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HIT CONSUMER PRODUCTS LIMITED . .

- DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2022

The directors present their report and the financial statements for the year ended-31 December 2022.
 Statement of directors"responsibilities in respect of the financial statements

The directors are responsible for preparing the Directors' Report and the financial statements in accordance
with applicable law and regulation.

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

Under company law, directors must not approve the financial statements unless they are satisfied that they gi\)e

- 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;

. make judgements and accounting estimates that are reasonable and prudent

. state whether applicable United Kingdom Accounting Standards, comprising FRS 102 have been foI!owed
" subject to any material departures disclosed and explained in the financial statements; and .

. prepare the financial statements on the going concern basis unless it is inapprepriate to presume that the -

company will continue in business. . ‘ ) e

The directors are responsible for safeguarding the assets of the company and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities.

The directors are also 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 Compenies Act 2006.

Directors' confirmations
In the case of each director in office at the date the dlrectors report is approved:

e so far as the director i |s 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 activities
HIT Consumer Products Limited's (the "Company”) principal activities are to promote‘audio rights for the
Thomas & Friends brand. The Directors expect this to remain so for the foreseeable future.
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~HIT CONSUMER PRODUCTS LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

" Future Developments

The Directors believe that the ongoing third-party agreement for audio rights, which was renewed in 2020,
expired in 2023, and is expected to be renewed, will help to provide a platform for future revenue growth.

Going concern

In assessing the company’s ability to continue to operate as a going concern the directors have considered the:
future operations of the company and have reasonable expectation that the company has adequate resources to
continue in operational existence for the foreseeable future. Accordingly, they continue to adopt the going
concern basis of accounting in preparing these financial statements. :

The Company has also sought and obtained a letter of support -from its ultimate parent company, Mattel Inc.
Consequently, the Directors believe that for any reason should the Company be unable to meet its liabilities then
Mattel Inc. will provide financial support to the Company in accordance with this letter such that the Company is
able to operate as a going concern and to settle its liabilities as they fall due for at least 12 months from the date
of these financial statements. The company has assessed whether it can rely upon the letter of support and has
no concern in that regard.

Resuits

The‘pfoﬂt for the year, after taxation, amounted to £3,000 (2021 - £nil).

The diregtqrs have not paid a dividend throﬁghqut the year (2042A1: Enil) and do not propose a final dividend.
Directors | o |

The directors of the company who served during the year and up to the date of signing the fi nanmal statements
were: .

NA Godfrey' (appointed 24 January 2018)
. P Bapna (appointed 27 July 2020)
M Moore (appointed 7 December 2021)

" Post balance sheet events
Post balance sheet events have been discussed in note 12.
Independent auditors

The independent auditors, PficewaterhouseCoopers LLP, will be proposed for reappointment in accordance with-
section 485 of the Companies Act 2006. k

‘Small companies note _ .
In preparing this report, the directors have taken advantage of the small corhpanies exemptions prbvided by

section 415A of the Companies Act 2006. In addition the directors have taken advantage of the small companies
exemption from preparing a strategic report provided by section 414B of the Companies Act 2006.
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HIT CONSUMER PRODUCTS LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

This report was apbrbved by the board on 29 January 2024 and signed on its behalf.

Prashant Bapga
Director
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'Independ,ent auditors’ report to the
‘members of HIT Consumer Products
Limited

‘Report on the audit of the financial statements

Opinion
In our opinion, HIT Consumer Products Limited's financial statements

e. give a true and fair view of the state of the company's affairs as at 31 December 2022 and of its profit for the year then
ended;

* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom
Accounting Standards, including FRS 102 “The Financial Reporting Standard applicable in the.UK and Republic of IreIand"
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 Directors' Report and Financial Statements (the “Annual Report”),

which comprise: the Balance Sheet as at 31 December 2022; 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 pOllCIeS :

Basis for opinion

We conducted our audit in accordance with Internatlonal 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 obtamed is sufficient and approprlate to provide a basis for our

opinion.

