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Team 17 Digital Limited |

Strategic report
For the Year Ended 31 December 2020

Business Review
The ultimate parent company of the Group 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 KPIs used by the Company are:

Revenne and Profit for the year
Revenue for the year ended 31 December 2020 was £82,948,000 whilst profit after tax was £23,443,000. This increased
from £61,794,000 for the year ended 31 December 2019 and £17,889,000 comparatively.

Gross Profit %
This decreased to 47.3% in the year ended 31 December 2020 from 47.8% in the year ended 31 December 2019.

Profit before tax
This increased to £27,888,000 in the year ended 31 December 2020 from £20,629,000 for the year ended 31 December
2019. As a percentage of revenue this increased to 33.6% from 33.4%.

Cash and cash equivalents
The balance of cash and cash equivalents at 31 December 2020 increased to £58,281,000 from £38,667,000 at 31
December 2019.

Principal risks and uncertainties

Effectively managing our risks

Team 17 Digital Limited is operating in a competitive and dynamic growth market and as such faces a number of strategic
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 envitonment. The risks are
appropriately scored, and the mitigations are evaluated and tested.

The key business and financial risks for the Company are:

Strategic risks

Market growth and disruption — the Company operates in a dynamic industry that has seen consistent growth over many
years and increasing levels of competition as the number of new games released grows year on year. This competition is
multifaceted, ranging in size, sophistication and capability from large competitors to independent games developers who
choose to self-publish. Slower than expected market growth or a failure to remain compeuuve would adversely affect the
Company’s performance. :

e  The Company has longevity and an entrenched position in the industry today. Its portfolio approach, rigorous
greenlight process and active lifecycle management of its games provide the Company with confidence that it will
continue to secure, develop and release popular games and optimise their commercial success.

Technological change — the industry has seen some major changes 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.

e  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 workforce to be at the forefront of technological developments. It 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 but growing number of customers who
utilise their proprietary distribution platforms to provide the Company’s games to end consumers on a global basis. Any
adverse changes in the status of the Company’s relationship with its customers could negatively impact financial
performance.

e - As a result of developing and growing a commercially successful games portfolio over a long period, the Company
has developed heavily entrenched partnerships with its customers over more than 20 years that deliver commercial
value on both sides. The Company will continue to invest in these relationships to ensure enduring partnerships that
grow and prosper. In addition, the Company continues to develop relationships with new and emerging platform
partners to ensure that it can continue to remain platform agnostic and maximise all opportunities to distribute its
portfolio of existing and new games.
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Team 17 Digital Limited | ,

Strategic report (continued) S
For the Year Ended 31 December 2020 . : e

Strategic risks (continued) . . :
Dependence on key titles to generate significant share of Company revenue — The Company has historically been
reliant on a subset of successful ttles 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 resuits.

e  The Company has expanded its portfolio of successful titles over recent years and a core part of its strategy is
focussed on continuing to do this in the future. It has a track record of developing franchises with long lifecycles
and multiple follow on titles. It’s greenlight process is directed at identifying future titles with this same potential and
the Group invests in this process to ensure it remains agile to identify new IP in order to continue to grow the
portfolio. -

Operational risks .

The ability to recruit and retain key and skilled personnel — The achievement of the Company’s business plan is
dependent on the availability of key skills and expetience across its workforce. Loss of key personnel could adversely affect
and impact the Company’s ability to meet its strategic ambitions.

o Although there will inevitably be some level of staff turnover, the Board believes that the variety of work available
for staff along with its strong collaborative environment, high quality leadership and competitive benefits packages
make Team17 a place 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 develop 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 HR leadership and Talent Acquisition to support identifying, developing and retaining our staff.

IT cyber security/disaster recovery — The business is dependent on the security, integrity and operational performance
of the systems and products it offers as well as the platform partners we work with. A security breach or major system
failure could significantly impact the business and its ability to execute on its plans.

e The Company has invested in its I'T team and infrastructure, implementing additional cyber security processes and
policies and continues to regularly review its IT and security provisions to ensure they are industry leading and in
line with best practice. It has put in place business continuity and disaster recovery procedures with scheduled
regular testing such that should an event occur, the disruption to the Company can be managed and impact
minimised as far as possible.

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

e The Company legally protects its own and third-party partner intellectual property. It also proactively scans for any
potential infringements and rigorously challenges these where appropriate.

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 Dollars (USD). As such there is a risk that the Company’s financial
performance could be adversely affected by unfavourable movements in foreign exchange.

e  While the longer-term risks of transacting globally cannot be avoided, the Company continually reviews its foreign
exchange exposure and where appropriate it can put in place forward contracts to minimise exposure where it
makes commercial sense. Pricing in different markets can also be flexed if required to minimise margin pressure.

