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Monotype Limited
Company number 02663485 for the year ended 31% December 2019

Strategic report .

The directors preseni their strategic report for the year ended 31 December 2019.

Review of the business

" The company'’s principal activity is the desngn, manufacture and marketing of typefaces and other type

related products. There have been no changes in these activities during the year.

The company’s turnover decreased by 14.54% to £16,911,974 (2018 — £19,789,719). The business shows
sustained performance in both its Enterprise sales (ES) and Original Equipment Manufacturer (OEM)
markets and has the benefit of intercompany revenue from the recharge of Olapic Opex costs. The fall in
revenue is mainly related to drop in intercompany revenue due to reduction in Olapic Opex costs. Gross
margin was 69.21% in 2019 (2018 — 76.08 %). The fall in gross profit is related to reduction in Olapic

intercompany revenue & product mix of fonts sold during the year.

Results

The loss for the year after taxation amounted to £263,132 (2018 — profit of £204,694).

Key performance indicators
The company’s key financial indicators during the year were as follows:

2019 2018 % Change
000’s 000's
Turnover (£) 16,911 19,789 -14.54%
Gross profit (£) 11,704 15,056 -22.26%
Gross margin (%) 69.21%  76.08% -9.03%
opéfating prdﬁt & ' 561 951  -41.00%
Operating margin (%) 3.32% 4.81% -30.97%

Turnover: Non- intercompany revenue increased by 1.12% mainly driven by Enterprise sales during the
year. The drop in turnover is mainly due to a reductlon in costs that are recharged to other companies in
the group.

Gross Profit: Our gross profit percentage is influenced by a number of factors including product mix,
pricing and volume at any particular time. However, our cost of OEM revenue is typically lower than our
cost of Enterprise sales revenue because we own-a higher percentage of the fonts licensed to our OEM
customers. In addition, within our Enterprise sales business the cost of our custom font design and
software as a solution based service revenue is substantially higher than the cost of our other revenue. The
relative cost of our Enterprise solutions revenue has decreased in recent perlods as efforts to sell licence
rights to more fonts that we own have been successful.

- Operating profit: Our operating profit is decreased mainly due to decrease in gross profit in the current
year. Operating expenses is down compared to last year by 21% due to personnel costs.

Principal risks and uncertainties

In relation to the financial l‘lSk management and policies of the company, the directors have concluded that
the company will be able to continue funding its activities through its cash reserves and retained profits.
The company’s ultimate parent has established a risk and financial management framework whose
primary objectives are to protect the company from events that hinder the achievement of the company’s
performance. The objectives aim to limit undue counterparty exposure, ensure sufficient working capital
exists and monitor the management of risk at a Company level. The risks identified that could affect the
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Strategic reporl (continued)
financial performance of the company include the following:

Pricing risk :

We derive a substantial majorlty of our revenue from a llmlted number of licensees, and if we are unable
to maintain these customer relationships or attract additional customers, our revenue will be adversely
affected.

" We face pressure from our customers to lower our licence fees and, to the extent we lower them in the
future, our revenue may be adversély affected.

Technological risk
Our success depends on the existence of a market for products that incorporate our text imaging solutions.

Competmve risk
We face significant competition in various markets, and if we are unable to compete successfully, our

ability to generate revenue from our business could suffer.
\.,

Open source soﬂware may make us more vulnerable to competition because new market entrants and
existing competitors could iritroduce similar products quickly and cheaply.

Our business is dependent in part on technologies and fonts we llcense from third part|es and these
licence rights may be inadequate for our business.

Exposure to foreign currency risk :

We conduct a substantial portion of our business outside the United ngdom and in several currencies
including Euros and US Dollars and, as a result, we face foreign currency risks related to engaging in
international business.

The directors will continue to monitor these risks.
UK exit from the European Union (“Brexit’’)

Although uncertainty remains as to the outcome of the negotiation between the UK and the EU over its
trading arrangements, the company has considered the impact to the business and does not foresee a
material adverse impact on day-to-day operations.

Cyber risk |

We have an internal team in the US which monitors.and- protects our systems agamst Internet related
threats across the group.

Climate change

The company has considered the impact to the climate change and does not foresee any significant lmpact
on its operations.

Impact of Covid-19

The impact of Covid-19 has been felt across all industries and economies and Monotype is no exception.
Our key pipeline and growth potential is held within Enterprise Solutions (ES) and when customer budgets
are tightened, we see an impact on new business. This was particularly prominent in markets such as
France and Spain at the end of Q1 2020 and heading into Q2.

Revenue: Despite the circumstances, we have attained 84% of enterprise solutions revenue budget for H1
2020 and there is a strong pipeline for H2 2020. '
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Strategic report (continued)

Operating expenses: Cost saving initiatives were already underway prior to Covid-19 and have been
realised through consolidation of our office space to the TEA building in Shoreditch, the assngnment of the
lease for former Shoreditch office was completed in May 2020.

Future developments

Given the continuing uncertain economic conditions the directors are focusing on controiling costs while
developing new products so that the business is well placed to take advantage of the rapid technological
changes in the industries in which it operates.

‘However, we have benefited from customers being forced to expedite plans to digitise and we are able to
* assist on both the marketing and branding side with our products.

We also have strong agency relationships who continue to serve the enterprise during these unprecedented
times. They remain optimistic about the company s longer-term prospects and growth potential and ablhty

to win new contracts. ;

Details of significant events smce the balance sheet date are contained in note 17 to the financial
statements.
Approved by the Board and signed on its behalf by:

Jan Christopher Kollat
Director .
Date  24% Se-ptember 2020

- 2:05, The Tea Building, 56 Shoreditch High Street, London E1 6JJ .
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‘Directors’ report

The directors present rheir report and audited ﬁnancial statements for the year ended 31 December 2019.
Dividends’ . | .

The company did not declare a dividend from retained earnings during the year (2018 — £nil).