Independence .

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

Conclusrons relating to going concern

-Based on the work we have performed we have not identified any material uncertalntles relating to events or conditions that,
individually or coflectively, 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 conclusnon is not a guarantee as to the companys
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. - . .



Reportlng on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our audltors
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, or
otherwise appears to be materially misstated. If we |dent|fy an apparent material inconsistency or material misstatement, we are
required to perform procedures to conclude whether there is a material misstatement of the fi inancial 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 Directors' Report, we also considered whether.the disclosures required by the UK Companles Act 2006 have
been inciuded. '

Based on our work undertaken in the course of the audit, the Companies Act 2006 requwes us also to report certaln opinions and
matters as descnbed below. :

Directors’ Report -

In our opinion, based on the work undertaken in the course of the audit, the information given in the Directors' Report for the year
ended 31 December 2022 is consistent with the financial statements and has been prepared in accordance with applicable legal
requwements '

. In light of the knowledge and understanding of the company and its environment obtalned in the course of the audit, we d|d not
identify any material misstatements in the Dlrectors Report.

Responsnbllltles for the financial statements and the audlt

Responsibilities of the directors for the financial statements .

As explained more fully in the Statement of directors’ responsibilities in respect of the financial statements, the directors are
responsible for the preparation of the financial statements in accordance with the applicable framework and for being satisfied
that they give atrue 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 so.

Auditors’ responsibilities for the audit of the fmanclal 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 audltors report that includes our opinion. Reasonable assurance is
‘a high level of assurance, butis 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 fi nanmal
statements. :

Irregularities, 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 irregularities, 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 tax legislation and the Companies Act 2006, and we considered the extent to which non-compliance might

have a material effect on the financial statements. 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 posting inappropriate journal entries. Audit procedures performed by the engagement team included:



e evaluation of management’s controls designed to prevent and detect iregularities;

 inquiries with management, including in respect of known or suspected instances of non-compliance with laws and regulatlon
or fraud; . - ’

e review of the minutes of Board meetings; ' : :

" o identifying and testing journal entries posted, in particular any journal entries posted with unusual account combmatrons and _‘

. mcorporatmg elements of unpredictability into the audlt procedures performed

There are inherent Ilmltatlons 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.

Al ' .
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 th|s report A
This report, including the oplmons has been prepared for and only for the company’'s members as a body in accordanoe wnth
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 |nto whose hands it may come save
where expressly agreed by our prior consent in’ wntmg : :

Other requ_ired reporting

- Companies Act 2006 exception reporting

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

« we have not obtained all the information and explanatlons we require for our audit; or

. 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 spemf ied by law are not made; or

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

We have no exceptions to report arising from this responsibility.

Entitlement to exemptions

Under the Companies Act 2006 we are required to report to you if, in our opinion, the directors were not entitied to: prepare’
finaricial statements in accordance with the small companies regime; take advantage of the small companies exemption in
preparing the Directors' Report; and take advantage of the small companies exemption from preparing a strategrc report. We have
no exceptions to report arlsmg from this responsibility.

Alex Blake (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
- Chartered Accountants and Statutory Additors A

Reading

31 January 2024



HIT CONSUMER PRODUCTS LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2022

-

2022 2021

Note © £000 - £000
Other operating income 3 -
Operalti'n'g profit and profit before tax ‘ o 5 3 ' -
o : ; :

Profit and total comprehensive income for the financial year

The notes on pages 10 to 18 form part of these financial statements.

!
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"HIT CONSUMER PRODUCTS LIMITED

REGISTERED NUMBER: 4316800

" BALANCE SHEET
AS AT 31 DECEMBER 2022

Total equity

2022
" Note £000
Current aseets
Debtors: amounts falling due within one year 9 3,130
3,130
Total assets less current liabilities o - - 3,130
Net assets 3,130
" Capital and reserves
Called up share capital 10 : -
* Profit and loss account . M1 ' 3,130
) J
3,130

2021
£000

3,127
3,127

3,127

3,127

3,127

3,127

The Company’s financial statements have been prepared in accordance with the specral provisions applicable to
compames subject to the small companies regime.