Brexit — Following the exit of the European Union there continues to be uncertainty around the longer-term post exit
impact on the UK economy and some disruption to supply chains could impact physical sales of games although these are a
low proportion of total sales. The exit from the EU may impact the Company’s ability to hire and retain staff from E.U
countries which may deplete the available talent resource pool.

e The Company has a global digital customer base which provides a natural mitigation against individual market

legislation or localised economic impacts and considers the operational risks of disruption to be low, however
remains proactive in monitoring legislative changes to its industry.
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Team 17 Digital Limited

Strategic report (continued)
For the Year Ended 31 December 2020

Financial / Economic risks (continued)

COVID-19 — The ongoing Covid pandemic impacts companies, employees, suppliers and customers on a worldwide basis
and provides uncertainty over the ability for companies to operate. As a result, it may impact suppliers and customers
behaviours due to the isolation measures taken by individual governments as well as thew disease impact of the virus on the
general population. The restrictions implemented to manage the virus impacts the Company’s ability to work within the
three physical offices and therefore potentially the staff’s ability to develop and promote new titles and the back catalogue
portfolio. Consumer behaviour may also be adversely affected whilst the pandemic restrictions continue which could reduce
the growth rates forecasted for the global gaming market.

e  The Group has demonstrated its ability to work from home and continues to actively manage the well-being of each
of its employees whilst restrictions apply. Policies and processes are in place to support a return to work with safety
of our team of paramount importance. The Group will continue to monitor the situation regarding the wider impact
of the virus both on internal productivity as well as the ongoing impact on supply chain roll out of the new console
technology and the socio-economic impact on consumers as vaccines and more effective disease management is
rolled out across the world.

Compliance with Section 172

The details of compliance with Section 172 are disclosed on page 5 of this Annual Report and Financial Statements. The
details of employee, SECR and other stakeholder engagement are included in the “Environmental, Social & Governance
Report” section of Annual Report and Financial Statements of Team 17 Group plc.

This report was approved by the board on 17 May 2021 and signed on its behalf.

fllrtrt

M Crawford
Director
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Team 17 Digital Limited

Directors’ report .
For the Year Ended 31 December 2020 . L o

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

Principal activities

The principal activity of the Company was that of the development and publishing of video games for the digital market.
Future developments .
Trading for the period from 31 December 2020 to the date of this document has continued to be positive and is
consistent with the Board’s expectations and profitability and cash generation remain encouraging.

The Company has continued to release new games during 2020, with further releases planned during the course of 2021.
Through its Greenlight process the Group continues to review and sign new titles to its games label, in addition to
maximising the revenue opportunity provided by its substantial back catalogue.

The Company’s acquisition of the Golf With Your Friends IP in January 2021 underlines part of the Group’s strategy to -
make value enhancing acquisitions that will support the growth ambitions alongside organic growth and the Board
expects this to be an ongoing part of the growth strategy.

Results and dividends
The profit for the year, after taxation amounted to £23,443,000 (2019: £17,889,000). The directors have not
recommended the payment of a dividend (2019: £Nil).

Ditectors
The directors who served during the year and up to the date of signing the financial statements:

D Bestwick
M Crawford (appointed 1 May 2020)

Directors’ indemnity insurance
The Company has in place ongoing qualifying third party indemnity provisions for the benefit of the Directors that have
been in place for the current and prior year and up to the date of this report.

Going concem

Management has produced forecasts that have also been sensitised to reflect a plausible downside scenario 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 2021 and beyond and
that the Company has sufficient cash reserves to enable the Company 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. .

Directors' responsibilities statement
The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable laws and regulations. .

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising FRS 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 directors are required to:

. select suitable accounting policies and then apply them consistently;

. state whethet applicable United Kingdom Accounting Standards, comprising FRS 101, have been followed,
subject to any material departures disclosed and explained in the financial statements;

. make judgements and accounting 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

Page 4



Team 17 Digital Limited 5

Directors’ report (continued)
For the Year Ended 31 December 2020

Directors' responsibilities statement (continued) )
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 irregularites.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006.

Directors’ confirmations

In the case of each director in office at the date the Directors’ report is approved:

. so far as the director is aware, there is no relevant audit information of which the Company’s auditors are
unaware, and

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

Principal risks and uncertainties
Information regarding the risks and uncertainties of the Company are included within the Strategic Report on pages
1to3.

Section 172 statement

In compliance with S172 of Companies Act 2006, the Board recognises the importance of engagement with its
stakeholders and the link this has to the long term success of the Company. Through the discussions, presentations
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
party development partners, access to understanding of customer and community programs and insight into the
Company’s gaming platform partner relationships and future initiatives alongside clear internal employee engagement
programs for example via the Team17 Engagement Committee (TEC). In addition, the Executive Directors maintain
a face to face dialogue with shareholders at least twice a year with external feedback shared directly with the Board.
The annual 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 future success of the Company through its team
and the products they create, develop and publish.

The financial statements on pages 9 to 25 were approved by the Board of Directors on 17 May 2021 and signed on its
behalf by:

o,

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 give a true and fair view of the state of the company’s affairs as at 31 December 2020 and of its profit for the year
then ended;

¢ have been propetly prepared in accordance with United Kingdom Generally Accepted Accounting Practice’ (United
Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and applicable law); and

¢ have been 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 statement of financial position as at 31 December 2020; the statement of comprehensive
income and the statement of changes in equity for the year then ended; and the notes to the financial statements, which
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 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 going concern

Based on the work we have performed, we have not identified any matenal uncertainties relating to events or conditions
that, individually or collectively, may cast significant doubt on the company’s ability to continue as a going concern for a
period of at least twelve months from when the financial statements are authorised for issue.

