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Twitter UK Ltd

STRATEGIC REPORT
The directors present this strategic report of the company for the year ended 31 December 2016.

Business review
The company's profit for the financial year was £1.844 million (2015: £2.125 million). The company has
performed in line with expectations.

In October 2016, Twitter, Inc. announced a restructuring and reduction in force affecting approximately 9% of
Twitter's positions globally, including positions in Twitter UK Ltd. The restructuring was focused primarily on
reorganising the company's sales, partnerships and marketing efforts to allow the company to continue to fully
fund its highest priorities, while eliminating investment in non-core areas and driving greater efficiency.

The profit for the financial year has been transferred to reserves. The directors do not recommend the
payment of a dividend.

Principal risks and uncertainties

The directors consider that the following are the principal risks and uncertainties that could materially and
adversely affect the company. The directors and the ultimate parent company Twitter, Inc. actively manage
these risks and ensure that there are appropriate policies in place in order to mitigate these risks.

Our revenue model is relatively new, as we have a limited operating history, and there is no assurance that it
will successfully scale over time. If we fail to retain or to add users to our database then it may adversely
affect the profitability of the company in the future as the size of our user base and the users’ level of
engagement are critical to our success.

We operate in a highly competitive and rapidly evolving market with new products and services being offered
by competitors on a continual basis. If we do not continue to provide innovative products and services to
users then we may not remain competitive, and our revenues and operating results could be adversely
affected.

We generate the majority of our revenue from advertising. The loss of advertisers, or a reduction in spend by
advertisers could affect our business. We also suffer from other macro risks including unexpected changes in
regulatory environments, local political and economic conditions, fluctuations in foreign currency exchange
rates and changes to tariffs and other trade barriers.

Key performance indicators

We consider that our key financial performance indicators are those that communicate the financial
performance and strength of the company as a whole, these being turnover, gross profit, operating profit and
profit before taxation as set out in the profit and loss account.

On behalf of the board

L O'Brien
Director



Twittel_' UK Ltd

DIRECTORS' REPORT
The directors present their report and the audited financial statements for the year ended 31 December 2016.

Directors' responsibilities statement
The directors are responsible for preparing the strategic report, directors' report and the financial statements
in accordance with applicable law 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 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland”, and applicable law). Under company law the directors
must not approve the financial statements unless they are satisfied that they give a true and fair view of the
state of affairs of the company and of the profit or loss of the company for that period.

In preparing the financial statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;

o state whether applicable United Kingdom Accounting Standards, comprising FRS 102, 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

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

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.

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

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

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

e 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. :

Dividends
There were no dividends declared or paid during the year or the prior year.

Political donations and political expenditure
The company made no political donations during the year or the prior year.

Research and development

Research and development expenses consist primarily of personnel-related costs, including salaries, benefits
and stock-based compensation for engineers and other employees engaged in the research and development
of products and services. In addition, research and development expenses include allocated facilities and
other supporting overhead costs.

Financial instruments

The company's financial instruments at the balance sheet date included amounts due from group
undertakings, cash, and other financial instruments such as trade creditors that arise directly from our
operations. It is the company's policy that no trading in financial instruments shall be undertaken.

Future developments
The company’s strategy, in line with previous years, focuses on significant growth in the UK, with particular
emphasis on growing our user base.



Twitter UK Ltd

DIRECTORS' REPORT - continued

Directors
The directors who served during the year were:

L O'Brien
V Gadde
A Noto

Disclosure of information to auditors
in the case of each of the persons who are directors at the time the report is approved, the following applies:

e as far as the director is aware, there is no relevant audit information of which the company’s auditors are
unaware; and

e the director has taken all the steps that he/she ought to have taken as a director in order to make
himself/herself aware of any relevant audit information and to establish that the company’s auditors are
aware of that information.

Independent Auditors

The auditors, PricewaterhouseCoopers, will be proposed for reappointment in accordance with section 485 of
the Companies Act 2006.

On behalf of the board

L O'Brien
Director
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Independent auditors’ report to the members of Twitter
UK Ltd

Report on the financial statements

Our opinion
In our opinion, Twitter UK Ltd’s financial statements (the “financial statements”):

e give a true and fair view of the state of the company’s affairs as at 31 December 2016 and of its profit for the year
then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
e have been prepared in accordance with the requirements of the Companies Act 2006.

