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Ustwo London Ltd

Strategic Repbrt .
For the year ended 31 December 2019

The directors of Ustwo London Ltd present their annual report and the audited financial statements for the year
ended 31 December 2019.

Principal activity

The company is a wholly-owned subsidiary of Ustwo Studios Limited, a company incorporated in the United
Kingdom. The primary activity of the company is the design and development of digital products for clients
across multiple sectors including, but not restricted to, health, retail, financial services, technology, automotive
and media. The company also manages two branch offices that provide similar services located in Lisbon and
Tokyo. '

Business review

During the year, the company generated sales of £11,032,000 (2018 - £9,010,000) which represents an
improvement on the prior year. This was achieved within a challenging trading environment with increasing
competition in the sector from both local/international firms and in-house client teams.
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The profit for the financial year.amounted to £1,144,000 (2018 - loss of £677,000).
Principal risks and uncertainties

‘The main financial risks arising from the company's activity are price risk and credit risk. These are monitored by
the directors and were not considered to be significant at the balance sheet date. The directors monitor price risk
and consider that there are no significant associated risks. The company's policy in respect of credit risk is to
receive appropriate credit checks on customers before sales are made to monitor payments against contractual
agreements. ’

Uncertainties arise, for the most part, from the macro-economic trading environment. The directors have well
established networks within the industry and they draw on these to constantly evaluate the company's market
position and client offering. In addition, the company's broad client portfolio within a range of industries give the
directors confidence that the company can weather potential volatility in the economy.

Financial key performance indicators

The key performance indicators for the company are Revenue and Earnings Before Interest and Taxes (EBIT),
with EBIT being a key indicator for cash generation.

Operationally, the main KPIs which we track are the utilisation rate of core personnel, the average billing rate and
the total revenue earned per employee. The company also looks at the forward order book, pipeline strength and
volume of new business as key indicators, which is deemed as commercially sensitive information and is
therefore not disclosed. Over 2019 all of these KPIs were in line with the directors' expectations. :

Future development

The company will continue to develop and review its strategy to ensure growth in the future. In the short term this
will be focused on operational efficiencies, retaining and growing existing client relationships, and enhancements
to the company's business development capabilities. In the medium to longer term, the company is focused on
aligning its offering with clients' needs and growing the company to meet market demand for the digital design
services which the company offers. '



Ustwo London Ltd

Strategic Report (contihued)
For the year ended 31 December 2019

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

N

N C Sprin
Director

Date: 25/09/2020



Ustwo London Ltd

Directors' Report
For the year ended 31 December 2019

The directors present their report and the financial statements for the year ended 31 December 2019.
Results and dividends

The profit for the year, after taxation, amounted to £1,144,000 (2018 - loss of £677,QOO).

The Directors do not recommend the payment of a dividend (2018 - £nil)

Directors

The directors who served during the year were:

N C Sprinz

P A McMahon (resigned 19 June 2019)
C Wierwille (appointed 19 June 2019)
A Bigelow (appointed 19 June 2019)

J Sinclair (resigned 3 October 2019)

Going concern

"While the global pandemic has had a widespread macro-economic impact, our business has not been
significantly adversely affected. Due to the nature of our business,.we were able to transition to remote working
seamlessly and have been able to continue to communicate effectively with our clients; most of whom are also
working remotely. While the volume of inbound and outbound opportunities initially seems to be lower than pre-
COVID levels, we have not lost any existing clients due to the pandemic. In fact, we believe that the opportunities
for digital transformation services will increase as a result of the current situation as companies within our target
customer segments look to enhance their digital offering. We are currently reviewing our strategy for returning to
the physical studio environment but do not believe that this is a prerequisite for business continuity or future
growth. :

In light of the unprecedented macro-economic upheaval caused by the pandem|c the Directors have sought
additional reassurance which has included, among other things:

¢ Revised P&L forecasting based on a more pessimistic revenue projection model.

« Cash flow forecast from the revised P&L including the identification of major cash risks within the business
so as to provide a worst case cash projection. .

e Sensitivity analysis on both the P&L and cash forecasts.

