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SPOTIFY Ltd.
‘Registered number 068436047

Strategic report for the year ended 31 December 2018
General business information

Spotify is the largest global music streaming subscription service that provides millions of people around the
world access to over 40 million tracks, whenever and wherever they want. Our mission is to unlock the potential
of human crealmty by giving a million creative artists the opportunity to five off their art and bilfions of fans the
opportunity to enjoy and be inspired by these creators. Spotify Ltd (the "Company') is wholly owned by Spotify
AB which has its registered office in Sweden.

' Review of business and future developments

During the reported period the principal activity of the Company is the resale of advertising inventory to third
parfies and {0 provide support services to its’ parent, Spotify AB. The Company generates third party advertising
revenues as well as mtercompany revenues from the prowsuon of services to Spotify AB.

Total revenue decreased from £107 096 437 ta £77 782 396. This was primarily a result of decreased pass-
through costs from the Company to Spotify AB. Golng forward, the Company’s main revenues will continue {o be
reselling from advertising inventory and providing services to Spotify AB.

Principal risks and uncertainties

Streaming music Is an emerging market, which makes it difficult to evaluate our current and future prospects. We
face strong competition both for users, fistening hours, and advertiser spendxng. and we face competition from
players with substantial resources at their disposal. We depend on acquiring content licenses from a.limited
number of major and minor content owners and other rights holders in order to provide our service. We depend
on k_ey personnel to develop great praducts and services, as well as to operate our business, and if we are
unable to retain, attract, and integrate qualified personnel, our ability fo successfully grow our business could be
harmed. If we cannot maintain Spotify’s culture as we grow, we could lose the innovation, teamwork, and focus
that confribute crucially to our business.

Financial risk management objectives and policies _

Our operations are exposed to financing and financial risks, which are managed under the control and
supennslon of the Board of Directors of the Company To manage these risks efficiently, we have established
guidefines in the form of a treasury policy that serves as a framework for the daily finandial operations of the
Spotify group. The treasury policy stipulates the rules and limitations for the management of finandial risks within
the Company. . .

Further information on risks and uncertainties is given in note 18 of the financial statements.

On behalf of the board

Peter Grandelius
Director
_ Date: 26" September 2019



SPOTIFY Ltd.
Registered number 06436047

Report of the Directors for the year ended 31 December 2018

The Directors present thelr annual report and the audited financlal statements for the year ended 31 December
2018.

Golng concern

The Directors have obtalned wnuen confirmation of the intention of the ultimate parent, Spoﬁfy Technology S.A,
to provide ongoing financial support to Spotify Limited.

Having reviewed the Company and the Group’s liquid resources and 2019 and 2020 cash fiow forecasts, the
Directors belisve that the Group has adequate resources to continue as a going concemn. For this reason, the
financial statements have been prepared on that basis. .

Resulls and dividends

The Company generated a profit for the year after taxation of £6 819 890 (2017: £3 494 583). No divudends were
declared or proposed for the year ended 31 December 2018 (2017 £nil).

Political donations

The Company made no political donations for the year ended 31 December2018 (2017: £nil).
Directors

The Directors who held office during the yéar and thereafter are given below:

Barry McCarthy JR ‘

Jens Christian Grejs Svolgaard (resigned on 15 April 2019)

Thomas Walfe Tone Connaughton

Peter Grandelius (appointed on 15 Apri! 2019)

Directors’ llabilities

The Company has not granted any indemmty against liability to its Directors during the year or at the date of
approving the Directors’ Report -

statement of disclosure to auditors

- sofaras eaeh person who was a Director at the date of approving this report is aware, there is no relevant
audit lnformahon being mformatlon needed by the auditor in connecﬂon with preparing its repon of which the
auditor is unaware; and

- having made énquiries of the auditor and of each other, the Directors have taken all the steps that they are
obliged to take as Directors in order to make themselves aware of any relevant audit inforrmation and to
establish that the auditor is aware of that information..

Auditers

A resolution to appoint Emst & Young LLP as auditors for the ensuring year will be proposed at the annual .
general meeting in accordance with the Compames Act 2006.

On behalf of the board

Peter Grandelius
_ Director

Date: 26™ September 2019



SPOTIFY Ltd.
Registered number 08436047

‘ Statemont of Directors’ responsibilities

The directors are responsubla for preparing the Strategic Report, tha Dtrectors Report and the financial
- statements in accordance with applicable law and regulahons :

Company law requires the directors to prepare financial statements for each financial year. Under that law the .
directors have elected to prepare the financlal statements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union. 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 affa!rs of the
Company and the profit or loss of the Company for thal period.

" In preparing these financial statements, the directors are required ta:
- select suitable accounting policies and then apply them consistently;
- make Judgments and accounting estimates that are reasonable and prudent;

- state whether applicable IFRSs as adopted by the European Union have been followed, subject to any
material departures disclosed and explained in the financial statements; :

" - Prepare the financial statements on the going concem basls unless it Is inappropriate to presume that the
Company will continue in buslness .

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 Comparies 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 |rregulariﬂes



SPOTIFY Ltd.
Registered number 068436047

Independent Auditor's report to the members of Spotify Limited
Opinion .

We have audited the financia) statements of Spotify Limited for the year ended 31 December 2018 which
comprise Statement of Comprehensive Income, the Statement of Financial Position, the Statement of Changes in
Equity, the Statement of Cash Flows and the related notes 1 to 21, including a summary of significant accounting
policies. The financial reporting framework that has been applied in their preparation is applxcable law and
International Financial Reporting Standards (IFRSs) as adopted by the European Union.

In our Oplmon the financial statements:

> give a true and fair view of the Company's affairs as at 31 December 2018 and of its profit for the year then
ended;
»  have bean properly prepared in accordance with IFRSs as adopted by the European Union; and
>  have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion )

We conducted our audit in accordance with Intemational Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described In the Auditor's responslbnmes for the audit
of the financial statements section of our report below. 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 evtdence we have obtained is suﬂ'ident and appropnate to provide a basis for our
opinion.

Conclusuons relating to going concern

We have nothnng to repart in respect of the following matters in relation to whlch the ISAs (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 materiaf uneertamties that may
cast significant doubt about the Company’s ability to continue to adopt the gaing concem basis of
accounting for a period of at least twelve months from the date when the financial statements are authorised
for Issue.

Other information

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

Our oplnion on the financial statements does not cover the other information and, except to the extent otherwise
- explicitly stated in this report, we do not express any form of assurance conclusion thereon.

tn 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 materia! misstatements, we are required to determine whethér there is a material
" misstatement in the ﬂnandal statements or a material misstatément of the other information. If, based on the
work we have performed, we conclude that there Is a material misstatement of the other information, we are
required to report that fact.

We have nothing to report in this regard.
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SPOTIFY Ltd.
- Registered number MG&M?

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

> theinformation 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

>  the strategic report and 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 or directors’ report.