Going concern A '

The company’s business activities, together with the risk factors likely to affect its future development, its
financial position.and its exposure to price, foreign exchange movement, technological risk and
competitive risks are described in the Strategic report on pages 3-4. The company, and the group of which
it is part, has considerable financial resources, together with long-term contracts and relationships with
customers and suppliers across different geographic areas. Furthermore, the company has no external debt
and has positive net current assets £13,054,879 and positive shareholders’ funds £6,341,679 at the year-

" end date. As a consequence, the directors believe the company is well placed to manage its business risks
successfully despite the current uncertain economic outlook. The directors believe that the company is
well placed to manage its business risks successfully despite the current uncertain economic outlook
related to Covid-19. Despite the circumstances, Enterprise sales revenues were £5.09m at the end of Q2
2020 representing 84% attainment to budget and there is a strong pipeline identified for H2 2020. The
company had a cash balance of £923k at the end of Q2 2020.The directors have a reasonable expectation
that the company has adequate resources to continue in operational existence for the foreseeable future.
They have therefore continued to prepare the accounts on a going concern basis.

Directors '
The directors who served the company durmg the year up to the date of signing, except as noted as
follows: '

J H McCallum (retired 30 June 2019)
J C Kollat (appointed 25 March 2019)
S E Landers

Future developments ‘

. Details of future developments can be found in the Strateg‘ic Report on page 3.
Financial risk management objectives- '
Details of financial risk management objectives can be found_in the Strategic Report on pages 3 and 4.
Directors’ Indemnities | .
The company has no policy of indemnities for the benefit of its directers.
Political and charitable contributions
The company madevno such contributions in eithert year.

Events after the balance sheet date

Details of significant events since the balance sheet date are contained in note 17 to the financial
statements. '

Auditor \
Each of the persons who is the director at the date of approval of this report confirms that

o  So far as the director is aware, there is no relevant audit information of which the Company’s
auditor is unaware; and

e the director has taken all the steps that they ought have taken as a director in order to make
themselves aware of any relevant audit information and to establish that the company ’s auditor is
aware of that information.
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Directors’ report (continued)

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the
. Companies Act 2006.

A resolution to reappoint Deloitte LLP will be proposed at the forthcoming Annual General Meeting.

Approved by the Board and signed on its behalf by:
Jan Christopher Kollat

Director

Date 24™ September 2020

2:05, The Tea Building, 56 Shoreditch High Street, London E1 6JJ
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Statement of directors’ responsibilities

The dlrectors are responsible for preparing the Strategic Report, the Directors’ Report and the fmanclal
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law
the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law)
including FRS101 ‘Reduced Disclosure Framework’. Under company law the directors must not approve
the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of
the company and the profit or loss of the company for that period.

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

select suitable accounting policies and then apply them consistently;
make judgements and accounting estimates that are reasonable and prudent;
state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and

o prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006. They are also responsible for safeguarding the assets of the company and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MONOTYPE
LIMITED

‘Report on the audit of the financial statements

Opinion
In our opinion the financial statements of the company Monotype Limited

e give atrue and fair view of the state of the company’s affairs as at 31st December 2019 and of its
loss for the year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, including Financial Reporting Standard 101 “Reduced Disclosure
Framework” “The Financial Reporting Standard applicable in the UK and Republic of Ireland”;
and

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

\

We have audited the financial statements which cdmprise:

the Income statement;

the statement of comprehensive income;
the statement of changes in equity;.

the balance sheet; and;

the related notes 1 to 21.

The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 101 “Reduced Disclosure
Framework” applicable in the UK and Republic of Ireland” (United Kingdom Generally Accepted
Accounting Practice).

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 audltor s
responsibilities for the audit of the financial statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, including the Financial Reporting Council’s (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 approprlate to provide
a basis for our opinion.

Conclusions relating to going concern
We are required by ISAs (UK) to report in respect of the followmg matters where:

e the directors’ use of the going concern basis of accounting in preparatlon 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 accounting for a period of at least 12 months from the date when the financial
statements are authorised for issue.

We have nothing to report in respect of these matters.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MONOTYPE
LIMITED (CONTINUED) .

Other information .

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

Tn 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 misstatément 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 respect of these matters.

Responsibilities of directors

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

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the company or to cease
operations, or have 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 misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the
FRC’s website at: www.frc.org.uk/auditorsresponsibilities. This description. forms part of our auditor’s
report.

Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

o the information 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

o the strategic report and the directors’ report have been prepared in accordance with applicable
legal requirements. :

In the light of the knowledge anid understanding of the company and its environment obtained in the
~ course of.the audit, we have not identified any material misstatements in the strategic report or the
directors’ report.

10.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MONOTYPE
LIMITED (CONTINUED)

Matters on which we are required to report by exception

Under the Companies Act 2006 we are requlred to report in respect of the followmg matters if, in our
opinion:
¢ adequate accounting records have not been kept or retums adequate for our audit have not been
received from branches not visited by us; or : :
o the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.

¢

Use of our report
This report is made solely to the company’s members, as a body, in accordance. wnth Chapter 3 of Part 16
of the Companies Act 2006. Our audit work has been undertaken so that we mlght 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.

David Perry, ACA (Senior statutory auditor) >
For and on behalf of Deloitte' LLP (
' Statutory Auditor |
London, United Kingdom
2l September 2020

11
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Income Statement

For the year ended 31 December 2019

2019 2018
Notes . £ . £
Revenue ' o .3 16911974 19,789,719
Costofsales (5,207,050)  (4,732,723)
Gross profit 11,704,924 15,056,996
Distribution costs ’ ' (7,280,121) (11,352,366)
Administrative expenses . : (3,863,205) (2,753,277)
Operating profit . 4 561,598 951,353
Finance costs - ’ 8 (765,458) (634,248)
Loss before taxation / . o ' B (203,860) 317,105

Tax on loss ‘ i 9 (59,272)  (112,411)

(Loss)/Profit for the financial year attributable to the
owners of the company :

(263,i32) 204,694

Revenue and operating profit are all derived from continuing operations.

