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Lionbndge {UK) Linuted
Directors’ report and financial statements
For the year ended 31 December 2007

Directors’ report

The directors present their annual report and the audited financial statements for the year ended 31 December 2007
Principal activities

The principal activity of Lionbridge (UK) Limited 1s the provision of technical writing, translation and interpretation
services

Review of the business and future prospects

Turnover during the year increased by 7% as the company returned to profit by winning new accounts and delivered
higher gross margins

Business performance monitors

Key Performance Indicators (KPI's) are used throughout the business to monitor, control and optimise performance
KPI[’s include turnover growth, gross profit and operating profit The company also analyses non-financial
information such as customer feedback

Risks and uncertainties

The company operates 1n a global market and therefore 1s exposed to competitive, general commercial and currency
fluctuations risks

Dividends

The directors do not propose to pay a dividend (2006 £Nd)

Directors
The directors who served during the year were as follows

I Middlemiss
CJ Wedgwood
P Doherty

R Cowan

Disclosure of information to auditors

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there 1s no relevant andit information of which the Company’s auditors are unaware, and each director has
taken all the steps that he ought to have taken as a director to make himself aware of any relevant audit information
and to estabhish that the Company’s auditors are aware of that information

L

N~

I Middlemiss Copthall Terrace
Secretary Coventry
CV12FP

10 September 2008




Lionbndge (UK) Limited
Directors’ report and financial statements
For the year ended 31 December 2007

Statement of directors’ responsibilities in respect of the directors’ report and the
financial statements

The directors are responsible for preparing the directors’ report and the financial statements in accordance with
applicable taw and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law they have
elected to prepare the financial statements in accordance with UK Accounting Standards and applicable law (UK
Generally Accepted Accounting Practice)

The financial statements are required by law to give a true and fair view of the state of affairs of the company and of
the profit or loss of the company for that period

In preparing these financial statements, the directors are required to
* select sutable accounting policies and then apply them consistently,
+ make judgments and estimates that are reasonable and prudent,

+ state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explamed wn the financial statements, and

+ prepare the financial statements on the going concern basis unless 1t s mappropriate to presume that the
company will continue in business

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any
time the financial position of the company and enable them to ensure that its financial statements comply with the
Companies Act 1985 They have general responsibility for taking such steps as are reasonably open to them to
safeguard the assets of the company and to prevent and detect fraud and other irregularities
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KPMG LLP
2 Cornwall Street
Birrmingham
B32DL

Independent auditors’ report to the members of Lionbridge (UK) Limited

We have audited the financial statements of Lionbrnidge (UK) Limited for the year ended 31 December 2007 which
comprise the profit and loss account, the balance sheet and the related notes These financial statements have been
prepared under the accounting policies set out therein

This report 1s made solely to the company’s members, as a body, in accordance with sectton 235 of the Companies
Act 1985  Qur audit work has been undertaken so that we might state to the company’s members those matters we
are required to state to them n an audstor’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 opimons we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the financial statements mn accordance with applicable law and UK
Accounting Standards (UK Generally Accepted Accounting Practice) are set out n the statement of directors’
responsibilities on page 2

QOur responsibihity ts to audit the financial statements in accordance with relevant legal and regulatory requirements
and International Standards on Auditing (UK and Ireland)

We report to you our opmnion as to whether the financial statements give a true and fair view and are properly
prepared 1n accordance with the Companies Act 1985 We also report to you whether in our opmion the information
given n the directors’ report 13 consistent with the financial statements

In addition we report to you if, in our opinion, the company has not kept proper accounting records, 1f we have not
recerved all the information and explanations we require for our audit, or if information specified by law regarding
directors’ remuneration and other transactions s not disclosed

We read the directors’ report and consider the implications for our report 1If we become aware of any apparent
risstaternents within 1t

Basis of audit opinion

We conducted cur audit in accordance with International Standards on Auditing (UK and lreland) 1ssued by the
Audiung Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements It also includes an assessment of the significant estimates and yjudgments
made by the directors in the preparation of the financial statements, and of whether the accounting policies are
appropriate to the company’s circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtan all the information and explanations which we considered
necessary n order to provide us with sufficient evidence to give reasonable assurance that the financial staternents
are free from matenal misstatement, whether caused by fraud or other irregularity or error  In forming our opinion
we also evaluated the overall adequacy of the presentation of information n the financial statements




Independent auditors’ report to the members of Lionbridge (UK) Limited
(continued)

Opinion

In our opinion

e the financial statements give a true and far view, in accordance with UK Generally Accepted Accounting
Practice, of the state of the company’s affairs as at 31 December 2007 and of its profit for the year then ended,

e the financial statements have been properly prepared 1n accordance with the Companies Act 1985, and

e the information given 1n the directors’ report 1s consistent with the financial statements
e Lw?