What we have audited
The financial statements, included within the Annual Report, comprise:

e the Balance Sheet as at 31 December 2016;
e the Profit and Loss Account and the Statement of Comprehensive Income for the year then ended;
e the Statement of Changes in Equity for the year then ended; and

o the notes to the financial statements, which include a summary of significant accounting policies and other
explanatory information.

The financial reporting framework that has been applied in the preparation of the financial statements is United Kingdom
Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of
Ireland”, and applicable law (United Kingdom Generally Accepted Accounting Practice).

In applying the financial reporting framework, the directors have made a number of subjective judgements, for example in
respect of significant accounting estimates. In making such estimates, they have made assumptions and considered future
events.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

e 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

e the Strategic Report and the Directors’ Report have been prepared in accordance with applicable legal
requirements.

In addition, in light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we are required to report if we have identified any material misstatements in the Strategic Report and the Directors’
Report. We have nothing to report in this respect. :

Other matters on which we are required to report by exception

Adequacy of accounting records and information and explanations received
Under the Companies Act 2006 we are required to report to you if, in our opinion:

¢ we have not received all the information and explanations we require for our audit; or

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

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

We have no exceptions to report arising from this responsibility.
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Directors’ remuneration

Under the Companies Act 2006 we are required to report to you if, in our opinion, certain disclosures of directors’
remuneration specified by law are not made. We have no exceptions to report arising from this responsibility.

Responsibilities for the financial statements and the audit

Our responsibilities and those of the directors

As explained more fully in the Directors' Responsibilities Statement set out on page 4, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view.

Our responsibility is to audit and express an opinion on the financial statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland) (“ISAs (UK & Ireland)”). Those standards require us to comply with
the Auditing Practices Board’s Ethical Standards for Auditors.

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for 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.

What an audit of financial statements involves

We conducted our audit in accordance with ISAs (UK & Ireland). An audit involves obtaining evidence about the amounts
and disclosures in the financial statements sufficient to give reasonable assurance that the financial statements are free
from material misstatement, whether caused by fraud or error. This includes an assessment of:

e whether the accounting policies are appropriate to the company’s circumstances and have been consistently
applied and adequately disclosed;

e the reasonableness of significant accounting estimates made by the directors; and
¢ the overall presentation of the financial statements.

We primarily focus our work in these areas by assessing the directors’ judgements against available evidence, forming our
own judgements, and evaluating the disclosures in the financial statements.

We test and examine information, using sampling and other auditing techniques, to the extent we consider necessary to
provide a reasonable basis for us to draw conclusions. We obtain audit evidence through testing the effectiveness of
controls, substantive procedures or a combination of both.

In addition, we read all the financial and non-financial information in the Directors' Report and Financial Statements to
identify material inconsistencies with the audited financial statements and to identify any information that is apparently
materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in the course of performing
the audit. If we become aware of any apparent material misstatements or inconsistencies we consider the implications for
our report. With respect to the Strategic Report and Directors’ Report, we consider whether those reports include the
disclosures required by applicable legal requirements.

- Chartered Accountants and Statutory Auditors
Dublin
07 September 2017



Twitter UK Ltd

PROFIT AND LOSS ACCOUNT
Financial Year Ended 31 December 2016

Turnover

Cost of sales

Gross profit

Administrative expenses

Operating profit

Interest payable and similar expenses

Profit before taxation

Tax on profit

Profit for the financial year

STATEMENT OF COMPREHENSIVE INCOME
Financial Year Ended 31 December 2016

Profit for the financial year
Other comprehensive income:

Other comprehensive income for the year

Total comprehensive income for the financial year

2016 2015

Note £'000 £1000
5 79,427 76,227
(78,065) (73,067)

1,362 3,160

1,426 239

6 2,788 3,399
8 (129) (33)
2,659 3,366
9 (815) (1,241)
1,844 2,125

2016 2015

£'000 £000

1,844 2,125

1,844 2,125




Twitter UK Ltd

BALANCE SHEET
As at 31 December 2016

2016 2015
Note £'000 £'000
Fixed assets
Tangible assets 10 5,475 7,968
Current assets
Debtors 11 30,735 29,307
Cash at bank and in hand 15,950 16,060
46,685 45,367
Creditors - amounts falling due within one year : 12 (23,227) (26,990)
Net current assets 23,458 18,377
Total assets less current liabilities 28,933 26,345
Creditors - amounts falling due after more than one year 13 (241) (524)
Provisions for liabilities
Other provisions 15 (2,622) (1,775)
Net assets 26,070 24,046
Capital and reserves
Called up share capital 17 - -
Share-based payments reserve 16,188 16,008
Profit and loss account ' 9,882 8,038
Total shareholders’ funds 26,070 24,046