12
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Statement of comprehensive income

- For the year ended 31 December 2019

(Loss)/profit for the financial year
Deferred tax on share-based payments

Total comprehensive (Loss)/Income attributable to the

owners of the company

2019 2018

£ £
(263,132) 204,694
26,299 (26,057)
(236,833) 178,637

13
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Monotype Limited
Company number 02663485

Statement of changes in equity
For the year ended 31 December 2019

5

Capital
Share contribution Retained Total
.capital reserve = earnings Equity
£ £ £ £
At 1 January 2018 100 -~ 6,542,364 5,984,415 12,526,879 -
Changes in Accounting policy — Note 1 . 409,251 409,251
Deferred tax on share-based payments - - (26,057) (26,057)
Profit for the year ' . - - 204,694 204,694
Total comprehensive income for the year - ' - 178,637 178,637
Share option charge r 2,510,759 - 2,510,759
At 1 January 2019 100 9,053,123 6,572,303 15,625,526
Change in accounting policy — [FRS 16 . (26,764) (26,764)
(Loss) for the year . ' ' (263,132) (263,132)
Deferred tax on share-based payments 26,299 26,299
Total comprehensive income/(loss) for the year - - (236,833) (236,833)
Share option charge - 620,121 _ 620,121
At 31 December 2019 100 9,673,244 6,308,706 1‘5,982,050

Capital contribution relates to the employee share-based expense which were listed in the US stock
exchange. '

14
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Company number 02663485

Balance sheet
As at 31 December 2019 .

Non-current assets
Intangible assets - Goodwill
Intangible assets - Other
Tangible assets

Current assets

_Cash and bank balances
Debtors

Deferred tax

Current liabilities

1
Creditors - amounts falling due within one year
Provisions

Net current assets .
Total assets less current liabilities

Non-current liabilities
Creditors: amounts falling due after more than one year

Net Assets

Equity‘

Called up share capital
Capital contribution reserve
Retained earnings

Total Equity attributable to the owners of the
company .

Notes

10

11
12

13

14
14

2019 2018
£ £
1,595,870 1,595,870
632,546 886,075
1,938,943 268,145
4,167,359 2,750,090
612,491 4,998,656
©23.632,620 21,575,168
31,306 2.456
24276417 26,233,306
(11,051,012)  (10,902,404)
(203,500) (157,500)
11254512 11,059,904
13,021,905 15,516,376
17.189.264 18,266,466
(1207218)  (2,640,940)
15,982,050 15,625,526
100 100
9,673,244 9,053,123
6,308,706 6,572,303
15,982,050 15,625,526

These financial statements of Monotype Limited, registered number 02663485, were approved by the

board of directors and authorised for issue on 24" September 2020 and signed on its behalf by:

Girtdoghar kalat

EF224D25TFAAAAS...

Jan Christopher Kollat

Director

15
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Company number 02663485

Notes to the financial statements

1. General Information
Monotype Limited (the company) is a private company limited by shares incorpdrated in the United
Kingdom under the Companies Act 2006 and is registered in United Kingdom in which Company is
incorporated in England and Wales. The address of the Company’s registered office is shown on page 2.

The nature of the Company’s operations and its principal activities are set out in the strategic report on
page 3. ) .

These financial étatemenfs were prepared il accordance with Financial Reporting Standard 101 Reduced
Disclosure Framework (FRS101) and in accordance with applicable accounting standards.

The Company’s financial statements are presented in Pound Sterlmg which is the currency of the primary
economic environment in which the Company operates .

The Company has taken advantage of the exemption under 5.400 of the Companies Act 2006 not to

. prepare group accounts as it is-a wholly-owned subsidiary of a US Group. The results of Monotype
Limited are included in the consolidated financial statements of Marvel Parent LLC, 1950 University
Avenue - Suite 350, Palo Alto, CA 94303. : \

The principal accounting policies adopted by the Company are set out in section 2.

2. Significant Accounting policies
2.1 Basis of Accounting

The Company meets the definition of a qualifying entity under FRS 100 ‘Application of Financial
Reporting Requirements’ issued by the FRC. Accordingly, these financial statements were prepared in
accordance with Financial Reporting Standard 101 ‘Reduced Disclosure Framework’.,

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under
that standard in relation to share-based payment, financial instruments, capital management, presentation
of comparative information in respect of certain assets, presentation of a cash flow statement, standards
not yet effective, impairment of"assets and certain related party transactions

Where relevant, equivalent disclosures have been given in the Group financial statements of Marvel Parent
LLC. A copy of the Group financial statements can be requested from Marvel Parent LLC, 1950
University Avenue - Suite 350, Palo Alto, CA 94303.

The financial ‘statements have been prepared on the historical cost basis, except for the revaluation of
certain properties, financial instruments and investment property that are measured at revalued amounts or
fair values at the end of each reporting period, as explained in the accounting policies below. Historical
cost is generally based on the fair value of the consideration given in exchange for the goods and services.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market part1c1pants at the measurement date, regardless of whether that price is
directly observable or estimated using another valuation technique. In estimating the fair value of an asset
or a liability, the Company takes into account the characteristics of the asset or liability if market
participants would take those characteristics into account when pricing the asset or liability at the
measurement date. Fair value for measurement purposes in these financial statements is determined on
such a basis, except for share-based payment transactions that are within the scope of IFRS 2, leasing
transactions that are within the scope of IAS 17, and measurements that have some similarities to fair
value but are not fair value, such as net realisable value in IAS 2 or value in use in IAS 36.

16
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Monotype Limited
Company number 02663485

‘2.2 Judgements and key sources of estimation uncertainty

The preparation of financial statements requires management to make judgements, estimates and
assumptions that affect the amounts reported for assets and liabilities as at the balance sheet date and the
amounts reported for revenues and expenses during the year. However, the nature of estimation means that
actual outcomes could differ from those estimates.