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of accounting
in the preparation of the financial statements is appropriate.

However, because not all future events or conditions can be predicted, this conclusion is not a gua.rantee as to the
company's ability to continue as a going concern.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant
sections of this report.

Reporting on other information

The other information comprises all of the information in the Annual 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, except to the extent
otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit, ot 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 2 material misstatement of the
financial statements or a material misstatement of the other information. If, based on the work we have performed, we
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Independent auditors’ report to the members of Team
17 Digital Limited

conclude that there is a material misstatement of this other information, we are requited to report that fact. We have
nothing to report based on these responsibilities.

With respect to the Strategic report and Directors’ Repott, we also considered whether the disclosures required by the UK
Companies Act 2006 have been included.

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also to report certain
opinions and matters as described below.

Strategic report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic report and
Directors’ Report for the year ended 31 December 2020 is consistent with the financial statements and has been prepared
in accordance with applicable legal requirements.

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

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Directors’ Responsibilities Statement, , the directors 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 due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do
50.

Auditors’ tesponsibilities 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 statements.

Irregularites, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line
with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The
extent to which our procedures are capable of detecting irregulasities, including fraud, is detailed below.

Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with
laws and regulations related to deliberate concealment by, for example, forgery or intentional misrepresentations, or
through collusion, and we considered the extent to which non-compliance might have a material effect on the financial
statements. We also considered those laws and regulations that have a direct impact on the financial statements such as
the Companies Act 2006. We evaluated management’s incentives and opportunities for fraudulent manipulation of the
financial statements (including the risk of override of controls), and determined that the principal risks were related to
over-statement of revenue and profits. Audit procedures performed by the engagement team included:

e Discussions with management, including consideration of known or suspected instances of non- compliance with laws
and regulation and fraud

¢ Understanding and evaluation of management’s processes controls designed to prevent and detect irregularities

¢ Reviewing minutes of meetings of those charged with governance

Page 7
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Independent auditors’ report to the members of Team
17 Digital Limited . N

e Challenging assumptions and judgements made by management in their significant accounting estimates, in particular
in relation to the valuation of development costs; and
o Identfying and testing journal entries, in particular any journal entries posted with unusual account combinations.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances of
non-compliance with laws and regulations that are not closely related to events and transactions reflected in the financial
statements. Also, the risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one
resulting from error, as fraud may involve deliberate concealment by, for example, forgery or intentional
misrepresentations, or through collusion.

. .
. e - ey eye,c . . . \ -

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at:

www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This repott, 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 shown or into whose

hands it may come-save where expressly agreed by our prior consent in writing.
. 1}

Other i:equiréd reporting

Companies Act 2006 exception reporting

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

e we have not obtained all the information and explanations 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 law are not made; or

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

We have no exceptions to report arising from this responsibility.
frty Wl

Andy Ward (Senior Statutory Auditor)

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

17 May 2021
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Team 17 Digital Limited
Statement of Comprehensive Income
For the year ended 31 December 2020

Note
Revenue 4
Cost of sales
Gross profit
Administrative expenses
Operating profit 5
Finance income 8
Finance costs
Profit before taxation
Taxation 10

Profit for the financial year

All amounts relate to continuing operations.

2020 2019
£'000 £000
82,948 61,794
(43,718) (32,257)
39,230 29,537
(11,407) (9,092)
27,823 20,445
108 202
43) a8)
27,888 20,629
(4,445) (2,740)
23,443 17,889

There wete no other comprehensive income transactions in the year and therefore a Statement of Other Comprehensive

Income has not been presented.

The notes on pages 12 to 25 form part of these financial statements.
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Team 17 Digital Limited
Registered Number: 02621976

Statement of Financial Position
At 31 December 2020

Fixed assets .
Intangible assets P
Tangible assets

Right-of-use assets

Deferred tax asset

Current assets
Trade and other receivables
Tax receivables

Cash and cash equivalents

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

Lease liabilities

Net current éssets

Total assets less current liabilities
Non-current liabilities

Lease liabilides

Deferred tax liability
Provisions

Net assets

Capital and reserves
Called up share capital
Share premium account

Profit and loss account

Total Equity

The notes on pages 12 to 25 form part of these financial statements.

Note

1

13
18

14

16

15
17

17
18

19
20
20

2020
£000

21,877

775
58,281
80,933

(20,257)

145

(20,402)

'(1,320)

(76)

9,099

69,630

68,234

2020 2019 2019
£2000 £000 £000
6,287 2,803
1,353 1,478
1,378 1,513

81 20
5,814
16,734
38,667
55,401
 (14,697)
(122)
(14,819) :

60,531 40,582

746,396

(1,464)

©72)

26

(1,396) (1,762)
44,634
6 6
68,228 44,628
44,634

68,234

The financial statements were approved by the board of directors and authorised for issue on 17 May 2021, and were

signed on its behalf by:

”y

M Crawford
Director
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Team 17 Digital Limited
Statement of Changes in Equity
For the year ended 31 December 2020

Called Share Profit and Total
up share premium loss Equity

capital account  account
£000 £°000 £000 £°000
At 1 January 2019 - 6 26,637 26,643
Total comprehensive income for the year - - 17,889 17,889
Share based compensation ; - - 102 102
At 31 December 2019 - 6 44,628 44,634
Total comprehensive income for the year - - 23,443 23,443
Share based compensation - - 157 157
At 31 December 2020 - 6 68,228 68,234

All balances are rounded to the nearest £’000. Further details of called up share capital is included in note 19.

