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ACACIA TECHNOLOGIES (UK) LIMITED MENZIES

BRIGHTER THINKING

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF ACACIA
TECHNOLOGIES (UK) LIMITED

Opinfon

We have audlited the finaneial statements of Acacla Teshnelegies (UK) Limited (the 'Company’) for the year ended 31
Deeember 2017, whish eomprise the Statement of Comprehensive Ineems, the Statement of Finanelal Pesitien, the
Statement of Changes in Equity and the related notes, Insluding B summary of significant accounting peligles. The finanslal
reporing framewerl that has been applied In their preparation is applicable law and United Kingdom Aseeounting Stendards,
ineluding Financial Reporting Standard 102 'The Financlal Reperting Standard applicable In the UK and Republie of Ireland’
(United Kingdom Generally Aseepted Assounting Prasties).

In eur epinten the financial statements:

. give a true and fair view of the state of the Company's affairs as at 31 Dessmber 2017 and of its loss for the year
then ended,

° have been propsrly prepared In acesrdance with United Kingdom Generally Aceepted Ascounting Practice; and
. have been prepared In accordance with the reguirements of the Companles Ast 2006,

Basls for opinien

We eenducted eur audlt In ascordanse with International Standards on Auditing (UK) (I8As (UK)) and applicable law, Our
responsibilities under those standards are further described In the Auditors' responsibilities fer the audit of the finansial
statements section of our repert. We are independent of the Company in accordance with the elhisal reguirements that are
relevant te eur audit of the finanelal statements in the United Kingdem, including the Financfel Reperling Coeuncif's Ethical
Standard, and we have fulfilled eur ether ethical responsibllities in aseerdance with these requirements, We belisve that the
audit evidence we have oblained Is sufficient and appropriate to provide a basls fer eur epinien.

Cencluslons relating to golng coneern

We have nothing to repoert In respect of the fellowing malters In relation to whish the I8As (UK) require us 1o repsrt to you
where:

* the directors’' use of the golng concem basls of accounting in the preparation of the financlal slatements Is not
apprepriate; or

. the directers have net diselesed In the financial statements any identified material uncerainties that may cast
slgnificant doubt about the Company's abllity te sonlinue to adopt the going eoncern basis of acsounting for a peried
of at least twelve months from the date when the financial statemsnts are autherised for issus.

Other Information

The diresters are respoensibie for the other information. The ether Information comprises the infermatien Included in the
Annual Report, other then the financial stalements end eur Auditors' Repert thereon. Our epinien en the finangial
statements does not cover the ether information and, exeept to the extent etherwise explicitly stated in eur repert, we de net
axpress any form of assurance eonclusion thereen,

In eonnsetion with eur audit of the financial statements, eur respensibllity is te read the other infermation and, in deing so,
conslder whether the ether information Is materlally Inconsistent with the finanglal statements or eur knowledge ebtained in
the audit or etherwise appears to be materially misstated. If we identify sueh material Inconsistencies or apparent material
misslatlements, we are required to determine whether there Is 8 malerial misstatement In the finensial slatements or a
material misstatement of the ether Information, .If, based en the werk we have performed, we conslude that there Is a
material misstatement of this other information, we are required to report that fast.

We have nething to repert in this regard.
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ACACIA TECHNOLOGIES (UK) LIMITED MENZIES

BRIGHTER THINKING

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF ACACIA
TECHNOLOGIES (UK) LIMITED (CONTINUED)

Opinlon on other matters prescribed by the Companles Ast 2006
In eur opinlen, based en the werk urdertaken in the course ef the audit;

’ the Infermation given In the Directors' Repert for the finaneial year for which the financial statements are prepared Is
sonsfstent with the finansial statements; and

. the Dirsetors' Report has been prepared In ascordance with applicable legal requirements,

Matters on whish we are rsquired to report by exception

In the light of the knewledge and understanding of the Cempany and Its envirenment ebtained in the course of the audlt, we
have net Identified material misstatements In the Direstors’ Reper.

We have nething te report in respeet of the fellowing matters In relation to whish the Cempanies Ast 2008 requires us to
report to yeu If, in eur epinioen:

. adeguate ascounting records have net been kept, or returns adeguate fer our audit have not been reeeived from
branches net visited by us; er

’ the financlal statements are Aot In agresment with the asceunting recerds and returns; or
. eeraln diselosures of directors’ remuneration specified by law are net made; er
. we have net reeelved all the Information and explanatiens we reguire fer eur audit.