The following judgements (apart from those involving estimates) have had the most significant effect on
amounts recognised in the financial statements:

" Judgements

a) Development costs :

Development costs are capitalised in accordance with the accounting policy given below. Initial
capitalisation of costs is based on management’s judgement that technological and economic
feasibility is confirmed, usually when a product development project has reached a defined milestone .
according to an established project management model. In determining the amounts to be capitalised
management makes assumptions regarding the expected future cash generation of the assets, discount
rates to be applied and the expected period of benefits. Refer note 11 for cost and amortisation details
of development costs.

Estimates

a) Management judgement is required to determine the amount of deferred tax assets that can be
recognised, based upon the likely timing and level of future taxable profits together with an
assessment of the effect of future tax planning strategies. Further details are contained in note 9.

b) Impairment of non-financial, non-monetary non-current assets. Where there are indicators of
impairment of individual assets, the Company performs impairment tests based on a value-in-use
calculation. The value in use calculation is based on a discounted cash flow model. The cash
flows are derived from the future budget and do not include restructuring activities that the
Company is not yet committed to or significant future investments that will enhance the
performance of the cash generating unit being tested. The recoverable amount is most sensitive to
the discount rate used for the discounted cash flow model as well as the expected future cash
flows and the growth rate used for extrapolation purposes.

2.3 Significant accounting policies

a) Foreign currency translation

" The company’s financial statements are presented in pound sterling, which is also the company’s
functional currency. :

Transactions in foreign currencies are initially recorded in the entity’s functional currency by
applying the spot exchange rate ruling at the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional
currency rate of exchange ruling at the balance sheet date. All differences are taken to the income

statement.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
- using the exchange rates as at the dates of the initial transactions.

17
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Monotype Limited

' Company number 02663485 . .
A

b) Intangible assets and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is
measured as the aggregate of the consideration transferred, measured at acquisition date fair value and
the amount of any non-controlling interest in the acquiree. The choice of measurement of non-
controlling interest, either at fair value or at the proportionate share of the acquiree's,identifiable net
assets, is determined on a transaction- by-transactlon basis. Acquisition costs incurred are expensed
and included in administrative expenses.

Paragraph 22 of Schedule 1 to the Regulations requires goodwill to be reduced by provisions for
depreciation on a systematic basis over a period chosen by the directors, its useful economic life.
However, under IFRS 3 Business Combinations goodwill is not amortised. Consequently, the
company does not amortise goodwill, but reviews it for impairment on an annual basis or whenever
there are indicators of impairment. Had the company amortised goodwill a period of nine years would
have been chosen as the useful life for goodwill. The profit for the year would have been £177,319
(2018: £177,319) lower had goodwill been amortised in the year.

Goodwill is initially measured at cost being the excess of the aggregate of the acquisition-date fair
value of the consideration transferred and the amount recognised for the non-controlling interest (and
where the business combination is achieved in stages, the acquisition-date fair value of the acquirer's

' previously held equity interest in the acquiree) over the net identifiable amounts-of the assets acquired
and the liabilities assumed in exchange for the business combination. Following initial recognition,
goodwill is measured at cost less any accumulated impairment losses. Goodwill is not amortised but
reviewed for impairment annually, or more frequently if events or changes in circumstances indicate
the carrying value may be impaired.

For the purpose of impairment testing, goodwill acquired in a busines$ combination is, from the
acquisition date, allocated to the one relevant cash-generating unit and tested for impairment by
comparing carrying value of cash- generatmg unit against value in use.

* When the Company acquires a business, it assesses the financial assets and liabilities assumed for
appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date.

Internally generated intangible assets, excluding capitalised development costs, are not capitalised and
expenditure is reflected in the income statement in the year in which the expenditure is incurred.

The useful lives of intangible assets are assessed to be either finite or indefinite. Amortisation is
recognised on a straight-line basis over their estimated useful lives for finite intangible assets.
Intangible assets with finite lives are amortised over the useful economic life (nine years unless
otherwise stated) and assessed for impairment whenever there is an indication that the intangible asset
may be impaired. The amortisation period and the amortisation method are reviewed at least at each
financial year end. Changes in the expected useful life or the expected pattern of consumption of
future economic benefits embodied in the asset is accounted for by changing the amortisation period
*or method, as appropriate, and are treated as changes in accounting estimates. :

Gains or losses arising from de-recognition of an intangible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognised in the
income statement when the asset is de-recognised.
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¢) Research and development costs

Research costs are expensed as incurred. Development expenditure on an individual project is
recognised as an intangible asset when the Company can demonstrate thie technical feasibility of
completing the intangible asset so that it will be availabie for use or sale, its intention to complete and
its ability to use or sell the asset, how the asset will generate future economic benefits, the availability
of resources to complete the asset and the ability to measure reliably the expenditure during
development. -

Following initial recognition of the development expenditure as an asset, the cost model is applied
requiring the asset to be carried at cost less any accumulated amortisation and accumulated
impairment losses. Amortisation of the asset begins when development is complete and the asset is
available for use. It is amortised evenly over the period of nine years. During the period of
development, the asset is tested for impairment annually.

d) Investments
Investments.in subsidiaries are held at historical cost less any applicable provision for impairment.
e) Tangible fixed assets

Plant and equipment is stated at cost less accumulated depreciation and accumulated impairment
losses. Cost comprises the aggregate amount paid and the fair value of any other consideration given to
acquire the asset and includes costs directly attributable to making the asset capable of operating as
intended. Borrowing costs directly attributableto assets under construction and which meet the
recognition criteria in IAS 23 are capitalised as part of the cost of that asset.

Depreciation is provided on all property, plant and equipment, other than land, on a straight-line basis over
its expected useful life as follows:

Short-term leasehold improvements —~ Over the term of the lease
Office equipment, fittings and computer equipment — Between 25% and 33% per annum

The carrying values of property, plant and equipment are reviewed for impairment if events or changes in
circumstances indicate the carrying value may not be recoverable, and are written down immediately to
their recoverable amount. Useful lives and residual values are revnewed annually and where adjustments
are required these are made prospectively.

