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o STRATEGIC REPORT ' . : .
. FOR THE YEAR ENDED 31ST DECEMBER 2019

Introduction '

The Directors present the Strateglc Report of HIT Entertamment L|m|ted (the "Company") for the year ended 31 )
December 2019.

- Business review
Business environment

* .The -children’s entertainment business, .comprised of television content, licensing & merchandising, home
entertainment, live event shows & attractlons and dlgltal continues to be a very competltlve industry undergoing
" structural change

While the industry has seen a prollferatnon of specialist chrldrens ‘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, dIStflbuthl’\ is secured among the free-to-air publlc television
broadcasters in the major markets.

The Company’s partnership with DHX Medla is almed at developmg producing and d|str|but|ng a range of multl-
platform Bob the Builder content. This agreement also gives DHX Media the rights to distribute existing Bob the
Builder content as part of a strategy of leveraging core brands and intellectual property-in.new ways. Bob the
Builder content continues to be distributed on a global scale. Aside from Bob'the Builder, the Company is
making an additional effort to explore the possibilities of developing some of |ts existing Intellectual Property, in -
turn helping to promote new opportunities for revenue growth '

Turnover has reduced 36% from the prior year. This is Iargely attributable to a marked decline in revenues from
its Consumer Products business, which in turn will be partially driven by a lack of new content compared to
2018. The decline in .Consumer Products was partially offset by. a 40% increase in Home. Entertainment
revenues through the continued partnership with DHX Media, and a rise in Live Events revenues, mainly due to

. improved attendances. During 2020, the Live Events business has sufferred from cancellations and reduced
attendances as a direct result of the Covid-19 pandemic. This remains a concern going into 2021, albeit with
Live Events continuing to form a less significant portion of the Company's revenues than Consumer Products ‘
and Home Entertainment. S

Strategy

’

Key elements of the Company’s' strategic plan are as follows:
- continued exploitation of the HIT Entertalnment brand portfolio through diverse I|nes of business |ncIud|ng
Home Entertainment, Consumer Products, Live Events, Television and New Media;
enhance the HIT Entertainment brand portfolio through programming content investment and innovation;

* increase brand awareness through alternatlve dlstnbutlon pIatforms
* continued upgrade of major licensees; T TR s e e -
R marntam strong relationships with broadcasters all over the world; :
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STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31ST DECEMBER 2019

Future Developments

The Coronavrrus pandemic that had a globa| impact during 2020 is havrng a major effect worldwrde on people
businesses and the economy. The Company’s top priority has been to protect the health and safety of their
employees and at the same time mitigate the disruption to its business. The Directors continue to monitor the

- situation closely and take adaptive measures accordingly. Whilst the: year to date turnover at 30 September

2020 in the Company's Consumer Products business has seen a slight downturn, new content deals have

"helped maintain revenues at pre-Covid levels. Liquidity is expected to be sufficient to effectively manage

through the disruption and to continue to execute the key elements of the Company s strateglc plan.

The Directors deem the-outbreak of Covid-19 in March 2020 to be a non- adjustlng post balance sheet event
(also see note 22). ;

Whilst the United Krngdom s decision to leave the EU cannot yet be fully assessed the Company's revenues
are diverse geographically with 84% generated outside of the United Kingdom and 40% 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 Group in a range of currencies. The
Directors therefore believe that the potential impact of the United ngdom s decision to Ieave the EU will not
have a material impact on the Company : .

Gomg 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 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 in that regard. Therefore, these financial statements are prepared on a going concern basis..

Principal risks and uncertainties.

"The Dlrectors of Mattel Inc manage the Group's risks at a Group level, rather than at an individual entrty level.
For this 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. '

Frnancral key performance mdlcators

The key performance indicators (KPI s) used by the Company to measure annual performance are turnover and
operating loss.

>Turnover in 2019 was £2 081 1000; a decrease of 36% on the prior year (2018 £3, 242 ,000j. The operatrng Ioss

was £10 663,000 in 2019; a decrease of 17% on the prior year (2018 loss - £12 800,000).

* The net liability of the Company'at 31 December 2019 was £41, 588 000 (2018 net liability - £30,914,000).

The Company expects its partnership wrth DHX Media; combrned wrth the herltage of its brand portfolio, to
provide a p|atform for future revenue growth. .
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STRATEGIC REPORT (CONTINUED) = .
FOR THE YEAR ENDED 31ST DECEMBER 2019

 This rep'ort.was approved by the board onpcc : 2 Z”Zon and signed on its behalf.

Prashant Bapna
Direct_o_r_
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~ DIRECTORS' REPORT
FOR THE YEAR ENDED 31ST DECEMBER 2019

\

‘The directors present their report and the financial statements for t.he' ‘year ended 31 December 2019.
Directors' respons'ibilities statement’

The dlrectors are responsible for prepanng the Annual Report and the financial statements in accordance with
applicable law and regulations. .

Company law requires the dlrectors 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 forthat period. In preparing the fnanc1a|
statements, the dlrectors are required to:

o select. suitable accounting policies and then apply them consistently;
e make judgements and accounting estrmates that are reasonable and prudent
e ' state whether applicable United Kingdom Accountrng Standards, comprising FRS 102 have been

followed, subject to.any material departures dlsclosed and explained in the financial statements; and

. prepare the financial statements on the gomg concern basls unless |t is inappropriate to presume that the
Company will continue i business. :

The directors are also responslble for safeguardmg the assets of the company and hence for taking reasonable
steps for the prevention and detectlon of fraud and other irregularities. -

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’ conflrmations . ] . )
In the case of each director in office at the date the Directors’ Report is approved:

. so far as the director is aware, there is no relevant audit mformatlon of which the companys auditors are '
unaware; and’

e they have taken all the steps that they ought to have taken as a directorin order to make themselves aware . -

of any relevant audit information and to establish that the company’s auditors are aware of that information.
Prrncupal activities ..
The prlnC|paI activities of the Company is that of ownership, development and explmtatlon of intéllectual
property rights . associated W|th the HIT brand portfolio. The Dlrectors expect this to remaln so for the
foreseeable future.
o Results and leldends ‘ B .

The. Ioss for the year after taxation, amounted to £1 0,674,000 (2018 - /oss £11,850,000).

’ The Company did not pay any dividends throughout the year (2018: £nil). There are no plans for a final dividend
(2018 £nit).
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o DIRECTORS' REPORT (CONTINUED) .
A  FOR THE YEAR ENDED 31ST DECEMBER 2019

Dlrectors

The directors of the company who were in offce dunng the year and up to the date of signing the fnancral

statements were

v

P Bapna (appointed 27 July 2020)

S Wollman (appointed 18 November 20l 9)

A Godfrey (appointed 24 January 2018) : _ '

A Unitt (resigned 7 August 2000)
T Lynch (resigned 29 Apnl 2019)

Future developments

Future developments are discussed in the Strategic~Report on page 1.