Responsibilities of diresters

As explained more fully In the Directors' Responsibilities Statement on page 1, the directers are respensible for the
preparation of the financlal statements and for being satisfied that they give a8 true and fair view, and for such Internal
contre} as the direstors determineg is necessary to enable the preparatien of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financlal statements, the direstors are respensible for assessing the Company's abilily to continue as a
going eoncern, disclesing, as applicable, matters related to going eoncern and using the going sonesern basis of ascounting
unless the direetors elther Intend te liquldate the Company or to case eperations, er have no realistic alternative but to do
80.

Auditors' respensiblilities for the audit of the finanglal statements

Our ebjectives are to eblain reasenable assurance about whether the financlal statements as a whole are free from material
misstatement, whether due to fraud er errer, and to Issue ap Auditers' Report that includes eur epinien. Reasenable
assuranee Is a high level of assuranee, but Is net a guarantes that an audit conducted In aeserdange with 1ISAs (UK) will
always detect a material misstatement when It exists, Misstatements can arise from fraud er error and are considered
materlal if, Individually or in the aggregate, they eould reasonably be expested to Influence the economic decisions of users
taken on the basis of these finanelal statements.

A further deseription of our respensibilities for the audil ef the financial statements Is losated on the Financial Repoering
Council's website at: www.fre.org.ulvauditorsresponsibilities. This deseription ferms part of our Auditors' Repert.
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ACACIA TECHNOLOGIES (UK) LIMITED !;l E F:l ZIES

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF ACACIA
TECHNOLOGIES (UK) LIMITED (CONTINUED)

Use of our repert

This report is maede selely to the Cempany's members, as a bedy, In accerdancs with Chapter 3 of Part 16 of the
Companies Ast 2008, Our audit work has been undertaken se that we might state te the Company's members these matters
we are required to slate to them In an Auditors' Report and for no ether purpese. To the fullest extent psrmitied by law, we
do not accept or assume respensibllity to anyene ether than the Cempany and the Company's members, as a body, for our
audit worl, for this report, er for the epiniens we have fermed,

Caroline Milten FCA (Senler Statutery Auditer)

for and on behalf of
Menzies LLP

Chartered Accountants
Statutery Auditer

Asheombe Heuss
5 The Cresesnt
Leatherhead
Surrey

KT22 8DY

Date: N\ Suz ’\\Q\Cé
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ACACIA TECHNOLOGIES (UK) LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2017

Period from

16 June to

31 Desember 31 Deeember

2017 2018

Note $ 8

Turnover i 8 2,303,718 877,367

Gross profit 2,303,715 877,367

Administrative expenses (5,008,112)  (1,861,362)
Other operating inceme 4 231,684 =

Operating loss 6 (2,469,813) (973,995)

Tax on loss 8 (45,416) (24,119)

Loss far the financial year/peried 4 (2,618,229) (958,114)

_— =
There was no ether comprehensive Insome for 2017 (2016:5NIL.),

The netes on pages 9 to 16 form part of these financlal statements.
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ACACIA TECHNOLOGIES (UK) LIMITED
REGISTERED NUMBER:10233741

STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2017

Fixed assets
Tangible assets

Current assets

Debtors: amounts falling due within ene year
€ash at bank and in hand

Current liabllitles
Crediters: ameunts falling due within ene year

Net current assets

Total asssts less surrent liabilities

Net assets

Capital and reserves

Called up share eapital
Prefit and loss assount

Note

10

12
13

766,000
644,378

1,609,378

(1,643,929)

2017
$

187,760

187,780

66,449
253,229

e

283,229
= ]

1
253,228

253,229

1,084,672

1,084,672

(1,027,392)

2016
§

57,260

me——

67,260

ey

67,260

.
§7,279

e

67,260

The finaneial statements were approved and authorised for Issue by the beard and were signed en its behalf en

@
J Gavin \

Direstor

S tente P9 dolF

The netes on pages 9 te 16 ferm part of these financlal statements,
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ACACIA TECHNOLOGIES (UK) LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2017

Called:up Profit and

share capltal less agseount  Total equity
s ] 1]

