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) STRATEGIC REPORT
FOR THE YEAR ENDED 31ST DECEMBER 2019

Introduction

The Directors present the Strategic report of Gullane (Thomas) Limited (the "Company ") for the year ended 31
December 2019 . :

. Business review
Business environment

- The childfens entertainment business, comprised of television content, licensing & merchandising, home
. entertainment, live event shows & attractions and digital continues to be a very competmve industry undergomg
structural change.

While the industry has seen a proliferation of specialist children's channels emerge over the last decade, the
distribution of pre-school television content is highly competitive. This is due to the children-focused cable and
satellite networks developing and owning their programming content and the number of production companies
competing in the market. Accordingly, distribution is secured among the free-to-air public television -
broadcasters in the major markets. Furthermore, viewership from streaming and channels such as YouTube
has become increasingly relevant in recent years, with Thomas & Friends content being dlstrlbuted and
managed accordlngly on these platforms.

There continues to be significant investment by the Company in the redevelopment of the creative content for
.Thomas & Friends through new story lines and CGl animation production, with episodes rating strongly. The
75th anniversary of the Thomas & Friends brand was marked in 2020 by the release of new content, and further
production and distribution of content in various forms is planned for 2021 and beyond. Whilst full year 2020
revenue is not expected to be back to 2018 levels, there are signs of encouragement in the point of sale trends
towards the end of 2020, and the Directors believe that the continued investment in creative content will help to
position.the brand for future growth. The Live Events and Attractions business has also suffered understandably
during the Coronavirus pandemic, as a direct result of forced postponements and cancellations. The downturn "
in this revenue stream is however expected to be temporary, with a return to FY19 revenues hoped for by 2021.

The 18% -fall in turnover compared to prior year is largely attributable to the Toy and Consumer Products
business. This is offset partially by timing on the recognition of revenues for Home Entertainment deals, whilst
. the Live Events and Attractions business has-remined relatively flat, and New Media revenue, which can vary.
based on the timing of release of new apps, has declmed

In many key territories across the Consumer Products (“CP”).business, character-based retailing is
" concentrated in the hands of a few retailers who focus on maximizing shelf space return with heavily promoted
Thomas & Friends branding and events. As broadcast of pre-school shows is a driver of retail placement of the
CP, ancillary revenues are also somewhat dependent.on the Company's broadcast footprint in each territory.
The Company continues to enjoy strong relationships with major broadcasters in key territories. .

Business Review

The Thomas & Friends brand is still one of the top preschoo! licenses in the United Kingdom. The master toy

rights continue to be held by Fisher-Price (which is part of the Matte! Inc. group) for the International markets. -

This is a partnership which continues to be a success, and wh|ch Management believes will provide ‘future
growth for the Thomas & I-rlends brand

The Company continues to invest in the brand and the Directors believe it is well posmoned to turn around
recent revenue trends and experience future growth.

Strategy

Key elements of the Company's strategic plan are as follows:
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STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31ST DECEMBER 2019

* continued exploitation .of the Thomas & Friends brand through diverse lines of business including Home

Entertainment, Consumer Products, Live Events, Television and New Media;
* enhance the Thomas & Friends brand through programming content investment and innovation; .
* increase brand awareness through alternatives to television, such as movies, theme parks publishing
and digital media, . . .
* continued upgrade of major Ircensees and |
L maintain strong relationships with broadcasters all over the world..

_Future-Developments

The Coronavirus pandemic that had a global impact during 2020 is having a major effect woridwide on people,
businesses and the economy. The Company’s top priority has been to mitigate the disruption to its business, '
and the Directors continue to both monitor the situation closely and take adaptive measures accordingly. Whilst
the year to date turnover at 30 September 2020 in the Companys Toy and Consumer Products business has
seen a downturn, the release of new content in 2020, and the planned release in 2021 is expected to help drive
this revenue back towards pre-Covid levels.” .

The Live Events and Attractions business has aIso suffered understandably during the Coronavrrus pandemrc
as a direct result of forced postponements and cancellations. The downturn in this revenue stream is however’
expected to be temporary, with a return to FY19 revenues hoped for by 2021. Liquidity is expected to be
. sufficient to_effectively manage through the’ disruption- and to continue to execute the key elements of the
Company s strategic plan. .

The Drrectors deem the outbreak of Cowd 19 in March 2020 to be a non- adjusting post balance sheet event’
(see note 19). :

Going Concern .

Despite the above assessment given the uncertainty created by the Covid- 19 pandemic, the Company has
sought and obtained a letter of support from its ultimate parént company Mattel Inc. Consequently, the Directors
believe that for any reason should the Company be unable to meet its liabilities then Mattel Inc. have the ability
and intention to provide support.in_accordance with this letter for at least 12 months from the date of these
financial statements. The Company has assessed whether it can rely upon the letter of support and has no
concerns-in that regard Therefore, these financial statements are prepared ona gorng congcern basrs

5

Prmcrpal risks and uncertalntles

The Directors of Mattel Inc. manage the Groups risks at a Group level, rather than at an individual entity level.
Forthis reason, the Company's Directors believe that a discussion of the Group's risks would not be appropriate
" for an understanding of the development, performance or position of the Company's business. The
development, performance and position of the Group headed by Mattel Inc.. which includes the Company, is
discussed in the Mattel Inc. annual report (from page 10 of Mattel s 2019 annual report, which is posted on its
website), which does not form part of these financial statements.

-
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STRATEGIC REPORT (CONTINUED)
.FOR THE YEAR ENDED 31ST DECEMBER 2019

. Flnanmal key performance indicators

_The key performance indicators (KPI s) used by the Company to measure annual performance are turover and

operating profit.