The notes on pages 12 to 25 form part of these financial statements.

Page 11
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TEAM 17 DIGITAL LIMITED
Notes to the financial statements
For the year ended 31 December 2020

General information

Team 17 Digital Limited is a private company limited by shares and incorporated and domiciled in England and Wales.
The address of its registered office is 3 Red Hall Avenue, Paragon Business Park, Wakefield, WF1 2UL. The registered
number of the Company is 02621976.

The principal activity of the company is that of the development and publishing of video games for the digital and physical
market.

Significant Accounting Policies

Basis of preparation

The financial statements have been prepared under the hxstonca.l 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. It also requires management to exercise judgment in applying the Company’s accounting policies (see note 3).

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

Financial reporting standard 101 — reduced disclosure exemptions
- The company has taken advantage of the following disclosure exemptions under FRS 101:

e  The requirements of IFRS 7 Financial Instruments: Disclosures
e  The requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement
e  The requirement in paragraph 38 of IAS 1 ‘Presentation of Financial Statements’ to present comparative information
in respect of:
o Paragraph 79(a)(iv) of IAS 1;
o Paragraph 73(e) of LAS 16 Property, Plant and Equipment
o  Paragraph 118(¢) of IAS 38 Intangible Assets; and
e The requirements of paragraphs 10(d), 10(f), 16 38A, 38C, 38D, 404, 40B, 40C, 40D, 111 and 134-136 of IAS 1
Presentation of Financial Statements
¢ The requirements of IAS 7 Statements of Cash Flows
e The requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting Estimates and
Errors
e  The requirements of paragraph 17 and 18A of IAS 24 Related Party Disclosures
e The requirements in IAS 24 Related Party Disclosures to disclose related party transactions entered into between two
or more members of a Group, provided that any subsidiary which is a party to the transaction is wholly owned by
such a member

e  The requirements of paragraphs 134(d)-134(£) and 135(c)-135(€) of IAS 36 Impairment of Assets

New and amended standards adopted by the Company
There were no new standards applied for the reporting period commencing 1 January 2020.

The Group applied the following standards and amendments for the first time for their annual reporting period
commencing 1 January 2019:

e IFRS 16, Leases’;

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

e Interpretation 23 ‘Uncertainty over Income Tax Treatments’ as applicable.
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TEAM 17 DIGITAL LIMITED
Notes to the financial statements
For the year ended 31 December 2020

Significant Accounting Policies (continued)

Going concern

Management has produced 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 Company 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.

Internally Generated Intangible Assets

Intangible assets are measured on initial recognition at cost. Internally generated intangible assets, excluding
capitalised development costs, are not capitalised and expenditure is recognised in the Statement of Comprehensive
Income when it is incurred.

Development Costs

These are internally generated intangible assets arising from the Group’s development activities and are recognised

only if all of the following conditions are met:

e it meets the definition of an intangible asset under “IAS 38 Intangible Assets™;

e completion of the intangible asset is technically feasible so that it will be available to generate economic benefits;

e the Group intends to complete the intangible asset and has the ability to generate probable future economic
benefits that will flow to the Group;

e the expenditure attributable to the intangible asset during its development, can be measured reliably; and

e the Group has adequate technical, financial and other resources to complete the development and to use or sell the
intangible asset.

Costs continue to be recognised as an intangible asset throughout the development of a title up until its release.
Where development costs incurred do not meet the recognition criteria set out above, expenditure is recognised as
an expense in the period in which it is incurred.

Development costs on third party games are disposed of at the date that Team17 ceases to generate revenue from the
games.

Amortisation
The useful lives of intangible assets are assessed as either finite or indefinite and at the year end date no intangible assets
are accorded an indefinite life.

Intangible assets with finite lives are amortised over their useful economic lives and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The amortisation period and the amortisation method for
an intangible asset with a finite useful life are reviewed at least at the end of each reporting period.

Amortisation is calculated over the estimated useful lives of the assets as follows:
¢ Development costs — typically 85% reducing balance over 2 years

Amortisation of development costs commences upon completion of the asset. Changes in the expected useful life
ot the expected 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 changes in accounting estimates.
The amortisation expense on intangible assets with finite lives is recognised in the Statement of Comprehensive
Income in cost of sales for development costs.
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TEAM 17 DIGITAL LIMITED
Notes to the financial statements
For the year ended 31 December 2020

Significant Accounting Policies (continued)

Property, plant and equipment :

Property, plant and equipment are 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. Depreciation, 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 Plant and machinery - 3 years

Fixtures and fittings - 6 years

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-recognition 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
Comprehensive Income in the year the item is de-recognised.