Comprehensive Ingeme for the period
Less for the peried . (998,114) (998,114)
Other comprehensive ingema for the psried . - -
Total scomprehensive inceme for the peried . (998,114) {998,114)
8hares Issued during the peried 1 ) 1
Share based payment transactions ° 1,055,393 1,085,393
Total transastions with ewners 1 1,056,393 1,068,394
At 1 January 2017 1 67,279 67,280
Comprehenslve inceme for the year
Less for the year . (2,515,229) (2,616,229)
Total comprehensive Incemse for the year . (2,515,229) (2,618,229)
Share based payment transaetions . 2,711,178 2,711,178
Total transastions with ewners = 2,711,178 2,711,178
At 31 December 2017 1 253,228 283,229

_— = e

The notes on pages 9 to 16 form part of these financlal statements,
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ACACIA TECHNOLOGIES (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

1’

General information

Asagla Teehnolegles (UK) Limited is a private company limited by shares, It Is registered In England within the
United Kingdem, Detalls of its registered office ean be feund en the Company Infermation page of the acesunts,

21

2.3

24

_ Aseounting pelisies

Basls of preparation of finansial statements

The financial statements have besn prepared under the histerical eost eonvention unless etherwise specifisd
within these acceunting pelicies and In aceerdancs with Finansial Reperiing Standerd 102, the Financlal
Reperiing Standard applieable In the UK and the Republis of lreland and the Companies Ast 2006,

The fellewing prineipal asceunting pelicies have been applisd:
Finanelal reperting standard 102 - reduced disslosure exsmptiens

The eompany has token advantage of the following diselesure exemplions in preparing these finansial
sla!emegtg, as permitted by the FRS 102 *The Finaneial Reperting Standard applisable in the UK and Republis
of Ireland™

. the requirements ef Sestien 4 Statement of Finangial Position paragraph 4.12(a)(iv);

] the reguirements of Section 7 Statement of Cash Flows;

’ the requirements of Sestion 3 Finansial Statement Presentatian paragraph 3.17(d);

. the requirements of Sestion 26 Share-based Payment paragraphs 26.18(b), 26,16 to 26.21 and 26.23;
. the requirements of Sectien 33 Related Party Diselosures paragreph 33.7.

This infermatien Is included In the consolidated financial statements of Acasla Cemmunicatiens, Ine as at 31
December 2017 and these financlal statements may be obtained frem hitp://ir.acacla-ine.com,

Turnover

Tumever represents the amount of fee payable to the Company In respect of serviees previded during the year
to other group companies. The Cempany recoegnises turmever In aecordance with underlying service
agreements.

Fereign eurreney translation

Functional and presentatien eurrensy

The Cempany's funetional and presentational eurreney is USD,

Transastions and balanges

Foreign eurrensy transactions are translated inte the funslional currensy using the monthly exehangs rates at
the dates of the transactions.

At each perled end ferelgn currensy monetary Items are translated using the clesing rate. Non-monelary items
measured at historical cost are translated using the exchange rate at the date of the transastion and nen-
monetary items measured at fair value are measured using the exchange rate when fair valus was determined,

Forelgn exchange gains and lesses resulting from the setllement of transactions and from the translation at
perled-end exchange rates of menetary assets and liabilities deneminated In fereign eurrencies are resegnised
3] c%gﬂ&a!gn;em of Comprehensive Income exsept when deferred in other comprehensive Income as qualifying
gash flow hedges.
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ACACIA TECHNOLOGIES (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

2, Aseounting pollsies (sentinusd)

2,5

28

Operating leases: the Company as lessee

Rentals pald under eperating leases are charged lo the Statement of Comprehensive Incomse on a straight line
basls ever the lease term,

Bensfits recslved and recelvable as an ingentive to sign an oeperating lease are recognised on a straight line
basls ever the lease term, unless ancther systematie basis Is representative of the time pattern ef the lessee's
bensfit from the use of the loased assst.

Research and develepment

In the researeh phass of an Internal projest it Is net pessible to demenstrate that the projest will gsnerate fulure
economic benefits and hence all expenditure on research shall be recognised as an expense when It Is
insurred. In the development phase of an Interna) prejest, the expenditure is alse treated as an expsnse when it
is ineurred,

Pensions
Defined contributien penslen plan

The Company operates a defined eontribution plan for its employees. A defined contiibutien plan is 8 pensien
plan under which the Company pays fixed contributions inte a separate entity. Onee the centributions have
been pald the Cempany has no further payment ebligations.