An item of property, plant and equipment is de-recognised upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on the de-
recognition of the asset is included in the income statement in the period of de-recognition.

f) Provisions for liabilities

A provision is recognised when the Company has a legal or constructive obligation as a result of a
past event; it is probable that an outflow of economic benefits will be required to settle the obligation;
and a reliable estimate can be made of the amount of the obligation. If the effect is material, expected
future cash flows are discounted using a current pre-tax rate that reflects, where appropriate, the risks
specific to the liability. Where discounting is used, the increase in the provision due to unwinding the
discount is recognised as a finance cost.
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g) Leases

Company as a lessee

Leases where the lessor retains a significant portion of the risks and benefits of ownership of the asset are
classified as operating leases and rentals payable are charged in the income statement on a straight-line
basis over the lease term .

Adopiion of new and revised Standards
New IFRS Standards effective from January 1 2019:

IFRS 16 introduces a comprehensive model for the identification of lease arrangements and accounting
treatments for both lessees and lessors. IFRS 16 will supersede the current guidance onleases including
TAS 17 and related interpretations when it becomes effective for the company’s financial year ’
commencing 1 January 2019.The company used modified retrospective approach on adoption of new lease
standard.

Under IFRS 16, the distinction between operating leases (off balance sheet) and finance leases (on balance

sheet) are removed for accounting purposes and replaced with a model where a right-of-use asset and a

corresponding liability are recognised for leases by lessees. As a result, all leases will be on balance sheet

except for short-term leases and leases of low value assets.

- The right-of-use asset is initially measured at cost and ‘subsequently measured at cost less accumulated
depreciation. The lease liability is initially measured at the present value of lease payments. Subsequently,
the lease liability is adjusted for interest and lease payments. As consequence adjusted earnings before
interest, tax, depreciation and amortisation (EBITDA) will increase because operating lease expenses are
currently included in adjusted EBITDA will be recognised instead as amortisation of right-of-use asset and
interest expense on the lease liability. However, there may be an overall reduction in profit before tax in
the-early years of lease because depreciation and interest charges will likely exceed the current straight-
line expense incurred under IAS 17.

The company has undiscounted lease commitments of £1,776,704 for the Tea building lease, £435,228 for
the 141-143 Shoreditch office. The comipany recognised a right-of-use assets £1,589,971 for the Tea
building lease and £890,151 for the141-143 Shoreditch office lease. The modified retrospective approach
impact on equity was £26,764 on the 141- 143 Shoreditch office lease.

h) Financial instruments.

The Company s financial assets and llabllmes include cash, trade and other receivables, trade

payables and other liabilities, and intercompany loans. All financial assets and liabilities are -
recognised initially at fair value. A liability is generally de- recogmsed when the contract that gives
rise to it is settled, sold, cancelled or expires. '

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the consolidated
balance sheet if, and only if| there is a currently enforceable legal right to offset the recognised
amounts and there is an intention to settle on a net basis, or to realise the assets and settle the
liabilities simultaneously.

Trade and other debtors
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_Trade debtors, which generally have 30-90 day terms, are recognised and carried at the lower of their
original invoiced value and recoverable amount. Where the time value of money is material,
receivables are carried at amortised cost. Provision for impairment is made through profit or loss
when there is objective evidence that the Company will not be able to recover balances in full.
Balances are written off when the probability of recovery is assessed as being remote.

Cash at bank and in hand
Cash and short-term deposits in the balance sheet comprise cash'at banks and in hand and short-term
" deposits with an original maturity of three months or less.

Interest bearing loans and borrowings

Obligations for loans and borrowings are recognised when the Company becomes party to the related
contracts and are measured initially at the fair value of consideration received less directly attributable
transaction costs.

After initial recognition, interest bearing loans and borrowings are subsequently measured at
amortised cost using the effective interest method including the intercompany loan from the gains and
losses arising on the repurchase, settlement or otherwise cancéllation of liabilities are recognised
respectively in finance revenue and finance cost.

i) Income taxes

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to
the taxation authorities, based on tax rates and laws that are enacted or substantively enacted by the
balance sheet date. '

Deferred incon{c tax is recognised on all temporary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the financial statements, with the following exceptions:

When the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in
a transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss. . ’

Deferred income tax assets are recognised only to the extent that it is probable that taxable profit will
be available against which the deductible temporary differences, carried forward tax credits or tax
losses can be utilised.

Deferred income tax assets and liabilities are measured on an undiscounted basis at the tax rates that
are expected to apply when the related asset is realised or liability is settled, based on tax rates and
laws enacted or substantively enacted at the balance sheet date.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date. Deferred
income tax assets and liabilities are offset, only if a legally enforcement right exists to set off current
tax assets against' current tax liabilities, the deferred income taxes relate to the same taxation authority
and that authority permits the company to make a single net payment.

Income tax is charged or credited to other comprehensive income if it relates to items that are charged
or credited to other comprehensive income. Similarly, income tax is charged or credited directly to
-equity if it relates to items that are credited or charged directly to equity. Otherwise income tax is
recognised in the income statement. '

i) Revenue recognition

Under the new standard the company allocates revenue to each performance obligation in the contract
and each performance obligation accounted separately; the license revenue is recognised at the time of
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i) Revenue recognition (continued)

delivery and the service revenue is recognised over time based on their relative standalone selling
prices. The application of this provision is particularly impactful on our new Mosaic product offering
which was launched in the first quarter of 2018. This new offering bundles our traditional font
licences as Saa$ based portal, this provision resulted in some revenue from contracts signed prior to
2018 being accelerated and recorded to retained earning instead of in our operating results in 2018.

