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vs. 
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Exhibit B-1 

1 "Spotify: A Global Streaming Leader" 

2 "Spotify Showing Momentum Ahead of Possible Listing" 

3 "Exclusive Report: Spotify Artist Payments Are Declining in 201 7, Data Shows" 

4 "Spotify Research Report: The Rock Star of Streaming Services" 

5 TuneCore Blog: How We're Getting Your Mechanicals From Streams" 

6 "Spotify Hit With $150 Million Class Action Over Unpaid Royalties" 

7 "Publishers Said to Be Missing as Much as 25 Percent of Streaming Royalties" 

8 "Independent labels claimed 35% market share in the US last year ... by ownership" 

9 "Understanding and Measuring the Illiquidity Risk Premium" 

10 "Pandora Media Corp- Spotify Sub Leap Evidence of Expanding Market For On
Demand" 

11 "US' Music Streaming Royalties Explained" 

12 Consolidated Financial Statements as of December 31, 2016 and Independent Auditor's 
Report 

13 "Exclusive Report: Spotify Artist Payments Are Declining in 2017, Data Shows" 

14 "Independent labels have a 37.6% global market share, says new report" 

15 "An International Legal Symposium on the World of Music, Film, Television and 
Sport: Enterprise Valuation" 

16 "A Primer for Valuation of Music Catalogs" 

17 "Music Publishing's Steady Cash Lures Investors" 

18 "Spotify, Valued at $13 Billion, to Launch Direct Listing on NYSE: Sources" 

19 "Inside Spotify's Financials: Is There a Path to Profitability Or an IPO?" 

20 "Global Music Investing 2.0: More Options= More Subs" 

21 "Spotify's Product Roars Ahead Amid Business Model Challenges" 

22 "Streaming Music Topic Primer" 

23 "Mechanical and Performance Royalties: What's the Difference?" 

24 "64 Amaxing Spotify Statistics and Facts (October 2017)" 

25 "Apple Music Saw Over 40M Users On Mobile Last Month, Leading Spotify by 1 OM" 

26 "Big Publishers Feeling Cheated After Spotify's Small Publisher Deal" 

27 "Spotify Now Processes Nearly lBN Streams Every Day" 

28 "Spotify's Losses Grow Despite Revenue Doubling in 2012" 

29 "The Spotify Settlement with NMPA: What it Means for Music Publishers" 

30 "Spotify Music-Streaming Service Launches in U.S." 

31 "Spotify vs. Apple Music: Which Service is the Streaming King?" 
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Numero RCS: 0123052 
Reference de depot : Ll 70099844 
Depose et enregistre le 15/06/2017 

E)spotify 
SpotllJ TecJuHv s.A. 
42-•4' avenue de la Gan 

L-1610 Lnemboul'I 

R.C.S. Luemboal'I B 12JOS:Z 

Comolldated ftnaoelal atatemena 
u at December 31, 2016 

and 
Independent auditor's nport 
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Spotify Technology S.A. 

The company ill Incorporated in Lu1.embouf'I. 

Company number: 

Regl&tered olftee: 

Current dincton: 

Aadlton: 

B 123052 

42-44, avenue de la Gare 
L-1610, Luxembourg 

Daniel Ek 
Martin Lorentzon 
Klaus Hommels 
Pll'·IOrgen Plrsson 
Sean Parker 
Ted Sarandos 
Christopher Marshall 

Ernst& Young SA 
35E, awnuo John F. KeMedy 
L-1855 Luxembourg 
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. I . 
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SPOTIFY TIECHNOLOGY S.A. 
SOC:IETIE ANONYME 

REGISTERED OFFICE: 42-44, AVENUE DE LA GARE 
L-1610 LUXEMBOURG 

R.C.S. LUXEMBOURG B 123 OS2 

Management report from the Board or Dlrecton on the consolidated financial statements ror the year ended D"ember 31, 
2016. 

LuKembourg, 22 May 2017 

Dear Shareholder, 

We have called you to a General Meeting with a view to submitting for your approval the consolidated financial statements of 
Spotlfy Technology S.A. (the "Company'') and its subsidiaries (the "Group" or "Spotlfy") For the year ended December 31, 2016, 
which arc annexed to this report as an essential component. 

