable transaction costs.

Afinancial assetis derecognised wherethe contractual right to receive cashflowsfrom the asset has
expired or havebeentransferred andthe. Company has transferred substantially all risks and rewards
of ownership. On derecognition of afinancial assetinits entirety, the differéncé between the carrying
amount and the sum of the, consideration received andany cumulative gain of loss that has been
recognised directly in equity is recognised in profit or loss.
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DEEPMIND TECHNOLOGIESLIMITED

Notes to the Financial Statements _
For the year ended 31 December 2017 ~

2. Principal accounting policies and basis of preparation (continued)

2.12. Financial assets (continuéd)

Classification

The Company|holds the following category offinancial instruments:
e Investriientin subsidiaries
« Receivables

The classification depends on the purpose for whichthefinancial assets andllabilities were acquired.
Manageméntdetermines theclassificatianof its financial asséts aid liabilltiésatinitial recognition.

(i) Investmentin subsidiaries

Investmentin subsidiarids is méasuréd at Gost less accumulated impairment losses. The company
tests for impairment when circumstancésindicate that the carrying value maybe impaired. Impairmént
is assessedby’comparing the carrying valué of an asset with its fecoverable drmnount; whichis the
higherof net realisable value or value in use.

(il) Receivables

Receivables are non-derivative financlal assets with fixed or determiriable payments that are not
quUétedin an active market. They aréincluded In current assets, except for maturities greater than 12
monthsafter the endof thé reporting period.

Theseare classified as non-current-assets. The assetis Initially recognised atits fair valueincluding
directly’ attributable. and incremental transaction ‘costs. Receivables are subsequently carried at
amortised cést using the effective interest method.

Financial assets are derecognised whenthe rights to recelve Gash flows from the Investments have
expiredof have been transfetred and the Company has transferred substantially all risks and rewards
of ownership.

If the original advanced amountto a fellow group entity does not equate to the fair value on initial
recognition, the differenceis reflected as a dividend to the parentof the Company. InterestincomeIs
recognisedusingthe effectiveinterest method.

2.13: Financlal liabilities

Financial liabilities are recognised on the. statement offinanclal position when, and only when;the
Company becomesa party to the contractual. provisions of the financial instrument.

- Financial liabilities are recognised initially at fair Value,plus;in thé caseof financial liabilities otherthan
derivatives, directly attributable transaction costs.

Subsequentto initial recognition, all financial liabilitiés are measured at, amoftised cost using the
effective interest method; except for derivatives, which are measured at fair valué.

A financlalliability is derecognised when the obligation underthellability is extinguished. Forfinancial
liabilities other than derivatives, gains and losses are récoghisedin profit or loss whenthellabllitles,
are dérecognised, and through the amortisation process,

The Company Contains the following categoryof financialIlabillties:
e Garriéd at amortsed cost
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‘DEEPMINDTECHNOLOGIES LIMITED

Notes.to the Financial Statements
Forthe yéar ended 31 December 2017

2. Principal accounting policies and basis of preparation (continued)

2.13, Financial liabilities (continued),
Theclassification depends on the purposefor.which thefinancialliabilities were acquired; Management”
determines:the classifidationofitsfinancialliabilitiesatinitial recognition,

Financialllabilitiesat amortisedcost

Loans andborrowingsateclassified as current liabilities, unless the Company fas: an unconditional
right todefér settlementof the liability for atleast 12 months aftér the balarice sheet date. Financial
liabilities at:-amortised costiare included.in ‘Creditors: amounts falling due’ after oneyéar' in the
statementof financial position.

basis using the effective interest rate. method. |

2.14: Business Combinations

The purchaseprice is allocatedto the tangible and intangibleassets acquiredandliabilities assumed
based on thelrestimated fair Values. The excess purchase pricé over those valuesIs fecdrded as
goodwill (if any): The fair values, assignedto tangible andintangible assets ‘acquiréd andliabilitiés
assuredis based on‘thanagement's estimatesand assumptions,’ and otherinformation conipiled by
management; including valuations that utilise established valuation techniques appropriate for the high
technology industry. "

Acquisition costs arising as a fesult:ofthé transaction ate expensedas ‘adrninistyation costs in the
period Incurred,

3. Critical aécounting estimates and judgements

Criticaljudgements in applying the Company's accounting policies
In the process of applying the. Company's.accounting policies, the followingcritical judgements have
been madewhich may haveasignificant effect on the amountsracognisedin thefinancial statements.