The eentributions are recegnised as an expense in the Statement of Comprehensive Income when they fall
due. Ameunts Aot pald are shewn in ageruals as aliability in the Statement of Finanelal Pesition. The assets of
the plan are held separately from the Company in independently administered funds.

Taxatien

Tax is recognised in the Statement of Comprehensive Income, except that a eharge atiribulable te an item of
Ineeme and expense recognised as other comprehensive inceme or 1o an ltem recognised direstly in equity is
also recognised in other cemprehensive inceme or directly In equity respsetively.

The eurrent Income tax charge Is ealeulated on the basls of tax rates and laws that have been enasted or
?ubsmnﬂvely enasted by the reperting date In the eountries where the Company operates and generates
AsOMme.

Deferred tax balances are recognised In respect of all timing differences that have originated but net reversed

by the Statement of Financlal Pesition date, except that:

. The recognition of deferred tax assets is limited to the extent that it is probable that they will be
resovered against the reversal of deferred tax liabilities or other future taxable profits; and

e Any deferred tax balances are reversed if and when all conditions fer retaining assoclated tex
allewanges have been met,

Deferred tax balansss are not resegnised in respest of permanent differences except In respsest of business
sombinations, when deferred tax s recagnised on the differences between the falr values of assets asquired
and the future tex dedustions avallable fer them and the differenses between the falr velues ef liabilities
acquired and the amount that will be assessed for tax. Deferred lax is determined using tax rates and laws that
have been enacted or substantively enacted by the reperting date.
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ACACIA TECHNOLOGIES (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

2, Aceounting polisies (eontinued)

2,9 Tanglble fixed assets
Tanglble fixed assets under the cost modsl are stated at historieal cost less assumulated depreciation and any
aseumulated impalrment lesses, Historieal cest includes expendilure that Is directly atiributable to bringing the
asset to the locatien and eondition Recassary for it to be capable of operating In the manner intended by
menagement.

Depreciatien Is eharged se as to allocale the cost of assets less their residual value over their estimated useful
lives, using the stralght-lire methed,

Depraciation is provided on the fellowing basls:
Leasehold Improvements = B years straight ling

The assets' resldual values, useful lives and depreeiation methods are reviewed, and adjusted prespsctively if
appropriate, or If there Is an Indieatien of a slgnlifisant ehange since the last reporting date,

Gaing and losses on dispesals are determined by eomparing the preceeds with the earrying ameunt and are
resegnised In the Statement of Comprehensive Inceme,

2.10 Finanslal instruments
The Company only enters into basie finaneial instrument transactions that result in the recognition of financial
assets and liabllitles like trade and other deblers and creditors, leans from other third parties, leans to related
parties and Investments In Ren-pultable erdinary shares.

3, Turnover

All of the cempany’s turnever in the surrent and preseding peried arese from the previsien of servises to the USA,

4, Other operating Income

Peried from
16 June fo
31 December 31 December
2017 2016
$ ]
Researeh & development tax eredit 231,684 =

231,664 =

————————————————
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ACACIA TECHNOLOGIES (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

8. Operating loss
The eperating loss is stated after charging:

Researeh & development charged as an expense
Depreciation of tangible fixed assets

Exehange differences

Olher eperating lease rentals

Defined eontribution pension cost

6. Auditors' remuneration

Fees payable to the Company's auditor and lts assesiatss for the audit ef
the Cempany’s annual financlal statements

Taxation compliance services
All other services

31 Desember
201;

1,662,460
38,568
(1,001)
144,342

30,581
=

31 Desember
201';

12,142
4,047
2,024

Perlod from
18 June lo

31 Degomber
201 g

622,641
(1,636)
11,364
12,042

[=—————]

Period from
18 June lo

31 Desember
201g

11,074
2,461
3,691
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ACACIA TECHNOLOGIES (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

7. Employees

Staff sosts were as follows:

Wages and salaries
Soclal seeurity costs
Cost of defined sontributien scheme

The average menthly number of smployeses during the year was as follows:

Management
Predustion

8. Taxation

Corporation tax

Current tax on loss for the year/period
Adjustments In respest of previous periods

Total gurrent tax

Taxation on loss on ordinary astivities

Peried from

18 June to

31 Decembsr 31 Desember
2047 2016

] ]

1,143,007 418,459
236,154 49,322
30,581 12,042
1,409,742 476,823

——0 =——"—"38 |

Periad from

18 June to
31 December 31 December
2017 2016

Ne. Ne.

