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DEEPMIND TECHNOLOGIES LIMITED

Strategic Report
For the yéar énded 31 December 2017

The Directors ‘present their strateglc report of DeépMind Technologies Limited (the "Company")
for the year ended 31 December 2017:

Review of the business

‘The Company specialises in the research and application of cutting edge machine ledrning, lncludmg
thé provisldn of technical services to other: companies

The Company's key finaricial performarice indléators during the year wete as follows:

Turnovér represents technical service fees from other group undertalkings, it increased fror £40 million
to.£54 niillion in the year, an ificrease of £14 million.

Admlnlstratlve expenses increased from £164 miliion to £334 mllllon. an ifcrease of £170 milllon'
in'the year. The Increase mainly relates to a rise’in technical |nfrastructure staff costs and othet related
charges

During ‘the year, the Company agquired intellectul propérty assets ‘for ‘cash consideratlon: of
£2.3" million, The transaction was accounted for as’ a business combination with the- identifiable
|ntang|ble assets measured at fair Valud of £1.2 million.

The statement of comprehensive Income and the stateinefit of. ﬂnanclal position are sét.out on pages
9 and 10 respectively. The loss for the. financial year of £302 miliion has been added to the

sharéholders’ deficit.
Principal risks and uncertainties

Machine learning research and application i$ ari emerging market characterised by continuous change
and mlense competmon As | result the Company wiil continue to face nsks and uncertainties Wthh

Director ¢

Date: 76 O‘] 20‘&




DEEPMIND TECHNOLOGIES LIMITED

Directors’ Report - o

For the year ended 31 December 2017

The directors present their report of the Company for the year ended 31 December 2017.
Directors

The directors who held office during the year and up to the date of this report were;

Ronah Hartis
Kenneth Y

Company secretaty

The company secretary for the yéar arid up to the date of this report Is Taylor Wéssing Secrétaries Lid.
Politiéal arid chiaritablé Gorifributions

Dunng the year the Company made no polltlcal donations (2016: £nil). The Cormpany made charitable
and-academic donations of £8, 153, 198 (2016; £307 578)

Research and deveioprient

The Company spec!allses In the research and apphcanon of cutting edge machine learnlng, includmg
the provision of technical servlces to other companles The revenue assoclated with those activilies
during the financial perlod is £54 million (2016: £40 million) representing technical service fees from
other group undertakings.

Future dévélopments
There are na future chianges anticipated in the business of the Company at this time.
Results and leldéﬁdS

The Company’s loss for the financial period is £302 million (2016: £94 million). The diféctors, do not
propose the payment of a dividend for the year (2016 £nil).

Goling Concetn

The Companys business activities, together with the factors likely to affect its future development and
position, are set out In the Strategic Report and Directors’ Report.

The directors of ‘the Compariy haveé received written assuranices from an intgfmediate parent
undertaklng, Google LLC, that it will continue to provude adequate financial support to the Company for
a period of at least twelve months from the date of approval of these financial ‘statéments to ‘enable the
Company to discharge its financial obllgatlons to all ereditors as they faill due.

On this basis;‘the dlrectors ‘are - satlsﬂed that the Company has adequate resources to continue’ in
operatlonal existence for the foreseeable future. The Company;. therefore, continues to adopt the going
concern basis in preparing its financial statements.




DEEPMIND TECHNOLOGIES LIMITED

Directors’ Report (continued)
For the year ended 31 December 2017

Events since year end date

Thefé weré ho significant events since the year end date. or to the date of-approval of the financial
statements that réquire adjustments to cr disclosure ini the finanoial stateéiits.

Qualifylrig third party indemnity provisions

A quahfylng third party ifidemnity provisnon as defined in section 232(2) of the Companles Act 2006 Is in
force tor the benefit of each of the directors in raspect of liabilitiés incurred as a result of their office, to
the extent permnted by law..In respect of those liabilities for which directors may.not be Indemnified; a
difectors’-and officer Ilablllty insurance policy was maintained by Alphabet Inc. group from the acquisition
date.

.Statement of directors’ responsibilities

The directors -are responsible for preparing the_Strategic Répoit, Directors’ Report and the financial
statements in accordance with applicable law and régulations.

Company iaw réquirés the directors to prepare financlal statements for each financlal period. Under: that
law the difectors have elected to preparé the financlal statéments in acéordance with applicable law and
United Klngdom Accounting. Standards including Financial Reporting Standard 101 Reduced Disclosure
Framework ('FRS 101?) (United Kingdom Generally Accepted Actounting Practice).

