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. Compqnv s pcrform'mcc

Team 17 Digital Limited

Strategic report
For the, Year Ended 31 December 2019

Busmess Review

The ultimate parent company of the Gtoup is Team17 Group Plc and KPIs are primarily reviewed for the Group as a

whole. These KPIs can be found in the consolidated financial statements. The KPls used by the Company are:

Revenue ami Profit for the year

Revenue for the year ended 31 December 2019 was £61 794,000 whilst Profit was £17,889,000. This increased from -
£43,201,000 for the .year ended 31 December 2018 and £12,159,000 comparatively. .

Gross Profit % =~

This increased to 47. 8% in the ymr ended 31 Du:(_mbcr 2019 from 41.2% in the year ended 31 December ’)018

Pmﬁt before tax:

This increased to £20,629,000 in the year cnde 31 December 2019 from £13,837,000 for the year ended 31 Dccc_mbcr
2018. As a percentage of revenue this increased to 33.4% from 32.0%.

-Cash and cash equivalents

The balance of cash and cash cqulvqlcnts at31 Dcccmbcr 2019 increased to £38,667,000-from £20,268,000 at 31
December 2018.

This pckform:incc is considered to be satsfactory.

Principal risks :and uncertainties

Effectively managing our risks

Team17 Digital Limited is operating in a competitive and dynamic growth market and as such f1CCs a number of smtcglc
and operational risks. Senior management actively manage the Company’s risk register which is regularly reviewed by the -
Board. The identified risks are up to date with the Company’s operations and wider environment. The risks are
appropriately scored, and the mitigations are evaluated and tested.

The key business and financial risks for the Company are sct out below:

Strategic nsks : .
Market growth and disruption — the Company opetates in a dynamic industry that has scen consistent growth over many

years and i mcrcasmg levels of competition as the number of new games released grows year on year. This competition is

multifaccted, ranging in sizc; sophistication and capability from large competitors to independent games developers who
choose to self-publish. Slower than C\pcctcd market growth or a failure to remain competitive would adversely affect the

.

* The Company has Iongcvxty and an entrenched position-in the industry today. Its portfolio approach, rigorous greenlight
process and active lifecycle management of its games provide thc Company with confidence that it will continue to release
popuhr games and optimise their commercial success.

Technological change - the mdusn'y has seen some major shifts over the past few years with the shift to digital
distribution along with the development of middleware such as Unity and Unreal. Ongoing technological change in both
the development and distribution of games is to be expected and the Company will need to adapt quickly to these changes
in order to remain competitive.

* The Company has a track record of being one of the first to market across new platforms and distribution channels and
remains platform agnostic with no dependency on any specific platform partner. The Company invests in upskilling its
workfotce to be-at the-forefront of technological developments. Tt is therefore able to anticipate changes in technology and -
delivery and be agile and adaptable in order that it can react swiftly to changes as they emerge and exploit these as
opportunities.

Dependence on concentrated customer base — the Company serves a small number of customers who udlise their
proprictary distribution platforms to provide the Company’s games to end consumers. Any adverse changes in the status of
the C ompanv s relatioriship with its customers could negatively impact financial puformmcc

*Asa r«.:ult of dcvclopmg a commercially successful games portfolio over a lon;., period, the C ompfmv has d(.vdopcd
heavily entrenched partnerships with its customers over more than 20 years that deliver.commercial value on both sides.
The Compfmy will continue to invest in these relationships to ensure (.ndunng partnerships that grow and prosper.
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Team 17 D1g1ta1 Limited

Strategic report (contlnued)
For the Year Ended 31 December 2019 : .

) .Strateg1c risks (continued) -
Dependence on key titles to generate significant share of Company revenue — ""The Compqnv has historically been
reliant on a subset of successful titles to generate'a large share of its revenues. Should the Company fail to competently
manage the lifecycle of its core games this may adversely affect it financial results. ' ’

* The Company has expanded its portfolio of successful titles over recent years and a cote part of its stmtegv is focussed on
continuing to do this in the future. Tt has a track record of developing franchises with long lifecycles and multiple follow on
titles — it’s grccnllght process is directed at identifying future titles with this same potential.

Operational risks

The ability to recruit and retain key and skilled personnel - lhc achievement of the Comp'my s business plan is
dependent on the dvailability of key skills and experience across its workforce. Loss of key personnel could adversely affect
and impact the Company’s ability to meet its strategic ambitions. ’

+ Although there will inevitably be some level of staff turiover, the Board believes that the \faﬁet)v of work available for staff
along with its strong collaborative environment, high quality leadership and competitive benefits packages make Team17a -
phcc where talented individuals want to build their careers. The Company also has a proactive approach to recruitment and
is particularly focussed on partnering with a number of academic institutions providing a graduate intake each year. The
Company is proud of how it continues to successfully d(.vclop staff internally and also maintains a succession plan to
mitigate the impact should any key personnel choose to leave. Investment has been made in the FIR leadership and Talent
Acquisition to support identifying, developing and retaining our staff. '

IT security = The business is dependent on the security, integrity and operational performance of the system and products
it offers as well as the platform partners we work with. A security breach could algmﬁmndv impact the business and its
blhty to execute on its planx

* The Comp’my regularly rcwcwa its I'T and security provmom and invests to ensure thcy are industry lcadmg and in linc i
with best practice.

Intellectual property — The core assets of the Company are the intellectual ['Jropcrtv it owns and that of the third-party
developers on whose behalf it publishes. Any infringement to this intellectual propcrty by unauthorised third parties may
prove damaging and adversely impact the Company’s performance.

* "The Company legally protects its own- and third-party pwrtncr mtcllt.ctml property. It also proactively scans for any
potcnml infringements and rigorously challenges thc:c where dppropriate.

Financial / Economic risks .

Currency risk — The Company’s cost base is predominantly in Pounds Sterling (GBP) whilst its revenue is generated
globally, with the largest share being received in US Dollags (USD). As such there is a risk that the Comp'm) s financial
performance could be ’ld\'crs(_ly affected by unfwounblc movements in forc:gn cxch'mgt.

* While the Iongcr -term risks of transacting globa]lv cannot be 'woidcd the Comp'm\' continually reviews its foreign
exchange exposutc and where appropriate puts in pl'lCC forward contracts to minimise exposure Wh(.rc possible. Pricing in
dxl’ﬁ_n,m: markets can also be flexed if requited to minimise margin prc»urc

Brexit — I ‘ollowing the exit of the l ‘uropean Union there continues to be significant uncertainty around the impact of the
exit following the transition petiod but it is likely to result in ch'mg. to the UK’s economic relationships with other
countries and may impact the Company’s ability to hire and retain staff from European Union CountrlLa which may deplete
the available talent resource poo] . -

é
* The Company remains pro*\cuvc, in. momtormg legislative changes to its industry and is preparing accordingly for any
detrimental impact of Brexit. :
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Team 17 Digital Limited
Strategic report (continued)
For the Year Ended 31 December 2019

Financial / Economic risks (contmued) : :

COVID-19 - The Pandemic virus is impacting all companies, employees, suppllcm and customers on a worldwide bam
and provides significant uncertainty over the ability for companies to operate. As a result, it may impact ;upphcrs and
_customers behaviours due to the isolation measures taken by individual governments as well as the disease impact of the
virus on the general population. The virus impacts the Company’s ability to work within the three phys1c11 offices and
therefore may impact the staffs ability to develop and promote new dtles as well as manage the on-going promotion of its
baclk catalogue.

* The Company has already cngagcd in testing and have c:mbh;hcd ‘working from homic” capability across all sites with
secure remote access to allow the continued dcvclopmcnt and promotion of game titles. The Company will continue to
monitor the situation regarding the wider impact of the virus both on.internal productivity as well as the supply chain for
new technology delivery and constantly changing consumer behaviour patterns. '

This report was approved by the board on 12 June 2020 and signed on its behalf.

