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Adobe Systems Europe Limited

STRATEGIC REPORT

The dlrectors set out their strateglc report for the year ended 30 November 2017 below.
Principal activities '

- Adobe Systems Europe Limited (the “Company”) is a member of the Adobe Systems Inc group. The principal
activity of the Company during the year was sales solicitation and marketing of Adobe products on behalf of
a group member company. its revenues are derived 100% from fellow group companies in accordance with
. service agreements with those entities. ’

" Review of performance of the business and its financial posntron including- key performance
indicators

Bmh the Ievel of business and the year-end financial position were satisfactory with profit on ordinary
activities before taxation of £9,449,000 (2016: £7,730,000). The Company recorded a profit after tax
£7,989,000 for the year (2016: loss £4,181,000) in its Profit & Loss account. Turnover increased by 16%
compared with 2016. Average headcount increased to 652 (2016: 603). The Company remains in a strong
fi nancial position with net assets of £31,427,000 at 30 November 2017 (2016: £16,105,000).

On 1 April 2017, the company purchased the trade, assets and liabilities of TubeMoguI UK Limited for
: £238 /475. This resulted in a small increase in activity.

Future development

The Company is expecting its operations to remain stable for the near term but is dependent on current
economic climate changes.

Principal risks and uncertainties facing the Company

Credit risk
The Company trades with a small number of group companies and credit risk is deemed to be low

)

Currency risk
The majority of revenues and purchases are in GBP so currency risk is deemed to be low.

Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meetmg obligations assocuated with financial
liabilities. The Company aims to mitigate liquidity risk by managing cash generation by its operations,
ensuring there are adequate funds to meet potential liabilities.

Cash flow risk .
Cash flow risk is the risk that inflows and outflows of cash and cash equivalents will not be sufficient to
finance day-to-day operations of the Company. The Company manages cash flow risk by maintaining funds
to enable it to meet its liabilities as they fall due

On behalf of the board

/@& JAS I

Keith San Felipe

8 August 2018



Adobe Systems Europe Limited

DIRECTORS' REPORT
The directors pr.esent their. difectors" report-and financial siatemefits for thé year ended.30 November.2017.

_ 'Results and dlvidends

‘Thé. results far the yedr.ended 30 November 2017:ate showiin the. proﬁt and loss account on page- 9. The.
‘Company. neither declared nor paid-a dmdend to its’ parent durlng the. year (2016 £ nil)..

:Re's'ea'r,ch and-development.

The,-.Cbmp‘anyUn.denakes,Iimit_ed.fes'ear,ch ‘and development activities:

Post balance sheet events

There. have been no material post balance sheet. events whlch would requare ad)ustment 1o, or disclosure’
in, the fi nancnal statements.,

: Diﬁr,e'cftdrs
The directors: who:served the Gompany during-the year were as follows:’

Tracy Hanson  (US)

‘Christian’Keim:  (UK) - : .

Richard Rowiey  (US). R ) A
Keith.San'Felipe  (US) ' ' C ‘ :
On-30 January 2017, Richard Rowley resrgned as a.diréctor of the Company and Tracy Hanson was
-appomted as a director ofthe: Company .

The Company is a wholly-owned subsrdlary of a company mcorporated outsrde Great Bntam Dunng the

:provnswn for- the benef t of all the drrectors of the Company

Statement of dis¢losure of ’ih'fbnn'a'tibn to aditors
The directors confirm. that, so far:as each’ person who was a director-as at'the-date of approving thls report
is -aware:..

there'is norelevant audit'information of which the Company’s auditors: are' unaware;. and '
each director has taken all the steps- that they-ought. 16 have taken as.a dlrector in ofder {o: make
themselvés: aware of. any relevant audit-information and to establlsh that the Companys Hlditors are
aware of that information.

Books of account

The ‘measiifes: taken by thé. directors ‘o secure. compllance With the Companys obhgatlon R(c} keep proper
booksiof:account are the use.of: appropnate systems and procedurés and employrent: of. competent persons.
“The books-of.account-are: keptat-Adobe- Systéems Software treland Limited, 4:6 Rrverwalk . Citywest Business
Park, Dublin; D24DCWO, Ireland .

»Pol'i.ti‘cal donations

‘Thie. Company: miade no'polifical donations duringthe year.

-Pollcy and. practice-of payment

The Company endeavours to: ‘agree terms. of payment ‘with suppliers pnor to: placnng business.. This: ensures
that suppliers: are-aware:of the terms-of payment in advance. It is the Company‘s ‘policyto-payté agreed
terms.
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Adobe Systems Europe‘ Limited

DIRECTORS' REPORT - continued )

Employees

Disabled Employees

The Company has an equal opporunity policy in place which extends to disabled persons. This reflects the
Company’s philosophy that people should be treated fairly and with dignity, and that the Company must -
continue to value and benefit from a wide diversity of ideas, perspectives and backgrounds. It is Adobe’s
policy to base all employment decisions, both in terms of recruitment and employment decisions relating to
individuals after hiring, on the principles of equal employment opportunity, without regard to disability (or
indeed other classifications protected by applicable law). The Company will also make reasonable
adjustments in relation to disabled employees and job applicants to ensure, in so far as is reasonably
possible, that they are not disadvantaged by their disability.