The notes on pages 11 to 23 are an integral part of these financial statements.

o The financial statements on pages 8 to 10 were authorised for issue by the board of directors on
61" SEpermbsR 203 and were signed on its behalf:

On behalf of the board

L O’'Brien
Director

Twitter UK Ltd
Registered No. 07653064



Twitter UK Ltd

STATEMENT OF CHANGES IN EQUITY
Financial Year Ended 31 December 2016

Balance as at 1 January 2015
Profit for the financial year
Other comprehensive income for the year

Total comprehensive income for the
financial year

Charge from parent for equity settled share-
based payments

Credit relating to equity settled share-based
payments

Balance as at 31 December 2015
Balance as at 1 January 2016

Profit for the financial year

Other comprehensive income for the year

Total comprehensive income for the
financial year

Charge from parent for equity settled share-
based payments

Credit relating to equity settled share-based
payments

Balance as at 31 December 2016

Called up Share-based Profit and Total
share capital payment loss account shareholders’
reserve funds

£'000 £000 £'000 £'000

- 13,011 5,913 18,924

- - 2,125 2,125

- - 2,125 2,125
- (9.512) - (9,512)

- 12,509 - 12,509

- 16,008 8,038 24,046

- 16,008 8,038 24,046

- - 1,844 1,844

- - 1,844 1,844

- (14,087) - (14,087)

- 14,267 - 14,267

- 16,188 9,882 26,070

10



Twitter UK Ltd

NOTES TO THE FINANCIAL STATEMENTS

1 General information

The principal activity of the company is marketing and selling advertising services on Twitter to advertisers
within the United Kingdom. The company engages in design, development and support services. This
activity is funded through an agreement with another Twitter group company.

The company is a private company limited by shares and is domiciled in the United Kingdom. The
address of the registered office is 1st Floor, 20 Air Street, London W1B 5AN.

The ultimate controlling party and the largest and smallest group of undertakings for which group financial
statements are drawn up and of which the company is a member, is Twitter, Inc., a company incorporated
in the United States of America and listed on the New York Stock Exchange ('NYSE'). Copies of Twitter,
Inc. consolidated financial statements can be obtained from Twitter, Inc., 1355 Market Street, Suite 900,
San Francisco, CA 94103, USA.

2 Statement of compliance

The financial statements of the company have been prepared in compliance with United Kingdom
Accounting Standards, including Financial Reporting Standard 102, ‘The Financial Reporting Standard
applicable in the United Kingdom and Republic of Ireland (‘FRS 102’) and the Companies Act 2006.

3 Accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all years presented, unless otherwise stated.

The company has adopted Financial Reporting Standard 102, The Financial Reporting Standard
applicable in the United Kingdom and Republic of Ireland (‘FRS 102') in preparing these financial
statements.

(a) Basis of preparation
These financial statements are prepared on a going concern basis, under the historical cost
convention.

The preparation of financial statements in conformity with FRS 102 requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of
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 4.

(b) Going concern
After making enquiries, the directors have a reasonable expectation that the company has adequate
resources to continue in operational existence for the foreseeable future. The company therefore
continues to adopt the going concern basis in preparing its financial statements.

(c) Exemptions for qualifying entities under FRS 102
The company has taken advantage of the following exemptions under FRS 102:

e Exemption, under FRS 102 paragraph 1.12(b), from preparing a statement of cash flows, on the

basis that it is a qualifying entity and its ultimate parent company, Twitter, Inc., includes the
company’s cash flows in its own consolidated financial statements.