Under ‘Gompany law the directors must fiot approve the financial statéments unléss they are satisfied that
they give a true and fair view of the state of affairs of the Company and of the profit or [oss of the Company
for that financial perlod

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

o Select suitable accounting policles and then apply them consistently;

o Make judgments and estimates that are réagonable and prudent;

o State whether applicable accounting standards have been followed, subject to any material
departures disclosed and explained in the financial statemeénts; and

o Prepare the financial statements on the going concern basis uniess it is inappropriate to presume
that the Company will continue in business:

The difectors aré résponsible for keeping adequate accounting records that are sufficlent to show and
explain the Companys transactions and disclose with reasoniable accuracy at any time the flnancial
position of the Company and énable them to ensure that thé financiai statements comply with the
Companies Act 2008, They are also responsible for safeguardlng the assets of the Company and hence
for taking reasonable steps for the preventlon and detection of fraud and other Irfegularities.




DEEPMIND TECHNOLOGIES LIMITED

Directors’ Report (continued)
For the year ended 31 December 2017

Disclosure of information to auditors

This directors confirm that, so- far as dach person who.was a drrector at the date of approving this report | is
aware, there Is no relevant audit information, belng information needed by the auditor in connection with
prepanng thls report of which the auditor Is unaware. Having made enquirles of fellow directofs and the,
| AliditaF, the directors have taken all the steps that they-are obliged to take as a diréctor in order

Aselves aware of driy relevant audit information and to éstablish that the atiditor.is dawarg of
that Informa tlon;

Reappolintment of auditots

In accordance with sectron 485 of the Companles Act 2006 a resolution is to be proposed at the Annual

Ronan Harris
Directot

Date: 2%.09. 2013




Building a better
working world

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF DEEPMIND TECHNOLOGIES LIMITED

Opinion

We have audited the financial statements of Deepmind Technologies Limited (‘the Company’) for
the year ended 31 December 2017, which comprisé the Statement of Comprehensive Income,
the Statement of Financial Position, the Slalement of Changes in Equity and the related notes 1
to 18, including a summary of significant accounting poficies. 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 and fair view of the Company’s affairs as at 31 December 2017 and of its loss for
the year then ended;

» 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

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
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.

Conclusions relating to going concern

We have nothing to report in respect of the following matters, in relation to which 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

e the directors have not disclosed in the financial statements any identified material

uncertainties that may cast significant doubt about the Company's ability to continue to
adopt the going concern basis of accouriting 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 MEMBERS OF DEEPMIND TECHNOLOGIES LIMITED
(Continued)

Other information

The other information comprises the information inciuded in the Strategic Report and the Directors’
Report, otherthan 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 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.
Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:
 theinformation given in the Strategic Report and the Directors’ Report for the financial year
for which the financial statements are prepared is consistent with the financial statements;

and

e the Strategic Report and the Directors’ Report have been prepared in accordance with
applicable legal requirements.

Matters on which we are required to report by exception
[n 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 Companiés Act
2006 requires us to report to you if, in our opinion:

e adequate accounting records have not been kept or returns adequate for our audit have not
been received from branches not visited by us; or

e the fina,nciai 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
o we have not received all the information and explanations we require for our audit.

Continued/...
7
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF DEEPMIND TECHNOLOGIES LIMITED
(Continued)

Responsibilities of directors

As explained more fully in the directors' responsibilities statement set out on page 4, 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 they 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 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 management either intends to liquidate the
Company or to cease operations, or has no realistic alternative but to do so.

Auditor's 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 misstatemert, whether due to fraud or error, and to issue an audltor S
report that includes our opinion. Reasonable assurance is a high leve! 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. Mlsstatements can arise from fraud or error and are considered
material if, individually or in the aggreqate 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 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.

=CAst L Youn

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

Dublin

28 September 2018




DEEPMIND TECHNOLOGIES LIMITED

Statement of Comprehensive Income
For the year ended 31 December 2017

Turnover
Adriiinistrative expenses

Operating loss

Other expense
Other Iiicome
Interest recelvable and similar income

interest payablé and similéf charges
Loss from ofdinary activities before taxation
‘Tax 6n los$ frofm ordinary activities

Loss for the financial year

All amaunts relaté to contiriing operations.

Other comprehensive income

Thete weire no iteins of other compretiensive Incore for the clifrént period and therefore rio separate statément of

other coniprehensive Income has been prépared.

Notes 2017

[

54,422,527

(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)

(20,311,015)

(126,555,467)

32,609,848

(392,204,550

(93,945,619)

The notes on pages 12 to 24 form an integral part of the financlal statements.