Employee Consultation and involvement

The Company consults with its employees. where required by law and as otherwise appropriate in relation to
matters which impact on them. All employees are invited to regular communications in which the financial
performance of business units, and the Group as a whole, are discussed as well as key business initiatives. -
and priorities. All employees also have.access to the Company intranet which contains further information
on company initiatives, priorities and performance, and managers are expected to have regular meetings
and discussions with employees throughout the year.

.-

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and KPMG
will continue in office: : ‘ :

Op behalf of the board

Keith San Felip@

8 August 2018




Adobe Systems Europe Limited

STATEMENT 'OF DIRECTORS" RESPONSIBILITlES IN. RESPECT OF THE DtRECTORS' REPQRT AND ’
- "THE FINANCIAL STATEMENTS

K The directors are responsrbte for prepanng the directors” report, strategic report and the financial statémeénts
in‘accordance wrth appllcable law :and regulatlons .

Compariy. |aw requtres the dlrectors to prepare financial‘statements for each financial year.. Under that law
g e getected to. prepare the-finangial statethents.in- accordance with FRS 102 The FlnanCIaI Repomng
. Standard appllcable in the UK and Republic.of treland .

‘Under company’ faw-the dlrectors must: not apprave the fi nancnal statements. unless they are satisfied that,
they give. a true-and fair view of the:assets; liabilities ‘and financial. position of the Company. and of its prof' it
.of loss for that' year: In preparingthese fi nanmal statements the directors aré réquired to:

w0 select surtable accounting pottc:es and then apply ‘them consnstently,
. make )udgements and estlmates that are reasonabte and prudent

cease’ operattons, or have no reattstrc alternatrve but to do so

The dlrectors are - respons:ble for keepmg adequate accountmg records which -disclose with reasonable:
accuracy at any tlme the assets llablllttes fi nancrat posmon and prof t or loss ot the Company and enable'

such 'nternat controls _s they determ" e,l's' necessary to enable the preparatlon of t' nancnal statements thatf .
are free:from. iaterial misstatement; whether due-to-fraud.or eiror, and- ‘have; generat responsrbnllty fortaking
such steps as:are reasonably- open 1o them: to: safeguard the ‘assets of the Company and. to prévent and
‘detect fraud and’ other-irreg larities. The directors ‘are. also: résponsibie: for: preparing a directors’ repait that,
compltes with the requtrements of the-Companies’ Act 2006 .

On behalf of the:board. .

1 \A,( \/L“Jtvx‘ /_3

Kerth ‘San Felrpe{
‘Director \

B:AUGUSE 2018




Independent auditor’s report to the members of Adobe Systems
Europe Limited

1 Report on the audit of the financial statements

Opinion

We have audited the financial statements of Adobe Systems Europe Limited (‘the Company') for the
year ended .30 November 2017, which comprise the profit and loss account and statement of other
comprehensive income, balance sheet, statement of changes in equity and related notes, including
the summary of srgmf’ icant accounting policies set out in note 1. The financial reporting framework
that has been applied in their preparation is UK Law and FRS 102 The Financial Reporting Standard
applicable in the UK and Republic of Ireland.

_In our opinion, the accompanying fi f nancial statements:

e give a true and fair view of the assets, liabilities and financial position of the Company as
at 30 November 2017 and of its profit for the year then ended;.

e have been properly preparéd-in accordance with FRS 102 The FlnanCIaI Repomng
Standard applicable in the UK and Republic of Ireland; and

* have been properly prepared in accordance with the requrrements of the Companles 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. We are independent
of the Company in accordance with ethical requirements that are relevant to our audit of financial
statements in the UK, including the Financial Reporting Council (FRC)'s Ethical Standard, and we
have fulfilled our other ethical responslbllltles in accordance with these requrrements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion. '

i

We have nothing to report on gomg concern

We are required to report to you if we have concluded that the use of the gomg concern basis of
accounting is inappropriate.or there is an undisclosed material uncertainty that may cast significant
doubt over the use of that basis for a period of at least twelve months from the date of approval of
the financial statements. We have nothing to report in these respects.

Other information .

"The directors are respansible for the other information presented in the Annual Report together with
the financial statements. The other information comprises the information included in the strategic
and directors’ report. Our opinion on the financial statements does not cover the other information
and, accordingly, we do not express an audit opmron or, except as explicitly stated below any form
of assurance conclusion thereon,

Our responsibility is to read the other information and, in doing so, consider whether, based on our
financial statements audit work, the information therein is materially misstated or inconsistent with
the financial statements or our audit knowledge. Based solely on that work we have not identified
matenal misstatements in thé other information. . .