The Directors are comfortable that these projections indicate that the Company will be able to meet its
commitments through to at least 31 December 2021, under various stress testing conditions. Further to this, the
Directors have instituted a number of cash conservation policies and have identified additional actions which can
be taken, should the outlook deteriorate.

The company does not have any loan obligations outside of the group and this, together with the strong cash
balance, is seen as a key strength which will enable the company to withstand significant stress beyond the
current reasonable worst case scenario.

On the basis of this assessment, the Directors consider that the company has adequate resources to ope"rate for
the foreseeable future, and as such, have adopted the going concern basis in prepanng these company
Financial Statements.



Ustwo London Ltd

Directors’ Report (continued)
For the year ended 31 December 2019

Directors' responsibilities

The directors are responsible for preparing the strategic report, the 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-elected to prepare the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice). 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 these financial statemenfs, the directors are required to:

. select suitable accounting policies and then apply them consistently;
. make judgements and accounting estimates that are reasonable and prudent;
. state whether applicable UK Accounting Standards have been followed, subject to any material departures

disclosed and explained in the financial statements;

. prepare the financial statements on the going concern basis unless it is mapproprlate 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 to enable them to ensure that the financial statements comply with the Companies Act 2006. They
are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

Donations
- The company made no politiéal donations or incurred any political expenditure during the year (2018 - £nil).
Matters covered in the strategic report

As permitted by paragraph 1A of schedule 7 to the Large and Medium Sized Companies and Groups (accounts

and Reports) Regulation 2008, certain matters which are required to be disclosed in the directors' report have
been ommited as they are included in the strategic report on page 1.



Ustwo London Ltd

Directors' Report (continued)
For the year ended 31 December 2019

Disclosure of information to auditor

Each of the persons who are directors at the time when this directors' Report is approved has confirmed that; '

. so far as the directors is aware, there is nd relevant audit information of which the company's auditor is
unaware, and
. the directors 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 that the company's auditor is aware of that information.

Auditor

The auditor, BDO LLP, will be proposed for reappointment in accordance with section 485 of the Companies Act
2006.

This report was approved b‘y the board and signed on its behalf.

N C Sprinz
Director

Date: 25/09/2020°



Ustwo London Ltd

Independent Auditor's Report to the Members of Ustwo London Ltd

Opinion

We have audited the financial statements of Ustwo London Ltd for the year ended 31 December 2019 which
comprise the statement of comprehensive income, the statement of financial position, the statement of changes
in equity and notes to the financial statements, including a summary of significant accounting policies. The
financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 102 The Financial Reporting Standard applicable
in the UK and Republic of Ireland (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:

. give a true and fair view of the state of the company’s affairs as at 31 December 2019 and of the
company's profit for the year then ended; and

. have been properly prepared in accordance with - United Kingdom Generally Accepted Accountlng
Practice; and

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable)
law. Our responsibilities under those standards are further described in the Auditor’s responsibilities 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 in the UK, including the FRC's
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Conclusions relating to going concern

We have nothing to report in respect of the followung matters in relation to WhICh 1ISAs (UK) require us to report to
you where:

. the directors’ use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate; or
. the directors have not disclosed in the financial statements any identified material uncertainties that may

cast significant doubt about the company’s -ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue.



Ustwo London Ltd

Independent Auditor's Report to the Members of Ustwo London Ltd (continued)

Other information

The directors are responsible for the other information. The other information comprises the information included
in the annual report, other than the financial statements and our auditor's report thereon. 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.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially’ misstated. If we identify such material
inconsistencies or apparent material misstatements. we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact.

We have nothing to report in this regard.
Opinions on other matters prescribed by the Companies Act 2006

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

. the information given in the strategic report and directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and -
. the strategic report and the directors’ report have been prepared in accordance with applicable legal

requirements.
Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified material misstatements in the strategic report and director's report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion;

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

. the company's 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

o we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors' responsibilities statement, the directors are responsible for the
preparation of the financial statements and for being satisfied 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 are responsible for assessing the company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations, or
have no realistic alternative but to do so. '



Ustwo London Ltd

Independent Auditbr's Report to the Members of Ustwo London Ltd (continued)

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with 1ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to inluence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located at the Financial
Reporting Council's websne at; https://www.frc.org.uk/auditorsresponsibilities. This descrlptlon forms part of our
audltors report.