. Turnover in 2019 was £17,229,000; a decrease, of 18% on the prior year of (2018 £20,947 000) which was .,

partly attributable to lower royalties on the toy Ilne Operating proft was £3 266,000 in 2019; a decrease of 37%-
on the pnor year (2018 £5, 195 000)

‘At the Balance Sheet date the Company had net assets of £14,590, 000 (2018 - £47,380,000).

This report was approved by the boardon ) £ ¢ 2 2028 -+ °  andsigned onits behalf.

'PW

Director .-
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DIRECTORS' REPORT
" FOR THE YEAR ENDED 31ST DECEMBER 2019

.

" The directors present their report and the fnanaal statements for the year ended 31 December 2019.
) Directors responsibilities statement

The directors are responsible for preparing the Annual Report and the fnanc1a| statements in accordance with
applicable law and regulation.

Company law requires the directors.to prepare financial statements for each financial year. Under that law the
directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting
Standard applicable in.the UK and Republic of Ireland”, and applicable law): 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 of the profit or loss of the company for that period In preparing the financial

statements, the dlrectors are required to:

-

* - select suitable accounting policies and then. apply them consistently;

e~ make judgements and accounting estimates that are reasonable and prudent;
. state whether applicable United Kingdom Accountlng Standards, comprismg FRS 102, have been
" followed, subject to any material departures disclosed and eprained in the financial statements;
" e’ prepare the financial statements on the going concern basis unless itis mappropnate to presume that

. the Company will continue in busmess

The directors are also responsrble for safeguarding the assets of the company and hence for takmg reasonable
steps for the prevention and detection of fraud and other. wregulantres

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.
Directors' confirmations

In the case of each director in ofﬂce at the date the Directors’ Report is approved:

« "so far as the director is aware, there is no relevant audit |nformation of which the companys auditors are
* unaware; and . . S

» they have taken all the steps that they ought to have taken as a director in order to make themselves aware
of any.relevant audit information and to establish that the company’s auditors are aware of that information. -

Results and dividends *
The profit for the year, after taxafion, amounted to £2,872,000 (2018 - £5,737,000). . -+ - -
A dividend of £35,662,185 was approved and settled through intercompany during the year with the company’s

. immediate parent undertaking, Sunshine Holdings 3 Limited (2018: £nil). The Directors do not recommend the
payment of any further dividend for the year (201 8: £n||) .
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Post t;alanrce sheet .e:/ents ‘

‘ DIRECTORS' REPORT (CONTINUED)
_FOR THE YEAR ENDED 31ST DECEMBER 2019

Directors

.

The Directors who served during the year and up to the date of signing the financial statemeqts were:

P Bapna (appointed 27 July 2020)

S Wollman (appointed 18 November 2019)

N A Godfrey (appointed 24 January 2018)

T Lynch (appointed 18 January 2016, resigned 29 April 2019)
A Umtt (appomted 7 September 2015, resigned 7 August 2020)

Future developments
The continued success of the Thomas & Friends brand is key to the future of the Company

The |mpact of the Coronavirus pandemlc is dlscussed in more detail in the future developments sectlon of the
Strategic report, which is on page 1.

Whilst the United Kingdom's decision to leave the EU cannot yet be fully assessed, the Companys revenues
are diverse_geographically with 82% generated outside of the United ngdom and 74% generated outside of
Europe. Given the Company's type of business, it does not rely on cross border supply chains and can mitigate
short term pressures on Sterling with access to funding from the Mattel Inc. group in a range of currencies. The
Directors therefore believe that the potential impact of the United Kingdom’s dec:smn to leave the EU will not

» have a material impact on the Company.

The Directors currently know of no further issues that would prevent the Companys continued success

- Financial risk management

.

The Company is expose'd to foreign exchange risk in respect to its operations in the UK and abroad, and to a
lesser extent, net assets denominated in foreign currencies. The Company maintains sufficient available funds
for its daily operations. Management actively monitors all funding requirements, -and will manage any finance

_arrangements needed to meet such requirements. The Company's policy is to provide for any trade or other

debtors balance whose collection is deemed doubtful. The Company is exposed to credit risk of its trade and
other debtors to the extent they are not specifically provided for as doubtful accounts.

Quallfylng third party mdemmty provns1ons

As permltted by the Articles of Assomatnon the Directors have the benefit of an mdemnlty which is a qualifying.

third party indemnity provision as defined by Section 234 of the Companies Act 2006. The indemnity was in

- force throughout the last financial year and is currently in force. The Company also purchased and maintained

throughout the year Directors’ and Officers’ liability insurance in respect of itself and its Directors.

1

The only significant post balance sheet event is considered to be the global Covid-tg pandemic, the impact of
which has been assessed in the Strategic Report on page 1 and included in note 19. r

Independent auditors X A . .

¢
The auditors, PricewaterhouseCoopers LLP, WI|| be proposed for reappomtment in accordance with section 485
of the Companies Act 2006. :

Page 5-



DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31ST DECEMBER 2019

This report was appr'ovgd. by the .board onj /’D 'KC Zz/ 202@ ~and sjgned on its behalf.

Prashant Bapna
Director
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Independent audttors report to the members of Gullane
(Thomas) Limited '

Report on the audit of the financial statements

Opinion
In our opinion, Gullane (Thomas) Limited’s financial statements

e give a true and fair view of the state of the company’s affairs as at 31 December 2019 and of its profit for the year
then ended; :

¢ have been properly prepared in accordance with United Kingdom Generally ‘Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and
Republic of Ireland”, and applicable law); and . : :

« have been prepared in accordance with the requ\rements of the Companies Act 2006.