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 of recovery. Indicators that there is no reasonable expectaton of recovery include, amongst others, the failure
of a debtor to engage in a repayment plan with the Company, and a failure to 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 indication that an asset may be impaired. If any indication
exists, or when impairment testing for an asset is required, 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 asset, unless the asset does not generate cash inflows that are largely independent of those
from other assets or groups of assets. Where the carrying amount of an asset or CGU exceeds its recoverable amount, the
asset is considered impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time 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 appropriate valuation model is used. '

The Company bases its impairment calculation on detailed budgets and forecasts which are prepared separately for each
of the Company’s CGUs to which the individual assets are allocated.

Impairment losses of continuing operations are recognised in the Statement of Comprehensive Income in those expense

. categories consistent with the function of the impaired asset.

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If 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 impairment loss was
recognised.

The reversal is limited so that the carrying amount of the asset does not exceed its recoverable amount, nor exceed the
carrying amount that would have been determined, net of depreciation or amortisation, had no impairment loss been
recognised for the asset in prior years. Such reversal is recognised in the Statement of Comprehensive Income unless the
asset is carried 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 lessee. The amount recognised as an addition is the total of the

future lease payments discounted for the incremental 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 that gives tise to a financial asset of one 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 2020

Significant Accounting Policies (continued)

Financial assets

Initial recognition and measurement

In accordance with IFRS9, ‘Financial Instruments’ the Company has classified its financial assets as ‘Financial assets at
amortised cost’. The Company determines the classification of its financial assets at initial recognition.

The Company classifies its financial assets as at amortised cost only if both of the following criteria are met:

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

(ii) the contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on
the principal outstanding.

All financial assets are recognised initially at fair value plus, in the case of assets not at fair value through profit or loss,
transaction costs that are attributable to the acquisition of the financial asset.

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

Financial assets carried at amortised cost

This category applies to trade and other receivables due from customers in the normal course of business. 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. Trade and other receivables are measured at amortised cost less provision for
expected credit losses.

The Company does not hold any material financial assets 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.

Cash and cash equivalents
Cash and short-term deposits in the Statement of Financial Position 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 financial assets

The Company assesses on a forward looking basis, the expected credit losses associated with its financial assets
measured at amortised cost. The Company applies the simplified approach to providing for expected credit losses
prescribed by IFRS 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 other financial assets at amortised cost, the Company determines whether there has been a significant
increase in credit tisk since 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 losses if there has been a significant 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 expectation 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 2020

Significant Accounting Policies (continued) ' '

Financial liabilities (continued)

Subsequent measurement

After initial recognition, interest bearing loans and borrowings are subsequently 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 part of a financial asset or part of a group of similar financial assets) is

derecognised when: '

e  The rights to receive cash flows from the asset have expired, ot

¢ 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 either (a)
the Company has transferred substantially all the nisks and rewards of the asset, or (b) the Company has neither
transferred nor retained 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 substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the original
liability and the recognition of a new liability. The difference in the respective carrying amounts is recognised in the
Statement of Comprehensive Income.

Offsetting of financial instruments

Financial assets and financial liabilities are offset with the net amount reported in the Statement 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 Company has a present obligation (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 measured using the directors’ best estimate
of the expenditure required to settle the obligation at the period end'date.

If the effect 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 internal 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 utlise 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.

Foreign currency

Foreign currency transactions are translated into the functional currency of the Company, using the exchange rates
prevailing at the dates of the transactions (spot exchange rate). Foreign exchange gains and losses resulting from the
settlement of such transactions and from the remeasurement of monetary items denominated in foreign currency at
year-end exchange rates are recognised in the Statement of Comprehensive Income.

Revenue recognition :

Revenue includes income from the release of full games and early access versions of self-published games. The
Company designs, produces and sells video games based on its own and third party intellectual property to digital and
physical distributors, who are considered to be the Company’s customers when assessing revenue recognition. The
majority of the Company’s revenue is in the form of royalties received from third party distributors who have a license
to sell the Company’s games to consumers. Revenue is recognised at the point at which the distributor sells the content
to the consumer.
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TEAM 17 DIGITAL LIMITED ~
Notes to the financial statements
For the year ended 31 December 2020

Significant Accounting Policies (continued)

Revenue recognition (continued)
The transaction price is the amount the Company is entitled to in accordance with the contractual arrangement with
the third party.

The Company also 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. These contracts are determined as right to use contracts in accordance with
IFRS 15 and the fixed fee is recognised on the date the game is first made available on the third party platform. An
additional revenue earned based on volume of sales in these contracts are recognised as usage-based royalties when
usage occuss. If 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.

Lease arrangements

A lease liability reflecting future lease payments and a right-of-use asset for lease contracts are recognised at the lease
commencement date. The value of the assets and liabilities recognised is calculated from the total of the future lease
payments discounted for the rate implicit in the lease or incremental borrowing rate at the inception of the lease. Interest
on the lease liability is calculated on a monthly basis and recognised in the Statement of Comprehensive Income. The
right-of-use assets recognised are depreciated over the length of the lease and the depreciation is included in the
Statement of Comprehensive Income. Lease incentives affect the total of the future lease payments and therefore are
included within the right-of-use assets and lease liabilities recognised at the commencement date.