DEEPMIND TECHNOLOGIES LIMITED

Statement of Fmanmal Position
As at 31 December 2017

Fixed assets

I arigibls dssets
Intangible assets
Financial assets

Current assets
Debtors: amounts falling due within one year
Cash and cash equivalents

Current Liabliitles

Creditors: amounts falling due within one year
Net current liabllitiés

Total assets léss current liabllities
Creditors: amotints falling due after oné year
Net liabilities

Capital and reserves

Called up share capital

Sharé premiurm
Retained loss

Total sharehoiders! 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 51,647,318
975,277 13,661,536
100,148,861 65,208,854
(123,939,156) (78,987,469)
(23,790,295) (13,778,615)
(20,734,840) {12,548,170)
__(435318,927) _ (141,301,047)
(456,053,;767)  (153,849,217)
1,641 1,641
41,490,727 41,490,727
(497,546,135)  (195,341,585)
(456,053,767) (153,849,217)

Thé financial statements 6n pages 9 to 11 and supporting notes to the financial statements on pages i2
to 24 were approved by ! the board of directors and were sigried ofi it behalf by:

Ronan Hsrrls
Director

Date: 28 .09 2.0|8

10




DEEPMIND TECHNOLOGIES LIMITED

Statement of Changés in Equity

As at 31 Décember 2017

Balance at 1 January 2016
Loss for'the year

Balance at'31 Décefmber 2016

Balance at 1 January 2017

Loss fo the year

Balanceé at 31 Deceinbér 2017

. Called-up
share capital

.
1,641

Share
premium

£

41,460,727

Retaiiied

loss

g,

(101,395,966)

(93,945,619)

Total
shareholders’
deficit

£

(69,903,598)
(93,945,619)

1,641

41890,727

(195,341,585)-

(153,849,217)

1,641

41,490,727

(195,341,585).

(302204, 550)

(153,849,217)
(302,204,550)

1,641

41,490,727

(497,546,135)

(456,053,767)

The notés on pages 12 to 24 fofm an intqgral_ part of the financial statemants.

1




DEEPMIND TECHNOLOGIES LIMITED

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

1. General information

DeepMind Techiiologles Limited (the "Company”) specialises in the research and appltcatton
of cutting edge machine learning; Including the provision' of technical services to other companies.
The Company is a prlvata company and le Inoorporated aud dumiclled in the United Kingdom. The

2. Principal accounting policies and basis of preparation
2.1. Basis of preparatlc}'n’ of financial statements

The financial statements of the ‘Company were prepared in accordance with Financial Reporting
Standard 101, 'Reduced Disclosuré Framework' (“FRS 1101") (accounting standards Issued by the
Financial Reportlng Council), and In accordarice with the Companiés Act 2006. Thé financial
staternerits have been prepared on a going concern basis uhder the historical cost convention.

The difectors of the Company have recelved written assurances from an intermediate parent
undertaking, Google LLC, that it will Gontinue to provide adequate finaricial support to the Corpany
for a period of at least twelve mionths from the date of approval of these financial statemerits to erable
the Company to discharge its financial obligations to all creditors as they fall due.

On this basis, the directors are satlsfied that the Company has adequate resources to, continue in
operational existence for the foreseeable future. The Compariy therefore continuies to adgpt the ¢ going
concern basis in preparing its financtat statements,

FRS, 101 sets out-a reduced disclosure framework for a ‘qualifying entity’ as defined in the standard
which addresses the firiancial reporting requirements and disclosure ‘exemiptions in the individual
financial statements of qualifying entities that otherwise appty the recognition, méasurement ‘and
disclosure requirements of EU-adopted IFRS. The Company is a qualifying entity for the purposes of
FRS 101.

The Company is included In the consolidated financlal statements of Its ultimate parent undertaking,
Alphabet Inc, which are publicly avaliable.

Critical accounting judgements and key sources of estimation uncertainty used that are significant to
the financial statements are disciosed in note 3 to the flnanclal statements.

The sIgnttIcant accounting policies, which have been applied consistently in the currént and previous
financial year in the preparatlon of the Company’s financial statements are set out below,

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

o IAS 7 ‘Statement of Cash Ftows

. The requlrements of IAS 24 'Related Party Disclgsures’ to disclose felated paity transactions
entered into between two or more members of a group;

. Paragraphs 91 to 99 of IFRS 13 'Fair Value Measurement’ (disclosure of valuation techniques

and Inputs used for fair value méasuremerit of assets and liabilities);

. IFRS 7 ‘Finandial Instruments: Disclosures';

. Paragraphs 30 to 31 of IAS 8 ‘Accolinting Policies, Changes Ih Accounting Estimates and
Errors’ (requirement for the disciosure of information when an entity has not appiled a new IFRS.
that has been Issued but Is not yet eftecttve),

o Paragraphs 62, B64(d), BS4(e) B64(g), Be4(h), Be4(j) to B64(m), Bed(n)(il), B64 (0)(ii), B64(p),
B64(q)(ii), B66 and B670f [FRS 3 Business Comblnatlons,