We have audlted the financial statements, mcluded within the Annual Report and Financial Statements (the “Annual
Report”), which compnse the Balance Sheet as at 31 December 2019; the Statement of Comprehensive Income, the.
Statement of Changes in Equity for the year then ended; and the notes to the ﬁnanc1al statements, which include a
descrlptlon of the 31gn1ﬁcant accounting pohmes

Basis for opmlon

We conducted our audit in accordance with International Standards on Audltmg (UK) (“ISAs (UK)”) and applicable law
‘Our responsibilities under ISAs (UK) are further described in the Auditors’ respon51b111t1es for the audit of the financial
statements section of our report. We believe that the audit evidence we have obtained is sufficient and approprlate to
provide a basis for our opinion. : .

Independence

We remained indep'endent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC's Ethical Standard, and we have fulfilled our other ethlca]
responsibilities in accordance with these requirements.

- Conclusions relating to going concern

We have nothing to report i in respect of the following matters in relation to which ISAs (UK) requ1re us to report to you
where:

e the directors’ use of the going concern basis of accountmg in the preparation of the ﬁnancnal statements is'not
appropriate; or

¢ the directors have not disclosed in the financial statements any identiﬁed material uncertainties that may cast
significant doubt about the company’s ability tc continue to adopt the going concern basis of accounting for a
period of at least twelve. months from the date when the finaricial statements are authorised for issue.

However, because not all future events or conditions can be predicted, this statement isnota guarantee as to the company’s -
ability to continue as a going concern.

Reporting on-other information

The other information comprises all of the information in the Annual Report other than the ﬁnanc1al statements and our
auditors’ report thereon. The directors are responsible for the other information. Our oplmon on the financial statements

- does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise
explicitly stated in this report, any form of assurance.thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or 6ur knowledge obtained
in the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the other information. If, based on thé work we have performed, we conclude that

_there is a material misstatement of this other mformatlon we are requlred to report that fact. We have nothing to report
based on these responsibilities. .

With respect to the Strategic Report and Directors’ Report we also considered whether the disclosures requ1red by the UK
Companies Act 2006 have been mcluded .



Independent auditors’ report to the members of Gullane
(Thomas ) lelted (continued )

Based on the reSpOnSlbllltles descnbed above and our work undertaken in the course of the audit, ISAs (UK) reqmre us also
to report certain opinions and matters as described below.
" Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report and .
Directors’ Report for the year ended 31 December 2019 is consistent w1th the financial statements and has been prepared in
accordance w1th applicable legal reqmrements

In light of the knowledge and understandmg of the company and its environment obtained in the course of the audit, we did
not identify any material misstatements in the Strategic Report and Directors’ Report.

Resporisibilities for the financial statements and the audit
Responsibilities of the directors Sfor the financial statements

As explained more fully in the Directors’ Respon51blht1es Statement set out on page 4, the directors are respon51b1e for the
preparation of the financial statements in accordance with the applicable framework and for being satisfied that they give a
true and fair view. The directors are also responsible for such internal control as they determine is necessary to enable the
preparation of financial staterents 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.. -

- Auditors’ 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 auditors’ 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 économic decisions of users
" taken on the ba51s of these financial statements.

Afurther descrlptlon of our respon51bll|t1es for the audit of the financial statements is located on the FRC’s websnte -at:
www.fre.org.uk/auditorsresponsibilities. This description.forms part of our auditors’ report.

Use of this report

This report, mc]udmg the opmlons has been prepared for and only for the company’s members as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not; in giving these opinions, accept
or assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it
may come save where expressly agreed by our prior consent in writing.




Independent audltors report to the members of Gullane
( Thomas ) lezted

Other required reporting

‘ Companies Act 2006 exception reporting

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

we have not received all the information and explanations we require for our audit; or

adequate accounting records have not been kept by.the company, or returns adequate for our aud]t have not been
received from branches not visited by us; or -

certain disclosures of dlrectors remuneration specified by law are not made; or

the ﬁnanc1a1 statements are not in agreement w1th the accounting records and returns

T We have no excepnons to report arising from this responsm\hty.

Stuart Macdougall (Senior Statutor'y Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
- London ’
" 23 December2020
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" STATEMENT OF COMPREHENSIVE INCOME .
FOR THE YEAR ENDED 31-DECEMBER 2019

2019 . - 2018

. Note ' £000 ' £000
Tumover’ S 4 17,229 20,947
Cost of sales ) ' A (12,297)  ~ . (13,578) .
‘Gross profit o : - 4932 7,369
Distribution costs L Lo _ ~ (988) (970) .-
Administrative expenses ‘ : ' (678) (1,204)
Operating profit .~ S L 5 3,266 5195
Interest receivable and similar income T - ' .8 ©645 532
Profit before tax =~ - S S DR AL 5727
Tax (charge)/credit on profit . : I 9 (1,039) - S .10
Total comprehensive income for the“)'lear ‘ ' o _ - . 2,872 . : 5737 -

The notes on pages 13 to 30 form part of these financial statements.
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*GULLANE (THOMAS) i

o Do

.hREGISTERED NUMBER 1555168 fuish et

- BALANCE SHEET
AS AT 31 DECEMBER 2019 -

2019

Note © £000
Current'a'ssets _ -
Stocks - 12 8,198
" Debtors: amounts falhng due after more than ‘
one year ' 13 ’ -
Debtors: amounts falling due within one year 13 68,575
Cash atbank and in hand | o 14 656
7'(',429
Creditors: amounts falling due within one .
year . : 15 (62,637)
Net current assets 14,792
Total assets less current IiiabiIAities 14,792
Provisions for liabilities i
Deferred tax liability : .16 - (202)
(202)
. ‘
Net assets - - s . 14,590
Capital and reserves _
Called up share capital - B A : "L
Other reserves . ' 18 - . 287,681 .
‘Profit and loss ‘account 18 - (273,091)
. Total equity + 14,590

6,691

662

96,302 .