M Crawford
‘Director

Page 3



Team 17 Digital Limited

Directors’ report
For the Year Ended 31 Decembet 2019

The directors present their report and th(; audited financial statements for the year ended 31 December 2019.

Principal activities : .
The principal activity of the Company was that of the development and publishing of v1dco games for the d1g1t1] market.

. Future developments

Trading for the period from 31 December 7019 to the date of this document has conunucd to bc positive and
“profitability and cash gencration remain encouraging. The Company has announced several new games for 2020.

Through its greenlight process the Company-continues to review and sign new titles to its games label, in addition-to |
_ maximising the revenue opportunity provided by its substantial back catalogue. .

" Results and dividends » -
The profit for the year, after taxation amounted to £17, 890 ,000 (701 8: £12,159,000). The directors have not
" recommended the payment of a dividend (7018 [\hl) .

Dnrectors
The directors who served during the year and up to the date of signing the ﬁmncml statements:

1D Bestwick . R
M Crawford (appointed 1 May 2020)
J Jones (resigned 22 November 2019)

Directors’ indemnity insurance’

The Company has in place ongoing qualifying thu.'d party indemnity provisions for the benefit of the DerCtOl'b that have
been in place for the current 1nd pnor year and up to thc date of this report. .
Going concern '

Management has produced forcc'\sts that have also been sensitised to reflect plausible downside scenarios as a result of
the COVID-19 pandemic and its imipact on the global economy, which have been reviewed by the directors: These
demonstrate the Company is forecast to generate profits and cash in the year ending 31 December 2020 and beyond and
that the Company has sufficient cash reserves to-enable the Company to meet its obligations as they fall duc for a period
of at least 12 months from the date of \1gmng of these financial statcments. ,
As such, the directors are satisfied that the Comfmny has adequate resources to continue'to operate for the foreseeable
future. I"'or this reason they continuc to adopt the going concern basis for preparing these financial statements.

Directors’ rcsponSIbllmes statement
The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable laws and regulatons.

Company law requires the directors to prepare financial statements for cach 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 I'RS 101 “Reduced Disclosure

Framework”, and applicable law). Under company law the directors must not approve the financial statements unless

they are satisfied that they give a true and fair view of the state of affairs of the.company and of the profit or loss of

the company for that period. In preparing the financial statements, the dircctors are required to:
select suitable accounting policies and then apply them consistently; . '
. state whether applicable United Kingdom Accounting Standards, comprising FRS 101, have been followed,
subject to any material departures disclosed and explined in the financial statements; .
. make iudgcmchts and accountng estimates that are reasonable and prudent; and -
. prepare the financial statements on the going concern basis unless it is inappropriate. to presume that the
* company will continue in business. .

“"I'he directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclosc with reasonable accuracy at any time the financial position of the company and -
cnable them to ensure that the financial statements comply with the Companies Act 2006.

The directors 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 irregularitics.
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Team 17 Digital Limited
Directors’ report: (continued)
For the Year Ended 31 December 2019

Principal risks and uncertainties
Information regarding the risks and uncertainties of the Company are mcludcd within the Stntcglc Report on pages:
1 to 3.

Sectlon 172 statement

In compliance with S172 of Compimc; Act 2006, the Board recognises the-importance of cng’lgcmcnt with its
stakeholders and the link this has to the long term success of the Company. Through the discussions, prc>cntat10n>
and reviews held at the Board meetings throughout the year, the Board are able to ensure that the Company
maintains an effective working relationship with a wide range of stakeholders as well as its shareholders. Updates
from senior members of the management team provide engagement with the development programs including 3rd
patty development partners, access to understanding of customer and community programs and insight into the
Company’s gaming phtform partner relationships and future initiatives alongside clear internal ecmployee: cng’lgcmcnt
programs for example via the Team17 Engagement Committee (T EEC). In addition, the Exccutive Directors maintain
a face to face dialogue with sharcholders at least twice a year with external feedback shared directly with the Board.
"The annial strategic planning and budgeting process also provides the Board with the opportunity to understand and
challenge the long term business strategy to help deliver growth and futurc success of the Compmy through its team
and the products thcy create, develop and publish.

Disclosure of mformanon to auditors :
In so far as each of the directors is aware, the directors confirm that:

. there is no relevant audit information of which the Company’s auditors are unaware, and .
. the directors have taken all the steps that they ought to have taken to make themselves aware of any n_lcvant
'1ud1t information and to establish that the auditors are aware of that information.

Independent Auditors
PricewaterhouseCoopers LLP were reappointed as auditors for the year to 31 December 2020. PricewaterhouseCoopers

LLLP offer themsclves for rcappointmcnt in accordance with the Companies .‘\Ct 2006.

lh(, financial statements on pages 8 to 24 were approved by the Board of Directors on 12 June 2020 and sngncd on its
ichalf by

Mo

‘M Crawford )
Director . ~
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Independent auditors’ report to the members of Team
17 Digital Limited |
'Report on the audit of the financial statements

Opinion
In our opinion, Team 17 Digital Limited’s financial statements:

e givea true and fair view of the state of the Company’s affairs as at 31 Dcccmbcr 2019 and of its proﬁt for the
year then ended;

e  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 101 “Reduced Dlacloaurc Framework”, and
applicable law); and

e  have been prcparcd in accordﬂnce with the requirements of the Companics Act 2006

We have audited the financial statements, included within the Annual Report and financial statements (the “Annual
chort’) which comprise: the Statement of Financial Position as'at 31 December 2019; the Statement of
Comprehensive Income, the Statement of Changes in Equity for the year then ended; and the notes to the financial
statements, which include a description of the >1gmﬁcant accounnng pol1c1c>

' Basns for’ opinion : .

We conducted our audit in accordance wlth International Standards on Audltmg (UK) (“ISAs (UK)”) and applicable,
law. Our respansibilities under ISAs (UK) ate 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
appropriate 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 fulfilled our-other ethical
responsibilities' in accordance with these requirements. -

Conclusions relating to gomg concern

We have nothing to rcport in r(.sp(.ct of the followmg matters in r(.latlon to which ISAs (UK) require us to report to you

where: . . .

e the directors’ use of the gomg concern basis of 4 1ccountmg in the preparation of the ﬁmncnl statements 1> ‘not
appropriate; or

®  the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the Company’s ability 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.

I-lowever, because not all’ futurc events or conditions can bc prcd1ctcd this statement is not a gmr’mtcc as to the
company’s ability to continue as'a going concern.

Reportmg on other mformatlon

"The other information comprises all of the information in the r\nnuql Report other than the financial 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, C\ccpt to
the extent otherwise explicitly stated in thls report, any form of assurance thereon.

In connection with our audit of thc financial statements, our responsibility is to read the other informadon 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 2 appears to be mqtcrnllv misstated. If we identify an apparent material
inconsistency or material misstatement, we are rcqulrLd to perform procedures to conclude \vhcthcr there 1s 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 information, we are
required to report that fact. We have nothing to report based on these responsibilities.

With respect to the Strategic choﬁ and Directors’ Report, we also considered whether the disclosures required by
the UK Companies Act 2006 have been includqd.

Based on the responsibilities described above and our work undertaken in thc coursc of the 1ud1t ISAs (UK) rcquln
us also to report certain opinions and matters as ducnbcd below.
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Independent auditors’ report to the members of Team
17 Digital Limited (contlnued)

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 statement$ and has
bccn prcparcd in accordance with applicablé legal requirements.

