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Strategic report

The directors present their strategic report for the year ended 31 March 2020.

Principal activity and review of the business

The principal activities of the company are the publishing, licensing, marketing, distribution and
development of entertainment software.

The company’s key financial and other performance indicators during the year were as follows:-

2020 2019 change

3000 3000 %.
Turnover 183,334 372,226 29
Gross profit (%) 63 72 (13)
Shareholder’s deficit (609,309) (415,428) 46

The turnover for the year decreased by 51% to $183,334,000 (2019 - $372,226,000). This was due to the
timing schedule of major game title releases. Turnover for the previous year included sales of Shadow of
the Tomb Raider, Kingdom Hearts 3 and Just Cause 4 which were all key titles released in the year and
represented a much fuller release schedule for the company than in the current year. .

The gross profit margin in the year decreased from 72% to 63%. This is a result of a larger proportion of the
turnover being earned from sales of games made using the company’s own IP in the previous year. Current
year turnover included a larger proportion of sales of Japanese developed titles, mainly Final Fantasy XIV
and Final Fantasy VII Remake, upon which the company pays an intra-group royalty and so earns a lower
margin.

Exceptional costs of $137,077,000 (2019 - $nil) were incurred during the year. The current year charge
relates entirely to the impairment of capitalised development costs arising from reduction in carrying values
or complete impairment of the assets.

The shareholder’s deficit increased due to the loss reported for the current year.

Principal risks and uncertainties

The company had the following principal risks and uncertainties. The directors regularly monitor all these
risks and uncertainties and appropriate actions are taken to mitigate the risks or their potential outcomes.

Financial instruments

The company has exposure to foreign currency risk due to various intercompany balances, significant sales
to customers and payments to suppliers in currencies other than the company’s functional currency. The
company seeks to balance the flows of currency across countries to minimise any imbalance of foreign
currency receipts and payments.

Technological risk

The company has exposure to technological changes which may include the introduction of new hardware
platforms and adaption of appropriate software technology to operate on these platforms.

Launch of products

The company has exposure to delays in the launch of new product titles, the subsequent impact of the
additional costs related to those delays and compliance with new regulations required for a product to be
launched in the market. This could impact on the financial performance of the company and its reputation
in the market.
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Strategic report

Principal risks and uncertainties (continued)

Loss of key personnel

The company has exposure to the loss of key personnel by way of having the appropriate employee skill
base to develop new products which would be successful in the market.

Brexit uncertainty

The company has exposure to uncertainty caused by the UK’s ongoing process of leaving the European
Union (“Brexit”). Brexit uncertainty has potential impacts on foreign exchange gains and losses due to
exchange rate volatility, movement.of physical goods into and out of the UK plus associated VAT and
customs duties, and freedom of movement and right to work in the UK for EU nationals.

Consumer reaction to product launches

The company has exposure to consumer opinion of its games. If key products are not-well received it can
severely impact on the company’s profitability given that the vast majority of game development and
marketing costs are sunk by the time of a product launch.

General economic conditions and COVID-19 pandemic

The company has exposure to uncertainty caused by the COVID-19 pandemic and its impact on economic
conditions both within the UK and on a global scale. The COVID-19 pandemic has had a direct impact on
the company’s operations. However, the video games industry has stood up well during the pandemic and
therefore the risks and uncertainties affecting the company are considerably lower than those affecting
companies in many other industries. .

Section 172 Statement

The board of directors consider, both individually and as a board, that they have acted in a manner that, in .
their opinion, would be most likely to promote the success of the company for the benefit of its members

as a whole (having regard for its stakeholders and matters set out in s172(1) (a-f) of the Companies Act
2006) in the decisions made during the year ended 31 March 2020.

The directors consider the likely consequences that might result from any decisions made or actions taken
on the long-term future of the company and its stakeholders. In doing so, the interests and well-being of
the company’s employees are key considerations.

The directors continue to monitor and develop relationships with employees, customers, suppliers and
gamers as key contributors to the company’s ongoing success.

The directors recognise the importance of attracting and retaining talent in what is a competitive industry.
As such the directors are committed to supporting and rewarding the company’s employees. With
employee wellbeing in mind, the directors support flexible working and a strong culture of work-life
balance. The directors have also supported the creation of several wellbeing-related employee resource
groups: Gender Diversity, Environment, Mental Health, Racial and Ethnic Diversity, Pride and
Accessibility, each with an intention of supporting a specific area employee wellbeing.

The company aims to build and maintain strong working relationships with its customers and suppliers,
without whom the company could not operate effectively. The video games industry is a relatively close-
knit community and as such it is essential that the company maintains strong relationships with key
players in the industry, covering the full range of the company’s activities.