° Paragraphs 134(d) 134(f) and 135(c)- 135(e) of IAS 36 Impairment of Assets;

° The requirements of the second sentence of paragraph 110 and paragraphs 113(a); 114, 115,
118, 119(a)- (c), 120-127, and 129 of IFRS 15 ‘Revenue from contracts with customers';

i2




DEEPMIND TECHNOLOGIES LIMITED

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

2. Principal accounting policles and basls of preparation (continued)
2.1. Basis of preparation of financial stateménts (continued)

. Paragraph 38 of 1AS 1; ‘Presentation of financial statements’ — comparative Informatron
requirements of financial statements’ — comparative Information requirements in respect of:
»  paragraph 79(a)(iv) of IAS 1;
*»  paragraph 73(e) of IAS 16, 'Property. plant and equipment’; and
»  paragraph 118(e) of IAS 38, 'Itangibie assets’ (reconcliiations between the carrying
amount at the beglnntng and end of the perlod)
. The foliowing paragraphs of IAS 1 ‘Presentation of Financlal Statements":
10(d) {statement of ash fl6ws);
16 (statsment of compliance with IFRS);
38A  (requiremerit for minimum of two primary statemerits, iriciuding cash flow. statérments);
38B-D (additional comparative Informatlon)
40A-D (requirements for & third statement of financial posmon),
111 (cash fiow statémerit information);
134 to 136 {capltal management disclosures).

2.2, New and amended IFRS ‘standards and lriterpret_atlons

There are a number of changes to iFRS whlch became effective in 2017, however, they.either did not
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

in Mdy 2014, the IASB issued IFRS 15, Revenue from Contracts with Customers. IFRS 15 supersedes
the revenue récognition requirements of IAS 18, Revenué and IAS 11, Construction Contradts, and
requires entities to recognise revenue when contiol of the promised goods of services are transferred
to customers, at an'amount that reflects the consideration to which the entity expects to be entitled to,
in exchange for those godds or- services. IFRS 15 has an effective date of 1 January 2018.

The Company has early adopted IFRS 15 on 1 January 2017 using the modified fetrospective method
applied to contracts' not compieted as of this date Resuits for reporting perlods beginning after
1 January 2017 dre presented under IFRS 15, while prior period amounts are reported in accordance
with [AS 18, ‘

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

2.3. Forelgn currency

Thé financlal statenients are presented in pound sterlmg ("£"), which is also the Company's functionai
currency and presentation currenicy. Alf values ‘are in pound sterling ("£") to the neareést pounid except
where otherwise Indicated.

Transactions. denominated in foreign currencles; are initlally translated at the rates of exchange ruling
on the dates of the transactions. Monetary assets and fiabilities denomlnated in forelgn currencles are
then re- translated at the rate of exchange ruling at the balance sheet date. The resulting exchange
différences. aré taken to the statement of comprehensive income "and Included in administrative
expenses. Non:monietary assets and liabllities, which are méastired using historic cost, are translated
at the exchange rates as at the date of the initial transaotlon ahd are not subsequently retransiated,

13




DEEPMIND TECHNOLOGIES LIMITED

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

2. Principal accounting policles and basis of preéparation (continued)
2.4.Turnover

The Company genarates revenus through a service agreement with other group undertakings for the.
‘provislon of research and development services.

Revenue_from. this agreemerit is recogmsed when the obligatron to the customer is. sahstled “and
.control of ‘the promlsed service Is transferred The Company recognises revenue over tlme, as the
clistomar simultaneously receives and constimes the benefits as the sétvice Is provided. The Company
appliés'an output mathod, based on underlymg financlal results as agréeed between parties, which is
considered to faithfully depict the iransfer’ of control to the customer.

The service fee chargéd I§ based on the level of expenses incurred by the Company inthé performance
of services., Where thé'transaction’ prtce cohitains variable’ consideration, the'Company uses the fmost.
likely amount method.in estlmattng revenus: These estimates are not coristrained, as the Company
assesses that It is htghly probable that a signlflcant reversal of revenue will not occur:

2.5, Current tax.
Thé téix expenss for the period comprises currént and deférred tax:

Current tax assets-and. liabilities ‘are measured at. the amount expected to be recovered from or paid
to the taxetron authonty The cutrent income ‘tax charge is calculated on the basrs of the tax. laws
enacted or substantlvely énacted at the end of the reporttng period. Current taxes are recogntsed in
profit or loss except to the éxtent that the, tax felates to items récognised outside profit or. 10s$; either
in other’ comprehenstve income or drrectly i equity: ‘Current tax assets and tax llabilities are offset
where the enttty has a legally enforceable rrght to offset and intends either to settle ona net basis, or
to redlise the asset and settle theé liability simultaneously.