. Post Balance Sheet Events

In March 2020 the Company vacated its existing office premises in London, relocating to a new office building .

located in-Slough. This decision is expected to improve the long-term profitability of the Company through

achieving synergies by bringing together the employees of HIT Entertainment Limited and Mattel U.K. Limited (a

fellow UK subsidiary of Mattel Inc.). As such an onerous Iease has been recognised for £1 4m as at 31

December 2019 (see note 17)

Subsequent to the year end; the Dlrectors continued discussions with the Landlord whilst also explorlng sub-
leasing optlons On 23 March, the outbreak of the Covid-19 pandemic resulted in significant changes to the UK
market conditions following the .Government's lockdown announcement ‘and resulted in no formal agreement

being signed with either the Landlord or a tenant.

At the date of signing these financial statements in December 2020, the Directors are still seeking a res’olut‘ion
and estimate that the most likely cost of finalising a surrender of the existing lease will be in the range of £1.3m

- £1.6m plus VAT compared to the lease I|ab|I|ty for the minimum expected future lease payments of £2. 4m per
- note 21. ' »

The above subsequent events have been considered to be non-adjustmg post balance sheet events and there

are no other subsequent events to be dlsclosed within these financial statements.

Financial instruments

funding requirements, and wiii manage any finance arrangements needed to meet such requirements -

provided for as doubtful accounts A .
Research and development activities

The Company does not engage in research and development activities. ‘_ '

N

-

The Comparniy'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 specrfcally

Page 5

" The Company is exposed to foreign exchange risk in respect to its operatlons in the UK and abroad, and to a
lesser extent, net assets denomlnated in foreign currencres .

..The Company maintains sufficient avallable funds for its daily operatlons Management actlvely monitors all .
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DIRE'(.:TORS' REPORT (CONTINUED)
_FOR THE YEAR ENDED 31ST DECEMBER 2019

Engagement with employees

- The Company places considerable importance on informing employees of matters’ of concern to them and
issues affecting the Company's:operational and financial performance. The principal means of communication .
included all staff being regularly invited to briefings on the business from the Chief Executive Officer.
‘Employment of individuals within the Company is based on the position to be filled and the qualifications of the
applicant, without regard to race, religion, sex, age, colour, marital status, national origin, handicap or any other
characteristic. The aim is to ensure that the most capable job ‘applicants are recruited and the most competent
qualrfed candrdate mcludrng disabled. persons, are considered for vacancies in the Company

Quallfymg thrrd party lndemnlty provisions

As permitted by the Articles of Association, the Directors have the benefit of an |ndemn|ty 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’ Oﬁ'cers liability insurance in respect of itself and its Directors.

Going concern

The Dlrectors consider the Company a gorng concern desplte a net liability posrtron due to contlnued fnancral
.support from within the Mattel Inc. group. .

" The Company has sought and obtained a letter of support from its ultimate parent company Mattel Inc.-
conﬁrmlng its. intention, should it be required, to provide additional fi nancral support for at least twelve months
from the date on which the financial statements are signed.

Post balance sheetevents' SN B ' IR

The offce relocatlon which occurred in March 2020 has’ been dlscussed in the Future Developments sectron of
the Strategic Report on page 1. o

The only other significant post balance sheet event is considered to be the global Covid-19 pandemic, the
impact of which has been assessed in the Strategic Report on page 1. The Directors deem the outbreak of
. Covid-19 in March 2020 to be 'a non-adjusting post balance sheet event (see note 22).

'Independent aud‘itors :

The audltors PricewaterhouseCoopers LLP will be proposed for reapporntment in accordance with sectron 485
of the Companies Act 2006. .

Thrs report was approved by the board on D CL z 202‘ . and srgned on its behalf.

Prashant Bapna
Director -
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.Independent audltors report to the members of HIT
Entertainment Limited

Repert on the audit of the financial statements

Opinion
In our opinion, HIT Entertainment Limited’s financial statements: .

o giveatrueand faxr view of the state of the company’s affairs as at 31 December 2019 and of i 1ts 16ss 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 Reportmg Standard apphcable in the UK and
Republic of Ireland”, and applicable law); and

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

We have audited the financial statements, included within the Annual Report and Financial Statements (the “Annual
Report™), which comprise: the Balance Sheet as at 31 December 2019; the Statement of Comprehenswe Income, the
Statement of Changes in Equity. for the year then ended; and the notes to the ﬁnanc1a1 statements whlch include a
description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law.
-Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities 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 independent 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 fu]ﬁlled our other ethical
respon51b1ht1es in accordance with these requirements.

~ Conclusions relatmg to gomg concern

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

e the drrectors use of the going concern basis of accountmg in the preparatlon of the ﬁnancxal statements is not
appropriate; or .

o 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.

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

Reporting on other mformatlon

The other information comprises all of the information in the Annual Report other than the ﬁnanc1a] statements and our
auditors’ report thereon. The directors are responsible for the other information. Our opinion 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 responsxblllty 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 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 the work we have performed, we conclude that
there is a material misstatement of this other lnformatlon weare required to report that fact. We have nothing to report
based on these responsibilities.

With respect to the Strategic Report and Dlrectors Report, we also consrdered whether the disclosures requ1red by the UK
Companies Act 2006 have been included.



Independent auditors’ report to the members of HIT
. Entertamment lelted ( eontmued )

Based on the I'espOIlSlbllltleS descrlbed above and our work undertaken in the course of the audlt 1SAs (UK) requlre us also
_ toreport certam oplmons 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 with the financial statements and has been prepared i in
: accordance with applicable legal requirements. .

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

Respon51b111t1es for the ﬁnanclal statements and the audit
" Responsibilities of the directors for the financial statements

" As-.explained more fully in'the Directors’ Responsibilities Statement set out on page 4, the directors are respon51b1e for the
preparation of the finarcial statements in accordance with the applicable framework and for bemg satisfied that they give a
true and fair view. The directors are also responsible for such internal control as they determiine is necessary to enable the
preparation of financial statements that are free from material mlsstatement whether due to fraud or error.

In preparing the financial statements, the directors are respon51b1e for assessmg the company’s ability to contmue asa gomg
_ 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 reahstlc a]ternatlve but to do so.

i Audltors responszblllnes for the audlt of the ﬁnanczal statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from matenal
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 mﬂuence the economic dectsxons of users
taken on the basis of these financial statements.

 Afurther descrlptlon of our responsibilities for the audit of the ﬁnancnal statements is located on the FRC'’s web51te at:
www.frc.org.uk/ audltorsrespon51b1]1t1es This description forms part of our audltors report.

. Use of this report .