11



Twitter UK Ltd

NOTES TO THE FINANCIAL STATEMENTS - continued

3 Accounting policies - continued

(c) Exemptions for qualifying entities under FRS 102 - continued

e Exemption from certain disclosure requirements of Section 26 of FRS 102 (paragraphs 26.18(b),
26.19 to 26.21 and 26.23), in respect of share-based payments provided that (i) for a subsidiary
the share-based payment arrangement concerns equity instruments of another group entity; or (ii)
for an ultimate parent, the share-based payment concerns its own equity instruments and its
separate financial statements are presented alongside the consolidated financial statements of
the group; and in both cases provided the equivalent disclosures are included in the consolidated
financial statements of the group in which the entity is consolidated.

o Exemption from disclosing key management personnel compensation as required by FRS 102
paragraph 33.7.

e Exemption from the financial instrument disclosures, required under FRS 102 paragraphs 11.39
to 11.48A and paragraphs 12.26 to 12.29, as the information is provided in the consolidated
financial statement disclosures.

(d) Revenue recognition

The company generates revenue principally from the sale of advertising services and, to a lesser
extent, from the supply of design, development and support services. The company's advertising
services include three primary products: (i) Promoted Tweets, (i) Promoted Accounts and (iii)
Promoted Trends. Promoted Tweets and Promoted Accounts are pay-for-performance advertising
products priced through an auction. Promoted Trends are featured by geography and offered on a
fixed-fee-per-day basis. Advertisers are obligated to pay when a user engages with a Promoted
Tweet or follows a Promoted Account or when a Promoted Trend is displayed. Users engage with
Promoted Tweets by clicking on a link in a Promoted Tweet, expanding, retweeting, favouriting or
replying to a Promoted Tweet or following the account that tweets a Promoted Tweet. These products
may be sold in combination as a muitiple element arrangement or separately on a standalone basis.
Fees for these advertising services are recognised in the period when advertising is delivered as
evidenced by a user engaging with a Promoted Tweet, as captured by a click, following a Promoted
Account or through the display of a Promoted Trend on the company’s platform. Revenue from the
supply of design, development and support services is generated on a monthly fee, charged to
another Twitter group company.

Revenue is recognised only when (1) persuasive evidence of an arrangement exists; (2) the price is
fixed or determinable; (3) the service is performed; and (4) collectability of the related fee is
reasonably assured. While the majority of the company’s revenue transactions are based on standard
business terms and conditions, the company also enters into non-standard sales agreements with
advertisers that sometimes involve multiple elements.

For arrangements involving multiple deliverables, judgement is required to determine the appropriate
accounting, including developing an estimate of the stand-alone selling price of each deliverable.
When neither vendor-specific objective evidence nor third party evidence of selling price exists, the
company uses its best estimate of selling price (BESP') to allocate the arrangement consideration on
a relative selling price basis to each deliverable. The objective of BESP is to determine the selling
price of each deliverable when it is sold to advertisers on a standalone basis. In determining BESPs,
the company takes into consideration various factors, including, but not limited to, prices the company
charges for similar offerings, sales volume, pricing strategies and market conditions. Multiple
deliverable arrangements primarily consist of combinations of the company's ‘pay-for-performance
products, Promoted Tweets and Promoted Accounts, which are priced through an auction, and
Promoted Trends, which are priced on a fixed-fee-per day for the UK market. For arrangements that
include a combination of these products, the company develops an estimate of the selling price for
these products in order to allocate any potential discount to all advertising products in the
arrangement. The estimate of selling price for pay-for-performance products is determined based on
the winning bid price; the estimate of selling price for Promoted Trends is based on Promoted Trends
sold on a standalone basis and/or separately priced in a bundled arrangement by reference to a list
price for the UK market which is approved periodically. The company believes the use of BESP
results in revenue recognition in a manner consistent with the underlying economics of the transaction
and allocates the arrangement consideration on a relative selling price basis to each deliverable. The
company also generates revenue from the provision of design, development and support services to
another group company under the terms of an intercompany agreement. Income is earned as a
mark-up on certain costs of providing the services, as those costs are incurred.

12



Twitter UK Ltd

NOTES TO THE FINANCIAL STATEMENTS - continued

3 Accounting policies - continued

(e) Foreign currency

®

(9)

(i

(ii)

Functional and presentation currency
The company's functional and presentation currency is the Pound Sterling (“GBP").

Transactions and balances

Foreign currency transactions are translated into GBP using period-end rates of exchange for
assets and liabilities, historical rates of exchange for equity, and average rates of exchange for
revenue and expenses.

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 the profit and loss account.

Employee benefits
The company provides a range of benefits to employees, including paid holiday arrangements, and
share-based payment awards.