Deferred tax Is fecognised in respect of all temporary’ drtterences between ths tax bases of asséts and
liabliittes and their carrytng amounts In-the tlnancral statements except where the deterred tax asset
or ltabtllty arises from the inflial recognition 6f an asseét or liability which affects neither the accouinting
proflt nor taxable profit or loss.

Deferred tax assets are recogntsed only to the extent that the directors consider that itis probable that
there will be suitablé futuré taxable profits available against which the temporary differences can be
utilised.

The carrying amount of déferred tax assets are reviewed at each reporting-date and adjusted to the
extent that it is‘rio Ionger probable that sufficient taxable proftt will be avallable to allow all or part of
the deferred tax asset to be uliilsed. Unrecognrsed deferréd tax assets are reassessed at éach
reporting date and are recognised to the extent that it has 'become probable that future taxable profit
will aliow the deferred tax asset to'be utilised:

Deferred tax is measured on a non-discounted basis at the tax fatés that aré expected to apply in the
periods in which temporary differénces reverse, based on tax rates and laws enacted or substantrvely
enacted at the reportrng date.

Research costs are expensed in the period in. which they are Incurred. The Company currently incurs
no: development costs which would meet the:criteria -for capttallsatlon as dévelopmerit expenditiire

nder 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 equjvalents

Cash and cash equivalents Includes cash at bank, which is subject to an insignificant risk of changes
in value.

2.8. Tangible assets

Tanglble fixed assets are initially recorded at cost, Subseqitent to initial recognition property, plant and
equipment is stated at cost less accumulated depremation and impairment, If any.

Costincludes the original purchase price, costs directly attributable to bringing thé asset to the location

and condition negessary for iis intended use, appilcabie dlsmantlmg. removai and réstoration costs:

and borrowing costs capitalised.

Subsequient expenditure Is included in thé asset's carrying amount or recogmsed as a separate asset, :

as appropriate, oiily wheri it is probable that future eGonomic benefits associated with the itéin wiil flow
to the Company and the cost of the ltem can be measured reliably. Other repalr afid maintenance
expendlture that does not meet the asset recognition criteria is.expensed to profit or loss as |ncurred

of comprehensive ihcome.

Construction In progress. is not depreciated. Dépreciation on other assets is calculated using the
straight-liné method to allocate thisir cost qver thelr estimatéd useful lives, as follows:

information technology assets - 30% - 50%straight line.(2016: 30%-50% straight line)

Construction in progress = No deprecilation as asséts are not in use

The carryinig values of property; plant and equipnient are reviewed for impairment if events or changes
in circumstances In the year indicate that the carrying vaiué may not be recoverable.

2.9. Intanglble assets

Intangible assets are measured at cost less accumulated amortisation (less accumulated Impairment,
if any).

The amortisation period and the amortisation method for an intangible asset with a finite useful life are
reviewed at ieast at the end of each reporting penod Patents and developed technology are amortised
on a straight line basis over their éstimated useful life of 1 year or less. The amortisation expense on
intangible assets with finite lives is recognised in the statement of comprehénsive income.

15
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DEEPMIND TECHNOLOGIES LIMITED

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

2. Principal accounting policles and basis of preparation (contihued)
2,10. Goodwill

Goodwill is initially measured at cost. After recognition, goodwill is measured at cost less any
accumulated impairment [0sses.

UK Company Law requires goodwill to be reduged by provisions for-depreciation on a systematic basis
over a petiod chosen by the directors, Its useful economic life. However, under IFRS 3 Business
Comibinations, goodwill is not amorllsed Consequenlly, the Company does not-amortise goodwnl but
réviews it for Impaitrhent on ar annual basls of wheriever thers are indicators of impairment. Thé
Company Is therefore invoking a "true and fair.view overrlde' to overcome the prohibition on the non-
amortisation of goodwm in the Gompany Law. The Company is not able to rellably estimate the impact
on the financlal staterients of the true and fair overfide on the basis that the usefui life of goodwili
cannot Be predicted with a satisfactory level of reiiability, nor can the pattern in whlch goodwill
diminishes be known:

For-the purposes of impairment testing, goodwill acquired in a business combination is aliocated to
each of the Company's Cash Génerating Units (CGUs), which are expected to ‘beneéfit from the
combination. Each unit to which the goodwill Is ailocated represérits the iowest Iéve! within the entity
at which the goodwill Is monitored for internal management purposes; Goodwill Is tested for impairment
annually and when circumstances indicate that the carrying value may be lmpaired impairment is
assessed by, companng ‘the carrymg value of an asset with its recoverable amount. The récoverable
amount [s determined based ori vaiue- -in-use calculations, The use of this method requirés the
estimation of future cash flows and the determmanon of a discount rate in order to calculate thé present
value, of the cash flows.