The relationships with customers include the interactions the company has with the players of its games.
The directors recognise that delivering great content is what ultimately determines the success of the
company. Such is the importance of delivering great content, it is clearly defined in the Square Enix
corporate philosophy which states the business aims ‘To spread happiness across the globe by providing
unforgettable experiences’.
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The decisions made and actions undertaken by the directors aim to represent and maintain the company’s
reputation for appropriate standards of business conduct.

On behalf of the Board

DocuSigned by:
Pl Ko
97681\903?:;%4489...
~ P Rogers
Director
1 June 2021
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Directors’ report

The directors present their report and financial statements for the year ended 31 March 2020.

Results and dividends

The loss for the year after taxation amounted to $193,812,000 (2019 — profit of $14,821,000). The
directors do not recommend a final dividend (2019 — $nil). Decreased turnover due to game release
schedule, and exceptional costs from the impairment of capitalised development costs were the most
significant contributors to the current year fluctuation.

Future developments

The directors aim to maintain the management policies and the strategic direction that will allow the
company to continue to develop high quality games, enabling it to exploit the opportunities offered by this
growing sector. In the coming years this will be achieved by exploiting a mixture of new IP and established
game franchises.

Going concern

The directors have relied upon parental support from the company’s ultimate parent undertaking, Square
Enix Holdings Co., Ltd, a company registered in Japan, to allow the directors to adopt the going concern
basis of accounting. Parental support will allow the company to meet its obligations and liabilities as they
fall due should this be required. The directors, having made inquiries of, and having assessed the responses
of the directors of the company’s ultimate parent undertaking, Square Enix Holdings Co., Ltd, consider the
ultimate parent undertaking to have sufficient financial resources to fulfil the obligation to provide
continuing financial support, to allow the company to meet its obligations and liabilities should financial
support be necessary. They have thus concluded that the company is a going concern for at least 12 months
from the date of approval of these financial statements.

Streamlined Energy and Carbon Reporting

The company actively pursues a policy of reducing and recycling waste across its locations. This includes
adopting paperless working practices where possible, sourcing recyclable products and minimising single-
use plastics, and encouraging employees to reduce waste and improve recycling. The company has a
dedicated Environment Group within its workforce tasked with achieving the company’s enwronmental
goals.

Information about the company’s energy consumption and carbon emissions is not included in this report
as it is not practical for the company to obtain such information. In the period covered by this report, the
company incurred energy costs as part of a fixed service charge payable to a property management company,
rather than directly from utility providers. Therefore, detailed information about energy consumption and
carbon emissions is not available.

Directors
The directors who served the company during the year were as follows:

P Rogers
Y Matsuda

Disclosure of information to the auditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant
audit information, being information needed by the auditor in connection with preparing its report, of which
the auditor is unaware. Having made enquiries of fellow directors and the company’s auditor, each director
has taken all the steps that he.is obliged to take as a director.in order to make.himself aware of any relevant
audit information and to establish that the auditor is aware of that information.

*
P
Ll *
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Auditor

A resolution to reappoint Ernst & Young LLP as auditor will be put to the members at the Annual General
Meeting.

On behalf of the Board

DocuSigned by:

Pl Ropers
9768A9036AF4488...
P Rogers
Director
1 June 2021
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Directors’ responsibilities statement

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

Company law requires the directors to prepare financial statements for each financial year. Under that law
the directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law), including
financial Reporting Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of
Ireland’. 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 these financial statements, the directors are required to:
e  select suitable accounting policies and then apply them consistently;
e  make judgments and estimates that are reasonable and prudent;

e  state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and

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

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

W e Ta e T




DocuSign Envelope ID: 0D0B10EA-3E61-41FF-92DD-0B6FDEAFSD4B

Square Enix Limited
. __________________]

Independent auditor’s report to the members of Square
Enix Limited

Opinion

We have audited the financial statements of Square Enix Limited for the year ended 31 March 2020 which
comprise Statement of comprehensive income, the Statement of financial position, Statement of changes
in equity and the related notes 1 to 21, including a summary of significant accounting policies The
financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards FRS 102 “The Financial Reporting Standard applicable in the UK and
Republic of Ireland” (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

e  give a true and fair view of the company’s affairs as at 31 March 2020 and of its loss for the year
then ended;

e  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements section of our report below. We are independent of
the company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

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

Conclusions relating to going concern

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

o the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

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

Other information

The other information comprises the information included in the annual report set out on pages 1 to 7,
other than the financial statements and our auditor’s report thereon. The directors are responsible for the
other information.