951

- 104,606

(57,226)

" 2018
£000

47,380

47,380

47,380

287,681
(240,301)

47,380

The financial statements were approved and authonsed for issue by the board and were signed on its behalf on

Pﬁc Z,Z,/L,’UZO

Prashant Bapna |
Director

The notes on pages 13 to 30 form part of these ﬁnanéial statements.
} b . . > '
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2019

, ‘ . . Called up Other . Profit and

_share capital _reserves loss account Total equity .
_ " £000 £000 ' £000 £000
At 1st January 2018 , : - 287,681 " (246,038) 41,643
Profit for the year : . - s 5737~ 5737
At 1st January 2018 . . 287,681 (240,301) 47,380
Profit for the year ‘ ' - - ' 2,872 2,872.
- Intracompany inidends paid . . . ' - - . (35,662) (35,662)
" At 31st December 2019 ' o - 287,681 (273,091) 14,590

AN

The notes on pages 13 to 30 form part of these financial statements. .
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER 2019

1.

General |nformatlon

.Gullane (Thomas) Limited (the “Company") exploits the Thomas & Friends character licensing rights

associated with its -television content. The Company is a private company limited by shares and
incorporated and. domiciled in the United Kingdom and registered in England and Wales. The address of
its registered office is 3rd Floor, The Por_ter Building, 1 Brunel Way, Slough, Berkshire, SL1 1FQ.

" Accounting policies

21

2.2

N

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention unless otherwise
specified within these accountlng policies and in accordance with Financial Reporting Standard 102;
the Financial Reporting Standard appllcable in the UK and the Republic of Ireland and the
Companies Act 2006.

The preparation of financial statements in compliance with FRS 102 requires the use of certain
critical accounting estimates. It also requires management to exercise judgment in applying the
Company S accountrng policies (see note 3). . .

The Dlrectors have represented the Statement of Comprehensrve Income to more appropriately
classify interest income which was previously dlsclosed in admmlstratlve expenses. ThIS has no

.impact on profit before tax.

Given the uncertainty .created by the Covid-19 pandemic, the Cornpany has sought and obtained a
letter of support from its ultimate parent company, Mattel Inc. Consequently, the Directors believe

‘that for any reason should the Company be unable to meet its liabilities then Mattel Inc. have the -

ability and intention to provide support in accordance with-this letter for at least 12 months from the -

. date of these fnancial statements. The Company has assessed whether it can rely upon the letter

of support and has no concerns in that regard. Therefore, these accounts are prepared on a going
concern basis. .

'Fmanmal reportmg standard 102 - reduced disclosure exemptions

The. company has taken. advantage of the following disclosure exemptions in preparing these

financial statements, as permitted by the FRS 102 "The Flnan0|al Repomng Standard appllcable in"~ -

the UK and Republic of Ireland": .

+ the requirements of Section 4 Statement of Financial Position paragraph 4.12(a)(iv),

+ the requirements of Section 7 Statement of Cash Flows;

+ the requirements of Section 3 Financial Statement Presentation paragraph 3. 17(d)

* the requirements of Section 11 Financial Instruments paragraphs 11.41(b), 11.41 (c) 11 41(e)
11.41(f), 11.42, 11.44 to 11.45, 11.47, 11.48(a)(iii), 11.48(a)(iv), 11.48(b) and 11.48(c); :
» the requirements of Section 12 Other Financial Instruments paragraphs 12 26 to 12. 27 12.29(a),
12.29(b) and 12.29A;

« the requirements of Section 26 Share-based Payment paragrapns 26.1B(b), 26.1S to 26.21 and
26.23;

* the requirements of Section 33 Related Party. Disclosures paragraph 33.7.

This information is in¢luded in the consolidated _financial statements- of Mattel Inc. as at 31

December 2019 .and these financial statements may be obtained from 333 Continental Blvd El -
‘Segundo, CA 90245, United States. -

The foIIowing princi'pal accounting policies have been applied:

-Page 13-



‘NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER 2019

2. . Accounting p.olicies (continued)

'2.3 Revenue

2.3.1 General

The Company -has adopted the guidance whereby revenue is recognlsed only when all of the
. following condrtlons are met

(i) Evidence of a licensing agreement exists in the form of a signed and fully executed contract
(i) - Licensee has obtained control over the necessary property for exploitation of the licensed
rights to begin'(that is, content has' been delivered or available for immediate’ delivery);

(iii)- The license. perrod of the arrangement has begun and the customer can begln exploitation,
exhibition or sale;

(iv) The arrangement fee is fxed or determinable; and

(v). . Collections of the arrangement fee are reasonably assured.

23.2 Licensing revenue

2.3.21 Variable Fees - no Minimum Guarantee (MG) Recognltron

All royalty and licensing income is recognised as revenue on an as -earned” basis during the term of
the contract

For multi-year contracts, royalty income is recognised as revenue on an as-earned basis.

In absence of reported royalties, a roya|ty revenue accrual’is-established using the best estimate
available, consrdenng but not limited to, licensee sales prorectrons historical data and seasonal
fluctuations and only when the amount is consrdered _material to the individual contract

Upon receipt of actual reported royalties, "contract inception to reporting date reported royaltres are’
compared to "contract inception to reporting date recognrsed revenue" with any associated true
: up/down recognrsed in revenue. .

. Delinquent royalties

Where revenue recognrsed during a period is based on an accrual (as opposed to actual reported
royalties) and royalties are not reported by the reportmg period due date (usually a subsequent
penod) the licensee will be consrdered delrnquent As such: .