This report, including the opinions, 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 rio 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 1s shown or into whose hands it
may come save where expressly agreed by our prior consent in wrmng

- - — ~
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_ ‘Independent audltors report to the members of HIT
. Entertamment lelted ( continued)

. Other required repOrtmg

'Companles Act 2006 exception reporting
Under the Companies Act 2006 we are requ1red to report to you if, in our opinion:
e - we have not received all the information and explanations we require for our audit; or

e adequate accountmg records have not been kept by the company, or returns adequate for our audit have not been
received from branches niot visited by us; or .

e ' certain dlsclosures of directors’ remuneration specified by law are not made; or

e the financial statements are not in'agreement with the accounting records and returns.

We have no exceptlons to report arising from this responsibility.

Stuart Macdougall (Senior Statutory Auditor)
. for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

London -
23 December 2020




STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2019

. 2019 2018
Note E £000 £000 -
Turnover - L S ‘ 4 2081 - 3242
. Costofsales - , i ) : ’ A (2,884) (4,987)
Gross loss . BT . C . (803) . (1,745)
Distribution costs R ’ . . o (554) ‘ (500) ‘
" Administrative expenses - ' : SR ' ‘ S (9,224) (10,219) - .
Other operating expenses o : ) _— . (82) . (336)
Loss before tax - . 5 (10,663)  (12,800)
Tax credit/(charge) on loss _ o ' ‘ 9 S 1y - 950
Loss for the fihancial year - - ' _ ,' R (10,674) (11,850)

hY

There were no recognised gains and Iosses for 2019 or 2018 other than those mcluded in the statement of
' comprehenswe income. . .

" The notes on pages 13 to 37 form part of these financial statements.
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BA'LANCE SHEET.

o S ; ~ AS AT 31 DECEMBER 2019
: 2019 - - 2018
- Note ~ £000 oo £000
Fixed assets o :
Tangible assets 10 261 193
Investments 11 21,783 21,783
22,044 21,976
Current assets - R , '
Stocks - 12 767 . 2,938
Debtors amounts falling due after more than = . ’

~one year 13 1,840 1,762
Debtors: amounts falling due WIthm oneyear .13 4,349 5417 |

.Cash at bank and in hand 14, - 94 174

. 7,050 10,291

- Creditors:.amounts falllng due within one : .
year 15 . (69,007) - (62,906)

. Néchrrent liabilities- (61’,957) (52,615)
Total eSSets less current liabilities . (39,913) "(30,639)
Provisions for liabilities ' _ , '
Provisions 17 (1,675) (275)

(1,675) (275)

“Net liabilities (41,588) ' (30,914)
‘Capital and reserves
Other reserves ' 19 309,679 309,679
Profit and loss account 19 ~ (351,267) (34_0,:593) .
Total shareholders' deficit (41,588)~

(30,914) .

The financial statements were approved and authorlsed fori |ssue by the board and were sngned on its behalf on

DC(— 2-2, 2.0 z.a o

Prashant Bapna
Director ’

- =

. The notes on pages 13 to 37 form ‘part of these vﬁnancial statements.

= =
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STATEMENT OF CHANGES IN EQUITY .
. FOR THE YEAR ENDED 31 DECEMBER 2019

) Called up Other Profit and

" share c_apit’al reserves loss account Total eqmty
£000 . £000 . " £000 £000

‘At 1st January 2018 o o S 309,679 (328,743) (19,064)
“Loss for the year . ' I - © (11,850) . (11,850)
At 1st January 2019 - : : - 309,679 - (340,593) (30,914)
* Loss for the year - ' . ‘ . - (10,674) (10,674)
. At 31st December 2019 : " . -. 7 309,679 .. (351,267) (41,588)

. The riotes on pages 13 to 37 form part of these financial statements.

~

Page 12



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

1.

General information

HIT Entertainment Limited (the "Company") owns, develops and-exploits -'intellectual"property rights
associated with the HIT Entertainment Limited brand portfolio. The Company is a private company limited

"by shares incorporated and domiciled in the United Kingdom and registered in England and Wales. The
. address of its registered office is 3rd Floor The Porter Burldrng, 1 Brunel Way, Slough, Berkshrre
- England, SL1 1FQ .

Accounting polrcres . - :

2.1 Basis of 'preparation'of financial statements

The fi nancral statements have been prepared under the historical cost convention unless otherwise
'specified within these accounting policies and in accordance’ with Financial Reporting Standard 102,

. the Financial Reporting Standard applrcable in the UK and the Republrc of lreland and the
Companies Act 2006.

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 in that regard. Therefore, these accounts are prepared on a going
concern basis.

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 accounting polrcres (see note 3).

The Company is itself a subsidiary company and is exempt from the requirement to prepare group
financial statements by virtue of section 401 of the Companies Act 2006. These financial statements
therefore present.information about the Company as an individual undertaking and not about its
group. The ultimate parent undertaking and controlling party is‘Mattel Inc., a publicly listed company
registered in the United States. The largest and smallest group of companiés into which the results
of the Company are consolidated at the balance sheet date is Mattel inc. The consolidated financial
statements can be obtained at Mattel Inc. 333 Contrnental Blvd, El Segundo, CA 90245 United
States

Page 13



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

]

'Accoun_tingpolicies(continUed) N : ' ro

2.2 Exemption from preparihg consolidated finahcial statements

The company has taken advantage of the following dlsclosure exemptions in prepanng these‘:
financial statements, as permitted by the FRS 102 "The Financial Reportlng Standard appllcable in.-
the UK and Republlc of Ireland" .

« the requrrements ‘of Sectron 4 Statement of Financial Posrtlon paragraph 4. 12(a)(|v)

+ 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 paragraphs 26. 1B(b) 26. 19 to 26.21 and
26.23;

« the requirements of Section 33 Related Party Disclosures paragraph 33. 7

'Thls information is included in the consohdated financial statements of Mattel Inc as at 31
December 2019 and these financial statements may be obtamed from 333 Contlnental Bivd, El
“Segundo; CA 90245, United States.

The following principal accQunting policies have been applied:

Page 14
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-NOTES TO THE FINANC!AL STATEMENTS .
. FOR THE YEAR ENDED 31ST DECEMBER 2019

- 2. -Accounting policies (continued)
2.3 Revenue
231 General

The Company has adopted the guidance whereby revenue is recognised-only when all of the
following conditions are met:

(i) Evidence of a licensing agreement exists in the form of a signed and fully executed contract;
(ii) - 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 period of the arrangement has begun and the customer can begrn eprortatlon
exhibition or sale;

(v) ~ The arrangement fee i is fixed or determrnable and

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

2.3.2 Licensing revenue

2. 3 2.1 Variable Fees - no Minimum Guarantee (MG') Recognltlon .
‘All royalty and Ilcensrng income is recognised as revenue on an "as-earned” ba5|s dunng 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 royalty revenue accrual is established using the best estimate
available, considering but not limited to, licensee sales projections, historical data and seasonal
fluctuations and only when the amount is considered material to the individual contract.