Our opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in this report, we do not express any form of assurance conclusion 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 our knowledge obtained in the audit or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements or a material misstatement of the other
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information. If, based on the work we have performed, we conclude that there is a material misstatement
of the other information, we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

o the information given in the strategic report and the directors’ report for the financial year for which
the financial statements are prepared is consistent with the financial statements; and

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

Matters on which we are required to report by exception

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

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:

e adequate accounting records have not been kept or returns adequate for our audit have not been
received from branches not visited by us; or

o the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or

e we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 7, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view, and for such internal control as the directors determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the company or to cease
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

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

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them in an auditor’s report and for no other purpose. To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company’s members as a body, for our audit work, for this report, or for the opinions we
have formed.

@M\( V%JU' ' L(’P

Stuart Darrington (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
London '

3 June 2021

10
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Statement of comprehensive income

for the year ended 31 March 2020

Turnover
Cost of sales

Gross profit

Selling and marketing
Research and development
Administrative expenses

Write off intercompany debtors
Exceptional items

Operating (loss)/profit

Interest receivable and similar income
Interest payable and similar charges

(Loss)/profit on ordinary activities before taxation

Tax on ordinary activities

(Loss)/profit for the financial year and total comprehensive

income

All amounts relate to continuing activities.

Notes

2

~N N W 00 W

2020 2019
$000 $000
183,334 372,226
(67,730)  (105,153)
115,604 267,073
(26,228) (57,362)
(64,308)  (144,673)
(73,379) (40,549)
(1,132) (182)
(137,077) -
(186,520) 24,307
3,489 2,159
(11,672) (10,532)
(194,703) 15,934
891 (1,113)
(193,812) 14,821

11
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Statement of financial position

at 31 March 2020

Fixed assets

Intangible assets

Capitalised development costs
Tangible assets

Investments

Current assets

Capitalised development costs

Stock

Debtors:
amounts falling due within one year
amounts falling due after one year

Cash at bank and in hand

Creditors: amounts falling due
within one year

Bank overdraft

Net current liabilities

Net liabilities

Capital and reserves

Called up share capital

Share premium account

Capital redemption reserve

Hedging reserve

Foreign exchange reserve

Profit and loss account

Shareholder’s deficit

Approved by the board

DocuSigned by:

Piil Ropers
9768A9036AF4489...
ogers

Director

1 June:2021.

Notes

10
13
11
12

13
14

15
15

16

18

2020

$000 $000

7,037

85,093
2,104
51,170
145,404

98,953
15,442

98,868

4010

102,878
81,227
298,500

(1,053,213)

(754,713)

609,309

196,584
4,194

4

(221)
(2,420)
(807,450)

(609,309)

5000

74,686

2019
$000

5,215
189,656
2,711
53,541
251,123

17,968
12,085

4,026

78,712
109,674
218,439

(806,871)
(78,119)
(666,551)

(415,428)

196,584
4,194

4

(152)
(2,420)
(613,638)

(415,428)

12
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‘Statement of changes in equity

H

for the year ended 31 March 2020

At 1 April 2018
Profit for the year
Foreign exchange
At 1 April 2019
Loss for the year
Foreign exchange
At 31 March 2020

Capital _Foreign Hedging
- Share Share  redemption  exchange reserve  Profit and
capital premium reserve reserve loss account Total
3000 3000 3000 3000 3000 3000 3000
196,584 4,194 4 (2,420) - (628,459) (430,097)
- - - - - 14,821 14,821
. . - - (152) - (152)
196,584 4,194 4 (2,420) (152)  (613,638) (415,428) -
- - - - - (193,812) (193,812)
- - - - (69) - (69)
196,584 4,194 4 (2,420) (221)  (807,450) (609,309)

13
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Notes to the financial statements
at 31 March 2020

1. Accounting policies
Statement of compliance

Square Enix Limited is a limited liability company incorporated in England. The Registered Office is 240
Blackfriars Road, London, SE1 §NW.

The company’s financial statements have been prepared in compliance with FRS 102 as it applies to the
financial statements of the company for the year ended 31 March 2020.

Basis of preparation
The financial statements have been prepared on the historical cost basis.
The nature of operations and its principal activity are set out in the Directors’ report.

The financial statements are prepared in US Dollars. During the year ended 31 March 2018 there was a
change in the company’s functional currency from Sterling to US Dollars, effective 1 January 2018. The
change in functional currency was a result of a change in the contracted currency for royalty payments made
between the company and Square Enix Co. Ltd, a fellow group company registered in Japan.