Based solely on our work on the other information;

we have not identified material misstatements in the directors’ report or the strategic report; .
in our opinion, the lnformatron given in the directors' report and the strateglc report is
* consistent with the financial statements;
¢ in our opinion, the directors’ report and the strategic report have been prepared in
accordance with the Compames Act 2006.



‘Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report to ydu if, in our opinion:

¢ ' adequate accountirig records have not been kept, of returns adequate for our audit have
not been received from branches not visited by us; or
e the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration speclf ed by law are not made; or
- we have not received all the information and explanatuons we require for our audit.

- We have nothing to réport on these matters/in regard to these imiatters.

2 Respective responsibilities and restrictions on use

Responsibilities of directors for the financial stateméhts

As explained more fully in the directors’ responsibilities staternent set out on page 6, 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 detérmine 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 statéments, 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 levéi 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 fuller description of our responsnbmtles Is provided on the FRC's websute at
www.frc.org.uk/auditorsresponsibilities :

The purpose of our audit work and to whom we owe our responsibilities

Qur report is made solely to the Company’'s members, as.a bady, 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 10 stite 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 [ members asa body, for our audit work, for
this report, or for the opimons we have formed

John Corngan Sénior Statutory Auditor ‘ : 8_ August 2018
for and on behalf of .
KPMG Statutory Auditor

1 Stokes Place :

St. Stephen's Green,

Dublin 2



- Al amgunts above relate-to continuing activities..

Adobe Systems Europe Limited -

'PROFIT AND LOSS;ACCOUNT _A'ND':S,T_ATEMENT'QF{Q'T_HER‘-‘COMPREHENSIV,E.JNGOME

Year:ended 30 November.2017 , :

: ‘ S 2017 . 2016
- : o . Notes ~ = €000 £'000

‘Turnovet - continuing opératicns - o2 130,560 113,008

Administrative-expenses’ ' . ) : ’ (121,112) (104,474)

~ Operating profit - contifitiihg operations - : 3 9,448 - 8,534

Income from other financial‘assets. - - ’ - =
Interest.payable- and similar:charges T ’ .. (804)

Profit on ordiniary.activities béfore taxation : | o 9449 - 7.730

Tax:expense on profit on ordinary activities ° . -8 (1,460) (11,911)

. Total comprehensive income / {l6ss) for the year : 7,989 (4181)

The Company had no. income.of lass in the current.or previous finaricial year otherthan thosé shown above
and-accordingly,. noseparate-statement of other comprehénsive:income or loss has:been presented.

wopis ot




Adobe Systems Europe Limited

BALANCE SHEET
As at 30 November 2017

Fixed assets
Tangible assets
Financia! assets

Current assets

Debtors

Cash at bank and in hand’

Creditors - amounts falling due within one year
Net‘ current assets

Total assets less current liabiiities
Provisions for liabilities

. Net assets

Capital and reserves

Called up share capital

Share premium account
Equity contribution from parent
Profit and loss account

Shareholders' funds - equity

11

12 .

- 14

15

2017 2016
£000 £000
7,833 835
S 1
7,834 836
44,621 35,969 -
6,331 - 2,244
50,952 38.213

(25,936) (22,858)
25,016 15,355

" 32,850 16,191
(1,423) (86)
31,427 16,105

30 30
2,312 2,074
52 52
29,033 13,949
31,427 116,105

The financial statements on pages 9 to 21 were approved by the haard of directors on 8 August 2018 and

signed on its behalf by:

'

/ CJ R ~{\,<\

Keith San Felip
Company registered number ’
SC101089

10



Adobe $Systems Edope Limited. -

STATEMENT OF CHANGES IN EQUITY

Called up Share: . Bauity * Profitand
share - premium contribution loss:
‘capital account - from parent account

£000 - €000 . E000 £000 £'000

Total .
equity’

Balance'at’30 November2015- . . 30 - . Zera 52 12381 14,517

Share-based compensation contribution . Co - . 5,769 . 5,769
Transfer fo profit-and foss account’ . o E . {5,769) 6

" Total comprehensive loss for the-yeat o . ) - - E (4,181)

Balance-at:30;:Noveriibér 2016 oo T30 T 2,014 52 16,105 -

' Issue of shares. R w0 .. 238 - 238
Share-based compensation contribution. - . ERN - - 7,085 ' = 7,095
Transférto prafit and-ioss. account: - e ' - - (7,095) 7.005 -
Total comprehensive income for the year e - ) . . 7989 7:989

Balance at:30 November 2017 . : T 30 I 52 . 29,033 3,427

1"
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Adobe Systems Europe Limited

" NOTES TO'THE FINANCIAL STATEMENTS

Statemient of accounting:policies

,BastS='df'fpreparation

Standard ap' ‘_I/cable in- the UK and Republlc of Ireland ( FRS 102 ) as |ssued it August 2014 The
FRS 102iissued-in July: 2015’ have been’ applled TF e:presentatton currency of these financial
ig.. All:amounts in the financial statements tave been rouinded to:the fearest-£1

Exémptions-forgualifying:entitiés under FRS. 102,

'The Company S ultlmate parent undertakmg. Adobe ‘Systems lncorporated‘ ASI) includes:the Company in lts
g . ..