Upon receipt of actual reported royalties, "contract inception to reporting date reported royalties"'are
compared to "contract inception to reporting -date- recognlsed revenue” with any associated true
up/down recognised in revenue. .

Delinquent royalties

.Where revenue recognised during a period is based on an accrual (as obposed to actual rebortéd
royalties) and royalties are not reported by the reporting perlod due date- (usually a subsequent
period) the licensee will be considered delinquent. As such:

- a reversal of previously accrued revénue for the reporting period that is now delinquent is booked
in the period that the royalty becomes delinquent; and '

"« no further revenue is accrued in future periods untrl the Company receives all delinquent royaity
statements

Thrs is on the basis that where a licensee is not reportlng royaltles bythe reportrng perrod due date
collection of the fees may no longer be reasonably assured.

2322 Variable Fees with non-cross collateralised 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 mlnd each licensee contract is managed as its own business plan,’
weighing up

licensee performance and ongoing relationship development when consrderrng minimum
guarantees. As a result the Company will, from time to tlme subjectively waive all or part of an MG
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER 2019

2. -Acc_ounting policies (continued)
2.3 Revenue (contrnued)

to manage such partnerships This would generally occur in the final year of a contract and can
occur under multiple scenarios. .

As, the possibility of -waiver cannot be determined until contract end ‘when performance can be
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:

* Royalties are recognised on an as-earned basis as per 2.3.2.1'above.

* Royalties 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 recogmtron of royalty
income in the last reporting period of the contract term

. Recognition, of : any guarantee balance is SUbjECt to the criteria outlined in 2.1 above being met.

- 2)- Under contracts which have stand-alone glJarantee periods: -

]

* The guarantee shortfall is recognrsed with the recognition of royalty income in the last reportrng
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 .
" brandfterritory/category/year/film until the licensee exploits all the nghts As Such revenue is
recognised as follows .

1) Under contracts which aIIow for the cross-collateralisation of guarantee balances and have a
specifi ed guarantee for the entire contract term: .

. +Per2322 above.
‘2)' Under contracts which have stand-alone guarantee periods:"

- Per2.3.2.2above. . :

P T C et =

" - 233 Licensing revenue-TV.. L . __
Income is recognised upon satisfaction of the criteria outlined.in 2.3. 1

The majority of television contracts have a single advance payment. Thls is referred.to as a 'ﬂat fee'.
- Flat fees are considered fixed arid determinable. )

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

television programmes.represents the invoiced value of license fees mcludmg withholding tax but

excludmg value added tax.

Where timing differences arise between the recognmon of revenue in the Profit & Loss statement,
and the contractual time . when the Company is allowed to invoice the Iicensee revenue is
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. NOTES TO THE FINANCIAL STATEMENTS
. -FOR THE YEAR ENDED 31ST DECEMBER 2019

2.

Accounting policies (continde_d) - . . o ’

2.3 Revenue (continued)

. recognised as follows:

(y

starts;

@

Where the Company can contractually invoice in the cutrent period but the revenue
recognition criteria is not met until a subsequent period (contract signed, material delivered, but
license period starts in a future month) recognition of revenue is deferred until the license period

Where the Company has mef the revenue recognition criteria in the current period but -

contractually cannot invoice until a subsequent period (whether several instalments or 1 instalment
at end of the license), revenue is accrued until the point at which the invoice can be raised.

234

_ 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 recognized in accordance with 2.3.2 above, any advance in "Deferred Revenue
- Liability" is offset against "Accrued Revenue Asset" created at the time of recognising revenue.

Revenue is i'ecognised to the extent that it is probable that the economic benefits will flow to-the
. Company and the revenue can be reliably measured. Revenue is measured ‘as the fair value of the -
consideration received or receivable, excluding discounts, rebates, value added tax and other sales

taxes

The following criteria must also be met before revenue is recognised:

Sale of goods

Revenue from the sale of goods is recognised when all of the following conditions are satisfied:

the Company has transferred the significant risks and rewards of ownership to the buyer‘

the Company retains neither continuing managerial involvement .to the degree usually

assocnated with ownership nor effective control over the goods sold;
the amount of revenue can be measured reliably;

it is probable that the Company will receive the consideration due under the transaction; and A

Rendering of services

. the costs incurred or to be incurred in respect of the transaction can be measured re|iably.

Revenue from a contract to provide serv:ces‘ is recognised in the period in which the services are
provided in accordance with the stage of completion of the contract when all of the foIIownng
conditions are satisfied:

the amount of revenue can be measured reliably; °
it is probable that the Company will receive the consideration due under the contract;

the ‘stage of completion of the contract at the end of the reportmg penod can be measured

reliably; and
the costs incurred and the costs to complete the contract can be measured reliably.
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T © NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER 2019

>

Accounting policies (continued)

2.4

Foreign'c'urrency translation -

Forelgn currency transactrons are translated into the functronal currency usrng the spot exchange_
rates at the dates of the transacttons o

At éach period 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 falr value are measured using the exchange rate

when fair value was determined. .

" Foreign exchange gains and losses resuIting from the settiement of transactions and from the

translation at period-end exchange rates of monetary. assets and liabilities denominated in foreign
currencies are recognised in the Statement of Comprehénsivé Income . except when deferred in
other comprehensrve lncome as qualifying cash flow hedges.

Foreign exchange gains and losses that reIate to borrowings 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 operating income'.

2.5

2.6

2.7

- 2.8

Interest i‘ncome

Interest income is recogmsed |n Statement of Comprehensnve Income usmg the effective lnterest
‘method.

Borrowing costs -

All borrowmg costs are recognised in the ‘Statement of Comprehensrve Income in the year in which .
they are incurred. ’

Finance costs

Finance costs are charged to Statement of Comprehensrve Income over the term of the debt usrng ’
‘the effective interest method so that the .amount charged is at a-constant rate on the carrying
amount. Issue costs are initially recognised as a reduction |n the proceeds of the associated.capital
lnstrument . .

Pensions’
Defined contrlbutlon pensuon plan

The Company operates a defined contribution plan for its employees A defined contnbutlon planis a
" pension plan under which the Company pays fixed contributions intc a separate entity. Once the
contrlbutlons have been paid the Company has no further payment obligations.