Fair value of non-current assets.
Thefair Valuesassigriéd to tangible’andintangible assets acquired andliabilities assumed is based on
management's estimates and assumptions. ,

Impairment ofintangible «assets and investments in subsidiaries:
During thejyear, theCompanytested for impairment Intangible assets and Ifvestméntin Subsidiaries.
These impalrmentswerebasedon anéstimation of the recoverable amountat the reporting date which
includes assumptions on the each cash--generating unit's fair value less costs to sell.and its value‘in

use.

Key sources of estimationuncertainty
Inthe process of applyingtheCompany’s accounting policies, management|is of the opinion thatthere

. afe_ no ‘sources ofestimation uncertainty involved that have a: significant effect on the» amounis
recognised in the: financial statements.
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DEEPMINDTECHNOLOGIES.LIMITED

Notesto the FinancialStatements __
For the year ended 31 December 2017

4. Turnover

Researcharid developinentfees fromi stier group
undertakings (US) .

5. Operating loss.

Operating logsis arrived-ataftércharging the followirig:

Staff costs.and other related costs

Depreciation

Amortisation of intarigible-assets

Auditor's remuneration

2017
£

54,422;527

2016

£

40,283;597
 

2017

£

200,867,990

729,323

1,157;140
32,431

2016
£

104,774,192

85,644

777,904
11,005

Staff and othe: costs are arrived at after recharging £201 millllon (2016: £105 million) from group
.compaiiies.

The directorsreceive remuneration in respectof thelr servicesto the: Companyfrom other group
companies: Thecostof the servicesthatthey provided to the Company cannotbe separately identified.

6. Other expense

Impairmentofintarigiblé asséts

Impairmentof ifivestmentin subsidiary

7. Interest payable and similar charges

Interest‘oh intergrouploans

 

 

2017 2016
£ £
- 414,856

- 639,505:

- 1,054,361 |

2017 2016
e £

2,593,/373 1,998,394
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DEEPMIND TECHNOLOGIES LIMITED

Notes to the Financial Statements __
For the year endéd 31 December 2017

8. Tax ori loss fromordinary activities

Currenttax

Analysis oftak (chargé)/ credit for the year
Currénttax crédit-on loss for the.year

Adjustmentsin respectof prior years
Total current tax

Factors affecting tax (charge)/credit for the year

Loss farte year- continuing aétivities

Corporation tax.on logs-at the standard UKtax rate of
19.2466% (2016: 20%)

Effects of:

Adjustmentsin respectofprior years
Expensesnot deductible:for tax purposes

Corporateinteresttax restriction
Aitiduiits not recognised

Tax (charge)/ credit for the year

 

 

 

 

2017 2016
£ £

2 14,428,739

(20,314,015) 18,181,108
(20,311j015)32,609,848_

2017 2016

, £ £

281,893;535_ 126,555,467_

54,254;851 25,311,094

(20,311,015) 18,181,109
(21,200,138) (10,798,265)

(32,715,761) (84,090)

(20,311,015) | 32,609,848
 

Theré ig uricertainty a8 to the timing of when. the Company-will generate sufficient taxable profits to
utilise tax losses carried forward. Therefore, the Company has not recognised deferred taxassets of

£57,596 ,;733.

Factors affecting future tax cliarges

The UK corporationtax ratehasreduced frorn-20% to 19% from1 April 2017 and is dué to reduce to
17% from 1 April 2020.
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DEEPMIND TECHNOLOGIESLIMITED

Notes to the Financial Statements _
For the year ended 31 December 2017

9. Tangible assets

lriformation technology Construction In

 

 

 

 

 

 

 

assets progress Total
. £ £ £

Cost

As at ( Januaty 2017 481,387 69,604 550,991

Additions during the year 1,368,146 29,047 1,397,193

As at 31 December2017 1,849,533 98,651 1,948,184

Depreciation

As at 1 January 2017 85,641 : 85,641

Charge forthe year 729,323 - 729,323

As at31 December 2017 814,964 : 814,964

Net. book value

At 31 December.2017 1,034,569 98,651 1,133,220

At 31 December2016 395,746 69,604 465,350

10. Intangible assets

Patents aiecinslogy Goodwill Totai
£ £ £

Cost

As at-1 January 2017: * - -

Additions duringthe year 1,157,140 1,157,140 2,314,280.
As at 31 December 2017 1,157,140 1,157,140 2,314,280

Amortisation

As at 1 January 2017 - : -

Atrortisation for the year _ 1,157,140 - 1,457,440.