-fi statéemen \ rlabrlnty of the.group fin 'a :statements are glven in.note
20 in’ these ﬁnancral statements the- Company is'considered to-be.a qualifying entity (for the:purposes of. this

FRS) and has applied the exemptions-available undér FRS 102 in respect ofithe follownng disclosurés:

. Reconcnllatlon of the number of shares outstandmg from the- begtnnrng to erid of the period;
» Cash Flow'Statement:and reiated notes; -and, .
. Key Management Personnel compensatlon

Asihe consolidated financial statements of ASI lnclude the dnsclosures equwalent to those requnred by FRS
102; the Company has. also takeén the exemptions: avazlable in: respect of the. following: disclosures:

e Certaln d:sclosures required by FRS!102:26: .Share. Based Payments and,
« Ceriain disclosures required by FRS.102. 11 Basic Finangial Instruments -and FRS 102:12 Other
Fmancaal IAstrument. Issues in respect ‘of ﬁnancral ‘instruments: not fallmg wtthln the. fair value
’ accountlng riiles of Paragraph 36(4) ‘of Sehedule 1.

'The Compan y proposes to continue to adopt the.reduiced dlsclosure framework:of FRS 102 inits.next financial

statements e accounting poltcles set out below: have, unless. otherwise stated been applredpons;stently
to'all periods: presented in.these fi nancaal statements. .

R'es'ea'rch"and'deVeIo'pm‘en't

Expenditure on research. :activities is- Tecognised’ in the profit.arid [oss account: as. an expense as’ lncurred .

Expenditure on development activities may be' capttallsed if the ‘product or process ‘is' technically: and

" commercially feasible and the Company inténds and has:-the technical ability. and ‘sufficient respurges to

complete development future economic beneﬁts are: probable and.if the Company-can’ measure reliably ‘the

expenditure attributable to the mtangnble asset during its development. Other development éxpenditure is

recognised-in the- profit and loss account as-an expense as incurred. Caprtallsed development.expenditure’is

-stated at cost less- accumulated amorttsatlon and less'accumulated tmpatrment iosses.

' Tangtble fixed assets

“Tangibie fixed: assets: are- stated at cost less" accumulated deprecnatlon and accumiulatéd: tmpalrment [osses:

The “ompany assesses at each reporting date whether tangrble fixed ‘assets are tmpatred Deprecratton is
chargeéd to-the- profit and loss a¢
-an.item of: tangrble fixed assets. The'estimated useful lives are:as‘follows:’

unt.on:a straight-line: basis: over: the -estiated useful iives: of each’ ‘pan.of

Leasehold:improvements , . ‘ . 'A - 20%:perannum-
Fixtures, fittings.and-equipment ’ 20% per anniim.
-Computer hardware and software- bétween:20% and 33%.per anaum.

'Deprecnatron methods useful llves and, ressdual values are rewewed rf there is'an tndtcatlon of a SIant” cant.

future economlc benef ts

12.
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‘Adobe Systems Eiirope. Lirnited

NOTES TO THE FINANCIAL STATEMENTS - continued’

1. ‘Statement of accounting policies — continued

Finangial assets,

+ Financial assefs _are recorded at'cost less.any necessary provisions*for.permanent-diminution in value.

,‘Forelgn currency . T

] ‘Transactions in. foreign: currencres are translated to the: Companys finctional currency at ‘the- forergn
‘:exchange rate- rullng at the date of the transactron Monetary assets and llabtlrtres denommated in forergn

liabi mes denomrnated m forerg currencres that are stated at~.la|r value are retranslated to the functronal
clirfency at foreign :exchange rates ruling -at the dates the: fair value was determined. Foretgn exchange
.dlfferences arising on translatron are remgmsed in the prof t-and Ioss account.

'Ernployee ’cbsns'

-Defined’ contnbullon plans and-other. Iong-ten'n employee-benef; ts

A défined contribution plan is a post-employment benefit plan under -which ‘the' Company pays fixed
" contribufiens into a 'separate -entity-and will have no legal or constructive obligation to. pay- further ‘amounts:

.fObllgatrons for contributions-to defined contribution- pension; plans are recognised as:an expense’inthie profit;

and loss: account in:the: periods during which. setvices are ferdered by émployees.

4Termmat/on benef ts

:retlrement date or to. provtde termlnatron beneﬁts as a. result of an; offer made to encourage voluntaryj
: redundancy “Termiriation benefits: are_recognised. as..an. expense if the Company has made..an offer of
voluntary redundancy, it is: probable that-the. offer will be accepted; and the number-of acceptances can be. : 3
@S rellably 1f ‘benefits are payable more than. {2 months -after the, ‘réporting -date;. then they are’
:drscounted 16 their Ppresent value.