(i) Short term benefits
Short term benefits, including holiday pay and other similar non-monetary benefits, are
recognised as an expense in the period in which the service is received.

(i) Share-based payment transactions
The company’s employees participate in a share-based payment arrangement established by the
ultimate parent company, Twitter, Inc. The employees are granted share options and restricted
stock units (“RSU") over equity shares of Twitter, Inc. The fair value of the share options is
measured at the grant date.
The employee stock purchase plan operated by Twitter, Inc. also.allows company employees to
acquire shares of Twitter, Inc. at a discount from the prevailing market price at the date of
purchase.

Taxation

Taxation expense for the year comprises current and deferred tax recognised in the reporting year.
Tax is recognised in the profit and loss account, except to the extent that it relates to items recognised
directly in equity. In this case, tax is also recognised directly in equity.

Current or deferred taxation assets and liabilities are not discounted.

(i)

(i)

Current tax

Current tax is the amount of income tax payable in respect of the taxable profit for the year or
prior periods. Tax is calculated on the basis of tax rates and laws that have been enacted or
substantively enacted by the year end.

Deferred tax v

Deferred tax arises from timing differences that are differences between taxable profits and total
comprehensive income as stated in the financial statements. These timing differences arise from
the inclusion of income and expenses in tax assessments in periods different from those in which
they are recognised in financial statements.

Deferred tax is recognised on all timing differences at the reporting date. Deferred tax is
measured using tax rates and laws that have been enacted or substantively enacted by the year
end and that are expected to apply to the reversal of the timing difference.

A net deferred tax asset is regarded as recoverable and therefore recognised only when, on the
basis of all available evidence, it can be regarded as more likely than not that there will be
suitable taxable profits from which the future reversal of the underlying timing differences can be
deducted.

13



Twitter UK Ltd

NOTES TO THE FINANCIAL STATEMENTS - continued

3 Summary of significant accounting policies - continued

(h) Tangible assets

U

()

Tangible assets are carried at cost less accumulated depreciation and accumulated impairment
losses. Cost includes the original purchase price, costs directly attributable to bringing the asset to the
location and condition necessary for its intended use, applicable dismantling, removal and restoration
costs and borrowing costs capitalised.

(i) Depreciation and residual values .
Depreciation on assets is calculated, using the straight-line method over their estimated useful
lives as follows:

Leasehold improvements Over the non-cancellable period of the lease
Fixtures and fittings 5 years
Office equipment 5 years
Desktop computer equipment 3 years
Network equipment 3 years

The assets’ residual values and useful lives are reviewed and adjusted, if appropriate, at the end
of each financial year. The effect of any change in either residual values or useful lives is
accounted for prospectively.

(i) Derecognition
Tangible assets are derecognised on disposal or when no future economic benefits are expected.
On disposal, the difference between the net disposal proceeds and the carrying amount is
recognised in profit or loss.

Leased assets

Operating leases

Operating leases do not transfer substantially all the risks and rewards of ownership to the lessor.
Payments under operating leases are recognised in the profit and loss account on a straight-line basis
over the period of the lease. :

Financial instruments
The company has chosen to adopt Sections 11 and 12 of FRS 102 in respect of financial instruments.

Financial assets

Basic financial assets, including trade debtors, cash and bank balances and amounts owed by group
undertakings, are initially recognised at transaction price, unless the arrangement constitutes a
financing transaction, where the transaction is measured at the present value of the future receipts
discounted at a market rate of interest. Such assets are subsequently carried at amortised cost using
the effective interest method.

At the end of each reporting period, financial assets measured at amortised cost are assessed for
objective evidence of impairment. If an asset is impaired, the impairment loss is the difference
between the carrying amount and the present value of the estimated cash flows discounted at the
asset's original effective interest rate. An impairment loss is recognised in the profit and loss account.

Financial liabilities

Basic financial liabilities, including trade creditors, amounts owed to group undertakings and other
creditors are initially recognised at transaction price, unless the arrangement constitutes a financing
transaction, where the debt instrument is measured at the present value of the future receipts
discounted at a market rate of interest. Such liabilities are subsequently carried at amortised cost
using the effective interest method.

14



Twitter UK Ltd

NOTES TO THE FINANCIAL STATEMENTS - continued

3 Summary of significant accounting policies - continued

@

(k)

)

Financial instruments - continued

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Accounts payable are classified as current liabilities if payment is
due within one year or less. If not, they are presented as non-current liabilities. Trade payables and
other financial liabilities are recognised initially at transaction price and subsequently measured at
amortised cost using the effective interest method.