The company’s management has decided to change the presentational currency of the financial statements
to US Dollars for the year ended 31 March 2020 to align the presentational currency with the functional
currency. Current year balances are presented in US Dollars, and comparative balances have been restated
in US Dollars. Given the company’s underlying books and records have been maintained in US Dollars
since the functional currency change described above, management is of the opinion that presenting the
financial statements in US Dollars provides more reliable and relevant information.

Going concern

The company’s business activities, together with the factors likely to affect its future development and
position, are set out above. The directors have relied upon parental support from the company’s ultimate
parent undertaking, Square Enix Holdings Co., Ltd, a company registered in Japan, to allow the directors to
adopt the going concern basis of accounting. Parental support will allow the company to meet its obligations
and liabilities as they fall due should this be required. The directors, having made inquiries of, and having
assessed the responses of the directors of the company’s ultimate parent undertaking, Square Enix Holdings
Co., Ltd, consider the ultimate parent undertaking to have sufficient financial resources to fulfil the
obligation to provide continuing financial support, to allow the company to meet its obligations and
liabilities should financial support be necessary. They have thus concluded that the company is a going
concern for at least 12 months from the date of approval of these financial statements.

Group financial statements

The financial statements contain information about Square Enix Limited as an individual company and do
not contain financial statements information as the parent of a group. The company is exempt under section
401 of the Companies Act 2006 from the requirements to prepare group financial statements for the period
to 31 March 2020 as it and its subsidiary undertakings are included in the group financial statements of its
ultimate parent undertaking, Square Enix Holdings Co., Ltd, a company registered in Japan.

‘Statement of cash flows

The company has taken advantage of the exemption to prepare a statement of cash flows under Financial
Reporting Standard 102. The company is a wholly owned subsidiary of a Japanese parent. Square Enix
Holdings Co., Ltd. Square Enix Holdings Co., Ltd prepares group financial statements, which are publicly
available from Shinjuku Eastside Square, 6-27-30 Shinjuku, Shinjuku-ku, Tokyo, 160-8430, Japan.

Disclosure exemptions

In accordance with FRS 102 Section 33, the company has taken advantage of the exemptions for
subsidiary undertakings, whose 100% of voting rights are controlled within a group, from the requirement
to disclose related party transactions.

14
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Notes to the financial statements
at 31 March 2020

1. Accounting policies (continued)
Judgements and key sources of estimation uncertainty

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

Taxation

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

Operating lease commitments

The Company has entered into property, plant and equipment leases as a lessee. The classification of such
leases as operating or finance lease requires the Company to determine, based on an evaluation of the
terms and conditions of the arrangements, whether it retains or acquires the significant risks and rewards
of ownership of these assets and accordingly whether the requires an asset and liability to be recognised in
the balance sheet.

Provision for price protection

Management judgement is required to determine the amount of provision to be recognised for price
protection sales credit notes. Judgement is based on management’s knowledge of market conditions,
analysis of the performance of individual titles and evidence obtained from previous price protection
claims.

Capitalisation and amortisation of development costs

Management judgement is applied in determining whether the criteria for capitalising costs incurred in the
development of new games have been met. Additionally, judgement based on management’s knowledge
and experience of expected revenue flows is used to determine appropriate periods over which the costs
are amortised.

Intangible assets

Intangible assets acquired separately from a business are capitalised at cost. Intangible assets acquired as
part of an acquisition of a business are capitalised separately from goodwill if the fair value can be
measured reliably on initial recognition. Intangible assets acquired as part of an acquisition are not
recognised where they arise from legal or other contractual rights, and where there is no history of
exchange transactions. Intangible assets, excluding development costs, created within the business are not
capitalised and expenditure is charged against profits in the year in which it is incurred.

Subsequent to initial recognition, intangible assets a restated at cost less amortisation and accumulated
impairment. Intangible assets are amortised on a straight line basis over their estimated useful lives. The
carrying value of intangible assets is reviewed for impairment if events or changes in circumstances
indicate the carrying value may not be recoverable.

The useful economic lives of intangible assets are as follows:

Computer software - 33% per annum straight line
Internally developed software - 33% per annum straight line

If there are indicators that the carrying value or useful life of an intangible asset has changed since the most
recent annual repomng period prev:ous estimates shall be reviewed and, if current expectations differ, the
residual value amomsatlon ‘method or useful life shall be amended: Changes in the expected useful lifé or
the expected pattem of consumptlon of benefit shall be accounted for as a change in accounting estimate.

15
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Notes to the financial statements
at 31 March 2020

1. Accounting policies (continued)
Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses. Such cost includes costs directly attributable to making the asset capable of operating as intended.