We have nothing to report in respsct of the following matters In relation to which the Companies Act 2008
requires us to report to you if; in our opinion:

> adequate accounting records have not been kept by the parent Company, or retums 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 have not received all the information and explanations we require for our audit

Responsibilities of directors

As explalned more fully in the directors’ responsibilities statement set out on page 3, the directors are responsible
for,the preparation of the financial statements and for being satisfied that they give a true and falr view, and for
such intemal control as the directors determine Is necessary to enable the preparauon 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 concem, disclosing, as applicable, matters related to going concern and using the going
concemn basis of accounting unless the directors either intend to liquidate the Company or to cease operations, or
have no realigtic altérnative but to do so.

Auditor’s responsibilities for the audit of the financlal 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 eror, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high leve! of assurance, but Is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is Iocated on the Financial
 Reporting Coungil’s website at httsz/www frc.org. uk/auditomesponsnbﬂmes This description forms part of our
auditor's 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 2008. Our audit work has been undertaken so that we might state to the Company's members
thase 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 responsibllity to anyone other than the Company and the.
Company’s members asa bady, for our audit work, for this report, or for the opinions we have formed.

*Ew‘\- &%‘3

Gordon Cullen (Semor Statutory Auditor)

for and on behalf of Emst & Young LLP, Statutory Auditor
London

Date 26 september 2019



" SPOTIFY Lid, '
Registeréd number 06436047

Statement of comprehenswe Income
For the year to 31 December 2018

Not
e

COnﬁnuing operatlons
Revenue : 4
Costof sales
Gross profit
Distribution costs
Administrative expenses
Other operating income
Other operating expenses S
Profit on sale of intangible asset ‘ 7
Operating profit ‘ : ‘ 7
Finance income ' 5
Finance costs = .. , A 5
Finance costs - net '
Profit before tax from continuing operations

income tax charge i g
Profit for the year : '

6819890

;o 2018 2017
£ £
77782 3% 107 096 437
: - . {31558324) .
77782386 - = 76538113
(4 166 339) (12 470 240)
(68 873 095) (58 634 080)
885339 208 475
(115 373) .
4947325 -
10 460253 . 4640258
312 172614
(885 650) __(426'864)°
(e85338) -~ . (254.250)
9 574 915 4 388 008
(2755025) . (891.425)
—

3494583

The acoompanying notes are an integral part of this statement of comprehenslve lncome The proﬁt for the year'

s attributable to owners of the Company

There are no_recognised gaihs or losses in the year other than those items recorded in the statement of

comprehensive Income above.
They were signed on its behalfby:

Peter Grandehus
Director



SPOTIFY Ltd.
Registered number 08438047

Statement of financlal position

For the year to 31 December 2018

ASSETS

Non-currentagsets
Property, plant and equipment
- Investments

Other non-current assets

Current assets
Trade and other receivables

_ Deferred Tax Assets

Total assets .

LIABILITIES

Non-current llabilities
Asset retirement obligations
Deferred liabilities

Current liabllities ‘
. Cash overdraft

Trade and other payab!es and other current

liabilities
Income tax payable

Net assets

- EQUITY
Shére capital .
Sharehalder contributions
Retained eamings
Total equity

Note

13
14
15

12

19

11
18

17

2018

2017
£ £
17 308 226 5039 441
16 284 336 16202 598
- 970339 1120 139
34 562 901 22452178
- 22 759 292 83810 185
3575334 5302835
26 334 626 89113020
60 897 527 111 565 198
(123 883) (123883)
(7 199 095) (2 771 399)
(7 322 978) {2 895 282)
- (87 678 147)
(40 518 184) (15 204 121)
(1 244 862) (5 290 859)
. (44783 046) {108 173 227)
11811503 | 496689
1000 _ " 1000
14 544 300 14 544 300
(2 733 797) (14 048611)
M 811 503 496 689

The accompanying notes are an integral part of this Statement of financial position. The ﬁnandal statements of
Spotify Limited, on pages 6 to 30 were approved by the Board of Directors and authorised for lssue on

September 26, 2019
They were signed on its behalf by:

Peter Grandellus
Director



SPOTIFY Ltd. -
Registered number 06436047

Statement In changes in equity
For the year to.31 December 2018

Attributable to equity holders of the Company

* Balance at 31 December 2016

 Share based payment charge
Total comprehensive profit for the year in 2017

Current tax recorded directly in equity (note 9)

- Deferred tax recorded directly in equity (note
§)
' Balance at 31 December 2017

Share based payment charge -
. Total -oomprehenslve profit for the year in 2018

Current tax recorded directly in equity (note §)

Deferred tax recorded directly In equity (note
9) N
Balance at 31 December 2018

Share

Shareholder.

Retained

capital contributions '_earnihgs Total Equity ‘

£ B £ £
1000 14 544 300 (21393 390) (6 848 090)

- . 1359 074 1359074

- - 3494583 - 3494 583

- - 298800 296 800

. - 2194 322 2194 322
1000 14544300 (14048 611) 496 689

3376873 3376873

- - 6 819 890 6819 890

2 211 031 2211031

- - (o990 (1092 980)

1000 14544300  (2733797)

11811503




SPOTIFY Ltd.
Registered number 06436047

Statement of cash flows for the year to 31 December 2018

Operating activities

Profit after tax from continuing operations
Income tax ' ' '
Depreciation .

Profit on sale of intangibie asset

(Loss)/Galn on dlsposal of property, plant and eqmpment .

- Share based payment charge
Interest expense

Working capital adjustments
Decrease/(Increase) in réceivables
Increase/(Decrease) in payables

Interest received
Nat cash flows from/(used in) operating activities

I_hvesting activities

Purchase of property, plant and equipment

Proceeds from disposals of property, plant and eqmpment
Disposal of Investment

Acquisition of investments

Proceeds from the sale of intangible asset

Net cash flows {used in) investing activities

Financing activities
Withdrawal/Deposit at bank

- (Repayments)/Borrowings from overdraft )
Net cash flows (used in)/from financing activities

Effects of exchange rates on cash and cash equivalents
Net increase/(decrease) in cash and cash equivalents

Cash aqd cash equivalents at beginning of year

Cash and cash equivalents atend of year

‘Supplemental non-cash activities

Purchases of property, plant and equipment in
payables

2018 2047
Note £ £
" 6819890 3494 583
: (2 862 590) (1728 361)
12 4166 339 12470 240
A (4 947 325) .
12 (115 350) 164 984
3376873 1359 074
5 " 1703560 33025
8 141 397 15 793 545
61050 893 12231 624
30 667 759 (62 186 094)
91718652 (49 954 470)
312 172614
108 755 011 (33 988 311)
12 (17 361 124) (827 664)
538 084 514 174
8262 -
- (15 916 022)
5043000 -
(11 771 778) (16 229 512)
149 800 (149 800)
(87 678 147) 49908 105
(87 528 347) 49 758 305
' (560.236) 459518
926 000 . ¢




SPOTIFY Litd.
Registered number 06436047

Note 1. Accounting policles
Basis of preparation
Spotify Lmuted fs a Company limited by shares incorporated in Engtand

" The financial statements of Spotify Ltd have been prepared in accordance with International Flnanual Reporting
Standards as issued by the International Accounting Standards Board (IASB) and the related Interpretations
issued by the Standing lnterpretations Committee (SIC) and/or the International Fnanclal Reporting Committee
(IFRIC) adopted for use in the European Union.