Cash and cash equivalents
Cash and cash equivalents includes cash-in-hand deposits held at call with banks, other short-term
highly liquid investments with original maturities of three months or less.

Provisions

Provisions are recognised when the company has a present legal or constructive obligation as a result
of past events, it is probable that an outflow of resources will be required to settle the obligation, and
the amount of the obligation can be estimated reliably.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money
and the risks specific to the obligation. The increase in the provision due to passage of time is
recognised within the profit and loss account.

(m) Share-based payments

(n)

The company has an equity-settled share-based compensation plan. The fair value of the employee
services received in exchange for the grant of the options and restricted stock units ('RSU') is
recognised as an expense with an adjustment to reserves to the extent that the expense differs from
amounts recharged by the parent. The total amount to be expensed over the vesting period is
determined by reference to the fair value of the options and RSUs granted, excluding the impact of
any non-market vesting conditions. Non-market vesting conditions are included in assumptions about
the number of options and RSUs that are expected to become exercisable. At each balance sheet
date, the estimate of the number of options and RSUs that are expected to become exercisable will
be revised. The impact of the revision of original estimates, if any, will be recognised in the profit and
loss account, with a corresponding adjustment to reserves.

The company issues restricted stock awards subject to a lapsing right of repurchase to continuing
employees of certain acquired companies. Since these issuances are subject to post-acquisition
employment, the company accounts for them as post-acquisition stock-based compensation expense.
The grant-date fair value of restricted stock granted in connection with acquisitions is recognised as
stock-based compensation expense on a graded basis over the requisite service period.

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
ordinary shares or options are shown in equity as a deduction, net of tax, from the proceeds.

15



Twitter UK Ltd

NOTES TO THE FINANCIAL STATEMENTS - continued

4 Critical accounting judgements and 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.

Critical judgements in applying the entity's accounting policies

0]

(i)

Impairment of debtors

The company makes an estimate of the recoverable value of trade and other debtors. When
assessing impairment of trade and other debtors, management considers factors including the current
credit rating of the debtor, the ageing profile of debtors and historical experience. See note 11 for the
net carrying amount of the debtors and associated impairment provision.

Useful economic lives of tangible assets

The annual depreciation charge for tangible assets is sensitive to changes in the estimated useful
economic lives and residual values of the assets. The useful economic lives and residual values are
reassessed annually. They are amended when necessary to reflect current estimates, based on
technological advancement, future investments, economic utilisation and the physical condition of the
assets. For tangible assets, see note 10 for the carrying amount and the accounting policy section
3(h) for useful economic lives.

(ifi) Provisions

Provisions are made for asset retirement obligations, dilapidations and contingencies. These

. provisions require management'’s best estimate of the costs that will be incurred based on legislative

and contractual requirements. In addition, the timing of the cash flows and the discount rates used to
establish net present value of the obligations require management’s judgement.

5 Turnover 2016 2015

£'000 £'000

The analysis of turnover by geographical area is as foliows:

United Kingdom 79,427 76,227

Turnover is primarily attributable to advertising.

6 Operating profit 2016 2015

- £'000 £'000

The operating profit is stated after charging/(crediting):

Depreciation of tangible fixed assets:

- owned by the company 3,165 2,720
Statutory audit fees 19 15
Restructuring expense 1,395 264
Gain on foreign exchange (1,475) (240)
Operating lease expense 3,31 3,424

16



Twitter UK Ltd

NOTES TO THE FINANCIAL STATEMENTS - continued

7 Staff costs 2016 2015
£'000 . £'000

Wages and salaries 18,329 15,401
Social security costs 2,633 2,213
Other pension costs - 113 20
21,075 17,634

As set out in note 19, the share-based payment charge for the year was £14.267 million
(2015: £12.509 million).

