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Playground Games Limited

Strategic report
For the year ended 31 December 2020

‘The directors present the strategic report for the year ended 31 December 2020.

Falr review.of the business

The primary purpose of Playground Games Limited "the Company" is the writing and development of vidéo
‘games software.

In the year the Company made a loss of £497,913 (2019 - profit of £728,133). Operating profit has moved
from a profit of £771k,.to a loss.of £684k In the year due to application of the recharges of expenses and
assoclated turnover to It's subsidiary company; PG Game Development Limited. As part of this a true up
charge relating to. 2019 was taken Iri 2020. The Company is'expected.to show a nominal profit margin under
the recharge madel In the year ending 31 December 2021 and In future years. The Playground group as a
‘whole continues to.be profitable.

in'the yearended 31 December 2020 ihe‘Companv continued development on Forza-Horlzon 4 with monthly
content releases, and this continues to be very sutcessful. The Company also continued: development on
Fable and Forza Horizon 5.

The Company operated as‘a key strategic franchisee, developing ,pfoddct's. to requirements specified by its
holding company with the main aim of increasing market share and profitability for the Group.

The Company continues to perform to plan and'is monitared-byits holding company by way of a three year
rofling plan.

The Company continues to work to maximise the potential of Playground group’s innovation in the electronic
gaming sector.

Key performance indicators

The Directors do not monitor the performance 6f the company- at a statutory level through the use of key
perfarmance :indicators {KPI’s), The Microsoft group manages its business and manages the delivery of Its
strategic objectives through the application of KPVs-at a business group level.

Working Capital,
The Company has a strong working capital:positdon. The directors continue to monitor this closely to ensure
that the maximum advantage is made of the funds avallable.

Principal risks and uncertainties

The Company's activitiés éxpose it to a number of financial risks including credit, liquidity and ‘market. The
Company does not use derivative financlal instruments for speculative purposes.or to hedge these risks; as
they are largely mitigated due to-support provided by its parent company; Microsoft Corporation,

Credit risk

The Company's principal financial assets are bank balances and other debtors. The Company's credit risk is
primarily attributable to- its intercompany ‘debtors; this Is not ‘considéred a significant risk as the
performance of other grotp.companies continues to-be strong.
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playground Games Limhed

Strateglic feport (continued)
For the year ended 31.December 2020

Liquidity fisk _
In order to malntain liquidity to ensure that sufficient funds are available for ohgoing operations and future
developments, the Company-relies onsupport from its parent company, Microsoft Corporation.

Market risk

The Company’s long-term success is dependent on its ability to attract and reétain talentéd employees, to

remain at thé forefront of technological advances and wider fong-term market trends.

The business has considered the future effects of Brexit. These are fikely limited to creating some friction In
engaging.new staff from the EU and an increase in assoclated costs to hire EU-staff members.

The Company. and Group continue to iinvést i -attracting and. retaining high-calibre Individuals ‘and
developing new technology to mitigate these risks.

€OVID-19

The beginning of 2020 saw-a major-outbreak of coronavirus (COVID=19) which Has been declared by the
‘World. Health Organisation to be a pandemic. The pandemic Is having widespread, rapidly evolving, and
unpredictable Impacts on global soclety, ‘econiomies, financlal. markets and business’ practices.

Global .and local crisis management teams. have been put in place byMncr.oSoft to monitor the COVID-19
situation closely and to anticipate and react to the evalving circumstances. To protect the health and well-
being of our emiployees; suppflers; and customers; ‘Microsoft have made substantial modifications to
employee travel policies,. implemented rétail store.and office-closures as employees are advised to work
from home;.and cancelled or shifted our conferences and other marketing’ events to virtual-only.

The extént to which the COVID-19 pandemic impacts.:Microsoft golng forward will depend -on riumerous
evolving factors we cannot reliably predict, ‘including the duration and scope of the pandemic;
governmental business, and Individuals’ actions In response to the pandemic; and the impact .on the
economic activity including the possibility of recession or financial market mstablhw These factors may
adversely impact consumer, business, and government spendlng on techriology as well as customers’ ability
to: pay for our products and services on an. ongoing basis, This uncertainty also affects management’s.
accounting estimates and ‘assumptions, which could result in greater variabllity in a varlety of areas that
depend on these estimates and assumptions, Including investments, receivables, and forward-looking
guidance,

Management have evaluated the financlal impact of COVID-19 on the -entity' operations, solventy and
liquidity-and to date no significant.impacts as a result of COVID-19 have been ldentified to-cast doubt on the
entity's ability to continue asa going concern. Management ackfiowledge that these uncertain times can
have. a huge impact on people and organisation and keeps inonitoring thése uncertainties closely. Measures
to contaln the virus that Impact us, our partners, dlstrlbutors, and suppliers may further intensify these.
lmp,acts and other risks, Any of these may adversely impact Microsoft's ability to:.

¢ Maintain -our operatiofis’ |nfrastructure, including the reliability and adequate capacity of cloud
senvices.

% Satisfy our contractual and regulatory compliance otligations as we adapt to changing usage
patterns, such as through datacentre load balancing.

* Ensure a high-quality and conslistent supply thain and manufacturing operations for our hardware
‘devices and dataceritre operations.