Depreciation is provided on all property, plant and equipment, at rates calculated to write off the cost, less
estimated residual value, of each asset on a systematic basis over its expected useful life as follows:

Leasehold improvements - over the life of the lease
Fixtures, fittings and office equipment — 20% per annum straight line
Computer equipment - 33% per annum straight line

The carrying values of tangible fixed assets are reviewed for impairment when events or changes in -
circumstances indicate the carrying value may not be recoverable.

Investments

Investments held as fixed assets are stated at cost less provision for any permanent impairment in value. The
carrying values are reviewed for impairment in periods if events or changes in circumstances indicate the
carrying value may not be recoverable.

Capitalised development costs

Capitalised development costs correspond to the costs incurred in the development of new games to the
extent that the company has determined that:

+

e the game is technically and commercially feasible;

e the game clearly is defined and related expenditure is separately identifiable;
e  current and future costs are expected to be exceeded by future earnings;

e the company has the intention and ability to complete the game; and

e  adequate resources exist for the product to be completed;

Game costs are amortised over the period that, based on historical experience, prudently simulates the
expected flow of revenues from the game, in the period starting from the month of release. Internally
developed software costs are amortised on a straight line basis at 33% per annum.

At the close of each fiscal year game costs are reviewed by project for any loss of value compared to the net
book value at that time. Where the expected future contribution of a game does-not exceed the total expected
costs to complete the development an impairment provision is made.

Impairment of non-financial assets

The company assesses at each reporting date whether an asset may be impaired. If any such indication
exists the company estimates the recoverable amount of the asset. If it is not possible to estimate the
recoverable amount of the individual asset, the company estimates the recoverable amount of the cash-
generating unit to which the asset belongs. The recoverable amount of an asset or cash-generating unit is
the higher of its fair value less costs to sell and its value in use. If the recoverable amount is less than its
carrying amount, the carrying amount of the asset is impaired and it is reduced to its recoverable amount
through an impairment charge in profit and loss unless the asset is carried at a revalued amount where the
impairment loss of a revalued asset is a revaluation decrease.

Stocks

Stocks comprisé finished goods for resale, and are stated at the lower of cost and net realisable value. Cost
is calculated as cost of materials. Net realisable value is based on estimated selling price, less further disposal
costs.

Cash

Cash and cash equivalents in the balance sheet comprise cash banks and in hand and short term deposits
with an original maturity date of three months or less.
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Square Enix Limited

Notes to the financial statements
at 31 March 2020

Accounting policies (continued)
Short term debtors and creditors

Debtors and creditors with no stated interest rate and receivable or payable within one year are recorded at
transaction price. Any losses arising from impairment are recognised in the income statement in other
operating expenses.

Revenue recognition

Revenue is recognised to the extent that the company obtains the right to consideration in exchange for its
performance. Revenue is measured at the fair value of the consideration received, excluding discounts,
rebates, VAT and other sales taxes or duty.

Sales of goods

Sales of games to retailers and external distributors at invoiced and accrued amounts less value added tax
and provision against any subsequent returns. Turnover from sales of games is recognised at the point at
which the game is delivered. The company makes provision against any subsequent returns or price
protection.

Royalty revenue from distributors

Royalty payments received or accrued from external distributors under licence of the right to distribute
games in certain territories. Where advance payments against royalties are received under licence in so far
as the company’s obligations have been fulfilled such advances are recognised at the point at which they
become non-returnable;-and

Royalty revenue from licence agreements

Royalty payments received or accrued from third parties under licence of the right to exploit the Group’s
intellectual property on other media. These are recognised on an accruals basis in accordance with the
substance of the relevant contracts.

Interest income
Revenue is recognised as interest accrues.
Deferred taxation

Deferred taxation is recognised in respect of all timing differences that have originated but not reversed at
the balance sheet date where transactions or events have occurred at that date that will result in an obligation
to pay more, or right to pay less or to receive more, tax, with the following exceptions:

e  Deferred tax assets are recognised only to the extent that the directors consider that it is more likely
than not that there will be suitable taxable profits from which the future reversal of the underlying
timing differences can be deducted.

Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the periods
in which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date.

Research expenditure

Research expenditure is written off as incurred, except for development expenditure incurred on an
individual project which is capitalised when it is relatively assured there will be future economic benefits
generated. :

Foreign currencies

Transactions in foreign currencies are initially recorded in the entity’s functional currency by applying the
spot exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in
foreign currencies are retranslated at the rate of exchange ruling at the balance sheet'date” All differences
are taken to the profit and loss account.
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A Square Enix Limited
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Notes to the financial statements
at 31 March 2020

1. Accounting policies (continued)
Operating leases

Rentals payable under operating leases are charged in the profit and loss account on a straight line basis over
the lease term. Lease incentives are recognised over the lease term on a straight line basis.