- a reversal of previously accrued revenue for the reporting period that is now delinquent is booked
in the period that the royalty becomes deIrnquent and

- » no further revenue is accrued in future periods until the Company receives all delrnquent royaity
statements . . : .

i S - - L R = L = - —

This is on the basis that where a licensee is not reportrng royalties by the reportrng perrod due date .-

collection of the fees may no longer be reasonably assured.
2.3,2.2 Variabte‘ Fees with non-cross coIIateraIised non-refundable MG

‘The Company's business plan is to build strategic partnerships with key licensees in order to
develop relationships that result in consistent revenue growth - both for the licensee and for the
Company. With this goal in mind, each licensee contract is managed -as its own business plan,
weighing up licensee performance and ongoing relationship development when considering
minimum guarantees. As a result the Company will, from time to time, subjectively waive-all or part
" ofan MG to manage such partnershrps This would generally occur in the final year of a contract and
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. NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER 2019

2.

Accouming policies (continued)
2.3 Revenue (continued)

can occur-under multiple scenarios.

‘As the posslbility of waiver cannot be determined until contract end when performance canbe

" reviewed, MG revenue.is not reasonably determinable for upfront revenue recognition. As such: -
1) ' Under contracts which have a specified guarantee for the entire ‘contract term:
e Royalties are recognised on an"-as-earned basis as per 23.21 above.

. Royaltles earned above and beyond the minimum guaranteed amount are recognised on an as-
earned basis in accordance with the 2.3.2.1 above. .
« If, at the last reporting period of the contract term, a portion of the non-refundable ‘MG remains
unearned ("guarantee shortfall"), any guarantee shortfall is recognlsed with the recognition of royalty
income in the last reportrng perlod of the contract term.

. Recognition of any guarantee balance is subject to the criteria outlined in 2.1 abové being met:

" 2) Under contracts which have stand-alone guarantee periods:

= The guarantee shortfall is recognised with the recognltlon of royalty income in the ‘last reporllng
period of each guarantee term. ’ .

:

~2.3.2.3 Variable Fees with cross collateralised non-refundable MG's

- Fees subject to cross collateralisation are not considered fixed or determinable with respect to each

brand/terntory/category/year/f ilm until the licensee exploits all the rights. As such revenue is

recognised as foIIows

1) Under contracts which alIow for the Cross- collaterallsatlon of guarantee balances and have a
specified guarantee for the entlre contract term: - . .

~+ Per2.3.2.2 above.
-2) "~ Under contracts which have stand-alone guarantee periods:
Per 2.3:2.2 above.

2.3 3 Licensing-revenue -TV

-, S = w. = . —_— e

Income is recognised upon satlsfactlon of the crltena outllned in 2 31,

The majority of television contracts have a srngle advance payment ThIS is referred to’as a 'flat fee'.
Flat fees are considered fixed and determinable.

Revenue recognised on owned television programme series and from the distribution of licensed

television programmes represents the invoiced value of.license fees including’ withholding tax but
excludlng value added tax.

Where timing drfferences arise between the recognition of revenue in the Profit and Loss account, A
and the- contractual time when the Company is allowed to invoice the licensee, revenue is
recognised as follows:

L ~ L : " ~ Page'15
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T

Accountingpolicies-(continued) '

23

2.4

‘2.5

Revenue (cvontinu'ed)

(1) Where- the Company can contractually invoice in the current period but. the revenue

recognition criteria is.not met until a subsequent period (c contract signed, material delivered, but . -

license period starts in a future month), recognmon of revenue is deferred until the license penod
starts;

(2) . Where the Company has met the revenue recognltlon criteria‘in the current period but
contractually cannot invoice until a subsequent period (whether several instalments or 1 instalment
at end of the llcense) revenue rs accrued unt|I the point at which the invoice can be raised.

2.3.4 Advances

While an advance may be invoiced, it does not meet the revenue recognition criteria outlined in
2.3.1. Advances invoiced/received are booked in the balance sheet as "Deferred Revenue Liability."
As revenue is recognised. in accordance with .2.3.2 above, any advance in "Deferred Revenue
Lrablllty" is offset against "Accrued Revenue Asset" created at the time of recognrsrng revenue.

Revenue is recognised to.the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be ‘rellably measured. Révenue is measured as the fair value of the
consideration received or receivable, excluding discounts, rebates, value added tax and other sales
taxes. The following cntena must also be met before revenue is recognrsed

Interest income

. Interest income is recognised in proft or! Ioss usrng the effective interest method

{. ¢ . . \
Intanglble assets ' e :

Intangible assets are initially recognlsed at cost After recognltlon under the cost model, intangible

-assets are measured at cost less any accumulated amonlsatron and any accumulated impairment

Iosses

All mtangrble assets are considered to have a finite useful I|fe If a reliable estrmate of the useful life
cannot be made, the useful I|fe shall not exceed ten years -

Page 16
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., NOTES TO THE FINANC_IAL STATEMENTS-
-.FOR THE YEAR ENDED 31ST DECEMBER 2019

Accounting policies (continued)

2.6 Investment in Programmes

Investments in programmes are stated at the lower of cost, Iess accumulated amortisation, or net
realisable value. .

Costs comprise direct programme costs which-are capitalised on costs incurred up to the date of
first release of the programme, -and - programme development costs. Costs for developing
programmes are expensed until such time that a pilot is produced and decision made to further
explort the programme

A charge is made to write down the cost of completed programmes over their useful lives.
Completed programmes are expensed based on the ratio of the current period's net revenues to
estimated total net revenues from all sources on an individual productlon basis. Amortrsatlon is
included in cost of sales in the proft and loss account

An assessment is made at each balance sheet date by the directors to determine whether provision
is required to reduce the carrying value of the investment in programmes to net realisable value.’
Where programmes in development are not expected to proceed, the related costs are written off to
the Profit and loss account. f :

2.7 'Stocks

Stocks are stated at the lower of cost and net realisable value, belng the estimated selling price less
_costs to complete and sell. Cost is based on the cost of purchase on a first in, first out basis. Work
in progress and finished goods include labour and attributable overheads

At each balance sheet date, stocks are assessed for rmparrment If stock is impaired, the carrYi'ng
.amount is reduced to its selling price less costs to complete and sell. The |mpa|rment loss is .’
recognrsed |mmed|ately in profit or Ioss .