In light of the knowledge and undersmnding of the Company and their environment obtained in the course of the
audit, we did not identify any material misstatements in the Strategic report and Directors’ report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Directois’ Responsibilities Statement set out on page 4, the ditectors are responsible
for the preparation of the financial statements in accordance with the applicable framework and for being satisfied’
that they give a true and fair view. The directors are also responsible for such internal control as they determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether duc 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 diréctors either intend to liquidate the compmv or to cease operations, or have no realistic
alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

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

A further description of our respoasibilitics for the audit of the financial statements is located on the FRC’s website:
at: wwiw.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report
T'his 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 no other purpose. We do not, in giving
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this report is
>hown or into whose hands it may come save where expressly agreed by our prlor consent in wnung

. Other requlred reporting
Companies Act 2006 exception reporting
Under the Companies Act ’7006 we are rcqutrcd to report to you 1f in our opinion:

® we have not received al] the information and cxplannti'ons we require for our audit; or

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

e certain disclosures of directors’ remuneration specified by hw are not made; or

e the financial statements are not in agreement with the accounting rtcord> and returns; or

We have no exceptions to report arising from this responsibility.

Andy Ward (Scnior Statutory Auditor)

for and on behalf of PricewatethouseCoopers LLP
Chartered Accountants and Statutory Auditors
Leeds

15 Junc 2020
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Team 17 Digital Limited
Statement of Comprehensive Income
For the year ended 31 December 2019

Note

Revenue -~ o 4
Cost of sales

Gross profit .

Administrative expenses -

Operating profit ‘ 5
IFinance income - i ’
Finance costs

Profit before taxation

Taxation - » . 10

Profit for the financial year

All amounts relate to continuing opemtio'nvs. '

.

2019 2018
£'000 £000
. 61,794 43201
(32,257) (25,420)
29,537 17,781
" (9,092) (4,022
20,445 13,759
202 78
(18) -
20,629 13,837
(2,740) (1,678)
17,889 12,159

There were no other comprchensive income transactions in the year and therefore a Statement of Other Comprehensive

Income has not been presented.

“T'he notes on pages 11 to 24 form part of these financial statements.
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Team 17 Digital Limited
Registered Number: 02621976

Statement of Financial Position
At 31 December 2019

‘Fixed assets
Intangible assets
Tangible assets -
Right-of:use assets
Deferred tax asset

Current assets
Trade and other receivables
Cash and cash equivalents

Creditors: amounts falling due within one year
Trade and other payables i
Lease liabilities

Net current assets
Total assets less current liabilities
Non-current liabilities
Lease liabilities

Deferred taxation
Provisions

Net assets

Capital and reserves
Called up share capital
Share premium account

Profit and loss account

Total Equity

Note

11
12
13
18

14
15

16
17

17
18

19
20
20

.2019

2019 2018 2018
£000 £000 £7000 £2000
2,803 ' 2,693
1,478 - 640
1,513 )
5,814 3333
16,734 13,463
38,667 20,268
55,401 33,731
(14,697) (10,214)
: (122) o
40,582 23517
46,396 26,850
"(1,464) .
L @) (68).
_(26) - (139) ,
(1,762) (207)
"44,634 26,643
6 6
44,628 26,637
T 44,634 26,643

The notes on pages 11 to 24 form part of these financial statements.

The financial statements were approved by the board of directors and authorised for issuc on 12 June 2020, and were

signed on its behalf by: ’ :

M Crawford
Director
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Team 17 Digital Limited
Statement of Changes in Equity
For the year ended 31 December 2019

At 1 January 2018
Total comprehénsivc income for the year

At 31 December 2018.

,
Total comprehensive income for the year

Share based compensation

At 31 December 2019

The notes on pages 11 to 24 form part of these financial statements.

- Called

Sharé Profit and

Total
up share premium " loss Equity
capital account  account

£000 £000.  £000  £000 -
- 6 14478 .. 14484

- - 12,159 12,159

- 3 26,637 26,643

- . 17,889 17,889

- - 102 . 102

- 6 44,628 44,634
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TEAM 17 DIGITAL LIMITED
Notes to the financial statements
For the year ended 31 December 2019

.General information

Team 17 Digital Limited is a' private company limited by shates and incorporated and domiciled in England and Wales.
The address of its tcgmtcrcd office is 3 Red Hall Avenue, Paragon Business Park, Wakeficld, W1 2UL. The rcgi;tcrcd
number of the Company is 0767 1976. :

The principal activity of the company is that of the development and publishing of vtdco gnmca for the digital and physical
market. :

Significant Accounting Policies

Basis of preparanon

The financial statements have been prepared under the historical cost convention unless otherwise specified within these
accounting policies and in accordance with Financial Reporting Standard 101 ‘Reduced Disclosure Framework’ and the
Companies Act 2006.

The preparation of financial statements in compliance with FRS 101 requires the use of certain critical accounting
estimates. Tt also requires management to exercise judgment in applying the Company’s accounting policics (sce noté 3).

The financial information is presented in sterling and has been rounded to the nearest thousand (£000).
The following principal accounting policies have been npplicd:

Financial reporting standard 101 — reduced disclosure exemptions .
The company has taken advantage of the following disclosure C\cmpuonx under FRS 101: .

e 'The rcquiremcnts of IFRS 7 Financial Instruments: Disclosures
e The requirements of paragraphs 91-99 of IFRS 13 FFair Value Measurement .
®  The requirement in paragraph 38 of IAS 1 ‘Presentation of Financial Statements’ to present comparative mformat:lou :
in respect of: :
o DParagraph 79(’1)(1V) of IAS 1
o  Paragraph 73(c) of IAS 16 Property, Plant and Equipment
o Paragraph 118(c) of IAS 38 Intangible Asscts;
o Paragraph 76 and 79(d) of IAS 40 Investment Property; and
° Paragraph 50 of 1AS 41 Agriculture
e The rcqun’cmcnts of paragraphs 10(d), 10(f), 16 384, 38C, 38D, 40A, 408, 40C, 40D 111 and 134-136 of IAS 1
Presentation of Financial Statements .
®  The requirements of IAS 7 Statements of Cash l Tows
e The requirements of paragraphs 30 and 31 of IAS 8 Accounting I’ollcma Changes in Accounting Latlmatc:. and
Errors
e  ‘The requirements of paragraph 17 and 18A of IAS 24 Related Party Disclosures
e The requirements in IAS 24 Related Parry Disclosures to disclose related party transactions cntered into between two
or more members of a Company, provided that any subsidiary which is a, purty to the transaction is \vhollv owned by
such a member
e The requirements of pnragraphs 134(d)-134(f) and 135(c)-135(c) of IAS 36 Impairment of Asscts

New and amended standards adopted by the Company .

The Compqny has applied the following standards dnd amendments for the fiest time for their annial reporting period
commencing 1 January 2019:

* IFRS 16, ‘Leases’;

¢ Annual Improvements to IFRS Standards 2015 — 2017 Cycle as applicable and;

e Interpretation 23 ‘Uncertainty over Income Tax Treatments’ as applicable.

At the date of authorisation of these financial statements, the Company is aware of the following revised 1IFRSs that
have been issued but are not yet effective: ’

- o Decfinition of Material — Amendments to IAS 1 and IAS 8
e Definition of a Business — Amendments to IFRS 3
e Revised Conceptual Framework for Financial Reporting
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TEAM 17 DIGITAL LIMITED
Notes to the financial statements
For the year ended 31 December 2019

Significant Accounting Policies (conﬁnued) ' . .

Going concern

Management has produccd forecasts that have also been sensitised to reflect plausible downside scenarios as a result of
the COVID-19 pandemic and its impact on the global economy, which have been reviewed by the directors. These
demonstrate the Company is forecast to generate profits and cash in the year ending 31 December 2020 and beyond and
that the Company has sufficient cash reserves to enable the Comp”my to meet its obligations as they fall due for a period
of at least 12 months from the date of signing of these financial statements.