Use of our report

This report is made solely to the company's members. as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken 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 not accept or assume responsibility to anyone other than the company and the
company's members as a body, for our audit work, for this report, or for the opinions we have formed

Andrew Viner (Senior Statutory Auditor)
For and on behalf of BDO LLP, Statutory Auditor

London
United Kingdom
Date: 25/09/2020

BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).



Statement of Comprehensive Income

Ustwo London Ltd

For the year ended 31 December 2019

Turnover
Cost of sales

Gross profit

Administrative expenses
Other operating income

Operating profit/(loss)

Interest receivable and similar income
Interest payable and similar charges

Profit/(loss) befdre tax

Taxation (charge)/credit

Profit/(loss) for the year
!

All amounts relates to continuing operations.

There was no other comprehensive income for 2019 (2018 - £nil).

The notes on pages 12 to 26 form part of these financial statements.

Note

10
11

12

2019 2018
£000 £000
11,032 9,010
(6,304) (6,218)
4,728 2,792
(3,884) (3,584)
262 45
1,106 (747)
26 iy
(3) ()
1,129 (752) |
15 75
1,144 677)




Ustwo London Ltd
Registered number:09814285

Statement of Financial Position
As at 31 December 2019

Fixed assets

Tangible assets
Current assets

Debtors: amounts falling due after more than
one year

Debtors: amounts falling due within one year
Cash and cash equivalents

Creditors: amounts falling due within one
year
Net current assets/(liabilities)

Creditors: amounts falling due after more
than one year

Net liabilities:

Capital and reserves

Share capital
Profit and loss account

the

13

14
14

15

18

19

2019
£000
88
440
388
5413
6,241
(2,479)
3,762
(4,246)
(396)
(396)
(396)

270
2,832
1,524

4,626

(6,270)

2018
£000

104

(1,644)

(1,540)

(1,540)

(1,540)

The financial statements were approved and authorised for issue by the_board and were signed on its behalf by:,

N C Sprinz
Director

Date: 25/09/2020

The notes on pages 12 to 26 form part of these financial statements.
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Ustwo London 'Ltd

Statement of Changes in Equity
For the year ended 31 December 2019

Profit and
loss account Total equity
. £000 £000
At 1 January 2019 (1,540) (1,540)
Profit for the year 1,144 1,144
At 31 December 2019 (396) - (396)
Statement of Changes in Equity
For the year ended 31 December 2018
Profit and
loss account Total equity
£000 " £000
At 1 January 2018 (863) (863)
Loss for the year (677) (677)
At 31 December 2018 (1,540) (1,540)

The notes on pages 12 to 26 form part of these financial statements.

AN
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Ustwo London Ltd

Notes to the Financial Statements -
For the year ended 31 December 2019

1. General information

Ustwo London Ltd is a private company incorporated in England and Wales. The address of its registered
office is G.01 tea Building, 56 Shoreditch High Street, London, E16JJ, United Kingdom. The nature of the
company's operations and principal activity are set out in the directors' report.

21

2.2

Accounting policies

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention unless otherwise
specified within these accounting policies and in accordance with Financial Reporting Standard 102,
the Financial Reporting Standard applicable in the UK and the Republic of Ireland and the
Companies Act 2006.

The preparation of financial statements in compliance wifh FRS 102 requires the use of certain
critical accounting estimates. It also requires management to exercise judgement in applying the
company's accounting policies (see note 3).