Creative Professional Revenue

Our Creative Professional revenue is derived from font licences, font related services and from
custom font design services. We license fonts directly to end users through our e-commerce websites,
via telephone, e-mail and indirectly through third-party resellers. We also license fonts and provide
custom font design services to graphic designers, advertising agencies, media organisations and
corporations. We refer to direct, indirect and custom revenue, as non-web revenue, and refer to
revenue that is derived from our websites, as web revenue. Revenue from font licences to our e-
commerce customers is recognised upon payment by the customer and the software embodying the
font is shipped or made available. Revenue from font licenses to other customers is recognised upon
shipment of the software embodying the font and when all other revenue recognition criteria have
been met. Revenue from resellers is recognised upon notification from the reseller that our font
product has been licensed and when all other revenue recognition criteria have been met. Custom font
design services are generally recognised upon delivery. Font related service revenue is mainly
subscription based and, from time to time, it may contain sofiware as a service. The subscription
revenue is recognised rateably over the subscription period. Web server and commercial rights to
online fonts is recurring revenue and is recognised upon payment by the customer and proof of font
_delivery, and when all other revenue recognition criteria have been met.

OEM Revenue . .

Our OEM revenue is derived substantially from per-unit royalties received for printer imaging and
printer driver, or printer products and display imaging products. Under our licensing arrangements we
typically receive a royalty for each product unit incorporating our fonts and technology that is shipped
by our OEM customers. We also receive OEM revenue from fixed fee licenses with certain of our
OEM customers. Fixed fee licensing arrangements are not based on units the customer ships, but
instead, customers pay us on a periodic basis for the right to embed our fonts and technology.
Although significantly less than royalties from per-unit shipments and fixed fees from OEMs, we also
receive revenue from software application and operating systems vendors who include our fonts and
technology in their products, and for font development. Many of our per-unit royalty licences
continue for the duration that our OEM customers ship

products that include our technology, unless terminated for breach. Other licenses have terms that
typically range from one to five years, and usually provide for automatic or optional renewals.
Revenue from per-unit royalties is recognised in the period during which we receive a royalty report
from a customer, typically one quarter after royalty-bearing units are shipped, as we do not have the
ability to estimate the number of units shipped by our customers. Revenue from fixed fee licenses is
generally recognised when it is billed to the customer, so long as the product has been delivered, the
licence fee is fixed and non-refundable and collection is probable. OEM revenue also includes
project-related agreements for which contract accounting, completed contract for short-term projects
and percentage-of-completion for long-term projects, may be used.

k) Share-based payments

The cost of equity settled transactions with employees is measured by reference to the fair value at the
date at which they are granted and is recognised as an expense over the vesting period. Fair value is
determined using an appropriate pricing model.
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No expense is recognised for awards that do not ultimately vest, except for awards where vesting is
conditional upon a.market condition, which are treated as vesting irrespective of whether or not the
market condition is satisfied, provided that all other performance conditions are satisfied.

Where a new award is designated as replacing a cancelled award, the cost based on the original award
terms continues to be recognised over the original vesting period. An expense is recognised over the
remainder of the new vesting period for the incremental fair value of any modification. :

) Pensions

The company operates a defined contribution pension scheme. Contributions are charged to the profit
and loss account as they become payable in accordance with the rules of the scheme.

3.  Revenue: )
Turnover, which is stated net of value added tax, represents amounts invoiced to third parties and is
attributable to one continuing activity, as stated in the strategic report.

An analysis of turnover by geographical market is given below: T 2019 2018
' £ £
,) ) .
UK ' 6,926,122, 6,367,302
Europe 4,039,854 4,053,236
¢ . ’ North America 4,806,774 7,768,741
Other . C i 1,139,224 1,600,440

16,911,974 19,789,719

4. Operﬁting profit

This is stated after charging

2019 2018

£ - £

Amortisation of intangibles 253,530 295,316
Loss on disposal of fixed assets 5,351 -
Depreciation ) 191,574 149,342
Operating leases — land and buildings ) ‘ : - 741,641
Foreign exchange loss . _ 387,404 336,576

5. Auditor’s remuneration

Fees payable to Deloitte and their associates for the audit éf the company’s annual accounts were £80,000
(2018: £80,000). There were no other services provided in current year and last year. -
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Directors’ remuneration

Aggregate remuneration in respect of qualifying services
Directors’ long-term incentive scheme

Pension contributions to defined contribution pension scheme

Number of directors who are members of defined contribution pension,
scheme ' ’

Number of directors who exercised share options

Number of directors who received shares in respect of qualifying services

“In respect of highest paid director:

Aggregate remuneration

Pension contributions to defined contribution pension scheme processed
through monthly payroll

Staff costs

Wages and salaries
Social security costs
Pension costs

T 2018

2019
£ £
406,341 393,256.
119,267 286,753
11,730 12,293
537,338 692,302
No. No.
1 2
- 1
1 2
2019 2018
£ £
525,608 647,642
T 11,730 9,815
537,338 657,457
. 2019 2018
£ £
7,038,988 10,054,667
909,874 1,600,920
288,987 297,301
8,237,849 11,952,888

. Included in wages and salaries is an expense of £620,121 (2018 - £2,510,759) ari-sing from share based

payment transactions. The average monthly. number of employees during the year was made up as follows:

Administration
Sales

Production and development

2019 2018
No. - No.

11 14
60 - 68
12 10
92

83
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8.