Pensions

The company pays specified pension contributions to certain employees’ private pension schemes on a
monthly basis. Other than this, the company has no ongoing commitment. Consequently no provision for
pension obligations is necessary. Contributions to defined contribution schemes are recognised in the profit
and loss account in the period in which they become payable.

2. Turnover
All turnover and profits originate from the UK and relate to the principal activity of the company.

Segmental analysis by geographical areas by destination

2020 2019
$000 3000
United Kingdom : 26,449 53,848
France 17,354 19,824
Germany 37,936 84,319
Rest of Europe 42,323 58,142
United States of America 9,821 85,390
Rest of the world 49,451 70,703
183,334 372,226
3. Staff costs
Staff costs consist of:

2020 2019
$000 3000
Wages and salaries 20,078 15,886
Social security costs 2,533 1,931
Other pension costs . ’ 2,152 1,611
Payments in lieu of notice - 26
24,763 19,454

The average number of employees, including directors, during the year was:
2020 2019
No. No.
Administration " T 176 157
Development 126 112
302 269
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Notes to the financial statements
at 31 March 2020

4. Directors’ remuneration

2020 2019

3000 3000
Remuneration ' 696 1,042
In respect of the highest paid director of Square Enix Limited:

2020 2019

3000 $000
Remuneration ) 696 1,042

5. Operating (loss)/profit

This is stated after charging/(crediting):

2020 2019

3000 $000
Depreciation of owned fixed assets 1,377 1,093
Amortisation of intangible fixed assets 3,596 2,362
Amortisation of capitalised development costs 32,788 133,403
Provisions against investments 2,371 -
Auditor’s remuneration — audit services* 577 623
Auditor’s remuneration — tax services 29 96
Rentals under operating leases - plant and machinery 2 3

- other operating leases 2,115 1,364

Loss/(profit) on foreign exchange : 3,809 (23,301)
Write off intercompany debtors 1,132 182

*Ernst & Young LLP member firms also audit overseas subsidiaries and charge fees of $117,000 (2019 -
$118,000)

6. Interest receivable and similar income

2020 2019
5000 $000
Amounts receivable from group undertakings 3,469 2,155
Other interest receivable 20 4
3,489 2,159
7. Interest payable and similar charges
2020 2019
3000 $000
Amounts payable to group undertakings 11,103 9,773
Other interest payable 569 759
11,672 10,532 -
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Square Enix Limited

Notes to the financial statements
at 31 March 2020

8. Exceptional items
This is stated after charging:

Impairment of capitalised development costs

2019

2020

3000 $000
137,077 -
137,077 -

This charge relates to the impairment of capitalised development costs of products that were in development

during the year.

9. Tax
(@)  Tax on loss on ordinary activities
The tax charge is made up as follows:

Current tax:

UK corporation tax

Prior year adjustment
Withholding tax expense
Total current tax (note 9(b))

(b)  Factors affecting tax charge for the year

2020

The tax assessed for the year differs from the standard rate of corporation tax in the UK of 19% (2019 —

19%). The differences are explained below:

Profit/(loss) on ordinary activities before tax

Profit/(loss) on ordinary activities multiplied by standard rate of corporation

tax in the UK of 19% (2019 - 19%)

Effects of:

Expenses disallowed for tax purposes

Income not included in determining taxable profit
Previously unrecognised losses utilised in the current year
Movement in unrecognised deferred tax

Withholding tax expense

Prior year adjustment

Current tax for the year (note 9(a))

2019
$000 $000
(973) 1,087

(24) -
106 26
(891) 1,113
2020 2019
$000 $000
(194,703) 15,178
(36,994) 2,384
788 634
(132) (1,104)

. (973)
35,365 (354)
106 26
(24) -
(891) 1,113
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Notes to the financial statements
at 31 March 2020

Tax (continued)

(c)  Factors that may affect future tax charges

On 3 March 2021 the UK Government announced its intention to increase the main rate of corporation
tax from 19% to 25% effective 1 April 2023. This change is to be enacted as part of Finance Act 2021.
At the date of preparation, Finance Act 2021 had not been substantively enacted, and therefore this
change of rate is not reflected in the accounts.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period
when the asset is realised or the liability settled, based on the tax rates that have been enacted or
substantially enacted at the balance sheet date. Therefore, the unrecognised deferred tax is measured at
19% in the current period.