The following principal accounting policies have been applied:

Financial reporting standard 102 - reduced disclosure exemptions

The company has taken advantage of the following disclosure exemptions in preparing these

financial statements, as permitted by the FRS 102 "The Financial Reporting Standard applicable in
the UK and Republic of Ireland":

) the requirements of Section 4 Statement of Financial Position paragraph 4.12(a)(iv);
) the requirements of Section 7 Statement of Cash Flows;
) the requirements of Section 3 Financial Statement Presentation paragraph 3.17(d);

) the requirements of Section 11 Financial Instruments paragraphs 11.41(b), 11.41(c), 11.41(e),
11.41(f), 11.42, 11.44 to 11.45, 11.47, 11.48(a)(iii), 11.48(a)(iv), 11.48(b) and 11.48(c);

) the requirements of Section 12 Other Financial Instruments paragraphs 12.26 to 12.27,
12.29(a), 12.29(b) and 12.29A;
. the requirements of Section 33 Related Party Disclosures paragraph 33.7.

This information is included in the consolidated financial statements of Ustwo Fampany Limited as at
31 December 2019 and these financial statements may be obtained from G. 01 tea Building; 56
Shoreditch High Street, London, E16JJ, United Kingdom.

12



Ustwo London Ltd

Notes to the Financial Statements
For the year ended 31 December 2019

2.

Accounting policies (continued)

23

24

Going concern

While the global pandemic has had a widespread macro-economic impact, our business has not
been significantly adversely affected. Due to the nature of our business, we were able to transition to
remote working seamlessly and have been able to continue to communicate effectively with our
clients; most of whom are also working remotely. While the volume of inbound and outbound
opportunities initially seems to be lower than pre-COVID levels, we have not lost any existing clients
due to the pandemic. In fact, we believe that the opportunities for digital transformation services will
increase as a result of the current situation as companies within our target customer segments look
to enhance their digital offering. We are currently reviewing our strategy for returning to the physical
studio environment but do not believe that this is a prerequisite for business continuity or future
growth. '

In light of the unprecedented macro-economic upheaval caused by the pandemic, the Directors have
sought additional reassurance which has included, among other things:

e Revised P&L forecasting based on a more pessimistic revenue projection model.

» Cash flow forecast from the revised P&L including the identification of major cash risks within the
business so as to provide a worst case cash projection.

e Sensitivity analysis on both the P&L and cash forecasts.

The Directors are comfortable that these projections indicate that the Company will be able to meet
its commitments through to at least 31 December 2021, under various stress testing conditions.
Further to this, the Directors have instituted a number of cash conservation policies and have
identified additional actions which can be taken, should the outlook deteriorate.

The company does not have any loan obligations outside of the group and this, together with the

“strong cash balance, is seen as a key strength which will enable the company to withstand significant

stress beyond the current reasonable worst case scenario.

On the basis of this assessment, the Directors consider that the company has adequate resources to
operate for the foreseeable future, and as such, have adopted the going concern basis in preparing
these company Financial Statements.

Turnover
Turnover is recognised in the period that design and development services are provided after making

adjustment for accrued and deferred income for projects that cross over the year end. Revenue is
measured as the fair value of consideration received or receivable, excluding discounts, rebates,

-value added tax and any other sales taxes. Revenue is recognised on the following basis:

. Retainer fees are spread over the period of the contract, in accordance to the agreed fee for
each period which approximates to when the work is performed. ’

o Time and material fees are recognised in the period when the work is carried out for the time
worked at the agreed rates in accordance with the project contracts

. Fixed fees are recognised over the period of the contract on the basis of project completion for

each accounting period, and where projects which falls over the year end, a percentage costs
of completion against the overall expected cost of the project is applied to reflect the revenue
earned.

13



Ustwo London Ltd

Notes to the Financial Statements
For the year ended 31 December 2019

2

Accounting policies (continued) ' '

- 2.5

2.6

2.7

Other operating income

Other operating income represents net invoiced sales of shared office facility services, less value
added tax and other local taxes.

Other operating income is recognised in the year that shared office facility services are provided.
Tangible fixed assets

Tangible fixed assets under the cost model are stated at historical cost less. accumulated
depreciation and any accumulated impairment losses. Historical cost includes expenditure that is
directly attributable to bringing the asset to the location and condition necessary for it to be capable of
operating in the manner intended by management.

At each repomng date the company assesses whether there is any indication of impairment. If such
indication exists, the recoverable amount of the asset is determined which is the higher of its fair
value less costs to sell and its value in use. An 1mpa|rment loss is recognised where the carrying
amount exceeds the recoverable amount.