The notes on'pages 10 to 18 form part of these financial statements.

The financial statements were approved and authorised for issue by the board and were S|gned on its behalf on

29 January 2024.

- Director

Prashant Zapna
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. HIT CONSUMER PRODUCTS LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2022

Calledup  Profitand

share capital‘ loss account Total equity

£000 . £000 o £000.

At1January 2021 - o ' B - 3,127 3127
At 31 December 2021 and at 1 January 2022 - . . 3,127 3127

Profit and total comprehensive income for the ﬁnaﬁc_ial year ' - 3 3

At 31 December 2022 B o - 3130 3,130

The notes on pages 10 to 18 form part of these financial statements.

N
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'HIT CONSUMER PRODUCTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

General information

HIT Consumer Products Limited (the "Company") promotes audio rights for the Thomas & Friends brand.
The Company is a private company limited by shares incorporated and domiciled in the United Kingdom
and registered in England and Wales. The address of the reglstered office is 3rd Floor, The Porter
Bunldmg, 1 Brunel Way, Slough Berkshire, SL1 1FQ.

Accounting policies

21 Basis of preparation of financial statements
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 102,
the Financial Reporting Standard applicable in the UK and the Republlc of Ireland ('FRS 102') and the
Companies Act 2006.

In assessing the company’s ability to continue to operate as a gbing concern the directors have
considered the future operations of the company and have reasonable expectation that the company -
has adequate resources to continue in operational existence for the foreseeable future. Accordingly,
they continue to adopt the going concern basis of accounting in preparing these financial statements.

The Company has also sought and obtained a letter of support from its .ultimate parent company
“Mattel Inc. Consequently, the directors believe that for any reason should the Company be unable to
meet its liabilities then Mattel Inc. will provide financial support to the Company in accordance with
this letter such that the Company is able to operate as a going concern and to settle its liabilities as
they fall due for at least 12 months from the date of these financial statements: The company has
assessed whether it can rely upon the letter of support and has no concern in that regard. Therefore,
these financial statements are prepared on a going concern basis.

The preparation of financial statements in compliance with FRS 102 requires the use of certain
critical accounting estimates. It also requires management to exercise judgment in applying the
Company's accounting policies. The areas involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are' significant to the financial statements, are disclosed in
note 3.

~ Page 10



HIT CONSUMER PRODUCTS LIMITED

. NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

2,

Accounting policies. (continued)

‘ 2.2 Financial reporting standard 102 - reduced disclosure exemptions :

FRS 102 allows a qualifying entity certain disclosure exemptions. A qualifying entity is defined as a -
member of a group that prepares publicly available financial statements, which give a true and fair
view, in which that entity is consolidated. The Company is a qualifying entity as its. results are
consolidated in the consolidated financial statements of Mattel.Inc. which are publicly available. As a
qualifying entity the company has taken advantage of the foIIowing exemptions:

- from the requwement to prepare a statement of cash flows as required by Section 7 and paragraph
3.17(d) of FRS 102; ‘
» from the requirement to present financial instrument disclosures, as requu'ed by FRS 102 -
paragraph 11.42, 11.44, 11.45, 11.47, 11.48(a)(iii), 11.48(a)(iv), 11.48(b), 11.48(c), 12.26, 12.27,

12.29(a), 12.29(b) and 12.29A;

« from the requirement to present share-based payment disclosures, as _required by FRS 102

paragraph 26.18(b), 26.19 and 26.23; .