As such, the directors are satisfied that the Company has adequate resources to continue to operate for the foreseeable -
future. For this reason they continue to adopt the going concern basis for preparing these financial statements.

Intangible assets

Intangible assets ‘acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired in
a business combination is their fair value a$ at the date of acquisition. Following initial recognition, intangible assets are
" carried at cost less accumulated amortisation and accumulated impairmént losses, if any. Internally generated intangible
assets, excluding capitalised dcvc]opmcnt costs, are not capitalised and expenditure is rccogmacd in the Statement of
Comprchensive Incorrie whe it is incureed.

An mtcmally gencrated mtang1blc asset arising from the Company’s dcvclopmcnt activities is rccogmwd on]y if all of the

following conditions are met: . :

e . completion of the intangible asset is technically feasible so that it will be available to acll as a completed g’lmc

¢ the Company intends to complete the mt'mglblc asset and haa the '1b1htv to use or license it as indicated above, thu:
generating probable future economic, benefits; '

e the expenditure attributable to the intangible asset durmg its dcvclopmcnt mainly salary and third-party cvclopcr
costs, can be measured reliably; and

e the Company has adequate technical, financial 'md other resources to complctc the dcvclopmcnt 'md to usc or acll
the intangible asset.

‘Until completion, the assets are subject to six monthly impairment testing. Amortisation comménces upon completion
of the asset. Development costs on third party games arce disposed of at the date that Team17 ceases to generate revenue
from the games.

The useful lives of intangible assets are q»c;:.cd as either finite or indefinite and at the year end date no intangible assets
are accorded an indefinite life.

) Lo .- : R
Intangible assets with finite lives are amortised over their useful economic lives and assessed for impaitment whenéver
there is an indicadon that the intangible asset may be 1mp'ur<.d The amortisation period and the amortisation method for
an intangible assct with a finite uscful life are reviewed at least at the end of cach reporting period.

Amortisation is calculated over the estimated useful lives of the assets as follows:

o

’
e Development costs — 85% reducing balance over 2 years

Ch”mg(_s in the expected useful life or the upcctcd pattern of consumption of future economic benefits embodied in the
asset are accounted for by changing the amortisation period or method, as appropriate, and are treated as chang.b in -
accounting estimartes. lh(_: amortisation expense on intangiblé assets with finite lives is recognised in the Statement of
.Comprchcnsivc Income in cost of sales.

During the previous year the Company revised its approach to the recognition of rccoup'lblc costs within.its Intellectual
Property and its amortisation of development costs — adopting an 85% reducing balance approach in the case of the
latter (previously straight linc) and retaining the former within capitalised development costs (previously derecognised
when 'recovered' from the third party) and amortising in line with all other development costs. This ensures the costs
continue to be written off over a two-year period but more accuratcly reflects the sales curve of the game. This revision
in accounting estimate is accounted for as at 31 December 2019 and then prospectively. The net impact of this
adjustment was £0.3m. EBI'TDDA does not include an add back for amortisation of games ordinarily as this is booked as
a cost of sale item within the accounts, however, duc to their prior year and catch up nature these costs have been
reflected in the presentation of adjusted EBITDA. o

Where no internally generated intangible asset can be recognised, development expenditure is recognised as an expense in
the period in which it is incurred. o
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TEAM 17 DIGITAL LIMITED
" Notes to the financial statements .
For the year ended 31 December 2019

Significant Accounting Policies (continued)

Property, plant and equlpment

Property, plant and cqulpmcnt ate stated at cost less accumulated depreciation and any impairment in value. The cost
includes the original price of the asset and the cost attributable to bringing the asset to its current working condition for
its intended use. Depreciadon, down to residual value, is calculated on a straight-line basis over the estimated useful life
of the asset which is reviewed on an annual basis.

Depreciation is provided on the following basis:

e - Short-term leasehold property — straight line over the life of the lease
e Plantand machinery - 3 years '

e Fixtures and fittings - 6 years

e Motor vehicles - 5 years

An item of property, plant and equipment is ‘de-recognised upon. disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain or loss arising on de—recognju'on of the asset (calculated as
the difference Between the net disposal proceeds and the carrying amount of the item) is included in the Statement of
Comprchcnuvc Incomc in the year the item is dc rccogmscd

Trade and other receivables .

To measure the expected credit losses, trade and other” receivables have been grouped based on shared credit risk
characteristics and the days past due. Trade receivables and contract assets are written off where there is no reasonable
expectation ofrccovcry Indicators that there is no reasonable expectation of recovery include, amongst others, the failure
of a debtor fo engage in a repayment plan with the Company, and a failuze t6 make contractual payments for a period.of
greater than 120 days past due.

Impairment of non-financial assets

The Company assesses every six months’whether there is an md1c'1t10n that an asset may be impaired. If any indication-
exists, or when impairment testing for an ‘asset is rcqulrcd the Company estimates the asset’s recoverable amount. An
asset’s recoverable amount is the higher of an asset’s or CGU’s fair value less costs of disposal and its value in use. It is
determined for an'individual assct, unless the assct does not generate cash inflows that are largely independent of those
from other assets or groups of asscts. Where the carrying amount of an asset or CGU C‘(CCCd\ its tecoverable amount, thL
asset is considered 1mpa1rcd and is written down to its recoverable amount.

“In assessing value in use, thc estimated future cash flows are discbuntcd to their present value using a pre-tax discount
* rate that reflects current market assessments of the ime value of money and the risks specific to the asset. In determining
fair value less costs of disposal, recent market transactions are taken into account. If no such transactions can be identified,
an appropriatc valuation model is used.

The Compmv bases its impairment calculation on detailed budgets and forecasts which are prepared scp'\ratcly for C’lCh
of the Company’s CGUs to which the individual asscts are allocated.

Impairment losses of continuing operations are recognised in the Statement of Comprchensive lncomc in thO\C expense
cqtcgonu consistent with the function of the impaired asset. .

FFor assets excluding goodwill, an assessment is made at each teporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. [f such indication exists, the Company
estimates the asset’s or CGU’s recoverable amount. A previously recognised impairment loss is reversed only if there has
been a change in the assumptions used to determine the asset’s recoverable amount since the last impziirmcnt loss was
fecognised. ’

"The reversal is limited so that the carrying amount of the assct docs not exceed its recoverable amount, nof exceed the
carrying amount that would have been determined, net of depreciation or amortsation, had no impairment loss bL(.n
ucogmand for the asset in prior years. Such reversal is rr.cugmsc.d in the Statement of Comprehensive Income unless the
asset is"carricd at a revalued amount, in which'case the reversal is treated as a revaluation increase.

Right-of-use assets

Right-of-use assets are recognised where the Company is a.lessce. The amount recognised as an addition is the total of the
future lease payments discounted for the incrémental borrowing rate at the date of application. Depreciation is calculated
on a straight-line basis over the length of the contract taking into consideration any break clauses included within the lease.

Financial instruments
A financial instrument is any contract th"lt gives rise to a ﬁmncnl assct of(mc entity and a financial liability or equity
instrument of another, entity.
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TEAM 17 DIGITAL LIMITED
Notes to the financial statements
For the year ended 31 December 2019

Significant Accounting Policies (continued)

Financial assets

Initial recognition and measurement

In accordance with 1FRS9, ‘Financial Instruments’ the Company has chmﬁcd its financial assets as ‘Financial assets at
amortised cost’. The Company determines the classification of its financial ﬂsscts at initial recognition.

All financial assets are rccogmst initially at fair value plus, in the case of assets not at fair value through profit or Io»
- transaction costs that are attributable to thc acquisition of the financial asset.