The incremental borrowing rate is decided on through discussion with our bankers and comparison to other businesses
in the industry. :

In applying IFRS 16 for the first time on 1 January 2019, the Company used the following practical expedients permitted

by the standard:

e accounting for operating leases with a remaining lease term of less than 12 months as at 1 January 2019 as short-
term leases; and

¢  using hindsight in determining the lease term where the contract contains options to extend or terminate the lease.

The Group also elected not to reassess whether a contract is, or contains a lease at the date of initial application (1
January 2019). Instead, for contracts entered into before the transition date the group relied on its assessment made
applying IAS 17 and Interpretation for Determining whether an Arrangement contains a Lease.

At the application of IFRS 16 ‘Leases’, the Group was required to calculate the initial assets and liabilities of leases
discounted by the incremental borrowing rate. Since the IPO, as the Group does not have any interest-bearing debt,
management performed market research 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 using 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 in the proceeds of the associated capital instrument.
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TEAM 17 DIGITAL LIMITED : G
Notes to the financial statements
For the year ended 31 December 2020

Significant Accounting Policies (continued) : '

Interest income
Interest income is recognised in the Statement of Comprehensive Income using the effective interest method.

Share based compensation

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

following types of schemes:

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

e  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 time. 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 earnings. 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 other payables. The accumulated share option
value is adjusted for any lapsed share options on a monthly basis.

Pensions

Defined conttibution pension plan

The Company operates a defined contribution plan for its employees. A defined contribution 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 Position. The assets of the plan
are held separately from the Company in independently administered funds.

Taxation

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in the
Consolidated Statement of Comprehensive Income because it excludes 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
cutrent tax is calculated using tax rates and laws that have been enacted or substantively enacted by the period end date.

Video Games Tax Relief (VGTR)

VGTR tax credits are included within current tax. They are only recognised where the Directors believe that a tax credit
will be recoverable. This is based upon the Company’s experience 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 off-set against the income tax liability 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 carrymg amounts of assets and
liabilities 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 assets 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 liabilities are not
recognised if the temporary difference 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 neither the taxable profit
nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each 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 asset 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 settled or
the asset is realised. Deferred tax is charged or credited in the Consolidated Statement of Comprehensive Income,
except when it relates to items charged or credited directly to equity, in which case the deferred tax is also dealt with in

equity.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against
current tax liabilities when they relate to income taxes levied by the same taxation authority and the Company intends to
settle its current tax assets and liabilities on a net basis.

Page 18



TEAM 17 DIGITAL LIMITED
Notes to the financial statements
For the year ended 31 December 2020

Key sources of estimation, uncertainty and significant accounting judgements

The preparation of the Company’s financial statements requires management 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 process of applying the Company’s accounting policies, management has made the following judgements, which
have the most significant effect on the amounts recognised in the consolidated financial statements:

Development costs capitalisation (Judgement)

The Company invests heavily in research and development. The 1dermﬁcauon of development costs that 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 are 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 'mclud.ing rights
acquired at 31 December 2020 are £6,287,000 (2019: £2,803,000). Intangible assets are subject to amortisation and
reviewed for impairment whenever events or changes in circumstances indicate that the carrymg amount may not be
recoverable, for example, a decision to suspend a self-published title under development. An impairment loss is recognised
for the amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher
of an asser’s fair value less costs to sell and value in use. For the purposes of assessing impairment, assets are reviewed by
project for which there are separately identifiable cashflows.

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 wete no changes required to estimate
useful economic lives during the year ended 31 December 2020 except as disclosed below.

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

In December 2020, the Company launched Worms Rumble on PC, PlayStation 4 and the next generation PlayStation 5
console and as part of this launch, revenue was secured under a license agreement with PlayStation which was recognised
in the period under IFRS 15. As a result of the licence deal combined with the launch on the next generation console, first
year revenues are expected to be more heavily weighted towards the launch date and the Company has therefore updated
their amortisation policy to better reflect this with 2 higher amortisation charge for this title being recognised in December
2020. The total amortisation charges for this title over the first year after launch will remain in line with the existing policy.

Revenue Recognition (Judgement)

In applying IFRS 15, the Group is required to make a judgement on whether certain revenue contracts containing a
license provide either a right to use or right to access the IP. Licenses that meet all three specific criteria as described
in paragraph 11.256 of IFRS 15 are considered to provide a right to access the IP. If any of these three criteria are not
met then the contract should be treated as a right to use the IP. The Group considers that all of their license contracts
to date provide a right to use the asset and all new contracts are reviewed against the criteria to ensure the correct
treatrnent is applied.

Revenue
All revenue was generated by the sale of goods.

The Company does not provide any information on the geographical location of sales as the majority of revenue is through
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 IP owned by the Company and IP 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:

2020 2019

£°000 £7000

Internal IP 17,289 10,312
Third party 65,659 51,482
82,948 61,794
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Notes to the financial statements . -
For the year ended 31 December 2020 ‘

Operating profit '

: 2020 2019
The operating profit is stated after chatging/(crediting): £°000 £°000
Amortisation of development costs (note 11) 4,028 3,105
Depreciation of tangible assets (note 12) 432 355
Depreciation of right-of-use assets (note 13) 135 57
Loss on disposal of fixed assets -, 24 30
Loss on foreign exchange 107 2

Auditors’ remuneration of £144,000 (2019: £77,000) was paid by the ultimate parent Company, Team 17 Group Plc.