1 1

6 §

7 6

_——— e

Periad from
18 June to
81 Dessmber 37 December
2017 2016
$ 8
43,843 24,119

1,673 =
45416 24,119
[=——=—_ S =——1
45416 24,119

e SV
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ACACIA TECHNOLOGIES (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

8'

Taxatlon (eontinued)

Fastors affecting tox charge for the year/peried

The lax assessed for the year/peried Is lewer than (2016 - lower than) the standard rats of sorporation tax in the UK
of 16,.25% (2016 - 20%). The differeness are explained belew:

Peried from

18 June to

31 Desember 31 Dessmber

2017 2018

§ é

Less on erdinary astivities before tax (2,469,813) (973,995)

=]

Less en erdinary aetivities mulliplied by standerd rate of corperation tex In the UK of

19.26% (2016 - 20%) (475,439) (194,798)
Effects of:
Expenses not dedustible fer tax purpeses, ether than goedwill amerlisatien and
Impalrment §18,801 214,918
Capltal allowances for year/period in excess of depresiation (18,788) =
" Adjustments te tax charge in respest of prier periods 1,573 =
Tax deduction arising from exerelse of restristed stoek units (181,790) =
Transfer pricing adjustments ’ 166,969 =
Total tax shargs for the year/peried 45,416 24,119

[ =]
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ACACIA TECHNOLOGIES (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

9. Tangible fixed asssts

Cost or valuatien
Additions

At 31 December 2017
Depreclation
Charge for the year en ewned assels

At 31 Deesmber 2017

Net book valug
At 31 Dessmber 2017

At 31 Desember 2018

10, Debters

Anioun!g owed by group undertakings
Other debters
Prepayments and acerusd incemse

11,  Crediters; Amounts falling due within ene year

Trade eredjlors

Amounts ewed to group undertakings
Corporation tax

Asoruals and deferred Income

Leasehold
imprevements
226,366

226,366

36,886

38,586

187,760
=== ]

2017 2016
$ )
67,567 877,368
614,610 171,897
82,923 38,707

766,000 1,084,672

= ——————————

2017 2016

$ $
256,996 =

1,116,462 946,466

69,638 24,119

101,936 56,818

1,843,029 1,027,362

———————————————
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ACACIA TECHNOLOGIES (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

12,

13.

14,

18,

16,

Share caplital

201; 201g
Alletted, ealled up and fully paid

1 Ordinary share of 1 1 1

[——————————————

Reserves
Profit and loss aseount

This reserve records retained earnings and assumulated lesses,

Share based payments

During the peried, Acacla Cemmunications, Ine., the ullimate parent entity of the Company, granted Restrieled
Stoek Units (R8Us) to its worldwide employges on a time-based service sondiliens enly. As seen as practisable
fellowing each vesting date, Acacia Communieations, Ins, will issue to the Relder of the the number ef shares of
eommen Ordinary steck in Acasia Communieations, Ine, equal te the aggregate number of RSUs that have vested,
26% of the units granted to each employee vest one year after the vesting start date, with 6.26% of the units vesting
after every subsequent quarter,

Pansien eemmitments

As at 31 December 2017 there were $nil (2016; §5,546) pension eontributions aesrued in relation to the cempany’s
defired sentribution seheme.

Ultimate parent cempany

The directors regard Acacla Cemmunieations, Ing, 8 cempany Incorperated In the United States, as the ullimate
helding eompany. The immediate parent eempany is Asasia Cemmunications (lreland) Limited, & company
ineorperated in Ireland, Goples of the ultimate parent sompany’s eonselidated financlal statements are avallable en
their website, hitp://ir.acacia-ine.com or from 3 Mill & Main Plaee, Suite 400, Maynard, MA 01764, This is the largest
and smallest greup of undertakings fer whieh eanselidated finansial statements are available,

The diresters de not eonsider there to be an uliimate eentrelling party.
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