2.11. Impalrment of non-financial assets

The Company tests thé carrying value. of its long-tefm tarigible assets and intangible assets for
lmpalrment if events or changes in clrcumstances indicate that the asset may bg impaired. lmpalrment
is assessed by comparing the carrying value of an asset with its recoverabie amount, which in turn is
the higher of an asset's falf value less costs of disposal and value:in-use. When assessing impairment,
assets are grouped at the lowest levels for which there are separatély identifiablé cash flows. Non-
financial assets that have suffered impairment losses are reviewed for possible reversai of the
lmpalrment at each reporting date.

2.12. Financial assets
Recognition

Financial assets are recognised on the statement of financial position when, and only when, the
Company becomes a party to the coniractual provisions of the financial lnstrument When finanglal
assets are recognised |n|tla!ly, they are measured at fair value, plus, In the case of financlal assets not
at fair value thirough profit or loss, directly attribuitable transaction costs.

A financlal asset is derecognlsed where the contractual right to receive cash fiows from the asset has
expired or have been transferred and the Company has transferred substantially all risks and rewards
of ownership. On derecognition of 4 financfal asset in its enlirety, thé difference between the carrying
amount and the sum of the, consideration recelved and any cumulative gain of loss that has been
recognised directly in equity is recognised in profit or loss.
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DEEPMIND TECHNOLOGIES LIMITED

Notes to the Financial Statements

For the year endéd 31 December 2017 ~
2. Princlpal accounting policies and basis of preparation (continued)
2.12. Financlal asséts (continued)

Classification

The Cdaimpany holds the following category of financial instruments:
« Investrient in subsidiaries
« Regcelvables

The classification depends on the purpose for which the financial assets and liabilities were acquired.
Managemeént determlnes the cldsslfication of its financlal asséts and liabilitiés at initiai recognition,

(i [ngs;ment in subsidiaries

Investment in subsidiarigs is méasuréd at ¢ost less accumulated Impaurment losses. The company
tests for immpairnient when circumstancés Iridicate that the carrying valus. may be impaired. Impairment
is assessed by comparing the carrylng value of an dsset with its recoverable amount; which is the
higher of net realisable value or value in use.

(i) Recsivables

Recelvables are non-derivative financlal assets with fixed or determinabie payments that are not
quéted in an active market. They are included In current assets, except for maturities greater than 12
months after the end of the repoiting périad.

These are classified as non-current-assets. The asset is Initially recognised at its fair valug including
directly’ attributable and incremental transaction 'costs. Receivables are subsequently carfed at
amortised cost using the effective intérest method.

Financial assets are derecognised when the rights o recelve cash flows from the investments have
éxpired or hdve beén transferied and the Company has transferred substantially all risks and rewards
of ownarship.

If the orlgmal advanced amount to a fellow group entity does not equate to the fair value on initfal

recognition, the difference is refiected as a dividend to the parent of the Company. Interest income is
recognised using the effectiva interest method,

2.13: Financlal liabllities

Financial llabllmes are recognlsed on the. statement of financlal position when, and only when the
Company becomes a party to the contractual. proviswns of the financial instrument.

- Financlal liabilities afe racognised Inlualiy at fair valug; plus; in thé case of financial liabilitiss othet than
derivatives, dlreclly attributable fransaction costs.

Subsequent to initial recognition, all financial fiabillties are measured at amortised cost using the
effective interest method; éxcept for denvanves which dre meastired at fair valus.

A financlal liability is derecognised when the obiigation under the liability is extinguished. For financial
liabilities othier thai' derivatives, gains and Iosses are récognised in profit or foss when the itabllities,
are deérecognised, and through the amortisation process,

The Cormipany contains the following category of financial llabiiities:
« Carriéd at amortised cost
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fDEEP-MIND'.TECHNOLOG'IES LIMITED

Notes to the Financial Statements
For the yeéar énded 31 December 2017

2. Principal accounting policles and basls of preparation (continued)
2.13: Finaniclal liabilities (continued).

The cIassrttcation depends on the purpose for. which the financial iiabllities were acquired; Management -
deétermings the classification of its financial liabllities at initial recogriition,

Financial liabilities at amorfised cost

Loans and borrowings are classified &' cuirrént liabiiities, uniéss the Company has.an unconditional
right to’ défér settlement of the liability for at least 12 months after the balarce sheet date. Finangial
Ilabrltties at amortlsed costiare mcluded in ‘Creditors: amounts faling due after oné year In the
statement of financial positlon

basis uslng the effectlve mterest rate méthod.