The average monthly number of employees, including the directors, during the year was as follows:

2016 2015

Number Number

Sales and marketing 132 111
Generai and administration 16 11
Research and development 39 41
187 163

Directors’ remuneration was borne by a fellow group company during the year and has not been

recharged.
8 Interest payable and similar expenses 2016 2015
£'000 £'000
Interest payable and similar expenses:
Interest payable to group companies 129 33
9 Tax on profit 2016 2015
£'000 £'000
Tax charge/(credit) included in profit or loss
Current tax
UK corporation tax charge on profit for the year 2,110 1,052
Adjustment in respect of previous periods 13 (935)
Total current tax 2,123 117
Deferred tax (see note 14) .
Origination and reversal of timing differences ‘ (1.273) 1,597
Adjustment in respect of previous periods 2 (656)
Effect of changes in tax rates (37) 183
Total deferred tax (1,308) 1,124

Total tax on profit 815 1,241
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Twitter UK Ltd

NOTES TO THE FINANCIAL STATEMENTS - continued

9 Tax on profit — continued

Factors affecting tax charge for the year
The tax assessed for the year is higher (2015: higher) than the standard rate of corporation tax in the UK
of 20% (2015: 20.25%). The differences are explained below:

2016 2015
£'000 £'000
Profit before taxation 2,659 3,366
Profit before taxation multiplied by standard rate of corporation tax in the
UK of 20% (2015: 20.25%) 532 682
Effects of:
Expenses not deductible for tax purposes 303 182
Adjustment in respect of previous periods : 15 (1,591)
Tax rate changes : (37) 183
Share-based payments — net movement 2 1,785
Total tax charge for the year 815 1,241

Factors that may affect future tax charges
The main rate of corporation tax reduced to 19% on 1 April 2017. The rate will reduce to 17% from 1 April
2020. '
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Twitter UK Ltd

NOTES TO THE FINANCIAL STATEMENTS - continued

10 Tangible assets

Cost

At 1 January 2016
Additions
Disposals

At 31 December 2016

Accumulated depreciation
At 1 January 2016
Additions

Disposals

At 31 December 2016

Net book value
At 31 December 2016

At 31 December 2015

Leasehold Furniture Office Desktop Network Total
improvements  and fixtures Equipment computer equipment
equipment
£'000 £'000 £'000 £'000 £'000 £'000
7,037 1,215 932 336 2,820 12,340
613 . 18 68 194 168 1,051
(522) (154) - (4) - (680)
7,128 1,079 1,000 526 2,978 12,711
(2,118) (346) (229) (161) (1,518) (4,372)
(1,838) (236) (197) (123) (771) (3,165)
230 67 - 4 - 301
(3,726) (515) (426) (280) (2,289) (7,236)
3,402 564 574 246 689 5,475
4919 869 703 175 1,302 7,968
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Twitter UK Ltd

NOTES TO THE FINANCIAL STATEMENTS - continued

11

12

13

Debtors 2016 2015
£'000 £'000

Due within one year:
Trade debtors 14,925 17,897
Amounts owed by group undertakings 11,908 7,907
Corporation tax - 819
Other debtors 118 107
Deferred tax asset (see note 14) 3,129 1,821
Prepayments and accrued income 655 756
30,735 29,307

Amounts owed by group undertakings are unsecured, interest free and are repayable on demand.

Trade debtors are stated after provisions for impairment of £1.021 million (2015: £0.199 million).

Creditors — amounts falling due within one year 2016 2015
£'000 £'000

Trade creditors 727 570
Amounts owed to group undertakings 10,920 18,247
Taxation and social security . 3,007 3,854
Corporation tax 284 -
Deferred revenue 1,519 1,119
Other creditors 1,333 1,233
Accruals 5,437 1,967
23,227 26,990

Amounts owed to group undertakings are unsecured, repayable on demand and carry an interest rate of
LIBOR plus 0.5%.

2016 2015
£'000 £'000

Taxation and social security consists of:
VAT 2,089 3,061
Payroll taxes 918 793
3,007 3,854
Creditors — amounts falling due after more than one year 2016 2015
£'000 £'000
Deferred rent 10 524
Long-term restructuring liabilities 231 -
241 524
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Twitter UK Ltd

NOTES TO THE FINANCIAL STATEMENTS - continued

14

15

Deferred tax asset ' 2016 2015
£'000 £'000

Asset at beginning of year 1,821 2,945
Adjustment in respect of previous periods (2) 656
Deferred tax charge to profit and loss for the year 1,310 (1,780)
Asset at end of year 3,129 1,821

The provision for deferred tax consists of the following deferred tax assets/(liabilities):