Intangible fixed assets
Internally
Computer developed
software software Total
3000 3000 3000
Cost:
At 1 April 2019 6,107 17,548 23,655
Additions 371 5,172 5,543
Foreign exchange difference (212) . (510) (722)
At 31 March 2020 6,266 22,210 28,476
Depreciation:
At 1 April 2019 5,731 12,709 18,440
Charge for the year 21 3,385 3,596
Foreign exchange difference (198) (399) (597)
At 31 March 2020 5,744 15,695 21,439
Net book value:
At 31 March 2020 522 6,515 7,037
At 1 April 2019 . 376 4,840 _ 5215
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Square Enix Limited

Notes to the financial statements

at 31 March 2020

Tangible fixed assets

Cost:

At 1 April 2019

Additions

Disposals

Foreign exchange difference
At 31 March 2020
Depreciation:

At 1 April 2019

Charge for the year
Disposals

Foreign exchange difference
At 31 March 2020

Net book value:

At 31 March 2020

At 1 April 2019

The company does not hold any assets held under finance leases.

Investments

Cost:

At 1 April 2019
Additions

At 31 March 2020

Provision against investments:
At 1 April 2019

Additions

‘At 31 March 2020

Carrying amount at 31 March 2020
Carrying amount at 1 April 2019

Leasehold Computer Fixtures and
improvements equipment fittings Total
$000 3000 5000 3000
874 5,844 173 6,891
- 874 42 916
- - &) &)
9) (228) - (237)
865 6,490 210 7,565
518 3,600 62 4,180
213 1,129 36 1,378
- - ) (%)
(16) (74) (2 %92)
715 4,655 91 5,461
150 1,835 119 2,104
356 2,244 111 2,711
Subsidiary  Associates Total
undertakings
$000 3000 3000
90,906 2,630 93,536
90,906 2,630 93,536
39,995 - 39,995
- 2,371 2,371
39,995 2,371 42,366
50,911 259 51,170
50,911 2,630 53,541
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Square Enix Limited

|

Notes to the financial statements
at 31 March 2020

investments (continued) _
The subsidiary undertakings at 31 March 2020 were as follows:

Proportion of

Country of Class of shares  ordinary share  Nature of
Name . incorporation  held . capital held business
Crystal Dynamics, Inc* (1) USA Ordinary shares 100% Developer of
. ‘ entertainment
software
Eidos Interactive Corporation (2) Canada Ordinary shares 100% Developer of.
entertainment
software
Eidos Creative Software China Ordinary shares -100% Interactive
Development (Shanghai) Co. Entertainment
Limited** (3) . Software
+ Square Enix SARL (4) France " Ordinary shares 100% Promotion of
entertainment
. ‘ . ' ' software
Square Enix GmbH (5) Germany Ordinary shares 100% Promotion of
entertainment
; software
Eidos Inc (6) USA Ordinary shares 100% Parent
- undertaking
IO Interactive Holdings S/A (7)  Denmark Ordinary shares 100% Parent
undertaking
SCi Games Limited (8) England Ordinary shares 100% Parent
undertaking

All of the above companies operate principally in their country of incorporation.
* Held indirectly through Eidos Inc **Held indirectly by SCi Games Limited
The Registered office address of each of the companies listed above is

1)
2
(3
4
(5)
(6)
(7
®

1400A Seaport Blvd, Suite 300, Redwood City, CA 94063, USA

400 de Maisonneuve West, 6! Floor, Montreal, Quebec, Canada, H3A 114
‘Bridge 8°, Room 9201, #25 Jian Guo Zhong Road Shanghai, 200025 China
43 Rue Raspail, 92300 Levallois-Perret, France

Domstrasse 17, 20095 Hamburg, Germany

1400A Seaport Blvd, Suite 300, Redwood City, CA 94063, USA

Gammel Mont 2-4, DK-1117 Copenhagen, Denmark

240 Blackfriars Road, 12 & 13t Floors, London, SE1 NW

The investment in associates is a 22.23% shareholding in Bulkhead Interactive Limited, a company
registered in England and Wales.
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Square Enix Limited

Notes to the financial statements
at 31 March 2020

Capitalised development costs

At 1 April 2019

Capitalised in the year

Released to profit and loss

Impairment released to profit and loss (note 8)
At 31 March 2020

Current
Non current

Stocks

Raw materials and consumables
Finished goods

Debtors

Trade debtors

Other debtors

Prepayments and accrued income

Amounts receivable from fellow group undertakings*

Amounts ‘falling due after more than one year included above are:

Other debtors
Prepayments and accrued income
Amounts receivable from fellow group undertakings