KPMG LLP 10 September 2008
Chartered Accountants
Registered Auditor




Profit and loss account
Sor the year ended 31 December 2007

Note

Turnover 2
Cost of sales
Gross profit
Administrative expenses
Operating profit/(loss)
Other nterest recervable and similar income 6
Profit/(loss) on ordinary activities before taxation 3
I ax on profit/(loss) on ordinary activities 7
Profit/(loss) on ordinary activities after taxation and for the

finanaial year 13

Lionbndge {UK) Limited
Durectors report and financial statements

2007
£000

9,745
(7,381)

2,364

(2.212)

152

17

169

(83)

86

For the year ended 31 December 2007

2006
£000

9,138
{7,060}

2,078

(2,339)

(261)

(250}

59

(191)

The company had no recognised gains or losses in either the current or preceding year other than the results shown

above

All results relate to continuing operations




Balance sheet
ar 31 December 2007

Fixed assets
Tangible assets

Current assets
Debtors
Cash at bank and 1in hand

Creditors Amounts falling due
within one year

Net current assets

Net assets

Capital and reserves
Called up share capital
Profit and loss account

Shareholders’ funds

Note

10

12
13

14

£000

6,493
339

6,832

(5,028)

2007

£000

83

1,804

1,887

1,549
338

1,887

Lionbridge (UK) Limited

£000

10,396
500

10,856

(9,180)

Directors’ report and financial statements
For the year ended 31 December 2007

2006
£000

85

1,716

1,801

1,549
252

1,801

These financial statements were approved by the board of directors on 10 September 2008 and were signed on 1is

behalf by
L

o~

1 Middlemss
Director




Lionbndge (UK) Limeted
Directors’ report and [inancial statements
For the year ended 31 December 2007

Notes

(forming part of the financial statements}

1 Accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered
material 1n relation to the company’s financial statements

Basis of preparaiion

The financial statements have been prepared in accordance with applicable accounting standards and under the
historical cost convention

At 31 December 2006 the inter-company balances for which confirmations had not been obtained were intra-group
creditors totalling £5,535,000 and intra-group debtors totalling £4,017,000

On 1 January 2007, all of the previously unreconciled ntra-group balances were netted off and recorded
simuitaneously n the local Lionbndge books The net effect for the UK was an intra-group creditor with a fellow
Lionbridge subsidiary

Turnover
Turnover represents the sales value of work done and 1s recorded net of value added tax
Long term contracts

The amount of profit attnibutable to the stage of completion of long term contracts s recognised when the outcome
of the contract can be foreseen with reasonable certamty Turnover for such contracts 1s stated at the cost
appropriate to their stage of completion plus attnbutable profits, less amounts recognised m previous vyears
Provision 1s made for any losses as soon as they are foreseen

Contract work 1n progress 1s stated at costs incurred, less those transferred to the profit and loss account, after
deducting foreseeable losses and payments on account ot matched with turnover

Amounts recoverable on contracts are included in debtors and represent turnover recognised in excess of payments
on account

Tangible fixed assets and depreciation

Depreciation 1s provided on tangible fixed assets at rates calculated to write off the cost, less estimated residual
value, of each asset on a straight line basis over the expected useful life as follows

Computer equipment - 3-5 years
Plant and machinery - 3-5 vears
Fixtures and fittings - 3-5 years

Research and development
All development expenditure 1s written off to the profit and loss account n the pertod m which it 15 ncurred
Penston costs

The company operates a contributory money purchase personal pension scheme The assets of the scheme are held
separately from those of the company (n a separately administered fund The amount charged to the profit and loss
account represents the contributions payable to the scheme n respect of the accounting period




Lionbridge (UK) Limited
Directors’ report and financial statements
For the year ended 31 December 2007

Notes (continued)
1 Accounting policies {continued)