" Depreciation is charged so as to allocate the cost of assets less their residual value over their

estimated useful lives, using the straight-line method. ~

The estimated useful lives range as follows:

Leasehold improvements - Over term of lease
Furniture and fixtures - L 50% and 33% on cost
Office equipment - 50% and 33% on cost
Computer equipment : - 50% and 33% on cost ,

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, or |f there is an indication of a significant change since the last reporting
date.

Gains and losses on disposals are determined by comparing the proceeds wnth the carrymg amount
and are recognised in the statement of comprehensive income.

Operating leases

Rentals income from operating leases is credited to the statement of comprehensive income on a
straight line basis over the term of the relevant lease.

Amounts paid and payable as an incentive to sign an operating lease are recognised as a reduction
to income over the lease term on a straight line basis, unless another systematic basis is
representative of the time pattern over which the lessor's benefit from the leased asset is diminished.
Debtors

Short term debtors are measured at transaction price, less any impairment. Loans receivable are

measured |n|t|ally at fair value, net of transaction costs, and are measured subsequently at amortised
cost using the effective interest method, less any impairment.

14



Ustwo London Ltd

Notes to the Finanéial Statements
For the year ended 31 December 2019

Accounting policies (continued)
2.9 Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
on notice of not more than 24 hours.

15



Ustwo London Ltd

Notes to the Financial Statements
For the year ended 31 December 2019

2.

Accounting policies (cbhtinued)

2.10 Financial instruments

The company only enters into basic financial instrument transactions that result in the recognition of
financial assets and liabilities like trade and other debtors and creditors, loans from banks and other
third parties, loans to related parties and investments in non-puttable ordinary shares.

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

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

“impairment loss is recognised in‘the statement of comprehenswe income.

For financial assets measured at amortised cost, the impairment loss is measured as the difference
between an asset's carrying amount and the present value of estimated cash flows discounted at the
asset's original effective interest rate. If a financial asset has a variable interest rate, the discount rate
for measuring any impairment loss is the current effectwe interest rate determined under the
contract.

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

Financial assets and liabilities are offset and the net amount reported in the statement of financial
position when there is an enforceable right to set off the recognised amounts and there is an intention
to settle on a net basis or to realise the asset and settle the liability simultaneously.

' 2.11 Creditors

Short term creditors are measured at the transaction price. Other financial liabilities are measured
initially at fair value, net of transaction costs, and are measured subsequently at amortised cost using
the effective interest method.

16



Ustwo London Ltd

Notes to the Financial Statements
For the year ended 31 December 2019

2. Accounting policies (continued)
2..12 Foreign currency translation
Functional and presentétion currency
The company's functional and presentational currency is GBP.
Transactions and balances

Foreign currency transactions are translated into the functional currency using the spot exchange
rates at the dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when fair value was determined.

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 denommated in foreign
currencies are recognised in the statement of comprehensive income.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are
presented in the statement of comprehensive income within ‘finance income or costs'. All other
foreign exchange gains and losses are presented in the statement of comprehensive income within
‘other operating income'. .

213 Finande costs

Finance costs are charged to the statement of comprehensive income over the term of the debt using
the effective interest method so that the amount charged is at a constant rate on the carrying amount.
Issue costs are initially recognised as a reductlon in the proceeds of the associated capital
instrument.

2.14 Pensions

" Defined contribution pension plan
\

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

The contributions are recognised as an expehse in the statement of comprehensive income when
they fall due. Amounts not paid are shown in accruals as a liability in the statement of financial
position. The assets of the plan are held separately from the company in.independently administered
funds.

2.15 Interest income

Interest income is recognised in profit or loss using the effective interest method.

17



Ustwo London Ltd

Notes to the Financial Statements
For the year ended 31 December 2019

2.

Accounting policies (continued)

2.16 Current and deferred taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in the statement
of comprehensive income, except that a charge attributable to an item of income and expense
recognised as other comprehensive income or to an item recognised directly in equity is also
recognised in other comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the reporting date in the countries where the company operates
and generates income.