2016 2015

£'000 £'000
Fixed asset timing differences A 221 (53)
Short term timing differences 2,908 1,874
Provision at end of year 3,129 1,821
Other provisions Asset
retirement

obligation

£'000

At 1 January 2015 1,655
Additions 120
At 31 December 2015 1,775
At 1 January 2016 1,775
Additions 847
At 31 December 2016 2,622

Asset retirement obligations

Under the terms of lease agreements entered into, the company has to restore leasehold premises to
their original condition at the end of the lease term. These costs will be expensed over the remaining
lease terms of 2 to 2.5 years and the anticipated cash flows are discounted using a real rate of return of

6.74% to 7.3%.
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Twitter UK Ltd

NOTES TO THE FINANCIAL STATEMENTS - continued

16

17

18

19

Operating lease commitments

At 31 December, the company had the following future minimum lease payment commitments under non-
cancellable operating leases:

2016 2015
£000 £'000
Expiry date
Within 1 year 4,082 4,082
Between 2 and 5 years 4,016 8,098
8,098 12,180
Called up share capital 2016 2015
£'000 £'000

Authorised, allotted, called up and fully paid
1 (2015: 1) ordinary share of £1.00 - -

Related party transactions

The company’s ultimate parent is Twitter, Inc. Transactions between the company and other wholly
owned subsidiary companies of Twitter, Inc. are not disclosed as the company has taken advantage of the
exemption available under FRS 102, section 33.1A, “Related Party Disclosures” from disclosing such
transactions.

Share-based payments

Twitter, Inc. 2007 and 2013 Equity Incentive Plans

Twitter, Inc.’s 2007 Equity Incentive Plan provided for the issuance of stock options, restricted stock and
restricted stock unit (RSU') grants for shares of Twitter, Inc.'s common stock to eligible participants.
Twitter, Inc.’s 2013 Equity Incentive Plan became effective upon the completion of its initial public offering
and serves as the successor to the 2007 Equity Incentive Plan.

Under the terms of the above plans, RSUs have been granted to Twitter UK Ltd employees in 2016 and
prior years. RSUs granted under the 2007 Equity Incentive Plan vest upon satisfaction of both a service
condition and a performance condition. The service condition for these awards is generally satisfied over
four years. The performance condition was satisfied by Twitter, Inc.’s initia! public offering in November
2013 and from the year ended 31 December 2013, Twitter UK Ltd has recorded the share-based payment
charge in respect of RSUs granted to Twitter UK Ltd employees in line with the fulfiment of the service
condition. RSUs granted under the 2013 Equity Incentive Plan are not subject to a performance condition
to vest and the majority of RSUs vest over a service period of four years.

The company issued restricted stock subject to a lapsing right of repurchase to continuing employees of
certain acquired companies. Since these issuances are subject to post-acquisition employment, the
company accounts for them as post-acquisition stock based expense. The grant date fair value of
restricted stock granted in connection with acquisition is recognised as a stock-based compensation
expense on a graded basis over the requisite service period.
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Twitter UK Ltd

NOTES TO THE FINANCIAL STATEMENTS - continued

19

20

21

Share-based payments - continued

Twitter, Inc. 2011 Acquisition Option Plan

This plan was adopted for the purpose of granting stock options to new employees in connection with the
acquisition by Twitter, Inc. of TweetDeck Inc. in May 2011. Under the terms of this plan, stock options
were granted to Twitter UK Ltd employees in prior years and the related charge based on the satisfaction
of the service condition was recorded in the profit and loss account.

Fair value of share-based payment awards recognised in the profit and loss account

The grant-date fair value of the share-based awards granted in exchange for the employees' services is
generally recognised as an expense during the year as services are rendered. The expense is
recognised in the profit and loss account with a corresponding adjustment to reserves. The company only
recognises compensation expense for awards with non-market performance conditions if such awards
ultimately vest.

The charge for the year related to share-based payment plans was £14.267 million (2015:

£12.509 million). During the year, the company was re-charged £14.087 million (2015: £9.512 million)
from Twitter, Inc. for its share-based payment charge.

Ultimate parent undertaking and controlling party

The company's ultimate parent company is Twitter, Inc., a company incorporated in the United States of
America.

The company's immediate parent is Twitter International Company, a company incorporated in Ireland.

Approval of financial statements

. <
The board of directors approved these financial statements for issue on é SsPrsM& Zo 3
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