+ Effectively manage Gur international operations through changes in trade practices and policies..

Poge 2
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Playground Games Limited

-"Strateglc reporti{continued)
For the year ended:31:December 2020
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may’adversély impact our revenues, cash:flows, market:share growth, and:reputation.

‘5-"5‘98% ObleCﬁVes.and‘bus!n'e‘ssmgde’l

Promoting the success.of the company-
* ‘Hire and deploy people where we:most need them..
* ‘Sustain: the effectiveness and: produciivity of ‘our cperations including our. sales, ‘marketing,
-engineering, and distribiition functions.

riéss. If we aré unsuccéssful it

Director
Date: 2.
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Playground Games Uitilted

Directors' report
For the year ended 31 December 2020

The directors present their Aanval Réport and audited financial statements for the year ended 31
December 2020,

Diréctors' responsibilities statement
The directors are responsible for preparing the Annual Report and the financlal statements in
atcordance with applicable law and regutations.

Company law requires the directors to prepare financial statements for each financlal year. Under that
law the directors have elected: to prepare the financial statements In accordance with United: Kingdom
Generally Accepted Accounting Practice {United ngdom Accounting Standards: and ‘applicable 1w},
Including FRS 102-‘The Financial Réporting Standard applicable in.the UK and Republic of lreland'. Under
company faw the directors must.not approve the financial statements uriless they are satisfied that they
give a trde and fair view of the state ‘of affairs 6f the company. and of the profit or loss of the-company
for-that period. In preparing these financial statements, the directors are required.to;

o select sultable-accounting policies and then apply them conslstent}y;

* make judgements and:accountifig estimates.that are reasonable and prudent; and

 piepare the financial statéements on the going concern basis unless it is inappropriate. to
presume that the Company.will continue in business,

The difectors are responsible for k‘e‘eping‘adequatea‘ccoun‘ting records that are sufficient 1o show.and
explain the company’s transactions and disclose with reasonable accuracy at any timé the financial
position of the company and enable them to ensure that the financial statements comply with ‘the
.Companies Act 2006. They aré also résponsible for safeguarding the :assets of the company.and hence
for taking reasonable steps for the prevention and detection-of fraud.and other irregularities.

Results and dividends
The restilts for the year.are set out on’page 11.

No ordinary dividends were paid (2019: £nil). The directors do not récommend payment -of a final
dividend.

Future Developments

The Company will continue with the principal activities as-outlined In the:strategic report; The Company
continues to do business with.ather grotip companies and the board is looking forward to:sustaining the
level of revenue and profits in the. followlng yéars;

Directors,
The 'dir.ecto(sfv\iho held office:during the year and up to the.date of signature of the financial statements
‘were as follows:

Benjamin Oradorff
Keith Dolliver




Playground Games Limited

Oirectors' report (continued)
For the year ended 31 December 2020

Golng Concern
To"date no significant negative Impacts as a result of COVID-19 have been identified to cast doubt on the
-Company’s ability to continue operating as a going concern in'the foreseeable future.

The Company runs on a guaranteed. earnings commission model with Microsoft, however is reliant on
Microsoft as a sole customer.

The Company has a letter of support that Microsoft Corporation wﬂl guarantee 'the solvency of the.
company and provide it with sufficlent. ﬁna_nc'ing. resources for at least 12 months from the date of
signing.

The directors have a reasonable: exp'ecta‘ﬁ_op, that the Company and Microsoft Corgoration have
adequate resources to continue in operational existente for the foreseeable future. Thus, the directors
continue to adopt the golng concern basis In preparing the annual report and accounts,

‘Directors* insurance R

The Company will continue with thé principal activities as outlined in the strategic report. The Company
continues to do business with other group companies and the board is looking forward to sustaining the
level of revenue and profits in the following years.

Financlal instruments

it is a3 primary objective and policy .of the director$ of the Company to identify financial risks and
investigate suitable procedures to. minimise the percelved risk. In. the video games software industry
there is a financial risk inherent in the costs incurred in producing software prior to sales. The directors
have put ini place safeguards to minimise the Company's-exposure to fisk.

Disabled persons:

Employment politles are designed to.provide equal opportunity, irrespective of age, sex, religion, race or
marital status. Applications for employment by disabled persons are given: full and fair consideration
and, where practicable, provision Is made for special needs. The Company applies the same criteria to
disabled employees for tralning, career development and promotion as to any other employee. If
existing employees become disabled, every effort is made to ensure their cantinued employment.

Employee involvement.
[t Is the Company’s policy. to-keep empioyees fully informed of matters affecting them as emp‘lqyeésia"nd
to make them aware of the financial and economic factors influencing company performance.

Encouragement Is given to employees: to contribute towards the Company’s financial performance by
means of an annual bonus scheme for certaln employees. '

Page 5
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Playground Games Limited

Directors’ report (continued).
For the year ended 31 December 2020

Auditor.
€ach of the persons wha are difectors at the time when this Directors’ Report.is approved has confirmed
that:

+ so far as the director Is aware, there.is no relevant audit information of which the Company's
auditor {s unaware, and .

» the director has taken all: the steps that: ought'to have been taken as a director in order to be
aware of any relevant audit information‘and to establish the Company’s auditor Is aware of that
information.