‘ Operatmg Ieases

‘Payments (excluding costs for- servrces and. msurance) made. Uinder opérating: leases are fecognised in the. o
profit-and loss account. on a strarght-hne basis over the:term-of the. lease unless the: payments’ 1o.the lessor i E
are. structured 1o incfease in-line with ‘expécted general: inflation; in whlch case the: payments related to the,

~'structured incieases are’ recognrsed as.incurred: Lease incentives received are: recognised in proﬁt and loss:

ﬂover the-term: of the lease as.an lntegral part of the-tolal lease-éxpense.

-Provisions for liabilities.

Af provrslon rs recogmsed wllen the Company has a legal of constructuve obllgatton as a: resUIt’of a pas’t event

-effect value of meney is matenal the: amount of the provrsron is: the present value ofthe expendrlures expected
o be: requrred toisettle the oblrgatron

13



’Ad’o‘b‘ei Svs'tem.s Europe Limited

NOTES: TO “THE. FINANCIAL STATEMENTS + contlnued 3

1

Statement of. accounttng polrcres contrnued

Interest income and expense

Interest incomeé-and-interest.expense’ are recognised.in profitior loss asithey accrue. -
“Taxation

“Tax on'the: prot~ t orloss for: the year compnses ciirrént.and deferred tax, Tax:is recognised in the proﬁt and’
Jloss account . )

‘Current tax is the expected tax payable or réceivable on the taxable‘ingomie or'foss. for the year usmg tax- '
ratés enactéd or substantrvely enacted at the balanice sheet date; and any adjustment to tax ‘payable i

respect of | prevrous years..

Deferred fax:is provrded on’ tlmtng differences which. arise: from the:inclusion:of income and ‘expenses in. tax:

-agsessments in periods- different: from tligse in which they: are. reoognrsed in fhe finaricial stafemients. The. .
' followrng trmlng drtferences are not ’rovrded dlfferences between accumulated deprecratton and tax

met Deferred tax is' not recognlsed on. permanent differences ansrng because certarn types of incofne: or

.expense-are non-taxable or:are:disallowable fortax or because certaintax charges or: allowances are: greater
or smallerthan the correspondtng incorie Of-expense.

Deferred tax is. measured at the tax rate that is expected to. apply to the reversal of theé related - drfference

-using fax rates.enacted- or substantrvely ‘enacted. at.the‘balance sheet date. Deferred tax balances are nof:-
- .discounted .

‘Unrelreved tax |osses and other deferred tax assels are recogmsed only 10 the extent: that is it:probablé that

they will: be recovered agamst the reversal.of deferred:tax Itabrlrttes or other future taxable: prof its.

‘Sharé based compénsation:

The Company's ultimate-parent company-operates:an equity-settied; share-based compensation plan for its;

employees, which inc‘rudeémplo‘y.eés of the group::

ASI grants restncted stock’ units as the primary- form of -equity awards- to employees. The Executive
Compensatton Commitiee -of ASI's Board «of Diréctor§. eliminated the: Use of ‘stock .optioi grants for all
employees in ﬁscal 2012 ‘bt may chooséto’ issue-stock.optioris; in the future

~Share—based compensatren cost is measured at the grant date based on the fatr value of the award and'is

A3 currently uses the Black-Scholes: optron prrcmg modet to- determine the fair value. of employee stocki
purchase plan ( ESPP") ‘sharés. Thls fair-value is affected by the: stock prrce aswell as. assumptions regarding

a:pumber of complex and stibjective variables. These variables: inélude the: expected- stock price “volatility over
the: expected term of the-awards, actual and projected employee steck option exercrse behaviors, the risk-
free interést rate and’ expected drvrdends

_ASl:uses-a 24-month expected term, whrch approxrmates the- offenng penod AS| estrmates the: volattlrty of
rts common’ stock by using rrnplred volatility in. .market traded opttons ASl's. decision to use implied volatility
‘ : n-the abili »of acttvely traded optrons on rts commcn stock and an assessment that rmplred'

rnterest “tate on zero coupon yrelds rmplled from U S. Treasury issues: wrth remalnlng terms srmrlar 1o the
expected térm on the Options; AS}

if AShuses.different: assumpttons for. estrmatmg stock-based comipensation.expense:for ESPP shares in. future

periods-the: change in _the stock based. commpensation-€xpense could ‘materially-affect the operating income

" ‘and net income:

.14

‘does not. antlcrpate paying ariy cash dividends in the foreseeable. future:
,and therefore uses an: expected drvrdend yteld of zeroin the optron pricing modet.