Subsequent measurement
The.subsequent measurement of financial assets depends on their classification as dcacnbcd below:

Financial assets carried at amortised cost

This category '\ppllc= to trade and other receivables due from customers in the norm'll course of business. All amounts
which are not interest bearing are stated at their recoverable amount, being invoice value less provision for any expected
credit losses. These assets are held at amortised cost. ’

The Comp’my classifies its financial asscts as at amortised cost'only 1f both of thé following criteria are met:

(i) the assct is held within a business model with the objective of collcctmg the contractual cash flows; and

(ii) the coatractual terms give rise on >pcc1ﬁcd dates to cash flows that are solely payments ofprmcnp'll and interést on .
the prmcxp"ll outstanding. : :

Financial assets at amortised cost comprise current trade and-other receivables due from customers in the normal course
of business and cash and cash equivalents.

The Company does not hold any material financial asscts at fair value through other comprehensive income or at fair
value through profit or loss. The Company does not hold any derivatives and does not undertake any hedging activities.
"~ Trade receivables are initially recognised at their transaction price. "The Company does not expect to have any contracts

* where the period between the transfer of the promised goods or services to the customer and payment by the customer
exceeds one year. As a consequence, the Company does not adjust any of the transaction prices for the time value of
money. Other financial assets are recognised initially at fair value plus transaction costs.that are directly attributable to
the acquisition of the financial asset. T'rade and other receivables are measured at amortised cost less provision for
expected credit losses.

Cash and cash equivalents
Cash and short-term deposits in the Statement of Financial Posidon comprise cash at banks, cash on hand.and short-
term deposits held with banks with a maturity of three months or less from inception.

Impairment of ﬁnancnal assets

The Company assesses on a forward lool\xrq> y basts, the expected credit losses associated with its financial assets
measured at amortised cost. The Company applies the simplificd approach to provndmg for expected credit losses
prescribed by TFRS 9, which permits the use of the lifetime expected loss provision for all trade receivables. To measure
the expected credit losses, trade receivables have been grouped based on shared credit risk characteristics and the days
past due. For othér financial assets at amortised cost, the Company determines whether there has been a significant
increase in credit risk sirice initial recognition. The Company recognises twelve month expected credit losses if there has
not been a significant increase in credit risk and lifetime expected.credit l()xs(,s if there has been a algmﬁcant increase in
credit risk.

Expected credit losses incorporate forward looking information, take into account the time value of money when there
is a significant financing component and are based on days past due; the external credit ratings of its customers; and
significant changes in the expected performance and behaviour of the borrower.

Financial assets are written off when there is no reasonable C\'pcct'ltion of recovery. Where receivables have been
written off, the Company continues-to engage in enforcement activity to attempt to recover the receivable due. Where
recoveries are made, these are recognised in profit or loss.

Financial liabilities

Initial recognition and measurement

All financial liabilities are recognised initially at fair value net of directly attributable transaction costs.

The Company’s financial liabilities include trade and other payables, loans and other borrowings.
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TEAM 17 DIGITAL LIMITED
Notes to the financial statements
For the year ended 31 December 2019

Significant Accounting Policies (continued) . . .

Financial liabilities (continued)

Subsequent measurement . :

After initial recognition, interest bca,rmg loans and borrowings are >ubacqucntly measured at amortised cost using the
effective interest rate method (EIR). Gains and losses are recognised in the Statement of Comprehensive Income when
the liabilities are derecognised as well as through the (EIR) amortisation process.

" Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an

integral part of the EIR. The EIR amortisation is included in finance costs in the Statement of Comprehensive Income.
This category generally applies to interest-bearing loans and borrowings.

Derecognition

A financial asset (or, where applicable,a patt of a financial asset or part ofa group of similar financial assets) is

dcrccogmacd when: .

o The rights to receive cash flows from the asset have expired, or ’

e The Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third party under a ‘passthrough’ arrangement, and cither (a) -
the Company has transferred substandally all the risks and rewards of the asset, or (b) the Company has neither
transferred nor retdined substantially all the risks and rewards of the asset, but has transferred control of the assets

A financial liability is derecognised when the 'obligation under the liability is discharged or cancelled or expires. When an

existing financial liability is replaced by another from the same lender on substandally different terms, or the terms of an

existing liability are substantially modified, such an exchange or modification is treated as a dcrccognmon of the original
liability and the recognition of a new liability. The difference in the respective carrying amounts is recognised in the

Statement ofComprchcnalvc Income.’

Offsetting of financial instruments

Financial assets and financial liabilides are offset with the net amount rc.portcd in the Statcment of Financial Position
only if there is a current enforceable legal right to offset the recognised amounts and intent to settle on a net basis, or to
realise the assets and settle the liabilities simultaneously. :

Provisions

Provisions are recognised when the Comp'mv has a present obl1g1t10n (legal or constructive) as a result of a past event, it

is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate can be made of the amount of the obligation. Provisions are mcq»urcd using the directors’ bcxt estimate
of the expendituré required to scttle the obligation at the period end date.

If the cffect of the time value of money is material, provisions are discounted using a current pre-tax rate that reflects,
when appropriate, the risks specific to the liability. When discounting is used, the increase in the provision due to the
passage of time is recognised as a finance cost. .

Operating segments-

Operating segments are reported in a manner consistent with the intérnal reporting provided to the chief operating
decision maker. The chief operating decision maker has been identified as the Board of Directors. The Company -
supplies a single product range into a single marketplace and so there is considered to be only one segment. On
transition to IFRS the chief operating decision maker has begun to utilise IFRS based measures to monitor performance.
No differences exist between the basis of preparation of the performance measures used by the Board of Directors and
the figures in the Company financial information. '

Forelgn currency

lForeign currency transactions ate tr'm\l'lt(.d into the functional currency of the Comp'mv using the exchange rates
prevailing at the dates of the transactions (spot exchange ratc). Foreign L\ch'mg_)c gains and losses resulting from the
scttlement of such transactions and from the remeasurement of monetary items denominated in forugﬂ currency at
)c'lr-u\d exchange rates are recognised in the Smtuncnt of Comprehensive Income.

Revenue recognition .
Revenue. includes income from the release of full ‘games and carly access versions of sclf-published games. T'he
Company designs, produces and sells video games based on its own and third party intcllectual property to digital and

- phvucq] distributors, who are considered to be the Company’s customers when assessing revenue recognition. The

majority of the C omp'mv s revenue s in the form of rovaltics reccived from third party distributors who have a license
to scll the Company’s S games to consumers. Revenue is recognised at the pomt at which the distributor sL“\ the content
to the consumer.
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' TEAM 17 DIGITAL LIMITED
Notes to the financial statements
For the year ended 31 December 2019

Significant Accounting Policies (continued)

Revenue recognmon (continued)
The transaction price is the amount the Compmy is cntltlcd to. in accordance with thc contractual 1rrangcmcnt with
the third party. : :

The Companv qlso receives revenue where the Company agrees to make a game available to a third party platform for
their customers to download for an agreed period of time for a fixed fee and with minimal future performance
obligations required by the Company. ‘I'hese’ contracts are determined as right to use conteacts in accordance with
TFRS 15 and the fixed fee is recognised on the date the game is first made available on the third party platform. An
_additional revenuc earned based on volume of sales in these contracts are recognised as usage-based royalties when
usage occurs. 1f any contract includes a break clause then the revenue recognised excludes the amount that would be
foregone if the break clause was exercised. The remaining revenue is recognised once the break clause has expired.

Operatmg lease agreements
For the year ended 31 December 2019, IFRS 16 Leases’ rcplaccd IAS 17 ‘].c1>c> “The new >mnd'\rd has been applied
using the modified retrospective approach and therefore does not require a restatement to the balance sheet in 2018.