The financial statements of Spotify Ltd have been prepared under the historical cost convention and in
accordance with the Companies Act 2006. The Company has taken advantage of the exemption avallable under
5401 of the Companies Act 2006 from the requirement to prepare consolidated financial statements as they are
included in the consolidated financial statements of Spotify Technology S.A. which are publicly available.

The principal accounting policles are set out below. These, except to the extent noted, have been applled on a
consistent basis. The financial statements are presented in GBP sterling.

Gaing concern

The Directors have obtained written confirmation of the intention of the ultimate parent, Spotify Technology S.A,,
to provide ongoling financial support to Spotify Limited.

Having reviewed the Company and the Group’s liquid resources and 2018 and 2019 cash flow fbrecasts the
Directors believe that the Group has adequate resources to continue as a gofng concern. For this reason, the
financial statements have been prepared on that basis. .

Forelgn currency trans!ation

(a) Functional and presentation currency
The financial statements are presented in GBP Sterling which is the Company's functional and presentation
curTency.

(b} Transactions and baiances '

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and losses resultng from the settiement of such
transactions and from the translation at year-end exchange rates of monetary assets and liabilities denominated
in forelgn cumrencies are recognised in the income statement.

The differences between retained profits of overseas subsidiary and assoclated undertakings translated to
average and closing rates of exchange are taken to reserves, as are differences arising on the retranslation to
GBP Sterling (using closing rates of exchange) of overseas net assets at the beginning of the year,

Revenue recogmtion

Revenue comprises the fair value of the consideration received or receivable for the sale of services in the
ordinary course of the Company's activities. Revenue is shown as net of salesivalue added tax, retums, rebates
and discounts.

(a) Sale of advertisements

The Company’s advertising revenue is primarily generated through display, audio, and video advertising
delivered through advertising impressions. The Group enters into arrangements with advertising agencies that
purchase advertising on its platform on behalf of the agencies' clients. These advertising arangements are
typically sold on a cost-perthousand basis and are evidenced by an Insertion Order (“I0”) that specifies the
terms of the arrangement such as the type of ad product, pricing, Insertion dates, and number of impressions in a
stated period. Revenue (s recognized over time based on the number of impressions delivered. The Company .
also may offer cash rebates to advertising agencies based on the volume of advertising mventory purchased.
These rebates are estimated based on expected performance and historical data and resuft in a reduction of
"revenue recognized.

Additionally, the Company generates revenue through amangements with certain suppliers to distribute
advertising inventory on their ad exchange platforms for purchase on a cost-per-thousand basis. Revenue ls
recognized over time when impresslons are delivered on the platform.



SPOTIFY Ltd.
Registered number 08436047

Note 1. Accounting policies (continued)
Revenue recognition (continued)

(b) Sale of subscriptions

Subscription revenues associated with the Group are generally generated by Spotify AB. However, some legacy
agreements with third party partners remain with the Company Partner subscription revenue is based on a per-
-subscriber rate in a negofiated partner agreement and may Include minimum guarantees for the number of
subscriptions that will be purchased from the Company. Under these arrangements, @ premium partner may
bundle the Premium Service with its existing product offerings or offer the Premium Sesvice as an add-on.
Payment Is remitted to the Campany through the premium partner. When a minimum guarantee is within an
agreement and the partner is not éxpected to meet the commitment, management has concluded the revenue is
constrained to the revenue amounts for the actual subscriptions sold in a given period. The Company therefore
only racognizes the assoclated revenue when it is highly probable that this will not result in a significant reversal
of revenue when the uncertainty is rasolved. The Company assesses the facts and clrcumstances, Including
whether the partner s acting as a principal or agent, of all partner revenue arrangements and then recognizes -
revenues either gross-or net. Premium partner services, whether recognized gross or net, have one material
performance obligation, that being the delivery of the Premium Service.

(c) Intercompany revenues
Intercompany revenues are generated through the provision of services to Spotify AB. Certain third party cost of
sales are corectly recorded with Spotify AB whereby the Company passes through those costs to Spotify AB.

{d) Interest income
Interest income is recognised using the effective Interest method.

Cost of Sales

Cost of sales consists primarily of royalty and distribution costs related to music streaming. The Company Incurs
royaity costs paid to certaln music record labels and other rights holders for the right to stream music to the
Company’s users. Royaltles are calculated using negotiated rates In accordance with master license agreements
and are based on subscription and advertising revenue eamed usage measures or a combination. Increases or
decreases in the provision for unrecoupable royalty costs are recognised in Cost of sales. Cost of sales also
consists of other costs incurred to support music distribution such as customer service, certain employes
compensation and benefits, facllity and equipment costs and payment processing fees.

In addition to third party cost of sales the Company purchases advertising mventory from Spotify AB in its role as
a reseller.”

General and administrative expenses

Genersa) and adminlstrative expenses are comprised primanly of employee compensation and benefits for
functions such as finance, accounting, analytics, legal, human resources, consulting fees, and other costs
including fac;ﬁty and equipment costs.

Property, ptant and equipment

Property, plant and equipment is 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 ln the manner intended by management

The Company adds to the carrying _amount of an [tem of equlpment the cost of replacing parts of such an item
when that cost is incurred if the replacement part Is expected to provide incremental future benefits to the
Company. The carrying amount of the replaced pant is derecognised. All other repalrs and maintenance are
charged to profit or loss during the period fn which they are mcurred

After assets are placed Into service, depreciation is charged o as to allocate the cost of assets less their residual
value over their estimated useful lives, using the straight-line methad as follows: -



SPOTIFY Ltd.
Registered number 06436047

Note 1. Accounting policies {(continued)
Property, plant and equipment (continued)

«  Property, plant and equipment: 3 to 5 years.
¢ Leasshold improvements: shorter of the lease term or useful life.

The assets’ residual values, useful lives and depreciation methods are reviewed, and ad]usted prospectively if
appropriate, if there is an indication of a significant change sincs the last reporting date

An assef's carrying amount is written down lmmedlately to its recoverable amount if the asset's carrying amount
is greater than its estimated recoverable amount (note 13). Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount and are recognised within ‘other operating expensss ~ net’ in
the statement of comprehensive income. When revaiued assets are sold, the amounts included in other reserves
are transferred to retained eamings.

" Impairment of trade receivables

The Company uses the simplified approach for measuring impairment for its trade receivables as these financial
assets do not have a significant financing component as defined under IFRS 15, Revenue from Contracts with
Customers. Therafore, the Company does not determine if the credit risk for these instruments has increased
significantly since Initial recognition. Instead, a loss allowance is recoghized based on lifetime expected credit
losses at each reporting date. Impairment losses and subsequent reversals are recognized in profit or koss and Is
the amount required to. adjust the loss allowance at the reporting date to the amount that is required to be
-recognized based on the aforementioned policy. The Company has established a provision matrix that is based -
on its historical credit loss experiences, adjusted for farward-looking factors specific to the debtors and the
economic environment. The carrying amount of the asset Is reduced through the use of an allowance account
and the amount of the loss is recognized in the consolidated statement of operations.