Svagie L fran@sodthy




" Adobe Systems. Europe Limited '

© NOTES TO THE FINANCIAL STATEMENTS -.continued

1 Statement of accounting palicies.~continued s

National Insurance Contributions ‘'on share optlons

ithe: exermse pnce and market value of the shares |ssued The Company becomes uncondmonally liable to
pay the ‘national insurance upan exercise of the options: The Company therefore fmakes: a provision for'the
‘National Insurance contributions ‘over the vesting: period of the options' and this provrsmn i$- re:measured at,
‘each penod end unti the optlons are exercised. -

2 Turnover
Turhover:represents fees for marketing-and support services charged to-ottier group compaies..

Afi analysis of»’,turnOV,er by fgeographioal market is given below:

2017 2016
£000 £/000
. European Union (EU) . : T 126,117 108,158:
Outside EU - , o : 4443 . 4,850.
'3 Profit/ (loss) on ordinary activities' before interest and taxation 2047 2016,
' . £°000. £000
Profit/ (ioss) on. ardinary activities before interest and taxatson is.stated.
after charging / (credmng) :
Depreciation of ovined fixed assets * ‘ 25 1210
Opeérating:lease rentals: o A ‘
- Land:and buildings i . : 3‘,60'2 1,846
- Otierous ledse experise: . ' 2,369 =
Net loss or foréign cuirrency transtaion : : ) ‘ 66
Auditor's: témuneratipn: ' , :
- Auditservices I - : 21 2i -
- Non-audit:services —taxation’ R o L N R :
s

15.



‘Adobe Systems Eurcpe Limited

' NOTES:TO THE FINANGIAL STATEMENTS -:cofitinued -

4 Employeecosts . - | 2017 2016
o | £000  £000

Wages and sélaries -
~ Sacial security costs
Share based compensation expenses:

. 57,866
11,480
5,769
2,795

Pension.costs;(fiote 17)

77510

2017 2016
o S : _ ‘ _ o Number Number
The:average number of employees during.the:year was-as follows: i

Fingnce and:operations o - 55 .49
Sales and markefing - 551 . 509

Engifieering, » , - IR 45

§ Directors’ remuneration - ‘ S S| k4 2016
' ' L o £000 - £000

Emoluments.and other beriefits. - - _ R 537 1,379

“The: anigunts. in-respect of the highest paid director are as follows:

Emoluments-and other bengfits - 83 1.357

Certdin directors’ emoluments have been bome by fellow group:compainies. These directors” services to the-

‘Company.do not-occupy a significant amount of their time. and as such-these directors do not consider that
- they‘have received any remuneration for theirincidental:services to the Company: '

6. Income from other financiai assets o 2017 2016
: -£1000 ’ £1000;

Dividend incorie - ' S o , 4 .

7 Interest payable:and similar-charges 2047 " 2016

: _ v v £000 £000
Interest o late. paymenits - B -2
-'O,_t"her interest payable K N : . - . 802
‘ ' .= 804

The:other interest payable for the prior year represents a provision for iriterest:on a tax-enquiry with HMRC.

16




Adobe Systems Europe Limited

NOTES TOTHE FINANCIAL STATEMENTS - continued
8 Taxation

(a) Tax on-profit/ (ioss) 'on.ofdin‘_a“r;y"ar:'ﬁvitiee, -

:Current tax:

UK corporatuon tax

Adjustments iv respect of prior year
Total current tax charge

Deferred fax;
Reversal and origination of timing differences (note 13),
' Total tax

(b) Factors affecting tax c‘h‘arge

2017 2016
£'000 £'000
1,460 781
8). 8.647
1,452, 9,428 . .
8 2,483
1,460 - 11,911

Failowing the 2015 Budget Statemerit, the ‘main rate was reduced; from 21% 16 20% with effect. from' 1

Apnl
20% (2016 20%) The dlfferences are reconcr!ed below

Profit:an qr‘d’in.ary actjiVitiés ‘biefore taxation

Prof t-on ordinary actlvmes multrphed by standard rate of tax'of 20%
(2016 20%): ‘ .

Effécts. of: A
Incormie not'taxable for-tax purposes
Capital allowances in excéss of deprecratlon
" Pension-and. payroll. related provisions- I (provssmn reversals)
Adjustments:in respect:of priof-years
Losses carried forward
iming differences’
Tota| tax (note B(a))

15, The tax dssessed forthe year differs from.the ‘standard rate: of corporation tax in the. UK: of

2017 2016

- £'000 £1000°

9,449 7,730

1,890 1,546

{431} (714),

3 538

63 8y

8) 8,647

- 1,936

- 15T) 45:
" 1,460 ‘

17911

An November 2016, the. Company dgreed a tax Iuablhty with HMRC: due in respect of & tax; inquiry for prior
accounting: perlods up-to 30 November 2015. The setflement-was. recogmsed as ‘adjustments:in- respect of

prior years in the financial staterments: period- ended 30 November 2016.