" The contnbutlons are recognlsed as an expense in profit or loss when they fall due. Amounts not
paid are shown in-accruals as a liability in the Balance Sheet. The assets of the plan-are held
separately from the Company in rndependently admmrstered funds.
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: NOTES TO THE FINANCIAL STATEMENTS
. FOR THE YEAR ENDED 31ST DECEMBER 2019

2 Accdunting policies (continued) -

2.9 Current and deferred taxation
. The tax expense for the year comprises current and deferred tax. Tax is recognis‘ed in profit or loss .
. except that a charge attributable to an item of income and expense recognised as other
. comprehensive income or to an item recognised - dlrectly in equity is also recognlsed in other
comprehensive income or dlrectly in equity respectlvely T

The current income tax charge is calculated on the basis of tax rates and laws that have been
, enacted or substantively enacted by the. balance sheet date inthe countries where the Company
. operates and generates lncome

Deferred tax balances are recognised in respect of all timing dlfferences that have onglnated 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 retalnlng associated tax
allowances have been met.

Deferred-tax balances are not recognised in respect of permanent dlfferences except in respect of
- business combinations, when deferred tax is recognised 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 bafance
sheet date.

2 10 Tanglble fixed assets
FTanglble fixed, assets under the cost model are stated at historical cost less “accumulated
depreciation and any accumulated impairment losses. Historical cost includes expenditure that is
directly attributable to bringing the asset to the locatlon and condition necessary for it to be capable
of operatlng in the manner |ntended by management. - . %

Depreciation i§" charged so as to allocate the cost of assets less their resndual value over their
. estlmated useful lives, usmg the straight-line method.

Depreciation is provided on the following basis:

Short-term Ieasehold,property - Straight line over term of lease

- Plant and machinery - Straight line over 3-5 years

Fixtures and fittings ; - Straight line over 3-5 years

T -+ Computer equipment - Straight line over 3-5 years
' Other fixed assets - Straight line over 3-5years *~ - - . e

The assets' residual values, useful lives and depreciation methods are rel/iewed and adjusted .
prospectively if approprlate or if there is an |nd|cat|on of a significant change since the last reportlng
date.

i
Gains and losses on disposals are determined by comparing the proceeds with' the carrying amount
and are recognised in profit or loss. .
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: . - NOTES'TO THE FINANCIAL STATEMENTS -
! : . , FOR THE YEAR ENDED 31ST DECEMBER 2019

2. - Accounting policies (continued)
2 11 Investment in programmes

Investments in programmes are stated at the lower of cost Iess accumulated amortlsatlon 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 ba5|s Amortlsatlon is
included in cost of sales in the proft and Ioss account.

‘An assessment is made at each balance sheet date by the dlrectors 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 Statement of Comprehenswe lncome .

Any charge from wrltlng down to net reallsable value- durlng the year is mcluded in the Statement of
Comprehensive Income as part of cost of sales .

212 Valuatlon of Investments
Investments in subsidiaries are measured at cost less accumulated |mpalrment

213 Stocks
Stocks are stated at the lower of cost and net realisable value being the estimated selling price les$
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 mclude labour and attributable overheads.

At each balance sheet date, stocks are assessed for. impairment. If stock is |mpa|red the carrying
amount is reduced to its sellmg price less ‘costs to complete and seII The |mpa|rment loss is
_recognised immediately in profit or Ioss )

2.14 Debtors

Short term debtors are measured at transaction price, less any impairment. Loans receivable are
. : measured initially at fair value, net of transaction costs; and are measured subsequently at .
e =i wim. 2w .- . amortised cost using the effective lnterest method less any |mpa|rment == - = -

215 Cash and cash equlvalents

.Cash is represented by cash in hand and deposnts with financial institutions repayable wnthout
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 convertible to
known amounts of cash with insignificant risk of change in value.
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. NOTES TO THE FINANCIAL STATEMENTS ; :
FOR THE YEAR ENDED 31ST DECEMBER 2019 -

Acco'unting policies (c‘onti‘nued)

2.16 Credltors ' . T i g : v

Short term creditors .are measured at the transaction price. Other financial Ilablhtles mcludmg bank
loans, are measured initially at fair value, net of transaction costs, and are ‘measured subsequently
at amortised cost using the effective interest method. . .

2.17 Provisions for Ilablllt_les

Provisions are made where an event has taken blace that gives the Company a legal or constructive
obligation that probably require’s settlement by e transfer of economic beneft and a reliable estimate
can be made of the amount of the obligation.

Provrsrons are charged as an expense to profit or loss in the year that the Company becomes aware
of the obligation, and are measured at the best estimate at the Balance Sheet date of the
expenditure requrred to settle the obligation, taklng into account relevant risks and uncertainties.

- When payments are eventua|ly made, they are charged to the provision carried in the Balance’

Sheet.

2 18 FlnanC|aI instruments

*The Company only enters into basic financial instrument transactlons that result in the recognition of

financial assets and liabilities like trade and other debtors and creditors, loans from banks and other
third parties, loans to related parties and investments in ordinary shares s

Debt instruments (other than those wholly repayable or receivable within one year), including loans

and other accounts receivable and payable, are initially measured at present value of the future cash .

flows and subsequently at amortised cost using the effective interest method: Debt instruments that
are payable or receivable within one year, typically trade debtors and creditors, are measured,
initially .and subsequently, at the undiscounted amount of the cash or other consideration expected
to be paid or received. However, if the arrangements of a short-term Vlnstrument constitute a -
financing transaction, like the payment of a trade debt deferred beyond normal business terms or in
case of an out-right short-term loan that is not at market rate, the financial asset or liability is
measured, initially at the present value of future cash flows discounted at a market rate of interest
for a similar debt instrument and subsequently at amortised cost, unless it qualifies as a loan from a
director in the case of a small company, or a public benefit entity concessionary loan. '

Investments in non-derivative instruments that are equity to the issuer are measured:

e . at fair value with changes recognised in the Statement of Comprehensive income if the '

shares are publrcly traded or their fair value can otherwise be measured rellably,

RIS at cost less impairment forall otherlnvestments

) . Cost e e 3 S

Financial assets that are measured at cost and amortised' cost are as‘sessed at the end of each-

reporting period for objective evidence of impairment. If objective evidence of impairment is found,
an impairment loss is recognised in the Statement of Comprehensive Income.

- For financial assets measured at amortised cost, the impairment loss is measured as the difference

between an asset's carrying amount and the present value of estimated cash flows discounted at the
asset's original effective interest rate. If a financial asset has a variable interest rate, the discount -
rate for measuring any |mpa|rment loss is the current effective interest rate determined under the
contract. .
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* NOTES TO THE FINANCIAL: STATEMENTS
FFOR THE YEAR ENDED 31ST DECEMBER 2019

2.

) 'Accpunting policies (continued)

_2.18 Fina‘ncial instrumehtst(continue'd)

For financial assets measured at cost less impairment, the impairment loss is measured as the
difference between an asset's carrying amount and best estimate of the recoverabie amount, which
is an approximation of the amount that the Company would receive for the asset if it were to be sold
-at the balance sheet date .