Impatrment of non-financial assets

Assets that are subject to depreciation or amortisation are assessed at each reporting date to determine whether
there is any indication that the assets are impaired. Where there Is any indication that an asset may be impaired
or when annual impalrment testing for an asset is required, the carrying value of the asset (or cash-generating
unit to which the asset has been allocated) is tested for impairment. An impairment loss is recognised for the
amount by which the asset's canying amount exceeds its recoverable amount. The recoverable amount is the
. higher of an asset's (or CGUs) fair value less costs to sell and value in .use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows
(CGUs). Impairment losses of continuing operations are recognised in the income statement in those expense
categories consistent with the function of the impaired asset. Non-financia! assets other than goodwill that
suffered an impairment are reviewed for possible reversal of the impairment at éach reporting date.

Financial assets and liabilities

The Company’s financial assets include trade and other recelvables and the Company’s financial liabilities
include trade and other payables.

Trade and other receivables

Trade and other receivablés. which generally have a 30 day term, are recoghlsed Initialty at the transaction price.
They are subsequently measured at amortised cost using the effective interest method, less provision for
expected credit losses. .

Trade and other receivables are non-derivative financial assets with fixed or determinable payments that-are not
quated in an active market. Such financial assets are carried at amartised cost using the effective interest rate
method. Gains and losses are recognised in the consoﬂdated statement of comprehenslve income when the
receivables are derecognised or impaired.

Trade and other payables

Trade and other payables, which generally have a 30 day term, are recogmsed and carried at their involoed value
inclusive of any VAT that may be applicabls.



~ SPOTIFY Ltd.
Registered number 06436047

Note 1. Accounting policies {continued)
Impairment of financial assets

The Company assesses at each reporting date whether there is any evidence that a financial asset or a group of
financial assets is impaired, primarily its trade receivables and short term investments. The Company assesses
impairment for its financial assets, excluding trade receivables, using the general expected credit losses model.
Under this model, the Company calculates the allowance for credit losses by considering on a discounted basls,
the cash shortfells it would Incur in various default scenarios for prescribed future periods and multiplying the
shortfalls by the probability of each-scenarlo occurring. The allowance on the financlal asset is the sum of these
probability-welghted outcames. ) .

Derecognition

Financial assets are derecognised when the rights to receive cash flows from the asset have expired, or the
Company has transferred its rights to receive cash flows from the asset or has assumed an obhgatlon to pay the
received cash flows in full.

Finandial liabllities are derecogmsed when the obligation under the liability is dnsoharged cancelled or expires.
Offsethng financial assets and lwblhﬂes

Financia! assets and liabifities are oﬁset and the net amount reporied in the balance sheet when there is a legally
enforceable right to offset the recognised amounts and there is an intention to settle on a net basis, or reafise the
asset and settle the liability simultanecusly.

Cash and cash equivalents

Cash and cash equivalents in the statements of financial position comprise cash at bank and on hand.
Share capltal

Ordinary shares are classified as equity. ,

Equity instruments are measured at the fair value of the cash or other resources received or receivable, net of the
direct costs of issuing the equity instruments, If payment is deferred and the time value of money is material, the
initial measurement is'on a present value basis

Share-based payments

_ Employees receive remuneration in the form of share-based payment transactions, whereby employees render
services in consideration for equity instruments.

The cost of equity-settled transactions with employées is detemmined by the fair value at the date of granf using
an appropriate valuation model. The cost is recognised, together with a corresponding increase in accumulated -
deficit in equity over the period in which the performance is fulfilled.

The cumulative expense recognised for equity-settied transactions at each reporting date until the vesting date
reflects the Company’s best estimate of the number of equity instruments that will ultimately vest and the extent
to which the vesting period has expired.

No expense is recognised for awards that do not ultimately vest, except for equity-settied transactions where
vesting is conditional upon a market or non-vesting condition. In these situations awards are treated as vesting
irespective of whether or not the market or non-vesting condition is satisfied, provided that all other performance
andlor service conditions are satisfied.

When the terms of an equity-settied transaction award are modified, the minimum expense recoegnised is the
expense as if the terms had not been modified, if the original terms of the award are met. An additional expense

is recognised for modification that increases the total fair value of the share-based payment transaction, or is
othenmse beneficial to the grantee as measured at the date of modification. There have been no modifications to
any share-based payment transactions.
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Note 1. Accounting policies (continued)
Share-based paymonts (continued)

When an equity-settied award is cancelled, it is freated as if it vested on the date of cancsllation and any expense
not yet recognised for the award is recognised immediately. This includes any award where non-vesting
conditions within the control of either the Company or the grantee are not met. However, if a new award Is
substituted for the cancelied award, and designated as a replacement award on the date that it is granted, the
cancelled and new awards are treated as if they were a modification of the original award, as described in the
previous paragraph. All cancellations of equity-settied transachon awards are treated equally. There were no
cancellations of awards during 2018 and 2017.

Social costs are payroll taxes associated with employee salaries and benefits, including share based
compensation. Soclal costs in connection with the grant are accrued over the vesting period based on the
Intrinsic value of the award that has been eamed as of the end of each reporting period. The amount of the
liability reflects the amortisation of the award and the impact of expected forfeitures. The soclal cost rate at which
the accrual s made follows the tax domicile within which other compensation charges for a grantee are
recognised.

Defined contribution plans

The Company pays contributions to publicly and privately administered pension insurance plans on a mandatory,
contractual or voluntary basis. The Company has no further payment obligations once the contributions have
been paid. The contributions are recognlsed as employee benefit expense In the consolidated income statement
when they are made.

Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past
event, it is probable that an outflow of resources embodying economic benefits will be requlred to settle the
obllgahon and a reliable estimate can be made of the amount of the obligation.

Current and deferred lncome tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or loss, except that
a change attributable to an item of income or expense recognised as other comprehensive income is also
recognised directly in other comprehensive income.

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's subsidiaries operate and
generate taxable income. The present corporate Income tax rate in the UK is 19.00% (2017 19. 25%)

Deferred income tax is recognised on temporary differences (other than temporary differences associated w:th
unremitted eamings from foreign subsidiarles and associates to the extent that the investment is essentially
permanent In duration, or temporary differences associated with the initial recognition of goodwil) arising
between the tax bases of assets and liabilities and their carnrying amounts in the consolidated financial statements
and on unused tax [osses or tax credits in the Company. Deferred income tax is determined using tax rates and
laws that have been enacted or substantively enacted by the reporting date.

. The carrying amount of deferred tax assets is reviewed at each reporting date and a valuation allowance Is set up
against deferred tax assets so that the net camrying amount equals the highost amount that is more llkely than not
to be recovered based on current or future taxable profit.