[
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- Adobe Systems Europe Limited

"NOTES TOTHE:FINANCIAL ‘STATEMENTS - coritinued

9 Tangible assets

Computer

. hardwareand

‘software-

~ £'000

Cost:

At begmnmg of year
Additions

Disposals

3,370
1,410:

(23)

letures,' ’

éqlupme,r!.t.
£000

4,828

1 066_

Leasehold

improvements - Totall
£000: £000

7.447 12,645

S0 8,246

~(23)

2,894

20,868

At:end of year

Depreciation

At beginning of yéar )
Provided dunng the year
Disposals )

4,757

2,985

418

__(26)

1,744
142

7081 - 11,810
691 12581 |

(26)

Atend of year

3377

1,886

7,772 43,035 .

Net'book value:
At beginning of yéar

368

8

466 . . 835

At-énd of year

1,380

1,008

5445 7833

40 Financial asseéts

Cost
lnvéstment in' feilow subsidiary undertakings

2017 2016

£000. ° .£000

-At -30: November: 201 7.»the Company ‘owns 4% of the. ordmary share:capital of Adobe Systems Mtalia:SRLa
:company-incorporated-in: Italy and 1% of. Adobe Sistems Belgium BVBA, a: company incorporatéd:iii- Be!gium

The Company no longér owns:-0:05% of Adobe Systems Istanbul Software ‘Commerce: LLC; .a: company’

‘mcorporated in Turkey, following its liquidation.

The difectors”are-satisfied that the realisable vaiue of the‘investments are not less:tharni its et book value.

" 11 Debtors.

Amounts ow)ve"d by Adobe Systems-Software Ireland'Ltd. -

Amounts owed:-by Adobe Soﬂware Tradmg Company |
Other debtors

" VAT recoverable

: Prepayments

Ltd:

Prepayments -amounts falling: due after more than- + year '

~.Deferred taxatlon {note. 13)

39,993

2017 2016
€000 £000

28,270
506 4,810
825 - - 411
318 " 634

2;086. 1,064-
121 -
T2 - - 780

T aAe2

35969

Amauints diie from group compaiies are unsecured, hof-interest bearing.and are répayableion demarid.
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Adobe Systems: Europe:Limited;

NOTES TO THE FINANCIAL STATEMENTS: --continued

12 Creditors - amouns falling-due within one:year-

Amounts due to Adobé Systems. lncorporated
Trade cieditors .
‘Sagial security taxes

~ Corporation tax

13

14

Accruals-

2047
- £000.

428
1,361

4,440

1,185

- 2016
£000

2,597
2,478

3,458
7871
13,544

25,936

_ 22,858

Amounts due fo.group companies are-unsecured, non-inferest bearifig and are repayable ori demand,

Deferred tax asset

- At, beginning.of year

Movementin the year
At end of yéa .

Deferred:taxation. recogriiséd in the financial statements:is as follows:

Capital allowances in excess of:‘de'pre‘ciation_
Other timing, differences :

" Deferred taxation assét

P‘roVisiOn‘s-‘fo_r.Ii'abilities’a'rid:‘dljarge's_ '

Provision for onerous leéase
Pravision: for NIC on stock options
Provisions for liabilities:

2017

£000

780
8),

2016

.£:000

3, 263-

715
57

780

772

780

2017
£'000

1,389
34

2016:
£000

)

1,423

86

‘Followmg the purchase of the: trade assets and liabilities of TubeMogul UK Limitedin: April 2017, the: Company‘
. inherited a lease: agreemem for-additional office space in London; The office Space;was’ vacant at'the end of
period and a provision for onerous. fease ‘was made, The lease ex_prres ian December 14,2025 dnd the

Company has.an: optlon to break the Iease on December 14, 2020.

Share capital
Authonsed

500, 000 ordmary shares of £1.each (2016 500; 000)

‘Allotted called up-and fully paid .
30,003 (2016 30, 002) ordinary shares’ of £1 each

2047

£000

20‘,;.1':6.’
£:000

_ 500

30,

500

30

1 [<3




Adobe Systems Europe Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

16 ‘ Share based payments

ASt has a number of share based employee compensation plans, mcludmg restncted stock, stock purchase
and stock option plans.

FRS 102 grants certain first-time adoption exemptions from the fuli requirements of FRS 102. The Company
avails of the exemptions to requirements of Section 26 Share-based Payment paragraphs 26.18(b), 26.19 to
26.21 and 26.23, based on:

- the share-based payment arrangement concerns equity instruments.of another group entity;

~ - the equivalent disclosures required by FRS 102 are included in the consolidated financial statements of

17

the group in which the entity is consolidated.

Therefore, the disclosure of number and weighted average exercise prices of share options, restricted stock
units and employee share purchase plans are not presented. The uitimate parent undertaking, ASI, prepares
consolidated financial statements in which the entity is consolidated and which are avaitable to the public.
Details on the availability of the group financial statements are given in note 20. '

Restricted Stock Units

ASI grants restricted stock units to all eligible employees under the 2003 Equity Incentive Plan, as amended.
Restricted stock units granted as part of the annual review process vest annually over three years. Restricted
stock units granted to new hires generally vest over four years. Certain grants have other vesting periods.
approved by the ASI Board of Directors or an authorised committee of the AS! Board of Directors.
Performance awards granted to officers and key employees under the 2003 Plan cliff-vest after three years.