Deferred tax balances are recognised in respect of all timing differences that have ongmated but not
reversed by the statement of financial position date, except that:

. The recognmon of deferred tax assets is limited to the extent that it is probable that they wiII be
recovered against the reversal of deferred tax liabilities or other future taxable profits; and

) Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met.

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values of
assets acquired and the future tax deductions available for them and the differences between the fair
values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is determined
using tax rates and laws that have been enacted or substantively enacted by the reporting date.

Judgements in applying accounting policies and key sources of estimation uncertainty -

“In pfeparing these financial statements, the directors have had to make the following judgements:

Determining the amount of revenue to recognise in respect of project work ongoing at the year end.
Factors taken into account in assessing the percentage completion of a project include hours worked
versus budget. project phases, milestones completed or deliverables issued to the client.

Other key sources of estimation uncertainty

Tangible fixed assets (see note 12)

Tangible fixed assets are depreciated over their useful lives taking into account residual values, where
appropriate. The actual lives of the assets and residual values are assessed annually and may vary
depending on the number of factors. In re-assessing asset lives. factors 'such as technological
innovation, product life cycles and maintenance programmes are taken into account. Residual value
assessments ‘consider issues such as future market conditions, the remaining life of the asset and
projected disposal values.

Turnover

The whole of the turnover is attributable to the primary activity of the company being design and
development of digital products for clients across multiple sectors including automotive, retail, financial
services, technology and media. .

All turnover arose within the United Kingdom.
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Notes to the Financial Statements
For the year ended 31 December 2019

\

Other operating income

2019 2018
£000 £000
Rental income 262 45
Operating profit/(loss)
The operating profit/(loss) is stated after charging:
-2019 2018
. £000 £000
Depreciation of tangible fixed assets ‘ v ' 77 72
Exchange differences 11 2,736
Operating lease rentals : 686 529
Auditor's remuneration
2019 2018
£000 £000
Fees payable to the company's auditor for the audit of the company's
annual financial statements , 20 18

The company has taken advantage of the exemption not to disclose amounts paid for non audit services
as these are disclosed in the group accounts of the parent company. .
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Ustwo London Ltd

Notes to the Financial Statements
For the year ended 31 December 2019

10.

Employees

Staff costs were as follows:

2019 2018

£000 £000

Wages and salaries 3,813 4,444

" Social security costs 436 . 481
Cost of defined contribution scheme 418 . 385
4,667 5,310

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

2019 2018

No. No.

Production 45 58
“Admin 1 10
56 68

Directors' remuneration

2019 2018
£000 £000

Directors'_emoluments 152 150
Company contributions to defined contribution pension schemes 23 19
175 169

During the year retirement benefits were accruing to 1 director (2018 - 1) in respect of defined
contribution pension schemes.

Interest receivable

2019 2018
£000 £000
26 -

Foreign exchange gain
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For the year ended 31 December 2019

1.

12.

Interest payable and similar charges

Bank charges
Foreign exchange loss

Taxation

Corporation tax:

,Adjustments in respect of previous periods

Foreign tax

Foreign tax on income for the year
Foreign tax in respect of prior periods

Total current tax
Deferred tax

Origination and reversal of timing differences
Adjustments in respect of prior periods

Total deferred tax

Taiation_ on profit/(loss) on ordinary activities

21

2018

2019
£000 £000
3 2
. 3
3 5
2019 2018
£000 £000
(34) (375)
(34) (375)

5 -

4 -

9 -
(25) (375)
175 23
(165) 277
10 300
(15) (75)




Ustwo London Ltd

Notes to the Financial Statements
For the year ended 31 December 2019

12.