Deferred tax assets are recogmsed for unused tax losses, unused tax credrts and deductible temporary,
differences to the extent that it is probable that future taxable proﬂts will be avallable against which they can be
used.

Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer -
probable that the related tax benefit will be realised. Deferred tax is measured at the tax rates that are expected
to be applied to temporary differences when they reverse, using tax rates enacted or substantively enacted at the
reporting date. The measurement of deferred tax refiects the tax consequences that would follow from the
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' manner in whrch the Company expects at the reporting date to recover or settle the canylng amount of its
: assefsandhabalnles
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Note 1. Accoun‘ting policies (continued)
Leases

Leases in which substantially all the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases (net of any incentives received from the lessor) are
charged to profit or loss on a straight-line basis over the period of the lease.

Leases of propery, plant and equipment, where the Company has substantially all the risks and rewards of
ownership, are classified as finance leases. Finance leases are capitalised at the lease’s commencement at the
lower of the fair value of the leased property and the present value of the minimum lease payments.

Each lease payment is apportioned between the liability and finance charges using the effective interest method.
Rental obligations, net of the finance charges, are included in borrowings in the statement of financial position.
The property, plant and equipment acquired under finance leases is depreciated over the shorter of the useful life
of the asset and the lease term,

Note 2. Changes in accounting policies and disclosures

Important accounting principles are summarized above in Note 1. Apart from the standards discussed below, new
standards, as well as amendments and interpretations of existing standards which have been published and are
mandstory for fiscal years beginning January 1, 2018 or later are not considered to be relevant to the or material
to the Company. )

New and amended ‘

On January 1, 2018, the Company adopted Intemational Financial Reporting Standard (IFRS”) 9, Financial
Instruments which replaces |AS 39, Financial Instuments: Recogniton end Measurement.  The standard
Introduces new requirements for classification and measurement, impairment, and hedge accounting. The
Company concluded that the accounting treatment of its financial assets and financial liabilities under IAS 39 was
in accordance with the requirements of IFRS 9 and, therefore, there was no material impact on the Company’s
consolidated financial statements upon adoption of the standard.

In June 20186, the International Accounting Standards Board (JlASB”) Issued three amendments to IFRS 2,
Share-based Payment, in relation to the classification and measurement of share-based payment transactions. -
The amendments are Intended to eliminate diversity in practice in three main areas: (i) the effects of vesting
conditions on the measurement of a cash-settled share-based payment transaction, (ii) the classification of a
share-based payment transaction with net settlement features for withholding tax obligations, and (iii) the
accounting where a modification to the terms and conditions of a share-based payment transaction changes its
classification from cash-settied to equity-settled. The amendments ara effective for accounting periods beginning
on or after January 1, 2018. The Company has adopted the amendments to IFRS 2 as of January 1, 2018 and
concluded the adoption had no material impact on the consolidated financial statements.

New standards and Interpretations issued not yet effective

Recently issued new or revised/amended standards and interpretations effective for the Company on or after
January 1, 2018 are ‘as follows:

In January 2016, the IASB published IFRS 16, Leases, its new:leasing standard which will replace the current
guldance in IAS 17, Leases, and interpretations IFRIC 4, SIC-15 and SIC-27. The new standard requires lessees
to recognise a lease liability reflecting future lease payments and a ‘right-of-use asset' for virfually all lease
contracts. The standard applies to annual periods beginning on or after January 1, 2019 with earlier application
permitted. The EU has endorsed the standard.

On January 1, 2019, the Company will adopt IFRS 16 using the modified retrospective approach and recognize
the cumulative effect of Inttially applying the standard as an adjustment to accumulated deficit. The Company -
intends to elect the available practical expedients on adoption. The most significant change from the adoption wil
be related to the recognition of right-of-use assets and lease liabilities on the consolidated statement of financial
position for real estate operating leases, along with the net impact on transition recorded to accumulated deficit,
and deferred tax assets, potentlally unrecognized, resuiting from the aforementioned changes. The Company
expects that thls will result in the recognition of additional assets and liabilities in excess of approximately £35
milllon. The Company's statement of operations after adoption will reflect additional depreciation expense due to
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the right-of use assets and an incrsase in finance costs for effectlve Interest expense on its lease liabilities and
be partially offset by a reduction in rental expenses.

There are no other IFRS or IFRIC interpretations that are not effectlve that are expected fo -have a material
impact, .

Note 3. Crltical accounting judgements and key sources of wtimatlon unoenaihfy

The preparation of financial statements in conformity with the IFRS requlres the use of certain critical accounting
estimates. it also requires management to exercise its Judgment in the process of app!ymg the :Company's
accounting policles. .

Estimates and judgments are continuously evaluated: They are based on historical experience and other factors,
including expectations of the future. .

The Company makes &shmates and assumptions concerning the future. The resulting accounting estimates will,
by definition, seldom equal the related actual results. The significant area for key sources of estimation
uncertainty are lmpalrment of accotints recelvable which are valued at fair value. See further in note 18.

Share-based payments — The Company measures the cost of equity-settied transactions with employees and
non-employeses by referénce to the fair value of the equny Instruments at the date at which they are granted. Prior
to April 3, 2018, the fair value was estimated using a model which required the determination of the appropnate
inputs, specifically ordinary share price. Subsequent to the Group's direct listing, ordinary share price is no longer
based on significant assumptions and estimates. The assumptlons and models used for estimating the fair value
of share-based payment transactions are dlsc!osed in Note 10.

Note 4. Revenue

The breakdown of the revenua is as follows;

2018 2017
) £ - £
. Analysis of revenue by category:
Sales of advertisements - ) . . 23 889799 A 19989728
Sales of subscriptions : . : 269 336 1703318
" Intercompany services ‘ . 53 148 739 83818412
Other ' 474522 1584083
Total , 77 782 396 107 096 437 .

Tﬁe majoriiy of advertisements is attributable to the UK as disclosed in note 20.
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Note 5. Finance Income and costs

2018 2017
£ ' £
Finance Income o : ,
Interest income on financial assets measured at amortised cost _ © o312 A 172614
Total - . o 312 172814
Finance costs .
lcr:)t:trest expense on financial liabilitles measured at amortnsed . (1 005)  (33025).
Intercompany Interest expense ' - (1 702 555) .
Net forelgn exchiange gain/(ioss) . ' . s17g10 (393839) -
Total : : ~ (885850) (426 864)
Finance income and costs o C (e85 338) . {254 250)
Note 8. Employee information
2018 L2017
£ £
Wages and salaries o . 25843417 19 631 510
Social security costs . . 4 446 399 4890 128
Share based compensation costs . : 3376873 . 1350074
Defined contribution plan costs ~ ' .. 1303685 1088 130

Total e 34970374 26968842

The average monthly number of employees during the year was made are as follows;

Number of employees ‘ ' ' 285 236
Directors' emolisments during the year were £nil (2017: £ni). '

The directors of the Company are also direclors of a number of subsxdnrles of the uitimate parent undertaking.
The difectors do not beligve that it is pradwable to apporﬂon the ‘remtinération between remuneration as
directors of the Company and their remuneration as directors of the feliow subsidrary compames The directors
remuneration is therefore disclosed in the accounts of the: fellow subsldlarles that make the remunerahon
paymients.
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Note 7. Operating profit