Finance costs

Exchange movements

Interest on intercompany borrowings and lease liabilities

Tax

(a) Tax on\ loss

The tax is made up as follows:

Current tax:

UK corporation tax for the year .
Adjustments in respect of prior years
Foreign tax

Total current tax (note 9(b))

Deferred tax:

Origination and reversal of timing differences .
Adjustments in respect of prior years

Total deferred tax

Tax (credit)/charge

(b) Reconciliation of total tax charge

The tax assessed for the year differs from the standard rate of corporation tax in the UK of 19 % (2018-

19%). The differences are explained below:

(Lossj/proﬁt before tax

(Loss)/profit multlplled by standard rate of corporation tax in the UK of 19%

(2018 —19%)

Effects of: _

Expenses not deductible for tax purposes
Adjustment in respect of prior year — Deferred tax
Share scheme deduction

Cash based awards deduction

Foreign tax credit

“Impact of changes in tax rates

Deferred tax credited/(charged) directly to equity

2019 2018
£ £
366,376 336,576
378,054 297,672
744,430. 634,248
2019 2018
£ £
55,171 -
(13,837) (37,775)
46,787 16,790
88,121 (20,985)
(42,328) 133,056
13,479 340
(28,849) 133,396
59,272 112,411
2019 2018
£ £
- (203,860) 317,105
(38,733) 60,250
9,746 71,081
13,479 340
118,121 46,501
(107,569) -
" 46,787 16,790
4979  (18,719)
26,299  (26,057)
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Adjustment in respect of prior year : (13,837) (37,775)
N Total tax (note 9(a)) ) 59,272 112,411

() Deferred tax

A deferred tax asset is recognised on the basis that future taxable profits will be available to enable all
deferred tax to be utilised. Deferred tax recognised is based on a tax rate of 17% (2018 —17%) in the
financial statements.

At 1 January 2019 ‘ ‘ 2,456

Movements through the Statement of comprehensive income _ : 28,849

Origination and reversal of temporary differences o -

Adjustments in respect of prior years ) -

Effect of changes in tax rates o : -

At 31 Deceémber 2019 SR 31,306

The deferred taxation asset recognised in the financial statements is as follows:

2019 -+ 2018

£ £

Temporary differences on unclaimed capital allowances : - (137,881) (177,572)
Share-based payment expenses L ' 125,870 123,078
Other temporary differences 43,317 56,950
- 31,306 2,456

(d) Factors that may affect future tax charges

The main rate of corporation tax is 19%, effective from 1 April 2017 and is proposed to remain 19% for
tax yéars 2020 and 2021. The deferred tax in the accounts has been recognised at the rate at which timing
differences are expected to reverse, based on the rates substantively enacted as at the balance sheet date.

10. Intangible assets. Goodwill

Per FRS 101 goodwill is con51dered to have an indefinite life in accordance with IAS 38, and is tested
annually for impairment using a discount factor of 9.25% to calculate value in use in accordance with IAS
36. After having carried out the impairment test as at 31 December 2019 the carrying value of Goodwill
remains unchanged on 31 December 2019 at £1,595,870 (2018 :£1,595,870).
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11. Intangible assets — other

12.

Develop Non- Capitalis
ment compete - ed Other
Custome Tradema Technolo agreeme DBF sub develop "intangibl
r lists rks v nts total ment es Total
£ £ £ £ £ - £ £ £
Cost or valuation:
At 1 January 2019 94,267 37,292 1,179,603 96,339 1,407,501 865,023 44,671 2,317,195
Additions - - . .- - - - -
At 31 December )
2019 94,267 37,292 1,179,603 96,339 1,407,501 865,023 44,671 2,317,195
Amortisation: :
At 1 January 2019 94,267 - 767,313 96,339 957,919 443,200 30,001 1,431,120
Charge for the year - - 137,429 - 137,429 111,103 4,997 253,530
At 31 December : .
2019 94,267 - 904,742 96,339 1,095,348 554,303 34,998 1,684,650
Net book value: '
At 31 December :
2019 - 37,292 274,861 - 312,153 310,720 9,673 632,546
At 1 January 2019 - 37,292 412,290 - 449,582 421,823 14,670 886,075

Dévelopment costs of £nil (2018 - £nil) were capitalised in 2019. There are no contractual commitments
related to the acquisition of intangible assets.

Tangible fixed assets

Cost or valuation:

At 1 January 2019
Adjustment on transition
Additions

. Disposals

At 31 December 2019
Deprecation:
At 1 January 2019

.Charge for the year

Disposals

At 31 December 2019
Net book value:

At 31 December 2019

At 1 January 2019

Office . Right t
Leasehold equipment and Computer & offz.:siet
improvement fitting equipment Total
£ £ £ £ £
413,675 135,639 532,646 1,081,960
415,405 '
63,760 68,983 . 44,959 1,589,971 2,183,078
(103,641) (41,204) (175,861) (320,706)
373,794 163,418 401,744 _ 2,005,376 2,944,332
261,610 118,009 434,196 : . 813,815
67,135 . 21,999 63,101 354,694 506,929
(101,676) -(40,601) (173,078) (315,355)
227,069 99,407 324,219 354,694 1,005,389
146,725 64,011 77,525 1,650,682 1,938,943 -
152,065 17,630 98,450 - 268,145
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The Company also capitalised all software costs as tangible fixed assets which have been reclassed to

intangibles. There are no contractual commitments related to the acquisition of tangible assets.

13. Debtors:

* Trade debtors
Loss allowance -
A Amounts owed by immediate parent undertaking
Other debtors
Corporation tax repayable

2019 |

2018
£ £
4,993,587 5,111,538
(6,621) (14,543)
17,108,041 15,444,987
1,098,501 492,904
356,741 342,974
82,371 197,308

Prepayments and accrued income

23,632,620 21,575,168

All debtors are due within one year with the exception of a long-term deposit of £462,044 (2018 —
£195,058) in favour of the landlords in the event of default by the company. :

Trade debtors
The average credit period.for customers is 30 days. No interest is charged on outstanding trade debtors.

The company review the recoverability of trade debtors and in line with IFRS 9 Financial Instruments, it
estimates a credit loss provision based on the ageing of debtors together with the factors that are specific
to the debtors financial position and economic conditions in which the debtors operate. For 2019, a .
specific provision has been created for some of the debtors with debt aged more than 90 days. The
company expects all other debts to be 100% recoverable. o

Ageing of Trade debtors
’ 2019 2018
£ £
Not due-Current . 2,022,677 1,305,862
Not past due 0-30 days-Current . 2,884,497 - 3,751,710
Past due 31-60 days . 66,407 43,770
Past due 61-90 days to one year ) ‘ . 2,585 10,196
Past due more than 90 days 17,421 . -
Total 4,993,587 5,111,538
Movement in the Allowance for doubtful debts
2019 2018
£ £
Balance as of January 1 . 14,543 -
Provisions made during the year 19,235 14,543
Provision reversed for debts written off A (15,708) -
Excess provision reversed during the year . (11,449) -
Balance as of December 31 . ' R 6,621 14,543
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14.