LAS 17 Leases’— Applied until 31 December 2018 .

Rentals apphcablc to opcrating leases, where substantially all of the risks and benefits or owncrah:p remains with the
lessor, are charged to the Statement of Comprchensive Income on a straight line basis over the period of the lease. Lease
incentives are spread over the period of the lease.on a straight line basis.

IFRS 16 Leases’ —App/zed fra/ﬂ 1 Jannary 2019
- T'his new standard requires lessees to recognise a lease liability reflecting future lease payments md a right-of-use asset
for lease contracts. The value of the assetsand liabilities recognised at application date is calculated from the total of the -
future lease payments discounted for the incremental borrowing rate at the date of application. Interest on the lease
liability is- calculated on a monthly basis and recognised in the Statement ofComprchcmlvc Income. The right-of-use

. assets created are depreciated over the length of the lease and the depreciation is included in the Statement of

. Comprchcnmvc Income. Lease incentives affect the total of the future lease payments and therefore are mclud:.d within
the right-of-use assets and leasc liabilities r(_cogmscd at the start of the lease.

The incremental borrowing rate is decided on through dl\cux\lon \wth our banl\crs and comparison to other businesses
in the industry. :

-

The Company used the modified retrospective approach which applies the cumulative effect of the policy adoption from
1 January 2019. Comparative figures for the year ended 31 December 2018 are not restated to reflect the adoption of
IFRS 16. ' '

In applying IFRS 16 for the first time, the Company has used the following practical expcdicnts permitted by the
© standard: .
e accounting for operating leases with a remaining lease term of less than 12 months as at 1 j'muary 2019 as short-
- term leases; and
®  using hindsight in determining the lease térm where the contract contains opuom to extend or terminate the lease.

Fhe Company has also elected not to reassess whether a contract is, or contains a lease at the date of initial npplicntion.
Instead, for contracts entered into before the transition date the Company relied-on its assessment madeapplying TAS
17 and Interpretation for Determining whether an Arrangement contains a Lease.

At the npplicatio}l of 1FRS 16 ‘Leases’, the Company is required to calculate the initial assets and liabilities of leases
discounted by the incremental borrowing rate. Since the 1PO, as the Company does not have any interest-bearing debt,
management have performed market rescarch on rates offered to similar businesses in the industry and applied an
incremental borrowing rate between 2.5% — 3.5% dependent on the length and type of asset being leased.

Finance costs

Finance costs are charged to the Statement of Comprehensive Income over the term of the debt umng thc cffectve
interest method so that the amount charged is at a constant rate on the C'lrrvmg amount. Issue costs are initially
rccognhcd as a reduction in the proceeds of the nx\ocntcd capital instrument.
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TEAM 17 DIGITAL LIMITED
Notes to the financial statements
For the year ended 31 December 2019

Signiﬁcant Accounting Policies (continued)

Interest income .
Interest income is rccogmscd in the St’ltCant of Comprchcmwc Income uamg th(. effective i interest method.

‘Share based compensatlon

The Company has granted share opnom to various employees and directors: These shares are separated into the

following types of schemes:

e Directors L'T1Ps — These include performance criteria and the fair value of these options has been cmmatcd using a.
Monte Carlo Simulation model to estimate the fair value of the awards.

¢  Employee share options — The only performance criteria included on these options is for the employee to remain in
the company for a specified period of ime. The fair value has been estimated based on the share price at grant date.

"The fair value of these options are recognised as an expense in the Statement of Comprehensive Income over the
vesting period of the options with a corresponding credit included within retained carnings. Employers national
insurance due on the share options are included within the Statement of Comprehensive Income calculated at13.8% of
the share options charge whilst the credit is included within trade and othcr payables. The accumulated share option
value is adjusted for any lapsed share options.ori a monthly basis.

Pensions

Defined contribution pension plan

"The Company operates a defined contribution plan for its employees. A defined contrlbunon plan is'a pension plan
under which the Company pays fixed contributions into a separate entity. Once the contributions have been paid the
Company has no further payment obligations.

"The contributions are recognised as an expense in the Statement of Comprehensive Income when they fall due.
Amounts not paid are shown in other creditors as a liability in the Statement of Financial I’Osmon The assets of the plan
arc held :cpar’ltcly from the Comp'mv in independently administered funds. ’ :

Taxation
Current tax
"The tax currently payable is based ‘on taxable profit for thc year. Taxable profit differs from net profit as reported in the
Consolidated Statement of Comprehensive Income because it excludés items of income or expense that are taxable or
deductible in other years and it further excludes items-that are never taxable or deductible. The Company’s liability for
current tax is calculated using tax rates and laws that have been enacted or substantively enacted by the period end date.

Video Games Tax Relief (17 GTR )

VGTR tax credits are included within current tax. T hcy are onlv recognised where the Directors believe that a tax credit |
will be recoverable. This is based upon’the Company’s cxpcncncc of obtaining the required certification to facilitate its
titles.in development to qualify for VGTR and success of previous submitted claims. An estimate is made’ throughout
the year, and a tax receivable recognised, based on qualifying expenditure during the year.

Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets and
liabilitics in the financial statements and the corresponding tax bases used in the.computation of taxable profit, and is
accounted for using the statement of financial position liability method. Deferred tax liabilities are generally recognised
for all taxable temporary differences and deferred tax asscts are recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary differences can be utilised. Such assets and liabilitics are not
récognised if the temporarydifference arises from the initial recognition of goodwill or from the initial recognition
(other than in a business combination) of other assets and liabilities in a transaction that affects ncnthcr the-taxable profit
nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at cach period end date and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to allow all or part of the assct to be recovered.

Deferred tax is calculated at the tax rates and laws that are expected to apply in the period when the liability is scttled or
the asset is realised. Deferred tax.is charged or credited in the Consolidated Statement of (,omprchcnslvc Income,
except when it relates to items ch’trg)cd or credited directly to equity, in which case the deferred tax is also dealt W\th in
equity.

Deferred tax asscts and liabilities are offsee when there is a legally enforceable right to sctoff current tax asscts against

current tax liabilitics when they relate to income taxes levied bv the same taxation authority and the (.omp‘mv mtends to
settle its current tax assets and liabilities on a net basis.
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TEAM 17 DIGITAL LIMITED
Notes to the financial statements
For the year ended 31 December 2019

Key sources of estimation, uncertairity and significant accounting judgements

The preparaton of the Company’s financial statements requires tmunagement to make judgements, estimates and-
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and -the accompanying
disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions and estimates could result in

outcomes that require a material adjustment to the carrying amount of assets or liabilities affected in future periods.

In the procéss of applying the Company’s accounting pohcnc> mqmgcmcnt has made the following judgements, which |
have the most significant. cffcct on the amounts recognised in thc consolidated financial statements:

Development costs capitalisation (judgement)

"The Company invests heavily in research and development. T hc identification of development costs thut meet the criteria
for capitalisation is dependent on management’s judgement and knowledge of the work done together with any agreements
made with the rights holders of a specific game. Judgements aré based on the information available at each period end.
Economic success of any development is assessed_ on a reasonable basis and a review for indicators of impairment is

- completed by product at each period-end date. The net book values of the development intangible assets including rights

acquired at 31 December 2019 are £2,803,000 (2018: £2,693,000). Intangible assets are subject to amortisation and
reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount-may not be
recoverable, for example, a decision to suapcnd a self-published title under d(,vclopmcnt An impairment loss is recognised
for the amount by which the asset’s carrying amount exceeds its recoverable amount. The recovetable amount is the higher
of an asset’s fair value less costs to sell and value in-use. For the purposes of assessing impairment, assets are rcvmwcd by
project for which there are separately identifiable c1>hﬂow> :

" Useful life of intangible assets (estimate)

“

Amortisation .of intangible assets is calculated over the useful economic lives of the assets. The estimates of useful
economic lives are reviewed at least-annually for any changes to this estimate. There were no changes rcqulrcd to estimate
useful economic lives during the year ended 31 December 2019: :

The useful life of brands was initially estimated as between 10 and 13, years after looking at expected future revenues from’
titles utilising those brands along with future releases planried.