" Financial assets and Ilabllltles are offset and the net amount’ reported in the Balance Sheet when
.there. is an enforceable right to set off the recognised amounts and there is an intention to settle on a -
net basis or to realise the asset and settle the liability simultaneously. -

Derivatives, including interest rate swaps and forward forelgn exchange contracts, are not basic
financial instruments. Derivatives are initially recognlsed at fair value on the date a derivative
contract is entered- into and are subsequently re-measured at their fair value. Changes in the fair ~
value of derivatives are recognised in profit or-loss in finance costs or income as appropnate The
company does not currently apply hedge accountmg for interest rate .and foreign exchange
derivatives.
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NOTES TO THE FINANCIAL STATEMENTS B
"FOR THE YEAR ENDED 31ST DECEMBER 2019

' Judgements in applyimj accounting policies and key sources.of estimation uncertainty

Estimates and judgements are contlnually evaluated and are based on historical expenence and other

factors, including expectations of future events that are believed to be reasonable .under the'

circumstances. The estimates and assumptions that have a risk of causing material adjustments to the

- carrying amounts of assets and liabilities within the next financial | year are addressed below.

" Impairment Assessments o o T T

At each balance sheet date: the Dlrectors con5|der whether mtangrble assetsllnvestments in

~ subsidiaries/programme, rights are impaired. Where “an indication -of impairment is identified the .

estimation of recoverable value requires- estimation of the recoverable value of the cash generating units
(CGUs). This requires estimation of the future cash flows from the CGUs and also selection of
appropriate discount rates in order to calculate the net present value of those cash flows. .
lmpairrnent 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 cash generating unit) may be impaired. If there is
such an indication the recoverable amount of the asset (or asset's cash generating unit) is compared to -
-the carrylng amount of the asset (or asset s cash generating umt) ’

The recoverable amount of the asset (or asset's cash generatlng;unlt) 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 cash generating unit) continued use.
These cash. flows are discounted using a pre-tax discount rate that represents the current market risk- .

free rate and the nsks inherent in the asset.

" If the recoverable amount of the asset (or asset's cash generatlng unit) is estimated to be Iower than the

carrying amount, thé carrying amount is_reduced to its recoverable amount ‘An impairment Ioss is
recognlsed in the profit and loss account. .

If an impairment loss is subsequently, reversed the carrymg amount of the asset (or- asset's cash

. generating unit) is |ncreased to the revised estimate of its recoverable amount. A reversal of an

|mpa|rment Ioss is recognlsed in the profit and loss account.

Programme nghts '

The cost of oompleted programmes is written down over the estimated useful life. This'requires
managements’ best estimate of an. individual programmes ability to generate economic benéfit. The
assumptions reflect historical eXperience and require management's judgement.

Useful economlc luves of intangible assets

The annual amortlsatlon charge for |ntang|ble assets is sensntlve to changes in the estlmated useful

economic lives. The useful economic lives are re- -assessed annually and are amended when necessary

to reﬂect current estimates. See note 11 for the carrymg amount of the intangible assets.
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. NOTES 'I"O THE FINANCIAL STATEMENTS. :
' FOR THE YEAR ENDED 31ST DECEMBER 2019

Turnover
: ‘2019 2018
. . ' ¢ ) £000 : £000
Analysis of turnover by country of destination X ‘ '
Uriited Kingdom ~ * . : ' o33 635
" Rest of Europe - C ‘ v 913 - 1,145
Rest of the world - : ‘ : o ] 832 1,462
2,081 . 3242
s : - . 2019 - .2018
Y . : " £000 £000
Analysis of turnover by class of busmess is as follows
-jConsumerProducts C . S . e - 1,855
Home Entertainment . S - 1144 815
Television . . S S . 42 491
“New Media : T —_— S 21 e
Live Events .o T _ 230 75 .
2,081-. 3242
'Operatlng Ioss
~The operatmg loss is stated after charglng/(credltmg)
' 2019 2018
: _ . A , » £000 ° £000
. Exchange differences o C S K ) . (4)
Other operating lease rentals ™~ .. - L : 878 878
Depreciation-of tangible assets R i . 48 .~ 168
Amortisation of investment in programmes ' i ' 2,175 4,346 °
Intercompany management fee = | . A (82) ' (336)
Onerous lease provision . . o 1,400 . -
Staff costs excluding pensnon i e e @ E s i o e - s PR 2,985 - -—-“4,846 =

Pension costs , L E : 185 R IT]

* The dlstnbunon costs llne in" the proft and loss account comprise marketlng and advemsmg costs for

both the current and the prior year.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER 2019 _

6. Auditors’ remuneraiipn

2019 2018
£000 . - £000
Fees payable to the Company's auditors for the audit of the Comipany’s .
annual financial statements . ) ' ' 285 235
Fees payable to the Company s audltors and their associates in
respect of:
~ Other services relating to'taxation . . ) ' - ‘ 17 : A‘ 44
17. 44
7.  Employees’
‘Staff costs; including directors' remuneration; were as follows:
2019 2018
o ‘ o £000 £000
Wages and salaries . - - . T - 3,185 " 4,353
. Social security costs " : S ‘ o <317 . 493
" Other pension costs . . ; ) L o 185 * c211
3,687 5057.

The ayeraée mvont'hly number of employees, including the directors, d_uring the year was as follows:

2019 . 2018

] _ No. No.
‘Sales énd'marketing . ‘ 13 . - 17
* Administration . . o : . _ 25 . 33
Creative production . . - ’ ' . - - 8 .
N { : . .
- 58

- = =, .38 _=:-
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 318T DECEMBER 2019

‘8. Directors' remuneration -
2019 2018
) ) £000 ~ £000
: D|rectors emoluments . . : T : ‘ 422 339
- Company contributions to defined contribution penS|on schemes C 18 17
, S I S L 440 356

During ‘the year retirement benefits were accruing to 2 directors (20718 - 2) in respect of defined
contribution pension schemes. :

The hlghest paid dnrector received remuneration, of £261 ,000 (201 8 £1 88,000).
The value of the company's contributions paid to a defined contribution pension scheme in respect of the
. hlghest pald director amounted to £7,000 (2018 £6, 000)
9. Tax on loss

. 2019 2018

£000 £000
Corporation tax ‘
Foreign tax on income for the year . ' : . - 89 . -31
89 L 31
_Total current tax Lo A : " 89 3
Deferred tax
Originatidn and reversal of ti.ming:differer]ce_s A- . ) 4 : '(193)' (749) .
~ Changes to tax rates : o ... 18 74
- Adjustment in respect of prior periods X R ’ 9 © (306)

~ Total deferred tax ' E - - (78) . (981)

. Tax credit on loss _ ' ‘ N (950)
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NOTES TO THE FINANCIAL STATEMENTS )
FOR THE YEAR ENDED 31ST DECEMBER 2019

. Tax on loss (continued)

_Factors affecting tax charge for the year

‘The tax assessed for the year is lower than (2018 - /ower than) the standard rate of corporatron tax in the
UK of 19% (2018 - 19%). The differences are explarned below: _ .