2.14: Buslness Comblnations

The purchase price is aliocated to the tangibie and mtanglbie assets acquired and liabllities assumed
based on their.estimated fair values. THe ex¢éss purchase pricé over those values is tecorded as
goodwnl (rt any): The fair values, assigned to tangible and’inténgible’ assets acquired and liabilities
assuined s based on'managemeént's estimates and assumptiohs, and other Information compiled by
management Including valuations that utilise established valuation techniques appropriate for the high
technology industry i

Acquisition costs afising as a fesult:df thé transaction ate expensed as-administration costs In the
period Incurred.

3. Critical accounting estimates and-judgements

Critical /udgemenls in applying the Companys accounting policies
in the process of applyirig the Company’s. accountmg policies, the following critical judgements have
been made which may have a significant effect oni the amounts recognised in the finandial statements.

Fair value of non-current assets.
The falr values assigried to tangible'and Intangible asséts acquired and liabilities assumed is based on

management's estimates and assumptlons )

Impalrment of /ntang/ble assets and investments in subsidiaries:

During the 3 year, the Compary testéd for |mpa|rment intangible asséts and Ifivestment in Subsidiaries.
These impairmenls were based on an estimation of the recovérable amount at the reporting date which
includes assumptions on the each cash- generatrng unit's falr vaiue less costs to seil and its value:In
use,

Key sources of est/matlon ‘uncertainty

In the process ¢ of appiymg the Company s accountmg poircies management i is of the opinion that there
. are_no 'sources of  estimatlon uncettainty Involved that have a- significant effect on the -amounts

recognised in the finandclal statements.
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DEEPMIND. TECHNOLOGIES LIMITED

Notes to the Financial Statements
For the year ended 31 December 2017
4. Turhiover

Research aiid devetopment feas from Sther groip
undertakings (US)

5. Opetating loss

Operaling loss s arrived-at aftér charging the followirig:

Staff costs.and other telated costs

Depreciation

Amortisation &f intangible-assets

Auditor's reriiunération

2017 2016

£ £

54,422,527 40,283,597
2017 2016
£ £
200,867,990 104,774,132
729,323 85,641
1,157,140 777,904
32,431 11,005

Staff and othek costs are arrived at after recharging £201 milllion (2016: £105 mllhon) from group

.compaiiies.

The directors recelve remuneration in respect of thelr services to the. Company: from other group
companies: The cost of the sefvices that they provided to the Company cannot be separately identified:

6. Other expense

impalitent of intaiigiblg asséts
Inipairmierit of ifvestment in subsidiary

7. Intefest payable and simiiar-charges

Interest oh Intergroup loans

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 ended 31 December 2017

8. Tax oriloss from ordinary activitiés

Current tax

Arialysis of tax (chargé)l crédit for the yeai’
Currént tax crédit on loss for the.year
Adjustments in respect of prior years

Total current tax

Factors affecting tax (charge)/ credit for the year

Lass for the year - Gontinuing activities

Corporation tax on [08$ at the standard UK tax rate of
19.2466% (2016: 20%)

Effects of:

Adjustments in respect of prior years
Expenses not deductible:for tax purposes
Corporate Inferest tax restriction
Aimaunts not recognised

Tax (charge)/ credit for the year

2017 2016
£ 3
14,428,739
(20,311,015) 18,181,109
(20,311,015) ! 32,609,848
2017 2016
B - g
281,893,535 126,555,467 _
54,254,851 25,311,004
(20,311,015) 18,181:109
(21,200,138) (10,798,265)
(32,715,761) (84,090)
(20,311,015) 32,609,848

Theré i§ uricertainty as to the timing of when the Company will generate sufficlent taxable profits to
utilise tax losses catried forward. Theréfore, the Company has not recognised deferred tax assets of

£57,596,733,

Factors affecting futute tax charges

The UK corporation tax rate has reduced from 20% to 19% frof 1 ApHi 2017 and is du to reduca to

17% from 1 April 2020.
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DEEPMIND TECHNOLOGIES LIMITED