+ from the requirement to disclose the key management personnel compensation in total as required

by FRS 102 paragraph 33.7; and

+ from disclosing transactions, per FRS 102 section 33.1(a), between group companies as Iong as

the subsidiary that is party to the transaction is wholly owned within the group. '

"~ This inforfnation is included in the consolidated financial statements of Mattel Inc. as at 31 December'

2022 and these financial- statements may be obtalned from Mattel Inc. 333 Contlnental Blvd, El
Segundo, CA 90245, United States.
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HIT CONSUMER PRODUCTS LIMITED ‘ '

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

2,

Accounting policies (continued)

’ 23 Revenue

" Revenue is recognised to the extent that it is brobable that the economic benefits will flow to the

Company and the revenue can be reliably measured. Revenue is measured as the fair value of the
consideration received or receivable, excluding discounts, rebates, value added tax and other sales
taxes. The following criteria must also be met before revenue is recognised:

2.3.1 General

The Company has adopted the guidance whereby revenue is recognised only when aII of the

following conditions are met:

' (i) Evidence of a licensing agreement exists in the form of a signed and fully executed contract;

(i) - Licensee has obtained control over the necessary property for exploitation of the licensed
rights to begin (that is, content has been delivered or available for immediate delivery);

(i} . The license period of the arrangement has begun and the customer can begin explontatlon
exhibition or sale;

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

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

2.3.2.1 Variable Fées - no Minimum Guarantee (‘MG') Recognition

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

the contract.

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

‘In absence of reported royalties, a royalty revenue accrual is established Usihg the best estimate

available, considering but not limited to, licensee sales projections, historical data and seasonal

~ fluctuations and only when the amount is considered material to the individual contract.

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

2.3.2.2 Variable Fees with non-refundable MG .

The Company's business plan is to build strategic partnerships with key licensees in order to develop

relationships that result in consistent revenue growth - both for the licensee and for the Company.
With this goal in mind, each licensee contract is managed as its own business plan, weighing up

licensee performance and ongoing relationship development when considering minimum guarantees.

As a result the Company will, from time to time, subjectively waive all or part of an MG to manage

such partnerships. This would’ generally occur in the final year of a contract and can occur under
muitiple ¢ scenarlos .

As the pOSSIblllty of waiver cannot be determined until contract end when performance can be
reviewed, MG revenue is not reasonably determinable for upfront revenue recognition. As such:

1) Under contracts which have a specified guarantee for the entire contract term:

- » Royalties are recognised onan as-earned basis as'per 2.3.2.1 above.

Page 12



HIT CONSUMER PRODUCTS LIMITED -

. NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022 -

Accounting policies {continued) ‘
2.3 Revenue (continued)

" » Royalties earned above and beyond the minimum guaranteed amount are recognised on an as-
earned basis in accordance with the 2.3.2.1 above.

* If, at the last repbrting period of the contract term a portion'of the non-refundable MG remains
unearned ("guarantee shortfall"), any guarantee shortfall is recognlsed with the recognition of royalty
) income- in the last reporting period of the contract term. . .

. Recognltlon of any guarantee balance is subject to the criteria outlined in 2.1 above being met.
2) Under contracts which have stand-alone guarantee periods:

» The guarantee shortfall is recognlsed wuth the recognmon of royalty income in the last reporting
.period of each guarantee term.

2.3.3 Licensing revenue - TV
Income is recognised upon satisfaction of the criteria outlined in'2.3.1.

The majonty of television contracts have a single advance payment This is referred to as a 'flat fee'.

Flat fees are considered fixed and determinable.

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

television programmes represents the mvonced value of license fees mcludmg withholding tax but.
- . excluding value added tax. )

Where timing differences arise between the recognition of revenue in the Statement of
. Comprehensive Income, and the contractual time when the Company is allowed to invoice the
licensee, revenue is recognised as follows:

(1) Where the Company can contractually invoice in the. current period but the ‘revenue
recognition criteria is not met until a subsequent period (contract signed, material delivered, but

_ license period starts in a future month) recognition of revenue is deferred until the license period
starts;

(2) Where the Company has met the revenue recognition criteria in the current period but
contractually cannot invoice until a subsequent period (whether several instalments or one instalment
at end of the license), revenue is accrued until the point at which the invoice can be raised.