2019 - 2018
£000 £000
"Loss before tax - ’ ] ' . (10,663) (12,800)
Loss before tax multrplred by standard rate of corporatron tax in the UK of ’
19% (2018 - 19%) ) ‘ .. (2,026) (2,432)
Effects of: - ' ‘ S o
Expenses not deductible for tax purposes other than goodwrll amortisation o S
and impairment . o ' (37) . (6)
Foreign withholding tax suffered ] .o : . — 89 : 31
Rate difference on deferred tax - : ' » ) 16 74
Adjustments to tax charge in respect.of prior periods : . 9 (306)
DTA not recognised on current year losses carried forward ‘ 783 -
Losses utilised previously not recognised : . : (344) ) -
Timing differences in relation to separate trade ’ - (134)
Group relief . o - . I - 421 519
Transfer pricing adjustments . 1,100 1,304
Total tax charge for the year , _ ' .n (950)

Factors that may affect future tax charges -

The Finance Act 2019 confirms that the corporation 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%. UK Deferred taxes has been provided at 17% (2018 17%) :
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31ST DECEMBER 2019

10.

Tangible fixed assets

Cost or valuation
At 1 January 2019
Additions °

Depreciation
At 1 January 2019

Charge for the year on
owned assets -

\

At 31st December 2019

Net book value

- ‘At 31st December 2018

. At 31st December 2019

. At 31st December 2019

‘Short-term : :
leasehold Plant and Fixtures and Computer

-property  machinery " fittings  equipment Total
"£000 £000 £000 £000 £000
1,885 a4 523.° 4,340 . 6,792
] - ; 16 - 116
1885 44 © 523 4456 6,908
1,776 ° 9 523 4,291 6,599
5 10 - .33 48
1,781 19 523 . 4,324 6,647
104 25 . 132 261
109 35 - 49 193
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31ST DECEMBER 2019

1.

Investments

Cost or valuation
At 1 January 2019

At 31st December-2019°

[mpairment"
At 1 January 2019

At 31st December 2019

Net b.oo.k value

At 31st Decernber 2019 _ -

" At 31stDecember 2018

. Investments

. in
subsidiary
companies
. £000

463,750

. 463,750

441,967

441,967

21,783

21,783 -

The Directors believe that the carrylng value of the remalnmg investments is supported by their-

underlying net assets..
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HIT ENTERTAINMENT LIMITED.

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

1.

Investments (continued)

Subsidiary undertakings -

The following were-subsidiary undertakings of the Company:

Name

Gullane (Productions) Limited

Prism Art and Design Limited

. The Magic Railroad Company Limited

..HiT Consumer Products Limited

HiT Attractions Limited

* Rainbow Magic Limited *

Gullane Entertainment Limited

~+ HIT (MTK) Limited

Registered office
3rd Floor, The Porter

‘Building, 1 Brunel- Way,

Slough, Berkshire, SL1
1FQ ’ :
3rd Floor, The Porter
Building, 1 Brunel Way,
Slough, Berkshire, SL
1FQ- S
3rd Floor, The Porter
Building, 1 Brunel Way,
Slough, Berkshire, SL1

L 1FQ.

3rd Floor, The Porter
Building, 1 Brunel Way,

- Slough, Berkshire, SL1

1FQ
3rd Floor, The Porter -

Building, 1 Brunel Way, *
.Slough, Berkshire, SL1

1FQ- ;
3rd Floor, The Porter
Building, 1 Brunel Way,

Slough, Berkshire; SL1.

1FQ -
3rd Floor, The Porter
Building, 1 Brunel Way,

Slough, Berkshire, SL1’

1FQ

_ 3rd Floor, The Porter
Building, 1 Brunel Way, .

Slough, Berkshire, SL1
1FQ . ,

Class of
shares

Ordinary

Ordinary

" Ordinary -

» Ordinary

Ordinary

Ordinary

Ordinary '

Ordinary

Holding
100%

100%

" 100%

100% |
100%
100%,
160%

100%
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11.

12

' Inyestments'(continued)»

Subsidiary undertakings (continued)

The aggregate of the share capital and reserves as at 31st December 2019 and the profit or loss for the ’

.year ended on that date for the subsidiary undenakmgs were as follows:

Aggregate
of share -
: . . capitaland " " ]
Name , . e ) . .. reserves’ Profit/(Loss)’
i £000 £000
: G_ullane (Productions) Limited o ' - 4,511 . - 575
. Prism Art and Design Limited SR ! Co 39,958 3,901
The Magic Railroad Company Limited . " T -
HiT Consumer, Products Limited S o ' 1,777 426
HiT (MTK) Limited N ‘ o . - 2,854 120
Rainbow Magic Limited : o 5,339 " (142)
Gullane Entertainment Limited . ‘ T 6,791 (1)
HiT Attractions Limited * ‘ ' ' : . 4,311 77
Stocks ‘ ) E _ -
12019 2018 -
-£000 £000
Finished goods and goods for resale : ' - 69 117
Investment in programmes ) oo o © 698 2,821

767

2,938

There is no srgnrfcant difference . between the replacement cost of stocks (mcludrng mvestments in

. programmes) and their carrying values.

Investment in programmes

-~ P e R e T E

.Completed. _ ' Work in == -

Total

) g programmies progress
£000 - £000 £000
At1January2019 . ' S 2,002 - - 818 _ 2,820
Additions ' : S - 53’ 53
Amortisations , . ) . . (1,631) ©. (544) (2,175)
* At31December 2019 - 14 ‘327 698
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13,

©14.

Debtors’

2019 2018
‘ £000 £000
Amounts falling due after mOfe.thaln one year )
Deferred tax asset . A ‘ o . 1,840 1,762
1,840 1,762
h The 2% change in tax rate results in an immaterial impé'ct to the deferred tax recogniséd.
2019 2018
£000 £000
Amounts falling due within one year _ ' . :
Trade debtors L _ 7 a8 1,675
Amounts owed by group undertakmgs : o ' .3,161, 2,801
Other debtors 4 L : S 316 . 249
Prepayments and accrued income ' - . ‘ 724 692
- IR - - 4348 - 5417
. ) : . '
Amounts owed by group undertakings are not secured, interest free and are repayable on demand.
_Cash at bank and in hand ¥
2019 2018
i . . £000 £000
- Cash at bank and in hand- ‘ . - 94 174
94 174

SEATe TS memi = os ow = Ll L E—
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FOR THE YEAR ENDED 31ST DECEMBER 2019

15.