15.

16."

17.

Creditors: Amounts falling due within one year

2019 2018

£ £

Trade creditors 119,317 300,045
Amounts owed to fellow subsidiaries : 8,472,269 7,883,185
Other taxes and social security costs 430,208 342,466
Accruals and deferred income : 2,029,218 2,376,708
Provision . . 203,500 157,500
' 11,254,512 11,059,904

Provision of £203,500 (2018 £157,500) relates to office dilapidation accruals of £140,500 (2018:121,400)
for Salfords, (settled in 2020), £54,000 (2018: £36,000) for the 141-143 Shoredltch (settled in 2020) and

£9,000 for the Tea building (to be settled in 2023).

Amounts owed to fellow subsidiaries are unsecured, interest free and repayable on demand.

Creditors: Amounts falling due after more than one year

Events since the balance sheet date

J

2019 2018
£ £
Amounts owed to immediate parent undertaking Monotype Imaging Inc. - 2,583,368
Long term lease liability . 1,112,055 -
Deferred Revenue ’ 95,179 57,572
1,207,234 2,640,940 °
Long-term lease liability relates to property leases due to adoption of IFRS 16 in 2019.
ls§ued share capital
: 2019 2018
Allotted, called up and fully paid No. . £ No. £
Ordinary shares of £1 each . 100 100 100 100

On 6 May 2020 the Shoreditch old office lease was terminated thh no impact on 2019 accounts and going

concern.

Refer pages 4 and 5 of strategic report for the Covid -19 assessment.
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18.

Share-based payments

Eligible employees of Monotypé Limited are entitled to participate in two share-based payment
arrangements offered by the company’s (ultimate) parent undertaking, Monotype Imaging Holdings Inc.
The two current arrangements are: .

Stock Option Scheme

Awards vest over a féu‘r-year period and expire 10 years from the date of grant.

The expense recognised for the stock option scheme in respect of employees’ services received by the
company during the year to 31 December 2019 was £2,584 (2018 — £50,587)..

No options were granted in 2019.

The weighted average exercise prxce (WAEP) of, and movements in, share options during the year was as
follows: .

Weighted-average
o Number of shares exercise
' price per share

QOutstanding at 1 January 2019 . : - 38,279 $20.64
Granted : ) - -
Transferred o

Exercised ) (18,603) $19.85°
Cancelled ' (19,676)

Outstanding at 31 December 2019 . - -
Exercisable at 31 December 2019 : - -

Restrictéd Stock Awards

Restricted stock is granted at nil cost and vests over a four-year period. Holders of restricted stock are
entitled to dividends on unvested holdings but may not dispose of stock until vesting.

The expense recognised for the Restricted-Stock Award scheme in respect of employees’ services received
by the company during the year to 31 December 2019 was £616,091 (2018 — £2,473,494).

The movements in restricted stock awards during the year were as follows:

Number of
shares

Outstanding at 1 January 2019 ‘ 72,821
Granted ’ : , 1,200
Vested . (32,814)
Cancelled ‘ ’
Transferred .
Outstanding at 31 December 2019 41,207
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19.

Restricted Stock Units

Restricted stock is granted at nil cost and vests over a four-year period. Holders of restricted stock are :
entitled to dividends on unvested holdings but may not dispose of stock until vesting.

The expense recognised for the Restricted Stock Unit scheme in respect of employees’ services received

by the company during the year to 31 December 2019 was £1,446 (2018 — £13,483).

The movements in restricted stock awards during the year were as follows:

Number of
shares

Outstanding at 1 January 2019 ' 4,774
Granted B _
Vested (208)
Cancelled . ‘ ‘ (4,566) -
Transferred . .
Outstanding at 31 December 2019 o -
Leases

Right to use of asset

£
Cost or valuation:
At | January 2019 - restated . 890,151
Additions 1,589,971
Disposals ' )
At 31 December 2019 : ' 2,480,122
Deprecation:
At 1 January 2019 - restated 474,746
Charge for the year 354,694
Disposals g ' .
At 31 December 2019 829,440
Net book value: S :
At 31 December 2019 _ - .1,650,682
At 1 January 2019 415,405 -

The leases include 2 buildings used for office space in Shoreditch. The average lease term is 4.5 years
(2018: 5 years). . .
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Amounts recognised in profit and loss : . 2019 - 2018
' £ £

(Restated)

Depreciation expense on right-of-use assets 354,694 178,030
Interest expense on lease liabilities ' ' ‘ 65,539 23,132

The maturity of lease liabilities at 31 December 2019 were as follows: '

2019
£
2020 ‘ ‘ 599,747
2021 ‘ . ! 459,419
2022 ) ' 444976
2023 : ‘ . 333,732
Effect on discounting : (142,306)
Total discounted lease liability ) ) 1,695,568
Aged as:
Short-term lease liability - . . : 583,513
Long-term lease liability . . - 1,112,055
Total ' 1,695,568

20. Related party transactions

Advantage has been taken of the exemption available under IAS 24 from disclosing transactions with
other members of the group since 100% of the voting rights are held by the group and consolidated
accounts for the ultimate parent company are filed in the United States.

AN

21. Ultimate parent undertaking and controlling party

The immediate parent undertaking is Monotype Imaging Inc, a company incorporated in Delaware, USA.
The ultimate parent and controlling party undertaking of the largest group including the company is

Marvel Parent LLC, 1950 University Avenue - Suite 350, Palo Alto, CA 94303, incorporated in USA. The
registered address is same as the address of the controlling party.
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