Foreign currencies

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the transaction
Monetary assets and habihiies denomnated in foreign currencies are translated using the rate of exchange ruling at
the balance sheet date and the gatns and losses on translation are included 1n the profit and loss account

Taxation

The charge for taxation 1s based on the result for the year and takes into account taxation deferred because of timing
differences between the treatment of certain items for taxation and accounting purposes

Deferred tax 1s recognised, without discounting, in respect of all timing differences between the treatment of certain
items for taxation and accounting purposes which have arisen but not reversed by the balance sheet date, except as
otherwise required by FRS 19

Leased assets
Operating lease rentals are charged to the profit and loss account on a straight line basis over the lease term
Related party fransactions

As the company 15 a whotly owned subsidiary of Lionbridge Technologies Inc , the company has taken advantage of
the exemption contamned m FRS 8 “Related party disclosures™ and has therefore not disclosed transactions or
balances with entittes which form part of the group (or investees of the group quahfying as related parties) The
consolidated financial statements of Lionbridge Technologies Inc , within which this company 1s included, can be
obtained from the address given m note 17

Cash flow statement

Under FRS 1 “Cash flow statements”, the company 1s exempt from the requirement to prepare a cash flow statement
on the grounds that a parent undertaking includes the company m s own published consolidated financial
statements

2 Turnover

The analysis of turnover by geographical area 1s as follows

2007 2006
£000 £000
Uniied Kingdom 7,039 6,343
Afnicaand Asia 82 170
Rest of Europe 2,458 2,206
United States of America 166 419
9,745 9138

The directors consider that the company operates in one business segment




Ltonbndge (UK) Limited
Directors’ report and financial statements
For the year ended 31 December 2007

Notes (continued)

3 Notes to the profit and loss account
2007 2000
£000 £000
Profit/(loss} on ordinary activities before taxation is stated
after chargmg
Depreciation of tangible fixed assets 61 119
Rentals payable under operating leases
Plant and machinery 36 49
Land and buildings 160 174
Net foreign exchange expunse 48 73
Auditors remuneration
Audit of these financial statements including audiy of financial statements of the ulamate
UK parent undertaking 26 27
4 Directors’ remuneration
2007 2006
£000 £000
Emoluments for services as directors 155 277
Company coniributions to money purchase pension schemes 10 15
165 292
Number
Number of directors to whom benefits are accruing
under money purchase pension schemes 2 3

The aggregate of emoluments to the highest paid director was £85,907 (2006 £98,439) and company pension
contributions of £35 366 (2006 £3,859) were made to a money purchase scheme on his behaif




Notes (continued)

5 Staff numbers and costs

Lionbridge (UK} Limited

Dtrectors’ report and financial statements
For the year ended 31 December 2007

The average number of persons employed by the company (including directors) during the year, analysed by

category, was as follows

Management and admumistration
Technical and production staff

The aggregate payroll costs of these persons are as follows

Wages and salaries
Soctal security costs
Other pension costs (see note 16)

6 Other interest recervable and similar income

Bank interest receivable

Number of employees

2007

25
155

180

£000
4,929

496
53

5,472

2007
£000

17

2006

25
140

165

£000

4,457
455
6i

4,973

2006
£000




Notes (continued)

7 Tax on profit/(loss) on ordinary activities

Analysis of charge/(credit) i year

UK corporation tax
Current tax on imcome for the year
Adjustments in respect of prior years

1 otal current tax
Deferred tax (see note 11)
Ongmation/reversal of timing difterences

Adjustment 1n respect of previous years
Adjustment 1n respect of tax rate changes

Tax on profit/(loss) on ordinary activities

Factors affecting the tax charge for the current year

£000

71

(14)
20

2007

£000

77

83

Lionbridge (UK) Limited
Directors’ report and financial statements
For the year ended 31 December 2007

£000

(37)
€))

£000

(64)

(59)

The current tax charge for the year 1s lower (2006 higher) than the standard rate of corporation tax n the UK (30%

(2006 30%)) The differences are explained below

Current tax reconciitation
Profit/{loss) on ordinary activities before tax

Current tax at 30% (2006 30%)

Effects of

Expenses not deductible {or tax purposes

Captal allowances for year (1n excess of)/less than depreciation
{Utilisation of tax lossesyincrease in losses carried forward
Decrease n other uming differences