16.

Creditors: Amounts falling due within one year

2019 2018

- _ £000 . £000

Trade creditors A o ‘ o185 . 271
Amounts owe_d to group undertakings ' ’ 67,933 60,642 _

Other taxation and social security . ) 158 142

Other creditors A . o ‘ - 11

Accruals and deferred income - : : 751 1,840

69,007 62,906

Amounts owed to group'undertakings are not secured, interest free and are repayable on demand.

. N
" Deferred taxation
2019 -2018 -
£000 £000
At beginning of year - ' I o 1,762 781
Credited to profit or loss B 78 981
Atend of year - S ' ' 1840 . 1,762 .
“The deferred taxafiph balance’is made up as follows: _
2019 " 2018
. £000 . ' £000
Accelerated capital allowances ' _ - 1,814 1 - 1,806
DTA on separate tradg revenue ' . : . ’ 18 68
DTAONIP . . _ a1 o (123
DTA on reserves o 19 11
e ese— e o t1840 -7 1,762

There is an unrecognised deferred tax asset of £9,636,939 (2018: £9,382,375) arising primarily in respect

. of trading losses, creative sector relief losses and non trade deficit not utilised. The asset may reduce

future tax charges-in the event that appropriate profits arise in the future such that the losses can be
utilised. The 2% change in tax rate results in an immaterial impact to the deferred tax recognised.
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17,

18.

19.

20.

Other provisions

Provision _
_for Provision
dilapidation for onerous o
s lease Total

£000 £000 . £000
At1stJahuaryéQ19 R _ ’. L ms . 275
Charged to profitor loss- : N : Ce " 1,400 1,400
At 31st December 2018 B S s 1,400 1,675
Called up Share capitat ’
- ) 2019 " 2018

B . o . £000 £000-
Allotted, called up and fully paid : ‘ o . ) ) . .
1 (2018 - 1) Ordinary share of.v£0'.02 - . - - -

Reserves .

Other reserves

~ All movements during the year in other reserves have been disclosed in the Statement of Changes in

Equuty on page 12 of the’ fnanC|a| statements
Profit and loss account

All movements during the year in the Profit & Loss account have been dlsclosed in the Statement of

~ Changes in Equity on page 12 of the financial statements.

Pension commitments \

The -Company operates a defined contributions pension scheme. The assets of the scheme are held )
separately from those of the Company in an independently administered fund. The pension cost charge
represents contributions payable by the Company to the fund and amounted to £185,000 (2018 - -

£211,000). Contributions totalling £nit (2018 - £11,000) were payable to the fund at the balance sheet -
_ date and are included in creditors. . o
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21,

.Commltments under operatmg Ieases

operatmg leases for each of the following penods
' © 2019

At 31st December 2019 the Company had future minimum lease payments due under non-cancellable

2018

. o o o A 2,408

£000 £000

.Not later than 1 year . 87§ 878
Later than 1 year and not !ater than 5 years ‘ o o . 1,530 " 2,408
' 3,286
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NOTES TO THE FINANCIAL STATEMENTS-
.FOR THE YEAR ENDED 31ST DECEMBER 2019

22.

Post balance sheet events

The Coronavirus pandemic that had a global |mpact dunng 2020 is havrng a major effect worldwrde on -
people, businesses and the global economy: The Company’s top priority has been to protect the health

.and safety of their employees and at the same time mitigate the disruption to its business. The Directors

continue to monitor the situation closely and take adaptive measures accordingly. Whilst the year to date
turnover at 30 September 2020 .in the Company's Consumer Products business has seen a slight
downturn, new content deals have helped maintain revenues at pre-Covid levels. Liquidity is expected to

" . be sufficient to effectively manage through the dnsruptlon and to contlnue to execute the key.elements of

the Company's strateglc plan. .

" Despite the above assessment, glven 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 Matte!
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 suppon and has no concerns in that regard Therefore, these financial statements are prepared
. on a going concern basis. : : :

© Whilst .the Umted Klngdom’s decision to léave the ‘EU cannot );,et be fully aseessed, the Company's

revenues are diverse geographically with 84% generated outside of the United Kingdom and 40%

.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
Group in a range of currencies. The Directors therefore believe that the potential impact of the Unlted'

’ Klngdom s decision to leave the EU will not have a material impact on the Company.

In March 2020 the Company vacated its existing offce premises in London, relocating to a new office
building located in Slough. This decision is expected to improve the long-term profitability of the Company

. through achieving synergies by bringing together the employees of HIT Entertainment Limited and Mattel
- U.K. Limited (a fellow UK subsidiary of Mattel Inc.). '

t

At 31 December 2019, the Company had not found a tenant to sublease its Maple House office at 149
Tottenham Court Road, London nor had the Diréctors agreed to a surrender of the existing lease with the
landlord. In accordance with FRS 102 sections 21 ‘'Provisions and contingencies’, the Directors
recognised an onerous lease provision of £1.4m (see note 17) representing the most likely cost of buying
out the remaining term of the lease. This was based on the ongoing negotiations at that point in time-
creating a present obligation as a result of a.past event (the obligating event being the lease), the
payment was probable (‘more likely than not'), and the amount could be estrmated rellably

Subsequent to the year end, the Drrectors continued discussions with the Landlord whilst also explonng
sub-leasing options. On 23 March, the outbreak of the Covid-19 pandemic resulted in significant changes
to the UK market conditions following the Government's lockdown announcement and resulted in no
formal agreement being signed with either the Landlord or a tenant.

““At'the date of signing thesé financial statements in December 2020, the Directors are still seeking a :

resolutioh and estimate that the most likely cost of finalising a surrender of the existing lease will be in the .

‘range of £1.3m - £1.6m plus VAT compared to the lease liability for the minimum expected future Iease :
. payments of £2.4m per note 21

The above subsequent events have been consrdered to be non- adjustmg post balance sheet events and

“there are no other subsequent events to be disclosed within these financial statements. |
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER 2019

23.

24.

Contingent liabilities

‘ The Company has given a guarantee in respect of the bank btﬁrrowings of Mattel Inc., a fellow group

company, which amounted to £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).

Controlling party

The lmmedlate parent undertaking is Sunshine Holdmgs 3 Limited, which is registered in England and '
Wales .

The ultimate parent undertaking and controlling party is Mattel Inc., a bublicly 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 is Mattel Inc. .

The consolidated financial statements can be obtained at Mattel Inc. 333 Contlnental Bivd; EI Segundo
CA 90245, United States.

‘The Company is itself a subsidiary company and is exempt from the requirement to prepare group

financial statements by virtue of section 401 of the Companies Act 2006. These financial statements -
therefore present information about the Company as an individual undertaking and not about its group.
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