This confirmation Is glven and should be interpreted In accordance with the provisions of s418 of the
Compahies Act 2006.

The audjtor Deloitte LLP is deemed to be reappointed under section 487(2) of the Companies Act 2006,

Page 6
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Playground Games Limited

Independent auditor's report
Yo the members of Playground Games Limited

Oplnlon
In our opinion the financial statements of Playground Games Limited-(the ‘company’);

 give a true and falr view of the state of the.company's affalrs as at 31 December- 2020 and of its
profit for the year then endeéd; .

« have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, including Financial Reporting Standard 102.“The Financial Reporting Standard applicable in
the UK and Republic of Ireland”; and

¢ have been prepared in accordance with the requireménts.of the Companies Act 2006.

We have audited the financial statements which comprise:
¢ thestatement of comprehensive income;
* the balance sheet;
s the statement of changes in equity; and
¢ the related notes 1 to 20,

The financial reporting. framework that has been applied in. thelr preparatlon is applicable law and Urited.

Kingdam Accounting Standards, lnciudlng Financial Reporting :Standard 102 “The -Financial Reporting:

Standard applicable in the UK and Republic of ireland” (United Kingdom Generally Accepted Accounting
Practice).

Basis-for opinion

We conducted: our audit In accordance with Internatiofial Standards on Auditing (UK) (ISAs {UK)) and
applicable law. Our responsibilities under those standards are further described in the auditor's
responsibllities for the audit of the financial statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our

audit of the financial statements tn the UK, including the: Financial Reporting Councii’s (the ‘FRC's’) Ethical
Standard, and we have fulfilled our other ethical responsibilities in accordance with these requlrements We
beiieve that the audit evidence we have obtained is sufficient :and appropriate: to provide a basis for our

opinton,

Cohclusians relating to going concern
In auditing'the financial statements, we: have concluded that the directors’ use of the going cancern basis.of
accounting in the preparation of the financial statements.is appropriate..

Based on the work we have performed, we have not identified any material uncertainties relating to events
or conditions that, individually or collectively, may cast significant doubt on the company's ability to continue

as a golng concern for a period of at least twelve months from when the financial statements are authorised

forissue:

Our responsibliities and the responsibilities of the directors-with respect to going concern are described in-

the relévant sections.of this report.

Page 7




Playground Games Limhed

Independéent auditor's report (continued)
Tothe.members of Playground Games Limited

.

Other inforination

“The: other Information comprises the information included in the annual réport, other than the finaricial

statements and our auditor’s report theréon. The directors are responsible for the other Information
contalned withln the annual report. Our opinion on the financial statements does not cover the. other
Information. and, except to the extent otherwise explicitly stated:in our report, we do not express any form
of assurance conclusion thereon.

Our responsibitity is to read the other infarmation and, in.doing so, consider whether the other information
is materially Inconslstent with'the financlal statements or our khowledgé obtained in the.course of the audit,

.of othérwisé appears to be materially misstated. If we identify. such material: inconsistencies:or apparent

ratertal misstatements, we aré requiired to determinie whether this gives rise to a material misstatément I
the financial statements themselves. If, based.on the work weé:have performed, we conclude that thereis a
material misstatement of this other information, we are required to report that fact.

We have nathing to'reportin this regard.

Responsibilities of directors

As explained more fully in the directors’ responsibilities staternent, the directors are responsible fof_tpje
preparation of the financial statements and for being satisfled that they give-a. true and fair view, and for

such Internal control as the directors: determine Is necessary to enable the preparation of financial

statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors aré responsible for assessing the company’s akility to
continue asa going corcern, disclosing, as applicable, mattérs related to going concern and using the going.
concern basis of accounting unless the directors either Intend to- liquidate theé company or to cease

- operations, or have no realistic ajternative but to do so.

‘Auditor's responsibilities for the audit of the financial statements

Our objectlves are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to -Issue an auditor's report that
includes our oplnion. 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 misstaternent when it exists.
‘Misstatements can arlse from fraud or error and are cansidered materialif, individually or In the aggregate,
they could reasonably be expected to-influence the economic.decisions of users taken on the basis of these
financial statements.

A further description of our responsibilitiés for the audit of the financial stateménts is located on the FRC's
website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s regort,
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Playground Games Umited

Independent auditor's réport (continued)
To the members of Playgrotind Games Limited

Extent to which the audit was considerad capable of detecting lrregularitles, Including fraud

{rregularities, including fraud, are instances .of non-compliance with laws. and regulanons. We design
procedures In line with our responsublllties, outlined above, to detect material misstatements In respect of
irregularities, Including: fraud. The extent to-which our ‘procedures are capabls of detecting irregularities,
including fraud is:detailed below.

We considered the nature of the company’s industry and. its control environment, and reviewed the
company’s documentation of thelr policies-and procedures relating to fraud:and compliance with laws and
regulations. We also-enquired-of mariagement about their own identification and assessment-of the risks of
irrégularities.