Operating profit is stated after charging/ (crediting):

2018 2017

' £ . £

-Depreciation on owned assels o B ) 4 166 339 12 470 240

Net foreign exchange (gains)losses . o (817 910) . 393 839

Profit on sale of intangible asset - - 4947325 : -

Lossl(proﬁt) on disposal of pmperty. plant and equipment 115350 (164 984)
Qperating lease rentals - Land and Buildings . 12715982 ' 6 971 075 A

The IP software asset relating the the Sonalyhc tool, ongmally owned by Sonalytic Ltd, a wholly owned
subsidiary of Spotify AB, was transferred to and subsequently sold by the Company to Spotlfy AB in line with the
Group's policy to centralise IP in its Swedish headquarters where Spotify’s IP is deveh:ped enhanced,
maintained; protected and exploited. :

_ Note 8. Auditor’s remuneration
Auditor’s remuneration — audit

*audif remuneration is not recharged from the parent entity 17 253 . 11 000
to the subisidaries, instead It s covered by Transfeér pricing - ‘ .

Note 8. Tax
(a) Tex on profit on ordinary activities -

2018 C 2017

£ £
Current Income tax: . )
Current income tax charge o N 2526762 2467 285
Adjustments in respect of prior years . (408 256) . 113605
Total current tax : : . 2120506 2580880 .
Deferred tax: '
Current year . ‘ o ‘ A 429 734 (1 489 020)
Adjustment in respect of previous periods 153 806 (273 070)
Effect of changes In tax rates 50879 72625
Total deferred tax _ 634 519 (1 689 485)
Income tax expense reported in the statement of S 2755025 ' 891 425

comprehensive income
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Note 9. Tax (continued)

- 2018 2017
_ £ £

Equity Items . ‘ '
Current tax v (2 211 031) (296 800)
Deferred tax current year charge/(credit) . 1047609 (2 194 322)
Deferred tax - prioryear - R 45 371 -

(1118 051) . (2491122)
(b) Factors affecting the tax charge for the year

The tax assessed for the year Is different from the average UK standard rate of corporahon tax of 19.00%: (2017
19.25%). The differences are explamed as follows:

2018 2017
£ £
(Loss)leﬁt on ordinary activities for the year before tax ) - -9574915 - 4386 ooé
Profit on ordinary activities multiplied by the standard rate of '
corparation tax In the UK of 18,00 (2017: 19.25%) - 1818234 844156
Effects of: ‘
Non-deductible expenses . -+ 714530 241670
Share option current tax equity : : : 2211031 -
Share options : ‘ (1777381) - (107561)
Tax rate changes o . - 50079 - 72825
Effects of group rellef/ other refisfs . - .(10937) .
Adjustments In respect of prior years . (252450) - (159 465)
Roundings " ' (1) -
" Totaltaxcharge fortheyear | R 2755025 891425

(c) Factors that may affect future tax charges

The standard rate of corporation tax in the United ngdom is wrnently 19%. The. Finance Act 2016 was
substantively enacted on 15 September 2016 and 2 reduction in the main rate of corporation tax to 17% willi be in
effect from 1 April 2020. Deferred taxes at the balance sheet date have been measured uslng the enacted tax
rate of 17% and reflected in these financial statements.

The future reductions in the rate of UK corporation tax will reduce the amount of any oorporaﬂon tax payable by
the Company in future years. )



SPOTIFY Ltd.
Registered number 06436047

Note 8. Tax (cominued)

(d) Deferred tax relates to the following:

-

Statement of ﬁnancial posmon . Statement of Income
2018 © 2017 . 2018 2017
£ £ ' £ £
Share based payment - ’ 1769 483 2988 549 . (126 085) ' 187 260
Fixed Assets 1761 296 2217932 (336 1086) 1504 141
~ Temporary differences trading A - 44 555 - 96 354 (18 522) 1500
Prior year charge o ' - v T . (153 808) 273070
Tax losses - - - . - (276 506)
Net deferred tax assets - 3 575 334 5302835 634519 1689 465

£634,519 have been necogmzed in the Statement of Income and £1,092,980 have been reoognized in Retemed
Eammgs .

At December 31, 2018 there are no unrecognized deferred taxes.

Note 10. Share based payments’

on Februafy 28, 2018, the Board of Directors of the Group approved a 40-to-one share split 6f the Group’s
ordinafy shares which became effective on March 14, 2018. All share and per share information included in the
note below has been adjusted to reflect this share split. )

Restncted Stock Unit Program (RSUP)

During 2014, the Company implemented a Restricted Stock Unit (RSU) ngram that granted RSUs to certain
employees {accounted for as equity-settled share-based payment transactions).

The valuation of the RSU on the gram date was consistent with the' Groups use of the PWERM to value its own
shares prior to April 3, 2018. On April 3, 2018; the Group completed a direct listing of lts ordinary shares on'the
NYSE: The falr value of the Groups ordmary shares subsequent to the direct listing is based on the NYSE
closing ordinary share price. )

RSU

“Number of RSUs WAEP
Outstanding at 1 January 2018 S 11560 . NIA
Transferred out - o ' (@20 R NA

Outstanding at 31 December 2018 ‘ < i "1640 - . N/A
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Note 10. Share based payments (continued)
Employee sham aption plans

Under the Employee Share Option Plans ("ESOP") share options of the Company are granted to executives and
certain employees of the Group.

The assumptions and models used for estimatmg fair value-for share based payment transactions are disciosed
below: .

For options granted prior to January 1, 2016, the exercise price is equal to the fair value of the shares on grant
date for employees in the United States and for U.S. citizens and fair value less 30% for the rest of the world. The
value of the dlscount is included In the grant date fair value of the award. For options granted thereafter, the
exercise price of the options is equal o the fair value of the shares on grant date for all employees. Generally, the
first vesting period (13.5% — 25% of the initial grant) is up to one year from the grant date and subsequently vests
at d rate of 6.25% each quarter unii! fully vested. The exercise price for options Is payable in the EUR value of a
fixed USD amount; therefore, the Group considers these awards to be USD-deénominated. The options are
generally granted thn atermof 5 years

Reconciliation of option movements over the year:

ESOP
o waee
o uss
Outstanding at 1 January 2017 : - 402 080 31,95
Granted - ‘ 216920 67.83
Forfeited ‘ : ' - (66280) 41,15
Exercised ' © 7 (85200) .. 2218
Expired . (6 200) 34,30
Transferred in , A 21 760 43,95
Transferred out ' : © (12760) 3565
Outstanding at 31 December 2017 =~ 470320 - 49,38
Granted ‘ 198600 149,59
Forfeited . S (48 918) 68,68
. Exercised o (153 542) 36,11
Expired : » S (178) " 68,34 -
Transferred out e : (7 227) 9299
Outstanding at 31 December 2018 . 459 058 o 9442
‘Exerclsable at 31 December 2047 : 171160 . . 3358

Exercisable at 31 Décember 2018 ' , ‘ 154 631 66,39

The weighted average contractual life for the share options outstanding as at December 31, 2018 is 3.2 years
(2017: 3.2 years).