As at 31 Deceniber 2017 4,157,140 - 4,157,140

Net bookvalue
At31 December 2017 : 7,157,140 1,157,140
At 31, Decémber 2016
 

Duringthe year, as partof the business combination (note 16), the Gompany acquired technology with
a fair value of £1,157,140. The intellectual property ‘was fully amortised asat the year end. No.
irtipaifment of goodwill was identified at 31 Decémiber 2017.
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DEEPMIND TECHNOLOGIES LIMITED

Notesto the Financial Statements—
For the year ended 31 December 2017

11. Financlal assets a
Investmentin subsidiary

undertaking

£

Cost
As. at 1 January 2017 1,404,600

Additioris during yeat | 7?
At 31 December 2017 ~ , BO 1,404,600

Impairment

As at1 January-2017 639,505:

Impairmentforthe year | *
At 31 December2017" 639,505

Net bookvalue

At 31 Deceltiber 2017 , 765,095
At 31 December 2016 765,095,

ces Rb ges le Proportion Value IrivéstédCompany Name Type held S.

“Lint Halk Eclatignedimireg Acquisition of aang,Hark Health Solutions Limited ‘sharés 100% 1,404,600

No impairment was idéntified at 31 December 2017. Subsequentto year end managefiént made a
decisionto liquidate this subsidiary undertaking. . .

12, Debtors: amountfalling dué withinone year

2017 2016
£ g

Amounts owed by group companies 43,464,982 30,599,664

VATReceivable 41,604,986 20,305,457
Corporate.tax receivable 13,935,064 467,636
Other debtors 168,552 174,561 _-

$9173.84 51,547,318
=e
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DEEPMIND. TECHNOLOGIESLIMITED

Notesto the Financial Statements_
For the year eridéd 31 December2017

13. Creditors: amountfailing due within one year

2017 2016.
£ £

Amounts owéd to group compariies * 112,382,212 - 77,701 261
Trade creditors 4,350,954. 722,575

Accrials, 6,460,672 563,633

Othercreditors: 3,745,318: : -

123,939,156" 78,987,469,
 

All amounts and Creditors are non-interéest bearing and are settled within the Company's normal
operatingcycle.

14. Creditors:aiviount fallirig die after oheyear

2017 2016
£ £

Loan from group companies andInterest accrued 433,071,734 141,301,047

Other cfeditors- 2,247,193 :
435;318,927 = 141,301,047"
 

 

The Welghted averageeffective intérést, ratefor loahs and borrowings dueto related. companies ‘for
the yearended 31 December 2017 is 0.91% p.a; (2016:1:91% p.a,). The loansare repayable no later
than 30 October 2019.

15. Called up share capital a
2017 2016.

Allotted,cailédup andfully pald £ g
16,406,358 Ordinary shares of £0.0001-each 1,644. _. 1,644

Thére’were no fovemeits in the Gompatiy’s otdinary sharés during the year (2016:none).
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DEEPMIND TECHNOLOGIES LIMITED

Notesto the Financial Statements _
For the year ended 31 December 2017

16. Business combinations

In August 2017, the Company acquired intellectual property assets’for a cash consideration of
£2,314,280. The transaction was accountedfor as a business combination. The identifiable intangible
assets were measured at falr value of £1,157, 140. The goodwill of £1,157,140was generated from
this trarisaction (riote- 10).

Noneofthe goodwill recognised Is expected to be deductible for income tax purposes.

Assets acquired aid llabilitles assumed

Thefair values of the identifiable assets as at the date of acquisition were asfollows:

Falr value recognised
on acquisition

£
Intellectual Property 1,187,140
Total Identifiable.net assets atfair value(note 10) ; 1,157,140

 

The intelléctual, propeity wasfully aimortigéd as at the year end, No impairment of goodwill was
identified at'31 December 3017.

17, Parént uridertaking and controlling party:

The Company's ultimate holding companyis Alphabet Inc., a company. Incorporated In the United
States of America, while,its: imimiediate parent undertaking ‘and ‘céntrolling partyis Googlé lieland
Holdirigs Unlitnited Company, a companyincdrpératedin the Republic of Ireland.

AlphabetInc: is the smallest and largestgroupinto whichthesefinancial'statements are consolidated.
Thecorisolidated firiaricial statements are available to the public and miaybe obtained from 1600
Amiphitheatre Parkway, Mountain View, CA 94043, Unitéd States of America of Gan be obtained from
the investorrelations website at https:‘Habe.xyz/investor.

The Companyhas taken advantage of the exemption under FRS 101 notto disclosetransactions with
fellow wholly ownedsubsidiaries,

18. Post balance sheet events

There were ho significantevents sincéthe year end date orto the date of approvalof the financial
statements that require adjustments toor disclosurein the financial statements.
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