This ls Spotlfy 

Spotify is a digital music sel'\lice that provides on-demand access to a catalogue or more than 30 million tracks. Our dream is to 
make all the world's music available instantly to everyone, wherever and whenever they want it. This is an audacious goal and one 
that reflects our high ambitions in what we set out to do, 

Spotlfy is available as an ad-supported, free to the user service on all plalForms - desktop, tablet and mobile. Spot\fy premium is our 
paid-For service and the ultimate music ex.perience. Paying customers are able to listen on-demand and offi!ne on all platfonns, in 
high qual!ty audio, with no ads. 

Spotify makes it easy to discover, manage and share music with friends, while making sure that artists, songwriters and other rights 
holders are IB!rly compensated. We license and aggregate music from content owners, paying royalties to rights holders who in tum 
distribute these eamings to the creators of the music - the artists and songwriters themselves. We focus on constantly and 
consistently innovating to provide the best music product possible, with the overarching objective of driving more people to listen 
to more music. 

We believe people should be able to enjoy music however and wherever they want, so we work with media and platform partners 
to both market and distribute our service - from media, technology, events and brand partners through to the telecoms, television, 
speaker hardware and automotive industries. 

We believe our model supports profitability at scale. We have already proven that we've created real value for our users, and we 
know that the more time people spend wl1h our product, the more likely they are to become paying subscribers. We beJieve we will 
generate substantial revenues llll our reach expands and that, at scale, our marglns wlU Improve. We will therefore continue to Invest 
relentlessly in our product and marketing initiatives to accelerate reach. 

Music hllll mass market appeal - and as such, we believe we are just at the beginning ofa much larger market opportunity, benefiting 
from stgnlficant first mover advantages. Subscription-only models have not yet proven scale and free user models, whilst scaling, 
have not proven a path to profitability. Spotify has the combined power of both. ' 

Review or ba1lne11 and reaaltl: 2016 

Our premium revenue and ad revenue increased !!2% and !!0%, respectively, year over year, and the number of monthly active users 
and paying subscribers increased from 91 million at the end of201!i to approximately 126 million by the end of 2016, and paid 
subscribers increased from 28 milllon to 48 million. 

We raised $1 billion from institutional investors. We raised this cash to ensure we have the flexibl\ity to continue to invest and be 
opportunistic regardless of the state of the capital markets. 

Our launch ofthe global new fimily plan resulted in strong subscriber growth. However, this strong growth did not materially 
impact revenue performance in the year llll it was pllriially offset by the price reduction on the existing fimily plan subscriber base. 
We also had a strong intake or our holiday and summer campaigns, adding subscribers worldwide, in line with 20 l .5. 

- 2. 
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During the year we introdueed Mobile Overlay ad unit and we now have a full suite of mobile od offerings from audio, video and 
display creatives. We also launched sponsored playllsts our first truly native ad offering 11nd Programmatic Audio, a first to 
mark.et global product that completes our program malic offering from dlsp I ay, video and now audio. 

The Group launched In Japan, which Is the second biggest music market in the world, which we hope to be a meaningful contributor 
to revC11ue and subscribers In lhe future. 

Ann u 111 ove rvlew 

Revenue ('OOOs) 
_,_ ~9J6____ 2015 __ 20.!L._ 

€ 2,933,.504 € 1,928,.548 € 1,084,788 

The Group showed a grOS9 profit of€450.5 million compared to a gross proflt last year of€264.5 million, This was primarily 
attributable to an increll!le in revenue from €1 .9 billlon to €2.9 blllfon, 

The Operating loss for the year ending 2016 amounts to €349.4 million compared to €236.3 million la9t year. This Is explained by 
substantial investments that have been made during the year, mostly in product development, intematiornd expansion, end a general 
increase in personnel. 

Our Net loss for the year ending 2016 amounts to €.539.2 million compared to €231.4 million lllllt year. The increase over our 
operating loss primarily relates to the cost of debt end the impact of foreign exchange rates on our debt and investment!. 