Adjustments to tax charge in respect of previous years

I otal current tax charge (see above)

Fuactors that may affect future charges

2007
£000

169

51

25
(30)
(40)

The corporation tax rate applicable to the company changed from 30% to 28% on 1 April 2008

2006
£000

(250)

(75)

18
36
35

a4
5




Notes (connnued)

8 Tangible assets

Cost

At beginning of year
Additions

Disposals

Transfers

Atend of year

Depreciation

At beginning of year
Charge for the year
Disposals

Transfers

Atend of year

Net boohk value
At 31 December 2007

At 31 Deccmber 2006

9 Debtors

I'rade debtors

Amounts recoverable on contracts
Amounts owed by group undertakings
Deferred tax asset (sce note i1)

Other debtors

Prepayments and accrucd income

Computer
equipment

£000

49

1186

1,235

50

1128

1,178

57

Lionbrnidge (UK) Linmited
Directors’ report and financial statements
For the vear ended 31 December 2007

Plant and Fixtures Total
machinery and
fittings
£000 £000 £000
1,020 384 1,404
9 1 59
(13) 9) (22)
(952) {234) -
64 142 1,441
1,019 300 1,319
7 4 61
(13) &) (22)
(967) (161) -
46 134 1,358
18 8 83
1 84 85
2007 2006
£000 £000
1,87% 1.573
409 506
3,834 7,862
. 278 355
1 2
100 98
6,493 10 396




Lionbrndge (UK) Limited
Directors’ report and financial statements
For the year ended 31 December 2007

Notes (continued)

10 Creditors Amounts falling due within one year
2007 2006
£000 £000
Payments reccived on account 660 466
[rade creditors 227 278
Amounts owed to group undertakings 3,284 7 586
[ axation and social secunty 486 414
Accruals and deferred income 371 436
5,028 9 180
[axation and social security comprises
VAT creditor 330 282
Social sccurity and payroll taxes 150 132
Corporation tax 6 -
486 414
11 Deferred taxation
Deferred
tax asset
£000
At begimning of year 355
Charge to the profit and loss account )
At end of year 278
The amounts provided for deferred taxation are set out below
2007 2006
£000 £000
Ifference between accumulated depreciation and capital allowances 111 270
Other timing differences 3 9
I rading losses carmied forward 164 76
278 355

The deferred tax assets of £278,000 (2006 £355,000) will be used aganst future trading profits of the company

12 Share capital
2007 2006
£000 £000
Authonised, allonted, 1ssued and fully purd
1 549 049 ordinary shares of £1 each 1,549 1 549




Lionbridge (UK) Limuited

Directors’ report and financial statements
For the year ended 31 December 2007

Notes (continued)

13 Profit and loss account

At beginning of year
Profit for the financial year

Atend of year

14 Reconeihation of movements in shareholders® funds

Profit/(loss) for the financial year being the net addition to/{reduction 1n) shareholders’
funds
Shareholders’ funds at beginning of the year

Shareholders’ funds at end of the year

15 Annual commitments under operating leases

The company had annual commitments under non cancellable operating leases as follows

Land and buildings

2007 2006
£000 £000

Operating leases which cxypire
Within onc year 18 n
Within two to five ycars 83 106
101 117

16 Pensions

The company operates a contributory money purchase personal pension scheme

£000
252
86
338
2007 2006
£000 £000
86 (1591)
1,801 1,992
1,887 1,801
Other
2007 2006
£000 £000
14 1
9 34
23 35

Contributions made by the

company to this scheme are charged against the profit and loss account as they accrue  The amount outstanding at

the year end was £1 1,218 (2006 £11,956)




Lionbrdge (UK) Limited
Directors’ report and financial statemenis
For the year ended 31 December 2007

Notes (continued)

17 Ultimate holding company and parent companies

The company 15 a wholly owned subsidiary undertaking of Technical Publications Management Services Limited, a
company incorporated in Great Britain

The company’s ultimate UK holding company 1s Lionbridge Investments (UK) Limted, a company icorporated n
Great Britain

The ulumate holding company and ultumate controlling party 1s Lionbridge Technologies, Inc, a company
incorporated in the USA  Copies of the consolidated financial statements of Lionbridge Technologies, Inc are
available from

1050 Winter Street
Suite 2300
Waltham, MA 02451
USA