Staff numbers and costs
The average number of persons employed by the Company (including directors) during the year, was as follows:

, 2020 2018
No. No.
Staff ' 228 173
The aggregate payroll costs of these persons were as follows:

2020 2019
£7000 £000
Wages and salaries . 8,450 6,140
Social security costs 943 645
Other pension costs 364 . 255
Share based compensation 157 102
9,914 7,142

Directors’ rtemuneration ’
2020 2019

£000 £000

Directors’ emoluments : - -
Company contributions to money purchase scheme - -

During the year retirement benefits were accruing to Nil directors (2019: Nil) in respect of defined contribution pension
schemes.

The highest paid director received remuneration of £Nil (2019: £Nil). The directors were remunerated by Team17
Group Plc, the ultimate parent company of the Group. The Company pays a management charge to Team17 Group

Plc which includes an amount recharged for directors’ services.

The value of the company's contributions paid to a defined contribution pension scheme in respect of the highest paid
director amounted to £Nil (2019: £Nil).

Finance income

2020 2019

£000 £000

Other interest receivable 108 202
Finance costs

2020 2019

£000 £000

Lease lability interest payable 43 17

Other interest payable - 1

: 43 18
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Notes to the financial statements
For the year ended 31 December 2020

Taxation

Current tax

Current year tax

Video Games Tax Relief claim
Adjustments in respect of prior period:
Video Games Tax Relief claim
Other

Deferred tax
Origination and reversal of temporary differences

Total tax charge

2020 2019
£7000 £000
5,240 3,833

(986) (423)

133 (133)
322 (721)
4,700 2,556
(264) 184
4,445 2.740

The other adjustments in respect of prior period relates to additional Video Games Tax Relief tax credits claimed on
finalisation of the tax computations. The tax assessed for the year is lower than (2019: lower than) the standard rate of

corporation tax in the UK of 19.00% (2019: 19.00%). The differences are explained below:

Profit before taxation
Taxation using the UK Corporation Tax rate of 19% (2019: 19.00%)

Effects of:

Expenses not deductible for tax purposes

R&D Relief

Video Games Tax Relief

Adjustments to tax charge in respect of prior periods
Change in deferred tax rate

Total tax charge for the year

Intangible assets

Cost

At 1 January 2020
Additions

At 31 December 2020

Accumulated amortisation
At 1 January 2020

Charge for the year

At 31 December 2020

Net book value
At 31 December 2020

At 31 December 2019

2020 2019

£000 £7000
27,888 20,629
5,299 3,920
12 97
97 -
(986) (423)
187 (854)
30 -
4,445 2,740

Development

£7000

13,830

7,512

21,342

11,027

4,028

15,055

6,287

2,803
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Tangible assets

Cost

At 1 January 2020
Additions

Disposals

At 31 December 2020

Accumulated depreciation
At 1 January 2020

Charge for the year
Disposals

At 31 December 2020

Net book value
At 31 December 2020

At 31 December 2019

Right-of-use assets

Short-term
leasehold  Plant and Motor Fixtures and
property  machinery vehicles fittings Total
£°000 £000 £000 £°000 £000
866 1,149 101 246 2,362
18 318. .- 2 338
@ (148) (80) ©) (238)
880 1,319 21 242 2,462
21 780 49 .34 884
71 274 17 40 402
- a27) (45) ©) )
92 927 21 . 69 '+ 1,109
788 392 - 173 1,353
845 369 52 212 1,478

Pror to the Company’s adoption of IFRS 16 on 1 January 2019, leases of property, plant and equipment were classified as
either finance leases or operating leases. Under IFRS 16, leases are recognised as a right-of-use asset and a corresponding

lease liability at the date at which the leased asset is available for use by the Company.

This led to the capitalisation of £1,570,000 as right-of-use assets and corresponding lease liabilities of £1,592,000 split_
between current and non-current liabilities as at the date of transition. See note 17 for the details of the lease Liability.

Cost

Additions at 1 January 2019 (Adoption of IFRS 16 Leases)

Additions during the year
At 1 January 2020
Additions

At 31 December 2020

Accumulated depreciation
At 1 January 2019

Charge for the year

At 1 January 2020

Charge for the year

At 31 December 2020

Net carrying amount
At 31 December 2020

At 31 December 2019

Buildings Total
£000 £000
103 103
1,467 1,467
1,570 1,570
1,570 1,570
57 57
57 57
135 135
192 192
1,378 1,378
1,513 " 1,513
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Trade and other receivables
Amounts falling due within one year

2020 2019

£7000 £000

Trade receivables 1,513 1,366
Accrued income 13,875 8,926
Amounts owed by group undertakings 5,528 5,384
Other receivables 487 698
Prepayments 474 360
: 21,877 16,734

Amounts owed by group undertakings are unsecured, repayable on demand and are not interest bearing. Trade
receivables, accrued income and other receivables are stated after provision for impairment of £Nil (2019: £Nil).