2.'8 _ Debtors

Short term debtors are measured at. transactron price, . Iess any impairment. Loans: recelvable are
measured initially at fair value, net of transaction costs, and are measured subsequently at
amortised cost using the effective interest method, less any impairment.

N

2.9 Cash and cash equivalents

Cash is represented by cash in hand. and deposrts with financial mstrtutrons repayable without
penalty on notice of not more than 24 hours. Cash equivalents are highly liquid investments that -
mature in no more than three months from the date of acquisition and that are readrly convertrble to

~~known amounts of cash with rn5|gmucant rlsk of change invalue, .~ "+ .. = R

2.10 Dividends '

Equity dividends are recognised when they 'become"legally payable. Interim"equity'dividends are
recognised when paid. Final equity dividends are recognised when approved by the shareholders at
an annual general meetrng .

Page 17



NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER 2019

= Accounting policies (continued)

211 Credltors

A Short term creditors are measured at the.transaction price. Other fnanclal liabilities, including bank
loans, are measured initially at fair value, net of transaction costs, and are measured subsequently
at amortlsed cost usrng the effective interest method

2.12 Foreign currency translatlon,

Functional and presehtatiorr currency
The Company s functional and presentational currency is GBP and denominated in £ 000‘
Transactrons and balances

Forelgn currency transactlons are translated into the functlonal currency usrng the spot exchange
rates at the dates of the transactions.

At each perlod end foreign currency monetary items are translated using the .closing rate. Non--
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange.rate
" when fair value was determined. .

Foreign .exchange gains and losses resulting from the settlement of transactions and from the
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in profit or loss except when deferred in other comprehensive income as’

qualifying cash flow hedges. : . : . ’

Foreign exchange gains and losses that relate to borrowrngs and cash and cash equivalents are
presented in the Statement of Comprehensive Income within ‘finance income or costs’: All other
foreign exchange gains and losses are presented in profit or loss ‘within 'other operatrng income'..

. : _ ) . Page 18
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER 2019

2

2.13 Current and deferred taxation

Accounting policies (continued)

The tax expense for the year comprises current and deferred tax. Tax is recognised in profit or loss
except that a charge attributable to an item of incomé and expense recognised -as’ other
comprehensive income or to an item recognised directly in equity is also recogmsed in other
comprehensnve income or dlrectly in eqmty respectlvely

o The current mcome tax charge is calculated on the basis of tax rates and laws that have been

enacted or substantively enacted by the balance sheet date in the countries where the Company
operates and .generates income.

Deferred tax balances are recognlsed in respect of all tlmmg dlfferences that have originated but not
reversed by the Balance Sheet date, except that:

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

: Any deferred tax. balances are reversed if and when. all conditions for ‘retaining assocuated tax
“allowances have been met.-

Deferred tax balances are not re’cdgmsed in respect of permanent dlfferehces except in respect of

. business combinations, when deferred tax is recognlsed on the differences between the fair values

of assets acquired and the future tax deductions available for them and the differences between the -
fair values of liabilities acquired and the amount that will be assessed: for tax. Deferred tax is
determined using tax rates and laws that have been enacted or substantively enacted by.the balance
sheet date

Page 19
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NOTES TO THE FINANCIAL STATEMENTS
* FOR THE YEAR ENDED 31ST.DECEMBER 2019

“Judgements in applying accounting policies and key sources of estimation uncertainty

Estlmates and judgements are contlnually evaluated and are based on historical experience and other . .

factors, "including expectations of future events that are believed to be reasonable under the
circumstances. The estimates and assumptlons that have a risk of causing material adjustments to the -
carrying amounts of assets and liabilities within the next financial year are addressed below.

Useful economic lives of intangible assets.
: “
The annual amortlsatlon charge for |ntang|ble assets is sensmve to changes in- the eshmated useful.
" economic lives. The useful economic lives are re-assessed annually and are amended when necessary .
- to reflect current estimates. See note 9 for the carrying amount of the lntangible assets

Impalrment Assessments

At each balance sheet date the Company consxders whether intangible assetslprogramme nghts are
impaired. Where an indication of impairment is identified the estimation of recoverable value requires
estimation of the recoverable value of the cash generating urits (CGUs). This requires estimation of the
future cash flows from the CGUs and also selection of approprlate discount rates in order to calculate the
net present value of those cash flows. : .

Impairment of non-financial assets

At each balance sheet date non-financial assets ‘not carried at fair value are assessed to determine
whether there is an indication that the asset (or asset's CGUs) may -be impaired. If there is such an
indication the recoverable amount of the asset (or asset's CGUs) is compared to the carrying-amount of -
the asset (or asset s CGUs)." '

The recoverable amount of the asset (or asset's CGUs) is the higher of the fair value less costs to sell
and value in use. Value in use is defined as the present value of the future cash flows before interest and
tax obtainable as a result of the asset's (or asset's CGUs) continued tse.

These cash flows are discounted using. a pre-tax discount rate that represents the current market risk-
free rate and the risks inherent in the asset. .

If the recoverable ‘amount of the asset (or asset‘s CGUs) is estimated to be lower than the’ carrying
amount, the carrying amount is reduced to its recoverable amount. An impairment loss, |s recognlsed in
the Statement of Comprehenswe Income. *

If an impairment loss is subsequently reversed, 'ihe carrying amount of the asset (or asset's CGUs) is
increased to the revised estimate of its recoverable amount A reversal of .an |mpa|rment loss is .
recognised in the Statement of Comprehenswe Income.