We obtained an understanding of the legal and regulatory frameworks that the company operates in, and
identified the key-{aws.and regulations that:
*» had a direct effect on the determination of material amounts and disclosures in the financial statements.
These included UK Companies Act, pensions legisfation, tax legislation; and
+ 'do not have a direct effect on the financial statements but compliance with which may be fundamental
to the company’s abllity to opérate or to avoid a‘material penalty.

wlthin the organlsati_on for fraud a_nd_ how and whe__re fraud mlgh_t p,ccur lnlt,h_e ﬁn_anclal sta:emen;s

lin:’common with all audits.under ISAs (UK), 'we are also required to perform specific procedures to respond

to the risk of ‘management override. In addressing the risk of fraud through management override of
‘conitrols, ‘we tested ‘the appropriateness of journal entries and -other adjustments; assessed whether the

judgements made in making accounting estirates ‘are Indicitive of a patential bias; and evaluated the
business rationale of any significant transactions that are unusual or outside the normal course of business.

In-addition to the above, our procedures to respond to the risks identifiéd included the following:

+ reviewing financial statement disclosures’ by testing to supporting documentation to assess compliance
with provisions of relevant laws and régilations described as having a direct effect on the financial.
‘statements;
performing analytical procedures. to. identify.any unusual or unexpected relationships that may indlcate
risks of material misstatement due to fraud;

" énquiring of management -and in-house: iégal counse! concerning actual and potenual litigation: and:
claiims, and instances: of non-compliance with Taws' and regulations; and

reéading minutes of meetings of those charged with governance and. reviewing. correspondence with
HMRC.

..
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‘Playground Games Uimited

Independent auditor's report.(continiied)
To the membiets of Playground Games Limited

Report on other lega! and régulatory requirements

Opinions on other matters prescribed by the Conipanies Act 2606
{n our opinion, based on the work undertakeri I the.course:of the audit: .
¢ the Information.given In the strategic report-and-the. directors’ report for the financial year for which
the financial statements are prepared Is consistent with the financial statements; and
* ‘thestratégic report and the directors’ report have been prepared in accordance with.applicatle legal
requirements. .

In the light of the knowledge-and undeistanding of the company and it énvironment obtained in the course.
of the audit, we have not.identified any material misstatements In ‘the strategic report or the: directors’
report.

Matters:on which we are required to report by exception
Under the Companies Act 2006 we. are required to report in respact of the following matters. if; in our
opinion:

» adequate accounting records have not been kept, or returns adequate for our audit have not been

received from branches not.visited by us; or

« the financial statements.are not in agreement with the accounting records and.returns; or

+ certain.disclosures of directors’ remuneration specified by law are not made; or-

« we havé ot tecéived ail the information and explanations we require for our audit,

We have nothing to report In respect of these' matters.

Use of our report

This report is made solely to- the company’s membeés, as,a bady, in accordance with Chapter 3 of Part 16 of
the Companies. Act 2006. Qur audit work has been. undéitaken so ‘that: we might state to the company’s
‘members those matters we are required to state.to them:in an auditor’s report.and for no other purpose. To
the fullest extent permitted by law, we do nof accept or assume responsibility to anyone other than the
company and the company’s members as a body, for gur-audit work, for:this report, or for the oinions we
have formed. ?

JulianRai {Senlor statutory auditor)
forand o behalf of Déloitte LLP
‘Statutory Auditor

Réading; United Kingdom

.........................
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Playground Games Umited

Statement of comprehensive income
For the year ended 31 December 2020

Turnover
Cost of sales

Gross profit-
Administrative expenses
‘Operating (loss)/profit

Interest receivable and similar Income.
Interest payable and similar expenses

(Loss)/profit before taxation
Tax.on {loss)/profit

{Loss)/profit for the financial year

Notes

10

Year

" ended.

31 December
2020

£

27,253,046
(19,024,891)

8,228,155
(8,911,852)
(683,697)

63,634

.

(620,063)
122,150

(497,913)

Year
ended

31 December

2019
£

24,443,740
{15,188,248)

9,255,492
(8.483,613)

771,879

205,639
(38,731)

938,787

(210,654)

728,133

The profit and.loss.account has been prepared on the basis that all operations are-continuing operations.

There was.no other comprehensive income for.2020:{2019; £NIL).

“The notes on pages13 to 25 form part of thesé financlal statements.

Page11




Piayground Games Uimited

Balance sheet
"As at 31 December 2020

2020 2019.
Notes £ £ £ £
Fixed assets
Tangible.assets 1 6,350,460 6,476,926
Investments: 12 1 , 1
6,350,461 6,476,927
Currentassets
Debtors: amounts falling due within one:
yéar 14 26,390,032. ) 25,762,828
Cash.at bank and'in hand . 7,454 963,331
26,397,486 26,726,159
- Creditors: amounts falling due within
one year 15 (2,936,473) (2,893,699}
Net-current.assets. 23,461,013 23,832,460:
Total:assets léss carrent llabilitfes 29,811,474 30,309,387
‘Capital and reserves
Called.up share capital 17 14,280 . 14,280
Profit and loss account 29,797,194 30,295,107
Total.equity 29,811,474 30,309,387

The notes on'paged'13-to ‘2‘,S folu part of these financial statements.

The, fi \statéments werk approved by the board of directors aiid: aithorised for issue:
on. and agessignedion its behalf by:




Playground Games Limited

Statement of changes in equity
For the year ended 31 December 2020

At 1Jjanuary 2019
Profit and total comprehensive income for the year
At'31 December 2019

Loss:and total comprehensive expensé for the period

-At:31 December 2020

The notes on pages 13 to 25 form part of thése financial statements.