The weighted average share price for options exercisad during 2018 was US$ 68,39 (2017: US$ 33,58).
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Note 10. Share based payments {continued)

The share options outstanding are camprised of:

"Weighted average Weighted average

Number of remaining * Number of remaining
options ~ contractual life options contractuat life
31 Dec. 2018 31 Dec. 2018 31 Dec. 2017 -31 Dec. 2017
: {years) , (vears)

Range of exercise prlces 4
{US$) )
1-12.5 ‘ - - 64200 0.9
12.5-25 8619 1.6 . 46040 2.2
Above 25 450439 34 360080 3.8

459 058 . . 470320

In determining the fair value of the employee stock-based awards, the Company uses the Black-Scholes option-
pricing model. The expected volatility is based on the historical volatility of public companies that are comparable
to the Company over the expected term of the award. The expected volatility reflects the assumption that the
historical volatility over a period similar to the life of the options is Indicative of future trends which will not
necessarily be the actua! outcome. The risk-free rate is based on US Treasury zero-coupon rates as the
exercise price Is based on a fixed USD amount. The expected life of the share options is based on historical data
and current éxpectations and is not necessarily indicative of actual exercise patterns.

The following table lists. the inputs to the Black-Scholes option-pricing models used for emp!oyee share-based_
payments for-the years ended December 31, 2018 and 2017: .

2018 2017

Expected volatility (%) - C 32,0347 32.043.5
Risk free interest rate (%) . ) : . " 2429 1.4-2.0
Expected life of share options (years) : 2444 2444
Weighted average share price per Spotify SA (USD) ' 123.13-189.52 60.70-90.65

Note 11. Cash overdraft

2018 2017

£ £

Cash overdraft - (87678147)

Cash overdraft eams.quterést at floating rates based on daily bank deposit rates. Spotify Limited participates in
the Spotify group cash pool, which Is ultimately controlled by Spotify AB.
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Note 12. Trade and other receivables

2018 2017

Note £ _ £
Trade receivables o : . 8 713 347 11 632 894
Prepayments and other debtors C 1764 253 . 1768751
Amounts owed by group undertakings . .20 5 949 281 61691 318
Accrued revenue _ - © . 3313462 4587714
VAT recoverable ‘ | : , 3018849 4102140
Otherreceivables = - , < 27368

Total _ - ' ' 22759292 83 810 185
“Trade receivables are non-interest bearing and generally on--30 days temms.
The falr value of receivables above approximate to the(r camying values.

The maximum exposure {o credit risk at the repomng date Is the carrying value of each class of receivables
mentloned abova Tha Company does ot hold any oollateral as security:

Note 13. Property, plant and equipment

2018 2017
_ t £ B >
Cost A .
Atd January - - o 28 500 606 27672942
Additions : . 16435124 . 827 884
Disposals - o : __(19022601). -
At 31 December ' ' 25913039 28500606
Accumulated depreciation and impalrment . . .
At January » ' 23481 185 11670083
Depreciation ' - . , 4168339 . 11791082
Disposals . . (19022691) L
A 31 December ‘ .- 8604813 23481165

Carrying amount - .
Net book value at 31 December S ' 1738226 5039441
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. Note 14. investments

2018 2017
£ £
Cost ‘ _ ‘ .

At1January - - - ' 17377 128 1 461 106
~ Additions L L ot 15916022
Disposals . : : : (8.262) L -
At 31 December . . 17 368 866 17 377128

lmpali;ment . : ) » .
At 1 January ' _ (1 084 530) (1084 530)
At 31 December ' " {1084530) (1 084 530)
. Net book value at 31 December , 16284336 16292598

There have been no new Investments of over 20% of the nominal valué of shares for the year ended 31 -
December 2018.

Details of the investments in which the Company holds 20% or more of the nominal value of any class of share
capital are as follows: .

Name of Company Holding Proportion of Country of Registered Office
. voting rights incorporation o
and shares
heid
Spotify Norway AS . Ordinary shares 100% ~ Norway C.J.Hambros Plass 2 C
: ‘ ' ' 0164 OSLO Norgs
Spotify Spain SL - Ordinary shares ~ 100% Spain -~ Eloy Gonzalo, 27
_ \ 28010 Madrid,
. . ‘ , ; Spain
" Spotify GmbH ‘Ordinary shares 100% - Germany - - Minzstrae 15,
4 10178 Bertin
Spotify SAS Ordinary shares 100% France 168 rue du Faubouirg
: : : Saint-Honore
75008 Paris
- Spotify Netherlands BV Ordinary shares 100% Holland Hiflegomstraat 12:14
o u3.03, -
‘ 1058LS Amstardam
. Spotify Finland OY Ordinary shares 100% Fintand S_Jomansgtan 38D 523
) N 00150 Helsingfors
Spotify Austratia Pty (fd  Ordinary.shares - 100% Australia Level 1, 120 Chalmere

Straet; Surry Hills, Sydney
NSW 2010
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Note 15. Other non-curent assets

2018. 2017
3 £

Long-term deposits - s 970339 1120139
Total , - ’ .- 870339 . 1120139

Note 16. Trade and other payabies

" 2018 2017
£ £
Trade and other payables - 4 o - g 363539 1691743
Amounts due to group undertakings (note 20) - _ ' 25 271 397 35102

Social security and other taxes - : _ o 1853 351 ' 2867171
Accrued salaries . : 2:093 100 2346 975
' Accrued expensés S : 9178446 6 877 196
Other current liabllities ' B 262335 81015
Finance lease Iiabnhty . _ . _ = o 297 506
Defeed revanue : | 498016 1007 413»
’ ' ‘ 40518188 15 204 121

Trads payables are non—interest bearing and settled on 30 day terms. The fair values of the payable amounts
above approximate to their canymg amount . -

Note 17. Issued share capital

2018 2017
. £ 3
Allotted, called up and fully pald _ ,
1,000 ordinary shares of £1 each . . 1000 1000

The total authorised number of ordiﬁary shares is 1.000 sh‘ar'a‘s’ (2017: 1 000 shares).

Al issued shares are fully paid and have equal rights to vote at general meetings and receive dividends.
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Note 18. Financial risk management objectives and policies

The Company's financial assets and liabilities are as outlined below.’

2018 2017
£ ‘ £

Financlal assets v .
Other noncurrent assets T 970 339 1120139
Accrued revenue : : : 3313462 4587 714
Trade Receivables ' 8713347 11832 894
" Arnounts owed by group undertakings (note 20) - 5949281 ° 61691318
Total ' : 18 946 429 79 032 065

Financlal liabifities .