234 Advances

While an advance may be invoiced, it does not meet the revenue recognition criteria outlined in 2.3.1.
Advances invoiced/received are booked in the balance sheet as deferred revenue.

As revenue is recognised in accordance with 2.3.2 above, any advance in deferred revenue is offset
against accrued revenue created at the time of recognising revenue.

- Page 13



HtT CONSUMER PRODUCTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

2.

Accou'nting policies (continued)

24

Taxation

Tax is recognised in profit or loss except that a charge attributable to an item of income and expense
recognised as other comprehensive income or to an item recognlsed directly in equity is also
recognlsed in other comprehensive income or directly in equity respectively. .

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

. enacted or substantively enacted by the balance sheet date in the countries where the Company

25

26

27

operates and generates income.

Debtors

-Short term debtors and amounts owed by group undertakings are measured at transaction price, less

any impairment. Loans receivable are measured initially at fair value, net of transaction costs, and-
are measured subsequently at amortised cost using the effective interest method, less any
impairment. . .

Impalrment assessments are performed annually and any |mpa|rment loss or reversal of impairment
loss is récognised in the Statement of comprehensive income.

Provisions for Ilabllltles

Provisions are made where an event has taken place that glves the Company a Iegal or constructive
obligation that probably requires settlement by a transfer of economic benef' t, and a reliable estimate
can be made of the amount of the obllgatuon .

Provisions are charged as an expense to profit or loss in the year that the Company becomes aware
of the obligation, and are measured at the best estimate at the Balance Sheet date of the expenditure
required to settle the obligation. .

Financial instruments

The Company only enters into basic financial mstrument transactions that result in the recognition of
financial assets and liabilities like trade and other debtors and creditors, loans from banks and other
third partles loans to related parties and mvestments in ordinary shares.

Debt instruments (other than those wholly repayable or receivable within one year), including loans
and other accounts receivable and payable, are initially measured at present value of the future cash
flows and subsequently at'amortised cost using the effective interest method. Debt instruments that
are payable or receivable within one year, typically trade debtors and creditors, are measured, initially
and subsequently, at the undiscounted amount of the cash or other consideration expected to be paid
or received. However, if the arrangements of a short-term instrument constitute a financing
transaction, like the payment of a trade debt deferred beyond normal business terms or in case of an
out-right short-term loan that is.not at market rate, the financial asset or liability is measured, initially
at the present value of future cash flows discounted at a market rate of interest for a similar debt
instrument and subsequently at amortised cost.

Financial assets that are measured at cost and amortised cost are assessed at the end of each
reporting period for objective evidence of impairment. If objective evidence of impairment is found, an

.impairment loss is recognised in the Statement of Comprehensive Income.

For financial assets measured at amortised cost, the impairment loss is measured as the difference
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HIT CONSUMER PRODUCTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

2.

Accounting nclicies {continued)

27

2.8

Financial instruments (continued)

between an asset's carrying amount and the present value of estimated cash flows discounted at the -
asset's original effective interest rate. If a financial asset has a variable interest rate, the discount rate
for measuring any impairment loss is the current effective interest rate determrned under the
contract. . :

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

Financial assets and Iiabi'liti,es are offset and the net amount reported in the Balance Sheet when
there is an enforceable right to set off the recognised amounts and there is an intention to settle on a

net basis or to realise the asset and settle the liability ‘simultaneous.ly.

Fcreign currency trans.lationv

Functlonal and presentation currency

The Company's functional and presentaticnal currency is GBP.
Transactions and balances

Foreign currency transactions are translated into the, functronal currency usrng the spot exchange

- rates at the dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non- -

" monetary items measured at hrstoncal cost are translated using the exchange rate at the date of the

transaction.