Taxation (continued)

r

Factors affecting tax credit for the year

The tax assessed for the year is lower than (2018 - higher than) the standard rate of corporation tax in

the UK of 19.00% (2018 - 19.00%). The differences are explained below:

Factors that may affect future tax charges

2019 2018
£000 £000
Profit on ordinary activities before tax 1,129 752
Profit/(loss) on ordinary activities multiplied by standard rate of corporation
tax in the UK of 19.00% (2018 - 19.00%) 215 (143)
Effects of:
Foreign tax 9 oo
Adjustments to tax charge in respect of previous periods (34) (375)
Fixed asset differences 3 4
Expenses not deductible for tax purposes 113 95
Adjustments to deferred tax charge in respect of previous periods (165) 277
' Adjust deferred tax for rate differences (31) (2)
Other tax adjustments, reliefs and transfers - (7)
'Group relief (claimed)/surrendered (125) 76
Total tax credit for the year (15) (75)

The Finance {No.2) Act 2015 included a reduction in the UK corporation tax rate from 20% to 19% from
April 2017 and to 18% from April 2020. A further reduction to 17% (effective from April 2020 to replace

the previous 18%) has also been substantively enacted at the balance sheet date.
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13.

Tangible fixed assets

Cost

At 1 January 2019 .
Additions ’
Disposals

At 31 December 2019

A Depreciation

At 1 January 2019
Charge for the year
Disposals

At 31 December 2019

Net book value.

At 31 December 2019

At 31 December 2018

Leasehold Computer Furniture Office

improvements equipment and fixtures equipment Total
£000 £000 £000 £000 £000

30 410 194 89 723

- 42 18 3 63

- (36) - - (36)

. 30 - 416 1212 92 750
9 357 166 -87 619

8 42 25 2 77
- (34) - - (34)

17 365 191 89 662

13 51 21 3 88

21 53 28 2 104
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14.

15.

16.

Debtors
2019 2018
£000 £000
Due after more than one year
Amounts owed by gfoup undertakings 413 233
Deferred tax asset (note 17) 27 ‘ 37
440 _ 270 .
2019 2018
£000 £000
Due within one year _ '
Trade debtors 302 2,122
Other debtors 86 61
Prepayments and accrqed income - 274
Tax recoverable : - 375
388 2,832

Amounts owed by group undertakings are not interest bearing and are repayable on demand and are
unsecured. '

Creditors: amounts falling due within one year -

2019 2018

£000 . £000

Trade creditors ‘ : ' 213 217
Amounts owed to group undertakings : . 328 4,644
Other taxation and social security 237 276
Other creditors ‘ ' ; 435 316

~ Accruals and deferred income A 1,266 - 817
2,479 6,270

"~ Amounts owed to group undertakings are not interest bearing and are repayable on dermand and are

unsecured.

Creditors: Amounts falling due after more than one year

2019 2018
£000 £000
Amounts owed to group undertakings : 4,246 -
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17.:

18.

19.

20.

~

Deferred taxation

2019 2018

£000 £000
At beginning of year 37 337
Charged to profit or loss ’ : o (10) (300)
At end of year ' ) 27 37
The deferred tax asset is made up as follows:

2019 2018

£000 £000
Accelerated capital allowances o 27 37

27 37

Share capital

2019 2018

£000 £000

Allotted, called up and fully paid
100 Ordinary shares of £0.01 each , ' - -

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are
entitled to one vote per share at meetings of the Company.

N

Reserves

Profit and loss account

Profit and loss account represents cumulative ‘profits or losses, net of dividends paid and other
adjustments. R

Pension commitments

The group operates a defined contributions pension scheme. The assets of the scheme are held
separately from those of the group in an independently administered fund. The pension cost charge

represents contributions payable by the company to the fund and amounted to £418,000 (2018 -
£385,000). £Nil (2018 - £20,000) was outstanding at the end of the year.
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21.

22,

23.

Commitments under operating leases
The company had no commitments under the non-cancellable operating leases as at the reporting date.

The operating lease is held by the group’s parent company and expenses are recharged to group
undertakings. : '

Related party transactions

The company has taken advantage of the exemption under FRS 102 not to disclose transactions with
members wholly owned within the group.

Controlling party

The immediate parent company is Ustwo Studios Limited.

The ultimate parent company is Ustwo Fampany Limited, which is the largest group undertaking to
consolidate these financial statements at 31 December 2019. The consolidated financial statements are

available to the public and can be obtained from G.01 Tea Building, 56 Shoreditch High Street, London,
E16JJ, United Kingdom.
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