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

9. Tangible asséts

Iriformation technology

Construction In

assets progress Total
A g e £
Cost
As at i January 2017 481,387 69,604 550,991
Additlons during the year 1,368,146 29,047 1,397,193
As at 31 December 2017 1,849,533 98,651 1,948,184
Depreciation
As at 1 January 2017 85,641 85,641
Chargé for the year 729,323 - 729,323
As at-31 December 2017 814,964 - 814,964
Net book value
At 31 December-2017 1,034,569 98,651 1,133,220
At 31 December 2016 395,746 69,604 465,350
10. intanglble assets
P oy Goodwi Total
[ £ £
Cost
As at 1 January 2017 - - -
Additions during the 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 - - -
Amiortisation for thie year 1,157,140 - 1,157,740
As at 31 December 2017 1,157,140 - 1,157,140
Net book value
At 31 December 2017 5 1157140 1,157,140

At 31 December 2016

During the year, as part of the buslness combination (note 16), the Company acquired technology with

a fair valie of £1,157,140. The intellectual property ‘was fully amortised as: at the year end. No.

iripaifmant of gpodwm was identified at 31 December 2017.
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DEEPMIND TEGHNOLOGIES LIMITED

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

11. Financial assets

Investment in subsldiary‘

underlaklng
£
Cost
As at 1 January 2017 1,404,600
Additigiis during year .
At 31 December 2017 "7 1,404,600
Impairment
As at 1 January-2017 639,505
Impalrment for ihe year =
At 31 December 2017’ 639,505

Net book valiie

At 31 Deceitiber 2017
At 31 December 2016

" 765,005
765,095,

P Proporticri Value invésted
Compariy Nartie Type hield 2.
i o Acquishion of . '
Hark Health Solutigns Limited ‘shargs 100% 1,404,600

decnsmn to Ilqundate this subsxdlary undertaklng

12, Debtors: amount falling dué within one year

Amounts owed by group companies
VAT Recsivable

Corporate tax receivable

Othér debtors

2017 2016

£ g
43,464,982 30,599,664
41,604,986 20,305,457
13,935,064 467,636

168,552 174,561 -
99 173,584 51,547,318
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DEEPMIND TECHNOLOGIES LIMITED

Notes to the Financial Siatements

13. Creditors: amount falllng due within one year

2017 2016

£ £

Amounts gwed to group compariies 112,382,212 $ 77,701,261
Trade creditor's 1,350,954. 722,575
Accrials. 6,460,672 563,633
Other creditérs 3,745,318 ; -
123,939,156 78,987,469,

All améunts arid creditors aré ron-interést bearing and are settled within the -Company's normal
operating cycle.

14. Creditors: aimount falilig diie after ofié year

2017 2016

£ £

Loan from group companies and Interest accrued 433,071,734 141,301,047
Other creditors 2,247,198 -
435318937 | 141,301,047

The weighted average effeclive inlerest rate’ for loang and borrowings due to related companies for

than 30 October 2019,

15. Called up share capital

2017 2016.
Aliotted; cailed tp and fully pald £ £
16,406,358 Ordinary shares of £0.0001-each 1,641 - 1,641

Thére were nd friovemeiits in the Gompany’s ordinary shares dufing the year (2016: none).
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DEEPMIND TECHNOLOGIES LIMITED

Notes to the Financial Statements

For the year ended 31 December 2017

16. Business ¢ombinations

In August 2017, the Company acquired intallectual property assets’for & cash cohslderation of
£3,314,280, The transaction was accounted for as a business combination. The Identlﬂable intangible

assets were measured at falr value of £1,157, 140. The goodwall of £1, 157 140 was generated from
this tranisaction (riote-10).

None of the goodwiil recogriised Is expected to be deductible for income tax purposes.
Assets acquilred aind llabilitles assumed
The fair values of the identifiable assets as at the date of acquisition were as follows;

Fair vaiuie fecognised
on acqulsition

£
Intellectual Property 1,157,140
Total identifiable.net assets at fair value (note 10) , 1,157,140

The lntellectual propeity was fully amortised as at the year ehd, No impairment of goodwill was
identified at-31 December 3017.

17. Parent unidertaking and controlling party-

The Companys ultimate holding company Is Alphabet Inc., a company lncorporated In the United
States of America, whilé its' immediate parent undertakmg and controlling party is Googlé Ireland
Holdirigs Unliited Compariy, a company incorporated in the Republi¢ of iréland.

Alphabet Inc. Is the smallest and largest group into which these financial ‘statements are consolidated.
The corisolidated firianicial statements are available to the public. and may be obtained from 1600
Amphitheatre Parkway, Mountain View, CA 94043, United States of Amerlca of Gan be obtained fram
the investor relations webslte at https: /abc. xyz/mvestor

THe Company has talien advantage of the exemption under FRS 101 not to discldse transactions with
fellow wholly owned subsidiarles.

18. Post balance sheet events

There were rio significant évents since the year end date or to the date of approval of the financial
statements that require adjustments to or disclosure In the financial statements.
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