. Restricted stock units are valued based on the closing price of ASI’s stock on the grant date. The total grant-

date fair value, adjusted for estimated forfeitures, is recognised as an expense over the vesting period.
Empioyee Share Purchase Plans

ASl's 1997 Employee Stock Purchase Pian (the “ESPP") allows eligible employee participants to purchase
shares of ASl's common stock at a discount through payroll deductions. The ESPP consists of a twenty-four
month offering period with four six-month purchase periods in each offering period. Employees purchase
shares in each purchase period at 85% of the market value of ASI's common stock at either the beginning of
the offering period or the end of the purchase period, whichever price is lower. The ESPP will continue until
the earlier of (i) termination by the Board or (ii) the date on which all the shares available for issuance under
the plan have been issued.

Stock Option Plans.

ASi eliminated the use of stock option grants for all employees in fiscal 2012. Accordingly, no stock options
were granted during the period ended 30 November 2017 or the period ended 30 November 2016. The stack
option programme is a long-term retention programme that is intended to attract, retain and provide incentives
to talented employees, officers and directors, and to align stockholder and employee interests. Under the
2003 Equity Incentive Plan, as amended ("2003 Plan"), options can be granted to all employees, including
executive officers, and outside consultants and non-employee directors. The 2003 Plan will continue until the
earlier of (i) termination by the Board or (ii) the date on which all the shares available for issuance under the
plan have been issued and restrictions on issued shares have lapsed. Option vesting periods used in the past
were generally four years and explre seven years from the effective date of the grant.

The exercise price of the options that are issued is equal to the fair market value of the ASI common stock on
the date of grant, traded on the American NASDAQ Global Select Market.

Pension commitments
The Company participated in a defined contribution pension scheme for the year ended 30 November 2017.
Contributions are charged to the profit and loss account in the year in which they become payable. The

pension charge for the year was £3,240,000 (2016: £2,795,000). At the end of year, the Company had accrued
pension liabilities of £467,000 (30 November 2016: £nil).
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Adobe Systems Europe Limited

NQTES. TO THE FINANCIAL - STATEMENTS - continued

' 1:8."

R;'el:at';e:q party transactions Y

' Dunng the:year, {he Company made sales-to other-group compames its revenues are derived: 100% from

-An analysis of sales to related pames is: g.tven;_blevlow:

fellow greup companies in accordance with servicé agreements ‘with those enfities.

2017 - 2016

£000 - £000
Adobe Systéins Software Ireland Ltd ' o 28117 108,158
Adobe: Software. Trading Company-Ltd, o . 4,443 - 4,850 .

130,560 193,008

The: amount of outstandmg intercompany receivable. and payable balances ‘at the penod end are given in
-notes “11°and 12. Detaiis of- the availability of the. group financial statements are gwen in note; 20,

Duiring: the’ year the: Company has availed of the exemptnon inFRS" 102 Section 1.12 from the: reqmrement to
disclose key-management personnel.compensation:

19 Operatmg tease: commltments

20

21

2

'At year end, the- Company ‘had total future mmlmum off ice bunldmg lease payments: under non cancellable

operatlng leases as set out below: ]

20"1:.,7- .. 2016

‘Land and Land-and:

‘ : Buildings Buildings:

. Fooo £1000.

Lessthan one year _ ' 3,822 . 58:
Bétweeii two and five-years- A © 48,234 . 1,955
After more'than five years: , © 18,508 9,853

Total L B — .40,,564 11866

During the' year £5.971, 000 was: recogmsed in the prof it and Ioss accountin- respect of operatmg leases (2016
£1,846,000). - .

Group membership

- The Companys immediate parent. company is.Adobe Systems Benelux: BV a company mcorporated inthe.

Netherlands.

The: Company s ultimate, parent company-and controlling. party:is ASI, & company mcorporated i the United.
States. ASlis the -parent :company .of ‘the. Iargest group ;of undenakmgs for whi¢h conisolidated financial
statements aré- drawn up and of: which .Adobe-Systems: Europe ‘Limited is a member: The group: finangial
statemenits-of ASl are available to'the: publlc from 345 Park Avenue; San Jose, CA 95110 USA and from the:
parént: company (] websrte -at'wwiw.adobe.com..

~Subseq,u.ent .events

Thete:-have ‘teen: no matenal subsequent events, ‘which would requnre adjustment to, 6r disclosure in; theA
financial statements. .

-Approval of financial statemeiits

‘The ‘board of'directorsuapproved'thé.ﬁnancial_,istateme_nt‘s'>.on 8 August 2018, -
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