Trade payables ' ‘ 1363 539 1691743
Arﬁounts owed to group undertakings (note 20) 25 271 397 ' 35 102
Social security ahd other taxes 1 853 351 . 2887171
Accrued salaries C v 2083100 - 2346975
Accrued expenses : ' © 178 446 6877 196
Finance lease liabity ‘ , . - 297 508
Deferred fiabiiity ' - . 7322978 2895282

47 082 811 17 010 975

Capital management '

The capital managemem of the Company is considered as pan of the capital management of the Spohfy :

Technology S.A. Group. The Spotify Technology S.A Group aims to ensure that the capital in Spotify Limited is

sufficient o stipport its business and maximize shareholder value, The wpnal of the Company is considered to
~be total shareholder funds

The Company’s exposure to credit risk, fiquidity risk and market risk Is managed by the Directors of the Company .
and has been assessed as set out below. -

Credit risk

The Company seeks to minimize its exposure to credit risk by only trading with established companies and
-performlng credit checks as appropriate. The carrying amount of financial assets recorded in the financial
statements représents the Company's maximum exposure to crédit risk without taking account of the value of any
collateral obtained. v

Credit risk is the risk of financiat loss if a customer or contracting party of a financial instrument fanls to fulfill- his
contractual duties. The Company endeavars- to ensure that services will only be rendered to customers of an
appmpnate credit standing. The credit risks, the way they arise as wall as the targets, policles and pmoedures for
constant monmonng of the risks and the credit risk assessment methods remained unchanged during e finandial
year.
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Note 18. Financial risk management objéctives and policies (cantinued)

Financial essets that were past due or impaired at 31 December.2018 end 2017 respecﬁv’ely are detailed in the
tables below '

Maturity analysis of trade recelvables and accrued revenue as at 31 December 2018 and 31 December 2017:

\

Net Impairment ©. . Net  Impairment
2018 2018 2017 2017
g e £ £
Not yet due : - 7298 845 - 6178 782 o
Overdue 0~ 90 days 2502 402 . ' - 5044 577 -
Overdue 91 - 180 days © 669670 - 2 468 946 -
Overdue 181 ~ 380 days 827 247 _ - 1042 456 .
_ Overdue for more than 1 year 728845 - . 1485847 o=
Total , 12026809 . 16220809 -

All “Other non-current assets® are not yet due as of year end and impairment test shows that no assets need to
be impaired. . : : '

" Amounts owed by group undertakings are due oﬁ demand and no provision is held against these tems.

Changes in value adjustments of trade receivables: :
o ‘ 2018 2017

£ £
Carrying amount at ¥ January ‘ . ' - : 1447 035
Confinmed bad debt , o . » -
Chargel(cradit) for the year R L = (1447035
Carrying amount at 31 December _— ‘ s
The carrying amount of financial assets corresponds to the maximum credit risk.
Maximum credit risk as at 31 December 2018 and 31 December 2017
2018 S 2017
£ ) £
Other non-curent assets R 970339 1120139 -
Actrued revenue - ' , 3313462 © 4587714
Trade Receivables : ' _ . 8713347 11832 894
Amounts owed by group undertakings (note 20) 5949281 61691318

" Total ' ‘ ‘ 18946429 79032085
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Note 18. Financlal risk management objectives and policies {continued)
Liquidity risk '

Liquidity risk is the Company’s risk of not being able to meet the short term payment obligations due to
insufficient funds. The Company has internal control processes and contingency plans for managing liquidity risk.
The liquidity management takes Into account the maturities. of financial assets and financlal liabilities and .
estimates of cash flows from operations

At 31 December 2018 the Company held a cash and cash equtvalents overdraft amounting to £nil (2017 £87 678
147).

The tables below show the confractuafly agreed (undiscounted payments) regarding financial liabilities. All
amounts in foreign currencies were translated at the exchange rate at the balance sheet dats.

Carrying Contractual Due In
amount " cashflow 012 months
£ £ £
As of 31 December 2018 ) )
Trade and other payables : 39 759 833 39769 833 39 759 833
As of 31 December 2017 o '
‘Trade and other payables ~ 13 818 187 13818 187 13 818 187
Carrying Contractual Duein
amount cashflow = - 0-12 months
£ ‘ £ . £
As of 31 December 2018 , .
Shart term payables to related parties. - ' 25 271 397 25271397 25271 397
Carrying Contractual Due in
amount cash flow 0-12 months
i . £ £ £
As of 31 December 2017 .
Short term payables to related parties 4 _ 35 102 35102 . ‘ 35 102' -

The carrying amounts of the Company’s ﬂnancta! assets and habnlmes approxlmate farr value due to their
relatively short maturities .

- Foreign cumrency risk .

The Company operates intemationally and is exposed to ‘foreign currency exchange fisk arising from various -
currency exposures, primarily with respect to GBP and EUR. The Company is not exposed to forelgn currency
risk as this is taken by Spotify AB as part of the transfer pricing agreement.

Inrerest rate risk

Interest rate risk Is the posslbility that changes in interest rates will resuit in_higher financing costs or reduced
incomie from the Company's interest bearing financial assets and labifittes. The Company has fixed interest
income and éxpense on financial liakiflities. As this is fixed interest there is no risk associated with changes In
interest retes. The interest rate risk arising on interest Income is immaterial and the Company does not cunently
consider it necessasy to actively manage interest rate risk.
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Note 19. Obligation under operating lease
Operat{ng under leas‘es where the Company is the lessee.

The Company has entered into commercual laases on oertaln propemes There are no restnctvons placed upon :
‘the lessee by entering info these leases. .

Future mimmum rentals payable under non-cancellable operatmg leases are as follows:

2018 . 2017

£ ] £

Nolaterthan tyear ' o 3816856 2000 394
After one year but not more than 5 years ‘ 26 119100 27 987 967
Lateér than & years : . 23308360 34 664 208

53333 316 64652 659
Note 20 Related partles transachons

The Company i ls ccntrolled by Spotify AB: This Company controls 100% of the Company’s ghares.

{a) Sales o ] )
2018 2017
A Parent entity: - , £ £
Spotify AB (services and royalty) _ - 53 148 739 . 122362277,
' | | | - 53148735 122362277

“Total

(b} Year end balances arising from séles of goods and purchases of goods/services '

Short term receivables from related parties C 2018 ' 2017

| s : . : .
Receivables from Parént: .
Spotify AB - o : | 5949281 - 61691318
Total . , 7 semzet 61691 318
Short tenmi payables to related parties - ' A . 218 L2047

L o : £ B

Payables to Pére'nt': . ‘ ’ A
Spolify AB © o - . 25271397 35102

Total I : . 28271397 . 35102

There are no provisions for related parties’ receivables in 2018 and 2017.
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- Note 21. Ultimats parent undertaking and controlling party

Spolify d. is a wholly owned subsidiary of Spotify. AB incorporated In Sweden. Spotify Technology S.A
lncomomted in Luxembourg is the ultimate parent undertaking and the controfiing entity. it is also the parent
undertaking of the largest and smiallest group of undértakings of which the Company Is a membsr and for which
group financial statements are drawn up: Copies of the financial statements of Spotify Technology S.A can be
obtained from the Company secretary at 18 rue de I'Eau L-1449 Luxembourg