Programme nghts
The - cost of completed programmes is written’ down over the estimated usefui life. "hls requires

managements best estimate of an individual programmes ability to generate economic benefit. The
assumptlons reflect historical experience and requnre management's judgement
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FOR THE YEAR'ENDED 31ST DECEMBER 2019

Turnover

h 2019 - 2018
) £000 £000
Analysis of tulrridver by country of destination ‘ .
United Kingdom S - 3182 4,192
Rest of Europe : o - ' o © . 1,283 2,577
Rest of the world - , ‘ ' - ‘ 12,764 . 14,178
_ R S © 17,229 20,947
/ —_—
: : 2019 - 2018
o . . o ' ’ . £000 . £000
An analysis of turnover by class of business is as follows: ’ i
Consumer products ' T 12,430 16,152
Home entertainment . : o o . 2,512 - 382
Television ‘ - o ' . . 2 1,761
 Live events - - 2,003 . 2,147 -
_New media -- L . T 282 505
17,229 20,947
Operating profit ;
The operating profit is stated after éhargingf(crediting):
‘ 2019 2018
_ o ; £000 £000
Amortisation of investment in programmes . 7,048 8,023 .
Exchange differences o » . o A (260) 399

_ Royalty expenses : : I L 4,861 5429

The distribution costs line in the proft and loss account compnse marketlng and advemsmg costs for
both the current and the prior year.
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GULLANE (THOMAS) LIMITED

~ NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER 2019

Auditors' remuneration

Auditors' remuneration has been borne by a related 'party, HIT Entertainment Limited, in the current and
prior year. HIT Entertainment Limited incurred audit fees of £285,000 (2018 - £235,000) fees relating to
other services of £nil (2018 £nil) and fees relating to other taxation services of £17,000 (2018 -
£44,000).

Directors and 'employees

The Company has no employees other than the Dlrectors (2018 - 'no employees other than the
Directors), who did not receive any remuneratlon (2018 - £n|l)

The Directors were remunerated by other Group companles and no recharges were made (2018 - £n|l) it
is not possible to appomon the share of the Directors costs for serwces undertaken on behalf of the
Company. ‘

Interest receivable

2019 2018

. £000 £000
Interest receivable from group undeftakings - . 645 - 532
645 532

Interest receivable relates to interest accrued on amounts owed by group undertakings.
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NbTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31ST DECEMBER 201‘9.

Tax on profit

Corpora'tion, tax

Currént tax on profits for the year

" Adjustments in respect of.prior periods

Foréign tax

Foreign tax on income for the year

- Total current tax

Deferred tax

Origination and reversal of timing differences
Adjustment in respect of prior periods
Changeintaxrate - . -

* Total deferred tax ’ . "

Taxation charge/(credit) on bljofit

Page 23

2019 2018
~ £000 £000
.- (24)
(140) 42
(140) 18
314 328
314 328 °
174 346
‘ .
662 (203)
159 . (180)
43 27
1864 (356)
1,038 .’ (10)



NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER 2019 . _

' Bi—vi_de_nds pai«dﬂ 7

Tax on profit (co'ntinued)

Factors affectmg tax charge for the year.

.The tax assessed for the year is lower than (201 8 lower than) the standard rate of corporatlon tax in the
"UK of . 19% (2018 - 19%). The differences are explained below:

‘2019 . 2078

) £000 £000
Profit before tax : ' o ' 3911 - 5727
Profit before tax multiplied by standard rate of corporatlon tax in the UK of S =
19% (2018 - 19%). N ) - 743 . 1,088
Effects of: ' ‘ '
Increase in tax rate ‘ . SR i o 43 26
-Tirning differences in relation to IIP ) . E , . (138) . (51)
Tax refund on UK production spend . : - . (23)
Previous year deferred tax . o L : S 159 .'(180)
Previous year current tax _ . ' (140) - 42
Group relief : _ - (33)
Transfer pricing adjustments o ' ' - (752) (8_79)
Utilisation of previously u'nrecognised tax losses ' . (151) -
* Derecognised deferred tax asset. ' . . . ‘ 1,274 - -
Total tax ehargel(credit) for the year C ‘ ) : 1,038 .. (10)

Factors that.may affect future tax charges -

The Fmance Act 2019 confirms that the corporatron tax rate would be cut to 17% from 1 April 2020. This
was substantially enacted on 1 September 2019. In November 2019, the Prime Minister announced that
he intended to cancel the future reduction in corporation tax rate from 19% to 17%. However, this was not
enacted until after the balance sheet date and therefore deferred taxes continue to be measured at the
enacted rate of 17%.

2019 2018

' A £000 £000
. Dividends paid to g‘roup undertakings .. . - ) 35,662 '. -
35,662 -
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER 2019

LR

12.

Intangible assets

"Cost

At 1 January 2019

At 315t December 2019
Amortisation.

At 1 January 2019 -

At 31st December 2019

Net book value

At 31st December 2019 -

At 31st December 2018

Sfocks

Investment in programmes

Investment in programmes

1 January 2019

* Amortisations

Transfers

" At 31 December 2019

Acquired
Rights

£000

. 8,354

8,354

8,354

8,354

2019 2018
_£000 £000 -
8,198 6,691
8,198 . ..6,691

. J '

Completed Total
£000. £000
6,691 6,691

(7,048) (7,048)
8,556 8,556
" 8,199 8,199
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER 2019

13. .

14.