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

Forergn exchange gains and Iosses are presented in profit or loss within other operating income' or
‘administrative expenses' respectrvely

Judgements in applying accodnting_policies and key sources of estimation uncertainty

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed ‘to be reasonable under the
circumstances. The directors do not believe there are any estimates and assumptions that have a risk of
causing material adjustments -to the carrying amounts of assets and liabilities within the next financial

year.

. ‘ “Page 15



HIT CONSUMER PRODUCTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS'
FOR THE YEAR ENDED 31 DECEMBER 2022

Turnover

" Any revenue reported in the current year has been recouped against the 'upfront revenue that was
recognised in'FY20 upon renewal of the third-party agreement for audio rights. Therefore no revenue has
been recognised in the current or prior year.

Operating profit and profit before tax - , C N

The operating proﬁt and profit before tax is stated after crediti_n'g': ,

2022 2021
‘ £000 "~ £000
Exchange differences o ' : @ - -

Auditors’ remuneration - : ‘ _ ‘ .

Auditors™ reinhneration in the current and prior year has been borne by fellow group company Hit
Entertainment Limited. e

Directors and employees

The average monthly number of employees,' excluding directors, was nil (2021: nil). The directors were
- remunerated by fellow group companies and no recharges were made (2021 - £nil). It is not possible to
apportion the share of the directors costs for services undertaken on behalf of the Company.

Taxation
2022 2021
£000 £000
/ .
Total current tax - o ‘ s . - -
Deferred tax : . : ' . e -
Total deferred tax . . : ‘ - -
Taxation on profit\ - - : : ' | - B
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K HIT CONSUMER PRODUCTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
"FOR THE YEAR ENDED 31 DECEMBER 2022

Taxation (continued) -
- .

Factors aff_eéting tax charge for the year

The tax assessed for the year is lower than (2021 - the same as) the standard rate of corporation tax'in
the UK of 19% (2021 - 19%). The differences are explained below:

2022 | 2021

R U ‘ ‘ . " £o000 £000
Profit on ordiAnary activities before tax ) . C _ 3 —
Profit on ordlnary activities multiplied by standard rate of corporation tax in -
the UK of 19% (2021 - 19%) 4 . . 1 -
_Effects of: ' o
" Group relief for nil consideration . S (26) - (2)
Transfer pricing adjustments : ‘ 25 .2
. Total tax charge for the year . ' } ‘ . ' - -

Factors that may affect future tax charges

In the Spring Budget 2021, the UK Government announced-that from 1 April 2023 the corporation tax rate
- would increase to 25% (rather than remaining at 19%, as previously enacted). This new law was
substantlvely enacted on 24 May 2021. Deferred taxes at the balance sheet date have been measured. -
using these enacted tax rates and reﬂected in these financial statements. ’

There are no deferred taxes for the year
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'HIT CONSUMER PRODUCTS LIMITED

v

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

10.

11.

12.

13.

.Debtors: amounts falling due within one year

2022 2021

' £000 ~ £000
Amounts owed by‘group undertakings . - . 3,130 - 3,127

L o | 3130 3127

Amounts owed by group undeértakings are not éecured,' interest tree, have no ﬁxedAdate of repayrti‘ent and
are repayable on demand. . .

Called up share capital

2022 . - 2021
£000 £000
Authorised . :
2 (2021 --2) Ordinary shares of £1.00 each - - -
Preﬁt and Iess accpunt -

.- Al movements during the year in the Profit and Loss account have been dlsclosed in the Statement of

Changes in Eqmty on page 9 of the financial statements.

Post balance sheet events

" The directors have conS|dered all events and curcumstances up to. the date of signing these f nancual :

statements and there are no such subsequent events that require dlsclosure recognising the nature of this
entity. .

s

Controlling party

The immediate parent undertaking is Gullane Entertalnment lelted which is registered in England and
Wales.

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

The consolldated fi nancnal statements can be obtalned at Mattel Inc. 333 Continental Blvd, El Segundo

~ CA 90245, United States.
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