The estimates of useful life for capitalised development costs are mclude as two years. The amortisation is also weighted
hcavﬂy towards the first year to reflect the sales curve of titles. This sales curve has been modelled after looking at all titles
in the Company’s portfolio and adjusting for outlicrs.

Goodwill impairment

The carrying value of goodwill is reviewed for impairment at least every six months. In determining whether goodwill is
impaired an estimation of the fair value and/or the value i in use of the cash gencrating unit (CGU) to which the goodwill
has been allocated is required. This calculation of value in use requires estimates to be made relating to the timing and
amount of future cash flows expected from the CGU, and suitable discount rates based on the Company’s weighted
average cost of capital adjusted to reflect the specific economic environment of the relevant CGU. The calculation of fair

- value requires estimates of the market valué of the Company by reference to existing market data for the Company or for

similar entities.

Revenue
All revenue was generated by the salé of goods.

"The Company does not provide any information on the geographical location of sales as the majority of revenue is through 4
third party distribution platforms which are responsible for the sales data of consumers.

Whilst the chief operating decision maker considers there to be only one segment, the Company’s portfolio of games is split
between those based on 1P owned by the Company and 1P-owned by a third party and hence to aid the readers

understanding of our results, the split of revenue from these two categories are shown below:

2019 2018

£000 £000

Internal 1P ' ‘ 10312 . 11,101
Third party . ' . 51482 32,100
: ~ 61,794 43,201
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TEAM 17 DIGITAL LIMITED -
Notes to the financial statements
For the year ended 31 December 2019

-

Operating profit .

o : v ) 2019 - 2018
The operating profit is statc:-d' a\iter charging/(crediting): . £000 £000
Amortisation of development costs: S ' . . 3105 4319
Depreciation of tangible assets ' o . . 355 305
Depreciation of right-of-use assets . ' ' 57 - -
Loss/(Profit) on dispogal of fixed assets - . 30 ’ @)
Loss/(Profit) on foreign exchange - . : 2 (155)

Auditors’ remuneration : . ' - -

r\uditofs’ remuneration of £77,000 (2018: £73,000) was paid by the ultimate parent Company, Team 17 Group Plc.

‘Staff numbers and costs.
The average number of persons, employed by the Company. (mcludmg du'cctora) durmg the year, was as follows

2019 2018 -
- No. No.
Staff o : - B ) 173 146
The aggregate payroll costs of these pbrsons were as follows: : .
) ’ 2019 : 20_18
£000 . £000

.\Vagcs and salaries o ) ) . 6,140 ‘ © 4944
Social security.costs . ) . . T 645 383
Other pension costs : ) . 255.° 126
" Share based compensation - B ) o0 102 ' 319
7,142 5,772

Directors’ remuneration .

: 0 2019 2018

£000 ~£000

Directors’ emoluments : ‘ ' . - -
Company contributions to money purchase scheme ) - S - : -

Durmg the year retirement benefits were accruing to Nil directors (2018 - Nil) in respect of defined contribution
pension schemes. :

"The highest paid director received remuneration of £Nil (701.8 LN, The directors were remuncrated by Team17
Group Plc, the ultimate parent company of the Group. The Company pays a m'magcmcnt charge to Team17 Group g

Ple Wthh includes an amount recharged for directors services.

““T'he value of the company's contributions p'ud to a defined contrlbutlon pension scheme in respect of the highest paid

- director amountcd to [\hl (2018 - [\hl)

Finance income - :
: 2019 . 2018

£000 - £000

Other interest receivable 202 78
Finance éosts

, | o 2019 . 2018

£000 £7000

Lease liability interest payable . i ' _ . - 17 -

Other interest payable  © _ _ 1 -

. 18 . -
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TEAM 17 DIGITAL LIMITED
Notes to the financial statements .
For the year ended 31 December 2019 . - b

Taxation . )
‘ 2019 2018
) £000 £000

" Corporation tax . :
Current tax on profits for the year ' : 3,833 . 2,876
Video Games Tax Relief claim ' o ' (423) (444)
Adjustments in respect of prior period: . ‘

" Video Games Tax Relief claim . ) (133y - (391)
" Other, ' 721y (171
. . 2,556 ° - 1,870
Deferred tax . B
Origination and reversal of temporary differences . 184 C 9y
Totzl'l tax chargé . . 2,740 1,678

lhc other '1d)u>tmcnt> in respect of prior pcnod relates to additional .tax crcdm claimed on finalisation of the tax

computations. The tax assessed for the year is lower than (2018: lower th'm) the standard rate of corpomuon tax in the

UK of 19.00% (’7018 19.00%). The differences are explained below: .
. 2019 2018

~ £000  £000
Profit before taxation . ‘ 20,630 13,837
"l";axation using the UK Corporation Tax ratc of 19% (2018: 19.00%) 3,920 © 2,629 . -
Effects of , ) ,
Fxpenses not deductible for tax purposes : o - 97 695
Video Games Tax Relief ) . . (423) (444)
Group relief . ' - (640)
Adjustments to tax chqrgc in respect of prior pcnod> . (854) (562)
Total tax charge for the year . - . 2,740 © 1,678

Asa rc>ult ofchangca to the UK corporation tax rates that were substantively enacted as part of the Finance Bill 2016
on 6 September 2016 the main rate will reduce to 17% fiom 1 April 2020. Deferred taxes at the balance sheet date
have béen measured using these enacted tax rates and feflected in these consolidated ﬁmncl'll statements.

Intangible assets :
‘Developnient .

) £000
Cost ) .
At 1 January 2019 : . . o 10,615
Additions . e . 3,215
At 31 December 2019 . : o 13,830
Accumulated amortisation - . .
At 1 January 2019 ° _ : ' , : 7,922
Charge for the year ‘ - S ' 3,105
At 31 December 2019 . . ' 11,027
Net book value ) . ) : )
At 31 December 2019 . : - : 2,803
At 31 December 2018 ' . . ' , 2,693

Rcvnslon of accounting estimate 2018 :

- During 2018 the Company has revised its approach to'the rLcogmtmn of rgcoupablu costs within its Intellectual I’ropgrtv
and its amortisation of development costs — adopting an 85% reducing balance approach over 2 years in the case of the
latter (previously straight line over 2 years) and retaining the former within capitalised development costs (previously

" derecognised when recovered from the third party) and amortising over the useful cconomic life of the game in line with all
other costs. The impact of this revision of accounting estimate was an increase to capitalised costs of £1,720,000 and a
corresponding increase in amordsation of £1,983,000 giving an overall reduction in net book valuc of £263,000. This .
revision in this accounting estimate was accounted for as at 31 December 2018 and then prospectively.
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TEAM'17 DIGITAL LIMITED
Notes to the financial statements

For the year ended 31 December 2019 -

Tangible assets

" Cost

At 1 January 2019
Additions

Dl:posala .
At 31 December 2019

Accumulated deprecxatlon
At 1 January 2019

Charge for thé year,
Disposals

At 31 December 2019

. Net book value
At 31 December 2019

At 31 December 201 8

Rxght-of-use assets

Short-term
‘leaschold | Plantand | - Motor Fixtures and
property  machinery  vehicles fittings Total
£000 £7000 £000 £7000 £000
125 - %61 182 132 1,400
829 246 - 190 1,265 -
(88) (58) (81) (76) (303)
866 1,149 101 246 2,362
53 593 53 61 760
56 245, 31 23 355
(88) . (58) (35) (50 (231)
21 780 49 34 884
845 369 52 212 1,478
72 368 129 71 640

Prior to the Company’s 'ldopuon of IFRS 16 on 1 January 2019, leases of property, plant and equipment were classified as

. either finance leases or operating leases. Under 1FFRS 16, leases are recognised as a right- of-uac assctand a corrcspondmg
lease lnbdn:y at the date at which the leased asset is available for use by the Company.