"Debtors

2019 - 2018
] ) £000 £000
Amounts falling due after more than one year '
- Deferred tax asset - - 662 -
- 662
" 2019 2018
] £000 £000
Amounts falling due within one year h
Trade debtors _ o L1511 2,932
- Amounts owed by group undertaklngs . ' ) 64,969 -~ 9i,036.
© Other debtors N . - 552
Prepayments and accrue_d income ‘ : .2,095 1,782 .
68,575  -96,302

Amounts owed by group undértakihgs are not Secured interest free and are repayable on demand,
except for amounts due from Mattel International Finance B.V. which as at 31 December 2019 were a
credit balance of £342,907 (2018: debit balance of £31 102 182), which are subject to interest based ona -

weighted average mvestment rate.

“Cash at bank and in hand

2019 2018

. £000 -£000

Cash at bank and in hand - : o ' . 656 951
656 951

Page 26



NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER 2019

15. Creditors: Amounts falling due within one year

Trade creditors A

Amounts owed to group undertakings-
" Taxation and social security

‘Accruals and deferred income

2018

2019
£000 £000
1,839 2437
58,940 51,955
. 38 - 83
1,820 2,751
62,637 57,226

Amounts owed to the. Group undertakings are not secured,are interest ‘fre_e and are repayable'on

demand.

‘

|
l
I
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER 2019

16.

17.

Deferred.taxation

At beginning of year .

(Charged)/credited to profit or loss

Af end of year

The deferred tax (liability)/asset is-made up as fdllows: ) '

DTA on reserve

' DTA on separate trade revenue
DTLon P
" Unrelieved foreign taxes -

2018

2019
£000 £000
662 305
(864) 357
(202) 662
2019 2018
£000 £000
42 73
94 456
(338) (905)
- 1,038
(202) 662

There is an unrecoghised deferred tax asset of £2,153,492 (2018: £994,217), being £878,964 in respect:
of Creative Sector Relief losses not utilised and £1,274,528 in respect of unrelieved foreign taxes. The
asset may reduce future tax charges in the event that appropriate profits arise in the future such that the

losses and unrelleved forelgn tax credit can be utlllsed

Calied up Share capital

Authorised ’
1,000 (2018 - 1,000). Ordinary shares of £0.10 each

2019
£000

2018
£000
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. NOTES TO THE FINANCIAL STATEMENTS _ :
.FOR THE YEAR ENDED 31ST DECEMBER 2019 - : .

18.

-19.

" 20. .

Reserves
Other reserves

Other reserves relate to a capital contribution from 2012, when there was a restructuring exercise within

" the Mattel Inc group, of which the Company is a wholly owned indirect subsidiary. Al movements during

the year in other reserves have been drsclosed in the Statement of Changes in Equrty on page 12 of the
financial statements. ' -

Profit and loss account

All movements during the year in the Profit and Loss account have been disclosed in‘the Statement of
Changes in Equity on page 12 of the financial statements. The date of transition to FRS 102 was 1st
January 2014 ) .

Post balance sheet events

The Coronavirus pandemio is having a major effect worldwide on people, businesses and the eco"nomy

during 2020 and the Company's top priority has been to mitigate the disruption to its-business. The
Directors continue to both monitor the situation closely and take adaptive measures accordrngly Whilst

. the year to date turnover at 30 September 2020 in the Company’s Toy and Consumer Products business

has seen a downturn, the release of new content in 2020, and the planned release in 2021, is expected to
help drive this revenue back towards pre-Covid levels. The Live Events and Attractions business has also ,

suffered understandably during the Coronavirus pandemic, as a drrect result of forced postponements .

and cancellations. The downturn.in this revenue stream is however expected to be temporary through
2020, with a return to FY19 revenues hoped for by 2021. Liquidity is expected to be sufficient to -
effectively manage through the disruption and to continue to-execute the key elements of the Company S
strategic plan. - .

Despite the aboyeassessment, ‘given the uncertainty created by the Covid-19 pandemic, the- Company
has sought and obtained a letter of support from its ultimate parent company Mattel Inc. Consequently,
the Directors believe that for any reason should the Company be unable to meet its liabilities then Mattel

- Inc. have the ability and intention to provide support in accordance with this letter for at least 12 months
-from the date of these financial 'statements. The Company has assessed whether it can rely upon the -

letter of support and has no concerns |n that regard. Therefore these financial statements are prepared

ona gOII’lg concern basis.

.The Directors deem the outbreak of Covid-19 in March 2020 to be a non- adjustrng post balance sheet
-event. .

Whilst the United Kingdom's decision to leave the EU cannot yet be fully assessed, the -Company's

revenues are diverse geographically with 82% generated outside of the United Kingdom and 74%

generated outside of Europe. Given the Company's type of business, it does not rely on cross border -

supply chains and can mitigate short term*pressures on Sterling with access to funding from the Matte!
Inc. group in'a range of currencies. The Directors therefore believe that the potential impact of the United

, .Krngdom s decision to leave the EU will not have a material impact on the Company.

Contingent liabilities

The Company has given a g‘uarantee,in respect of the bank borrowings of Mattel Inc., a fellow group
company, which amounted ta £nil at 31 December 2019 (2018: £nil). The guarantee is secured by a
charge on the company’s accounts receivable balances (excluding any intercompany balance). .
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NOTES TO T"HE FINANCIAL S'TATEMENTS' .
FOR THE YEAR ENDED 31ST DECEMBER 2019

21.

~ Controlling party

The immediate parent undertakmg is Sunshlne Holdlngs 3 Limited, wh|ch is registered in England and -

Wales.

The ultimate parent undertaking and controlling party is Mattel Inc., a publlcly listed company registered in
the United States. The largest and smallest group of companies into which the results of the Company
are consolidated at the balance sheet date i is Matte! Inc.

The consolidated financial statements can be obtained at Mattel Inc. 333 Contiriental Bivd, El Segundo
CA 90245, Unlted States .
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