2020 2019
$000 $000
207,624 190,061
146,287 150,966,
(32,788)  (133,403)
(137,077) -
184,046 207,624
98,953 17,968
85,093 189,656
184,046 207,624
2020 2019
$000 $000
2,855 2,141
12,587 9,944
15,442 12,085
2020 2019
$000 $000
17,450 13,969
6,026 1,918
25,039 20,253
54,363 42,572
102,878 78,712
2020 2019
$000 $000
1,944 .
2,000 3,958
66 68
4,010 4,026

* Balance is intercompany trading balances with no fixed payment terms. Interest is charged at Prime
Business Rate plus 0.5% for balances with Canadian entities and at WSJ Prime Rate plus 0.5% for

balances with US entities.
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Square Enix Limited

Notes to the financial statements
at 31 March 2020

Creditors: amounts falling due within one year

Trade creditors

Amounts payable to fellow group undertakings*
Other creditors

Accruals and deferred income

Corporation tax

2020 2019
$000 5000
11,290 8,558
1,001,197 736,455
1,687 796
39,039 .60,010

- 1,052
1,053,213 806,871

* Balance includes intercompany trading balances with no fixed payment terms. Interest is charged at
Bank of England Base Rate plus 2% for balances with UK entities, Euribor rate plus 1.75% for balances
with EU entities, Prime Business Rate plus 0.5% for balances with Canadian entities and at WSJ Prime
Rate plus 0.5% for balances with US entities. Balance also includes formal loans from fellow group
entities which are repayable on demand. Interest is charged at rates between 1.2% and 3.2% on the various

loans.

Deferre& taxation

Recognised tax assets

Tax effect of recognising previously unrecognised tax losses
Current year charge

Deferred tax for the year

Unrecognised tax assets

Difference between tax allowances and
book depreciation of fixed assets

Tax effect of losses carried forward

2020 2019
3000 3000
- (973)
- 973
2020 2019
3000 3000
3,141 2,998
116,755 70,573
119,896 73,571

In accordance with FRS 19, the recognition of a deferred tax asset has been limited to the extent that the
company anticipates making sufficient taxable profits in the near future to absorb the reversal of the

underlying timing differences.
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Square Enix Limited

Notes to the financial statements
at 31 March 2020 :

Issued share capital

2020 ‘ 12019

Allotted, called up and fully paid No. 3000 No. 3000

_ Ordinary shares of £1 each 33,668,515 45,520 33,668,515 45,520
Ordinary ‘A’ shares of 5p each 1,800,076,760 121,685 1,800,076,760 121,685
Ordinary ‘B’ shares of £1 each 21,730,281 29,379 21,730,281 29,379

' 1,855,475,556 196,584 1,855,475,556 196,584

The ‘A’ ordinary shares are non-voting but otherwise rank pari passu with the £1 ordinary shares.

On 24 June 2004 the company increased its authorised share capital from £206,750 to £25,206,750 by the
creation of 25,000,000 ‘B’ ordinary shares of £1 each. The new class of “B” ordinary shares rank pari passu
with the ordinary shares except as expressly provided otherwise in the company’s Articles of Association.

On 1 September 2015 the company issued 33,500,552 new £1 ordinary shares at par. The shares were issued
to the company’s immediate parent at the time, Square Enix of Europe Holdings Limited, in a debt to equity
conversion. The value of the consideration received was £33,500,552.

Financial instruments
2020 2019

5000 3000

Financial assets that are equity instruments
measured at cost less impairment

Unlisted investments 51,170 53,541

Financial assets that are debt instruments
measured at amortised cost

Cash « 81,227 109,674
Debtors o : . : 77,839 - 58,459
Financial liabilities measured at amortised

cost

Creditors (1,014,174)  (746,861)

Other financial commitments

At 31 March 2020 the company had total commitments under non-cancellable operating leases as set out
below:

2020 2019

Land and Land and
buildings Other buildings Other
3000 3000 3000 3000

Operating leases which expire:

Within one year 2,049 2 1,900 3
In two to five years 7,486 2 187 5
Over five years 9,825 - - -
19,360 4 2,087 8

26



DocuSign Envelope 1D: 0D0B10EA-3E61-41FF-92DD-0B6FDEAF9D4B

21.

Square Enix Limited

Notes to the financial statements
at 31 March 2020

Ultimate parent undertaking and controlling party

As at 31 March 2020, the company’s immediate and ultimate parent undertaking and controlling party was
Square Enix Holdings Co., Ltd, incorporated in Japan. Square Enix Holdings Co., Ltd is the parent of the
smallest and largest group of undertakings for which group financial statements are prepared. Group
financial statements for Square Enix Holdings Co., Ltd are available from Shinjuku Eastside Square, 6-27-
30 Shinjuku, Shinjuku-ku, Tokyo 160-8430, Japan.
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