This led to the capitalisation of £1,570,000as right-of-use nsséts and corrcsponding lease liabilities of £1,592,000 split
between current and non-current liabilities. Sec note 17 for the details of the lease liability.

Cost

Adoption of IFRS 16 on 1 Januqr\' 2019
Additions

At 31 December 2019

Accumulated depreciation
Charge for the year

At 31 December 2019

Net carrying amount
At 31 December 2019,

Trade and other receivables
Amounts falling due within one year

Trade receivables

. Accrued income

Amounts owed by group undertakings:
Other receivables
Prepayments

Buildings Total,
£000 ~£000
1,570 1,570
1,570 1,570
57 57
57 57
1,513 1,513
2019 2018
£000 £000
1,366 224
8,926 . 6,516
5,384 5319
698. 948
360 456 -
16,734 13,463

Intercompany balances are unsecured, repayable on demand and are not interest bearing,
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,Tn-'ade and other payables

- TEAM 17 DIGITAL LIMITED

Notes to the financial statements
For the year ended 31 December 2019

2019 2018
£°000 £7000
Trade payables R ‘ ' 127 328
Amounts owed to group undertakings . E : 4,597 2762 -
Corporation tax ] . : 1,160 1,023
- Other taxation and social security ’ ) . 166 114
Other payables . . . . _ 699 2363
Accruals and deferred income ) ’ 7,948 - 5,624
: : 14,697 - 10,214
Intercompany balances are uﬁsecuréd, payable on demand and are not interest bearing.
Cfdsh and cash equivalents
2019 2018
£000 £°000
‘Cash at bank and in hand - o o ' 37,887 20268
Cash equtvalents . C ' ) 780 . -
’ : o 38,667 20,268 °

The cash equivalents balance of £780,000 (2018: £Nil) represents an amount held by the Company’s solicitors for the

purchase of the shares of Yippee Entertainment Limited by Team17 Group Plc on 1 January 2020.

Lease liabilities . ‘
: 2019 2018

. ) £000 £’000

Lecase labilities: ) .o .
‘Current L ) ' ' 122 . -
Non-current o . ) 1,464 -
. ' 1,586 : -

Interest expense during the year on the above lease liabilities included in finance costs was £17,000 (2018: £Nil). The
total cash outflow for leases during the year was £23,000 (2018: £73,000) net of a £48,000 (2018: £Nil) lease incentive

received.

In applying IFRS 16 Leases, the practical expedient to exclude operating leases with a remaining lease term of less than

‘12 months was used. The total cost of these excluded leases during the year totalled '£54,000.

Deferred taxation

Other short-
term timing
c ’ . differences Total
Recognised deferred tax: asset N A ' : £000 £000°

At1]January 2018~ . : : : - L -
Charged to profit or loss ) . : N -
At 31 December 2018 ' - -
Credited to profit or loss ' c 20
At 31 December 2019 20

|t
o|1o
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TEAM 17 DIGITAL LIMITED
Notes to the financial statements

For the year ended 31 December 2019

Deferred taxation (continued)

Recognised deferred tax liabilities -

At 1 January 2018
Charged/(Credited) to profit or loss -
At 31 December 2018

Chatged/ (Credited) to profit or lgss
At 31 ‘Decembér 2019

Called up share .capit'al'

Authorised, allotted,. called up and fully paid
120,000 (2018: 120,000) Ordinary shares of £0.001 cach

Reserves
Share premium account

Accelerated .
deprecidtdon Other short-  Arising on
for tax term t:irﬁing intangible
purposes differences  fixed assets Total
£000 £000 £000 £000
53 207 - 260
1 (193) .- - (192)
54° 14 - 68
) ©(13) 224 204
47 1 224 272
2019 2018
£000 £°000

issuing of shares are deducted from share premium, net of any related income tax bencfits.

Profit and loss account

Includes all current and prior year retained profits and losses.

Share based compensation

2019:
Share scheme name . Award date i Vesting date
Free shares s 4 April 2019 4 April 2022
Senior management - 8 April 2019 8 .r\pnl 2022
share options .
Senior management ° 18 December 2019 18 December 2022

share options

Makimum number
~of share options
outstanding
114,750
31,368 -

20,291

. Share premium includes any premiums réceived on the issue of share capital. Any transaction costs associated with the

The following share schemes have been awarded to cmploycc> of the Company but not yet vested at 31 Dcccmbcr

- Exercise
price per
share option’
£Nil

£Nil

LNl

These schemes are equity settled and provide options over shares in the Company’s Ultimate parent company, Team17
Group Plc.. The movement in the fair value of each share option is included within cither Cost of sales or
Administrative expenses (depending on which employees the shares were issued to) in the Statement of
Comprchensive Income and included within Retained earnings in the Statement of Financial Position. In addition
employers national insurance accrued at 13.8% on the share options value is included w1thm either cost of sales or

administrative expenses and accruals in thc Statement of Financial Position.
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TEAM 17 DIGITAL LIMITED
Notes to the financial statements
For the year ended 31 December 2019

Share based compensation (continued)

Included within the financial statements is the following:

2019 2018
: £000 £000
- Statement of Comprehensive Income oL ]
Share options charge ‘ ) . 102 -
Employers national insurance o ' 14 -
' . 116

2019 2018
- £000 = £000

Statement of Financial Position
Accruals (cumulagve balance) v - 14 .
Retained Earnings (cumulative balance) ) ) 102 - -

116 ‘-

Commitments under operatmg leases
Lcases previously disclosed as commitments have now been C’lplt’lllbcd under IFRS 16 Leases. The following table
reconciles the opening liability to the commitments disclosed in the 2018 financial statements:. '

" [000

Opcranng lcasc commitments disclosed as at 31 Dcccmbcr 2018 - ) 205
Less: Short term leases & other 'ldlustmcnb . ’ - (63)
Later than 5 years . . 142
Discounted using lessee’s incremental borrowmg rate as at.the d’lt(. . o

of initial application . . : ] 125 -
Lease liabilities récognised at 1 January 2019 .- : . ' : 125

Related party transactions .
As permitted by IFRS 101 related party transactions with wholly owned mcmbcrb of the Team17 Group Plc group have

" not been dlelOde

Controllmg party .
T'he intermediate parent undertaking is Team 17 Softqu. Limited. lh(. ulumqtc parent undertaking at 31 Dcccmbcr

2019 was Team17 Group Plc by virtue of its holding of 100% of the share c1p1tal of the company.

At 31 December 2019 there was not considered to be a single uldmate c'ontrolling party of Team 17 Group Plc.

"The largest and smallest group of companies for which consolidated financial statements, including the Company,

have been prepared as at 31 December 2019 is the group headed by Team17 Group Ple. Thesc financial statements
are publicly available from 3 Rcd Hall ,\vcnuc Paragon Business Pack, Wakeficld, WF1 2UL.

Post Statement of Financial Position events ) )
In mrly 2020, the cxistcncc of new coronavirus, known as COVID-19, was conﬂrmcd and s*ince this timc COVID- 19 '

activity \Vthh hns been reflected in the ﬂuctuanom in thc global atocl\ mnrl\cta. lh(. Company consldcrs thc cmcrgc_ncc.
and spread of COVII-19 to be a non-adjusting post balance sheet event.
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