Share Profitand Total
capital. loss
' reserves

£ £ £

14,280 29,566,974 29,581,254

- 728,133 728,133.

14,280 30,295,107 30,309,387

-~ {497,913) [(497,913)

14,280 29,797,194 29,811,474

Page 13
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‘Playground Games timited

‘Notes to the financial statements
For the year ended 31 Décember 2020

1  .General information

Playground Games Limited is a privaté company limited by shares incorporated in the United Kingdor
-and registered In England and Wales. The registered office is The  Broadgate Tower Third Floor, 20
Primrose Street, London, Unitéed Kingdom, EC2A 2RS, Theé principal.activity -of thé company is the
‘writing and development of video games software.

2 Accounting policies

2.1 Basls of preparation
Thie financlal statements have been prepared on the historical cost basis:

These financlal statemerits have been preparéd in compliance with FRS 102 'The Financial
Reporting Standard applicable in the UK:and Republic-of Irefand'.

The financlal statements are prepared In sterling, which is the fpnctional currency of ‘the
entity. Monetary amounts'in these financial statements are roundedto the nearest £.

2.2 Consolidation :
The Company has taken advantage of the: exemption from preparing consolidated financial
statemients contalned in Section 401 of the Companies- Act 2006 on the basis. that the
company ‘and its immediate parent undertaking are wholly owned subsidiaries of an ultimate
parent undertaking that is not established under the-law:of an EEA state.

The Information is included in the consolidated financial statements of Microsoft 3s-at 30 Jurie
2020 and these financial statements may be obtained from the Investor Relations
Department, Microsoft Corporation, 1 ‘Microsoft Way, Redmond, Washington, 98052-6399,
USA.

The Company has taken advantage of the disclosure exemption from preparing a Statement.of
Cash Flows-contained in FRS 102 Séction 7.

2.3 Going.concern .
To date no significant negative impacts as a resuit of COVID-19 have been [dentified to cast
doubt on the Company'’s ability to- continue operating as a going concern in the foreseeable
futire. _

The Comipany:runs on a guaranteed earnings commission model with Microsoft, however is
reliant on Microsoft as a solé customer.

The Company has.a letter of support that Microsoft Carporation will.guarantee the solvency of
thie company-and provide It with sufficient finaricing resources for at least 12 months.from the
date of'signing..

The. directors have a reasonable éxpectation that the Company ‘and Microsoft Corporation
have adequate resaurces to continiié in operational existence forthe foreseeabie future, Thus,.
the directors continue. to adopt the g6ihg concern basis in preparing the annual report and
accounts.

Pago.14



Playground Games Umbted

Notes to-the financial statements

Forthe year ended 31 December 2020

25

2.6

2.7

Accounting policies {cantinued)

. Yurnover

Turnover represents commission received from the ultimate parent undertaking.in the United
States based on a mark-up on total costs Incurréd -and commission. received from the
subsidiary company based on recharges of ¢osts incurred. Revenue Is recognised in the period

In which the costs are incurred and once the values are approved by-Microsoft group.

Taxation
The tax expense represents the aggregate amount of current and deferred tax recognised in

the reporting period. Tex is recognised In the Statement.of Comprehensive Income, except to
the extent that it relates to Itemns recognised in othér compreliensive income or directly tn.
:capital and réserves. In this case tax is recognised in other comprehensive income or directly
in capital and reserves, respectively,

Current tax:

‘Current tax Is: recognised on taxable profit for the current-and past periods. Current tax is
easured at the amounts of tax expected to pay or recover using the tax rates and faws that

have been enacted or substantively enacted at'the reporting date.

Deferred tax

Deferréd tax is recognised in respect of all iming differences at the reporting date. Unrelieved
tax losses:and other deferred:tax assets are recognised to the extent that is probable that they
will be recovered against the reversal of deferred tax liabilities or other future taxable profits.

-Deferred tax is measured using the tax rates and laws that have been enacted.or substantively.

enacted by the reporting date that.are expected to apply to the reversal of timing difference.

Foreign currancles

Forelgn currency transactions.are Initially recorded In functional currency; applylng the. spot
exchange rate as at the date of the transaction. Monetary-assets and liabilities denominated in

foreign currencies are translated at the exchange rate ruling at the reporting date, with any
.gains or losses.being taken to the profit and loss account.

Operating leases

. lease payments are recognised as an expense over the lease term on a straight-line-basis. The

2.8

aggregate benefit of the lease Incentives'is recognised as reduction to expense over the lease
term, on a straight-line basis.

“Tangible fixed assets )
Tangible fixed assets-are inittally recorded at cost and subse__quemly' stated at cost less any
-accumulated depreciation and impalrment losses.
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Playground Games Limited

Notes to the financlal statements{continued)
Forthe year ended 31 December 2020

2.9

2.10

2.11

Accounting palicies (continued)
Depreciation

Depreciation is calculated so as to write off the cost or valuation of assets less thelr residual
value over the useful economic life of that asset as follows:.