Trade and other payables

2020 2019
£000 £000
Trade payables 576 127
Amounts owed to group undertakings 4,908 4,597
Corporation tax - 1,160
Other taxation and social security 258 166
Other payables 1,096 699
Accruals and deferred income 13,419 7,948
20,257 14,667

Amounts owed to group undertakings balances are unsecured, payable on demand and are not interest bearing.

Cash and cash equivalents
2020 2019
£000 £000
Cash at bank and in hand 58,281 37,887
Cash equivalents - 780
' 58,281

38,667

The cash equivalents balance of £Nil (2019: £780,000) 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
2020 2019
£’000 £000
Lease liabilities:
Current 145 122
Non-current . 1,320 1,464
1,465 1,586

Interest expense during the year on the above lease liabilities included in finance costs was £43,000 (2019: £17,000). The
total cash outflow for leases during the year was £165,000 (2019: £23,000) net of a £Nil (2019: £48,000) 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 £20,000 (2019: £54,000).
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Deferred taxation

Recognised deferred tax asset

At 1 January 2019

Credited to statement of comprehensive income
At 31 December 2019

Credited to statement of comprehensive income
Offset from deferred tax liability

At 31 December 2020

Recognised deferred tax liabilities

At 1 January 2019
Charged/(Credited) to profit or loss
At 31 December 2019
Charged/(Credited) to profit or loss
Offset against deferred tax asset

At 31 December 2020

Called up share capital

Authorised, allotted, called up and fully paid

120,000 (2019: 120,000) Ordinary shares of £0.001 each

Other short-
term timing .

differences Total

£000 £7000

20 20

20 20

635 635

(574) (574)

81 81

Accelerated
depreciation Other short-  Arising on
for tax term timing intangible

purposes differences  fixed assets Total

' £7000 £000 £000 £7000
54 14 ‘ - 68

) (13) 224 204.

47 1 224 272

122 ) 181 302
(169) - (405) (574)
2020 2019

£’000 £7000

Amounts above are below the rounding off figures applied by the Company in the financial statements for both the

current and previous year.

Reserves
Share premium account

Share premium includes any prémiums received on the issue of share capital. Any transaction costs associated

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

Profit and loss account

Includes all current and prior year retained profits and losses.

Shate based compensation

with the

The following share schemes have been awarded to employees of the Company but not yet vested at 31 December

2020:

Share scheme name
Free shares

2019

Senior management shate optionus (Issue 3) 22 April 2020
Senior management share options (Issue 4) 6 May 2020
Monthly award

Share Incentive Plan (See note below)

Award date
4 April 2019
Senior management share options (Issue 1) 8 April 2019
Senior management share options (Issue 2) 18 December

Maximum number Exercise price

of share options per
Vesting date  outstanding
4 April 2022 114,750 £Nil
8 April 2022 22,045 £Nil
18 December 17,392 £Nil
2022
21 April 2023 4,994 £Nil
5 May 2023 12,287 £Nil
3 years from 15,662 £Nil
award date

share option
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TEAM 17 DIGITAL LIMITED
Notes to the financial statements
For the year ended 31 December 2020

Share based compensation (continued)

Share incentive Plan (SIP)
The Company operates a SIP for all employees. Under the SIP, the Group has made awards of matching shares which
are conditional on remaining employed with the Group for three years from the award date.

The fair value of these matching shares are calculated as the fair value at the award date multiplied by the number of
share options. The expense is apportioned over the vesting period. These share options will be settled from shares
already held by the Team 17 Employment Benefit Trust.

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 either Cost of sales or
Administrative expenses (depending on which employees the shares were issued to) in the Statement of
Comprehensive 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 within either cost of sales or
administrative expenses and accruals in the Statement of Financial Position.

Included within the financial stateménts is the following:

2020 2019
£7000 £000

Statement of Comptehensive Income
Share options charge 157 102
Employers national insurance 19 14
176 116
2020 2019
£7000 £°000

Statement of Financial Position

Accruals (cumulative balance) 33 14
Retained Earnings (cumulative balance) 259 102
292 116

Related party transactions
As permitted by FRS 101 related party transactions with wholly owned members of the Team17 Group Plc group have

not been disclosed.

Controlling party
The intermediate parent undertaking is Team 17 Softwate Limited. The ultimate parent undertaking at 31 December

2020 was Team17 Group Plc by virtue of its holding of 100% of the share capital of the company.
At 31 December 2020 there was not considered to be a single ultimate controlling 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 2020 is the group headed by Team17 Group Plc. These financial statements
are publicly available from 3 Red Hall Avenue, Paragon Business Park, Wakefield, WF1 2UL.

Post Statement of Financial Position events
On 4 January 2021 Team17 Digital Limited acquired the Golf With Your Friends IP from Entertainment Holdings

Pty Ltd a company incorporated in Australia for £12,000,000. This consideration is made up of an initial cash payment
of £9,000,000 and deferred cash consideration of £3,000,000 due within 12 months of the acquisition date.

The acquisition underlines part of the Company’s strategy to make value enhancing acquisitions that will support the
growth ambitions alongside organic growth and the Board expects this to be an ongoing part of the growth strategy.

At the time when these financial statements are authorized for issue, the Company had not yet completed the
accounting for the acquisition and hence the fair values of assets acquired have not been disclosed.
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