Short-term léasehold property straight fine over the iife of the lease
Fixtures and fittings 20%:straight [ine
Computer equipment 33%:stralght line

If there Is an indication that there has been a significant change in depreciation rate, useful life
or residual value of tangible.assets, the depreciation is revised prospectively to reflect the new’
estimates.

Fixed asset investments.
Fixed assetinvestmenits are initially recorded at cost, and subsequently stated at cost less-any
accumulated impairment losses:

Provisions

Provisions are recognised when the entity has an obligation at'the reporting date as a result of
a past.event: it is probable that the entity will be required to:transféer economiic benefits in a
settlement and the amount: of the obligation can be éstimated reliably. Provisions: aré
recognised as 3 liabllity in the statement of financial position ahd the amount of the grovision
asan expense.

Provistons are initially measured at-the best estimate .of the amount required to settle the:
obligation at the reporting date and subsequently reviewed at each reporting date and.

.adjusted to reflect the current best estimate of the aniount that would bé required to settle

the obligation. Any ‘adjustménts to the amouiits previously recognised are recognised in the
profit or loss unless the. provision was orlginally recognised as a part of the cost of an asset.
‘When a provision is measured at the present value of the amount éxpected.to be required to.
‘settle the obligation, the unwinding of the discount is recognised in-the finance costs: in the
profit or loss In the perlod itarises,

Defined contribution plans

Contributions to defined contribution plans are recognised as an expense In the period in
which the related serviceis provided. Prepaid contributions are recognised a3 an asset to the
extent that the prepayment will lead to a reduction in future payments ot a cash refund.

When: contributions are not expected to be settied wholly within 12 months:6f the end of the
reporting date in-which the employees render the related service; the liability is measured.on
a discounted present value basis. The unwinding of the discount is recognised in finance costs
in the profit or loss in the period in'which it arises.
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Playground Games Limited

[Notes to the financial statements (continued)

Forthe year ended 31 Deceniber 2020

2

Accounting p_dl_lc‘tés {continiied)

2,12 Financial reporting standard 102 - reduced disclosure exemptions

The company has taken ‘advantage of the following disciosure exemptions:in preparing these
financlal statements as permitted by the FRS 102 'The financial Reporting Standard applicable
n‘the UK:and Republic of Ireland":

» the requirements of Sectign 7 Statement of Cash Flows;
¢ the requirements of Section 12 Other Financial Instruments paragraphs 12.26 to
12:27, 12.29(3), 12.29(b), 12.29A, and 12.:30;
+ thé requirements of Sectioni 26 Share-based payment paragraphs 26.18(b); 26.19 to
26.21 and 26.23; and’
"+ the requirements of Section. 33 ‘Related Party Disclosures’: paragraph 33.7.

‘Where relevant, equivalent disclosurés' have been given iii the consolidated financial

statériients of Microsoft ‘Corporation: as ‘3t 30 June 2020, Thesé financlal statements are

avaifable to the public and:can be obtained as set out in'note 20.

2,13 .Cash:and cash equivalents

‘Cash and.cash equivalents. are basic financial assets and include cash in hand, deposlts held at

call with banks, other short-term liquid investinents with: ariginal maturities of three, months
or less, and bank: overdrafts. Bank overdrafts are shown within borfrowings in current
liabilities.

2.14 Flnanclal instruments

Financial assets and liabllites are recognised in the Company's Balance Sheet when the
Company hecomes party to the contractual provision.of the instrumiént, Because of their short
term aaturé the cariying. amount of receivables and payables approximates thelr fair value.

“Third-party. and intércompany payables: and receivables-are Initially recognlsed at falr value
-and subsequently at amortised:cost less-any provision for impairment.

Other financial ossets
Other financial‘assets, including investments in equity instruments which.are not subsidiarfes,
associates or joint ventures, are jnitially measured at fair value, which Is normally the

transaction pilce. Such assets are subisequently carried at fair value and the changes ini fair
‘value are recognised.in profit or loss, except that investments in.equity instruments that are

not publicly traded and whose fair values cannot: be measured reliably are. measured at cost
less impalrment.
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Playground Games Limited

Notes to the financlal statements (continued)
For the year ended 31 December-2020

Accounting policles {continued)

impairment of financlal.assets:

‘Financial assets, othér than those held at falr-value through profit and. loss, are assessed for
Indlcators of Impalrment at each-reporting end date.

Financial assets -are impaired where there:is-objective evidence that, as a result of one or
‘more. events that occurred after the initial recognition of the financial asset, the estimated

future cash flows have been affected. If an asset Is Impaired, the impairment loss Is the
difference between. the carrying amount and the present value of the estimated cash flows
discotinted at the asset’s original effective interest rate. The impalrment loss is recognised in
‘profit:or loss.

if there is a decrease in the impairment loss arising from an event occurring after:the
‘impairment was recognised, the:impairment is reversed. The reversal is such that the current
carrying amount does not exceed what the carrying amount would have been, had the
impaitmient not previously been recognised. The impairment reversal is recognised in profit or
165s..

:Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from:the
asset expire or are settled, or when the company transfers the financial asset and substantially
all the risks and rewards of ownership to ‘another entity, or If some significant risks and
rewards of ownership are retained but control of the asset has fransferred to another party
thit i able to sell the asset in'its entirety to an unrelated third party:

Other financlal llabllities

Derivatives, including ‘interest rate swaps and forward foreign exchange contracts, -are not
basic financial Instruments. Derivatives are Initially. recognised. at falr value on the date a.
derivative contract is entered into and are. subsequently re-measured at their fajr value.
Changes in the fair value of derivatives are recognised in profit or loss In finance costs or
finance income as appropriate; unless hedge accounting Is applied: and the hedge is a cash
flow hedge.

Debt instruments:that do not meet-the conditions in £RS 102 paragraph 11.9 are sibsequently
‘measured at fair value through profit or loss. Debt instruments may be designated .as being:
measured at falr value through profit .of loss to eliminate or reduce an-accounting mismatch or
if the instruments are measured and theii parformance evaluated on a fair value basis in
accordance with a documented risk management.or investment strategy.

Dérecogniltion of financldl liablifties
Financial liabilities are derecognised when the’company’s contractual obligations expire or are
discharged or cancelled.
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Playground Games. Limited

‘Notes to the financial statements (€ontifiued)
For the year ended 31 December2020

2 Accounting pgllcles‘(‘cénﬂnu*é‘d)

2.15 Financeincome .
Interest income Is recognised when 1tis probable that the econornic benefits will figw'to the.
‘Company: and the amount of revenue ¢an be measured relfably. Interest.income is accrued on
dme basis by reference to the principal outstanding and at the effective interest rate
applicable, which Is the rate that exactly discoiints estimated future cash réceélpts through the
expected life:of the financial asset to that asset’s net carrylng amount on initial recognition.

3 Critcal accounting judgements and key'sources of estimation uncertality

.ln,t'he'.appllcation of the company’s-accounting policles, the directors-are reqqlred to:make judgements;
estimates- and assumptions -about ‘the carrying amount of assets and llabllities that are not_ readily
apparent from other sources. The estimates and associated assumptions are based on 'historical

‘experience and-other factors that are considered to be. relevant. Actual results may- differ from: these'

estimates.

The directors do not consider there to be any estimates and assumiptions which. have a significant risk.

of:causing a material adjustment to the.carrying:amount of assets and liabllities.

4  Turnover and:other revenue

2020 2019
B £

Turnoveranalysed by class of business’
‘Commission recelved 27,253,046  '24;443;740

5  Operating (loss)/profit

2020 2019
Operating (loss)/profit for the periodis. stated after charging: £ £
‘Depreciation of tangible fixed assets- ) 2,827,118 2,119,711
Operating lease reritals ' 796,851 860,290
Fees payable for the audit of the financial statements $9,436 ‘59,430

No non-audit services were provided by the-.company's.auditors.,

Page'19




Playground Games Limited

Notes to the-financlal-statements {continued)
For the year ended 31 December 2020

6. Staff.costs
Staffcosts; including directors' remaneration, were as-follows:
2020 2019
£ £
‘'Wages and salarles 17,503,762 14,307,587
“Social security costs | 2,239,179 1,747,573
Peénsion.costs 986,44.0: 855,083
20,728,381 16,910,243
The dverage number-of persons employed by the:Company:diiring the year was.as follows:
‘2020 2019
Number Number
iOperational staff 244 186
244. 186:
7 Directors' remuneration
The directors' aggregate remiineration in-réspect of qualifying setvices was £nll.~{2019: £nill)
The Highest pald director recelved remuneration of £nil (2019 -€Enll).
The vilue of the Company's contributions paldto a-defined contribution: pension scheme in respect. of
the highest paid director amounted:to Enll (2019« £nil)
8  Otherinterest receivable and similarincome
2020 2019
£ £
Intercomparny interest recelvable 59,912 205,639
Other interest recelvable 3,722 -
63,63¢ . 205,639
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Playgrournd Games Limited.

Notes to the financial statements (continued)
For the year ended 31 December 2020

9: Interest payable andsimilar expenses

2020 " 2019
£ £
Finance leases and hire purchase contracts . 1,436
‘Other intérest payable. - 37,295
- 38,731
10 Taxation
2020 2019
£ £
Current tax
"UK-corporationtax on profits for the-cufrént period 136,625 338,552
Adjustments in respect.of prior periods. ) - {2,046).

Total current.tax 136,625. 336,506

Deferred tax

‘Ofigination:and reversal of timing differences (258,775) (140,658)
-Changes in-tax rates : - 14,806
Total deferred tax (258,775) (125,852)

Totaltax (credit)/charge {122,150) 210,654

A deferred:tax asset of £417k has beeri recognised: at 31 December 2020 (2019: deferred tax-asset of
‘£158k). This asset, which relates-other iming differences and R&D has been recognised in the financla
statements on the basis, that the Directors.are. of the opinion, based on recent and forecast. trading;
that it can be regarded as more likely than:not that there wiil be suitable taxable profits from which the
future reversal of these timing differences.can be:deducted within 12 months.of the year end.

The Mh;‘éh" 2021 Budget announced an Increase:to the maln rote of corporation tax to 25% from April
2023: This rate has not been substantively.enacted at the balance sheet date and 3§ a result, deférréd
tax balancesas at 31 October 2020:continue to be measured at 19%.
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Playground Games Limited

Notés tothe finantial statements (continued)
For the year-ended 31 December.2020

10 Yaxation

based.on the profit.or loss andthe standard rate of tax as follows:

2020

2019

£ £ {continued)
The :actual (credit)/charge for the year:can be reconciled to-the expected (credit)/charge for the year

2020 2019
£ £
{Loss)/profit before taxation (620,063) 938,787
Expected tax (credit)/charge based on the:standard rate.of corporation
tax in the UK 'of 19.00% (2019: 19,00%) . {1172,812) 178,370
Tax effect of expenses that are not deductible in determining taxable
profit; 14,277 19,525
Adjustments in.respect of prloryears. - (2,046)
Tax rate changes. (18,614) 14,806
Rounding (1 (1)
Taxation {Eredit)/charge for thie peFiod (122,150} 210,654.
page 22 »
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Playgrouiid Gamies Liimited

Notes to the financial statemenits {continued)
For the'year ended 31 December 2020

11 Tanglble fixed assets
‘Short:term Fixtures and: ‘Computer “Yotal

leasehold fittings -equipment
- -property ‘

£ £ £ £
At.1Janvary 2020 4,246,521 615,556 6,781,554 11,543,631
Additions 375,220 44,452 2,280,980 2,700,652
At 31 December 2020 4,521,741 660,008 ',9,_06'2;,5534 14,244,283
Depreclation and Impalrment .
AY T lanuary 2020 1,184,506 237,220 3,644,979 5,066,705
Depréciation charged in theyear’ 792,618 103,627 1,930,873 2,827,118
At 31 December 2020 1,977,124 340,847 5,575,852 7,893,823
‘Carrying amount
At:31 December 2020 2,544,617 319,161 3,486,682 6,350,460
At31.December 2019 2,962,015 378336 3,136,575 6,476,926

12 Fixedasset lnvestments:

‘Trade.
investments
£

Cost or valuation
At 1.January 2020 1
At 31 December 2020 1
At 31 Deceriber 2019 , ‘ 1
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Playground Games Limhed

Notes to:the financlal statements {continued)
For the year ended 31 December 2020

13 Investment In group undertakings

Details of the comipany's subsidiaries. at 31 December 2020 are.as follows:

Name Class of % Held. _ Address
shares held  Direct
PG Game Development Limited. Ordinary. 100 “The Broadgate: Tower, Third

Floor, 20.Primrose Street,
Londen, United Kingdom, EC2A.
2RS

The natiysé of business for PG Game Developient Limitedis development.of video games.

14 Debtors
2020: 2019
E £
Amiounts.owed by group undeitakings 23,817,542 24,029,520
_Other debtors 179,342 205,562
Prepayments:and accrued income 865,746 753,082
Corporation taxation 1,110,404 583,672
Deferred taxation 416,998 158,223
26,390,032 25,730,059

Amounts owed by group undértakings is-a loan to Microsoft Corporation; the ultimate parent company.:
This.loan is repayable on demand and carrigs a’variable interest raté, All ariounts are due within one

year-and are unsecured.
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‘ 2020 2619
. £ £
Tradedreditors  ° _ - 428592 398116
AmoUnts:-owed togroup-undértaki 208,058 203,770
Taxation and soclal secufity 381,850 288,142
Othertreditors 83,522
Accruals and deferred income 149:
' ' ) 2,936,473 2,893,699 °
The mtercompany Joan is held with. PG Game. Development Umited ;a'wholly-owned subsidiary: This:
oo . “loan:is:non-interest bearing.and is repayable on‘demand; All amounts:are:due within one:year-andsare: ;
3 unsecured.. - :
. 16" Deférréd taxation

2020 2019

At beginning of year o, 158,223
Credit'to profit-or loss . 258,775

At endiof vear o . 416,998

2020 2019:
' £ 3

Atcéleratéd capital allowances.  ° - : : 395,838 144,237
ing diffe i = 21,160 13,986

416,998 158:223:
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‘Playground Garvies Uimited

‘Notes to the financlal statements:{continued)
Forthe year ended 31 December-2020

17  Share.capital

2020 2019
£ £
Ordinary-share capital
Issued and fully pald
14,280 ordinary shares of £1 each (2019: 14,280) 14,280 14,280

18 Commitmentsunder operating leases

At 31 December the:Company had future: minifnum lease payments under non-cancellable operating:
leases asfollows:,

i020 2019

£ £

Not tater than 1 year 756,334 767,285
Later than 1 year and not latér than Siyears 2,946,883 2,693,030
tater thari s years 1,260,300 1,837,980

4,963,517 5,298,295

19 Employee benefits:

Defined contribution plans
The amount recognised in profit or loss in relation to-defined contribution plans was £986,440 (2019:
£885,082). ’

20  Ultimate controlilig party

Microsoft Corporation; a company Inicorporated 'in the state: of Washington: in the: United States of
America is the ulimate controlling party :dnd the parent of the only. group into which the results are
‘consolidated. Coples-of Microsoft Corporation's:annual report are available:on wiittei request frori the
Adrivestor Relations:Department at their registered address Microsoft Cotporation, ‘1 Microsoft Way;
‘Redmond, Washington, 98052-6399, USA.

The immediate parentundertaking Is.Playground Games Holdings Limited.
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