The Group hu restated its previously issued consolidated st al.em ent of operations, consolidated statement of comprehensive Income, 
consolidated statement of flnancial position, consolidated statement of changes in equity, and consolidflted statement of cash flows 
at December JI, 201 .5 and December JI, 2014 and forthe ye&r.1 then ended. The Group Identified various misataicments relating to 
prior year financial statements. These errors have been corrected by restating each of the affected financial statement tine items for 
the prior periods. Further information on the restatement are glv1::n in note 4 ofthe consolidated finwiciol statements. 

The Company did not repurchase any of its own shares and no dividends were declared during the years 201!1and20!6 .. 

Slgntracant events In 2017 

In February 2017, the Group entered into a 17 year operating lease agreement to ocx:upy approximately 380,000 square feet of 4 
World Trade Center in New York, New York, United States of America, The tclal estimated ba!le rent payments over the life of the 
lease are approximately€480 million. The Group will also incur costs to build out the floors to its specifications. We have committed 
approximately €26 mlllion for a letter of credit as security on Iha lease. 

Subsequent to year end, the Oroup completed acquisitions of four privately held compan!os for cash and stock total Ing approximately 
€39 million. 

Subsequent to year end, the Group signed multi-year license agreements with certain music labels and publishers. Included In these 
agreements are minimum guarantee commitments ofapprox!mately €2 billion fur royalty payments over the next two years. 

Prlnclp11.I rlsk1 and uncertainties 

Streaming music is 11.11 emerging mark.et, wh.ich makes it difficult to evaluate our current and future prospects. We illce slrong 
competition both for useB, listening hours, and advertiser spending, and we faoe 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 
righls holders in order to provide our service. We are dependent on attracting and retaining usm, 11.nd on successfully selling 
advertising and converting users to become paying subscribers, in order to generate sufficient revenue to be profitable. We depend 
on key pcnonnel to develop great products and service5, as well as to operate our business, and if we are uneble to retain, attract, 
and integrate qualified personnel, our ability to successfully grow our business could be hanned. lfwe canncl maintain Spoticy's 
culture as we grow, we could lose the innovation, teamwork, and focus thlll contribute crucially to our business. 

Financial Risk Maa.gement 

Our opemtlons are e.kposed to flnWlcing and financial risks, which are managed under the control and supervision of the Boord of 
Directors of the Company. To manage these risks efficiently, we have established guidelines In the form ofa treasury policy that 
serves 11s a framework for the daily financial operations of the Group. The treasury poltcy stipulates the rules and llmitations for the 
management of financial risks throughout the Group. 

Financial risk management Is centralized within Group Treasury who is responsible for the management of financing and financiel 
risks. Group Treasury manages and executes the financial management activities, including monitoring lhe exposure of financial 
risks~ cash management, and maintaining a Uquidity reserve, and it provides certain fi.mmcial services to the entities of the Group. 
Group Treasury operates within the limits and polides authorized by the Board ofDirecton. 

-3-
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Further information on Hnanclal risks and our management of them aro given in note 23 of the consolidated flnanc!al statements. 

TecllnOIOlf •DCI development 

The Group Intends to oontJn11e maklns significant Investments in developing new products and anhanoina the functionality of our 
exisdng product. Prod11.ct development expenses are primlll'lly comprised of casbl incurred for development of products l"lllaled to 
the Oroup's platfunn and service. as well u new advertising products and lmprovem ts to the Croup's moblle application, website, 
"'\ ~m ~::::· The ""'' incurred include relBt<d cmployoe componsotion n bonoRts, flwility '°"'• and oon•uitlng '"ts. 

oanGk 
AD rcittor 

-4-

Case 1:16-cv-08412-AJN   Document 288-4   Filed 11/13/17   Page 10 of 72



Table of contentll 

Page 
Independent auditor's report................................................................................................................................................... 6 
Consolidated statement of operations..................................................................................................................................... B 
Consolidated statement of comprehensive income/(loss) .• _ ................ : •• -.• -..... _ ....... _ ........ .- .... _ ............ _ ...................... ,,,,,,,,,,_ .... .-... .-,.. 9 
Consolidated statement of financial position......................................................................................................................... 10 
Consolidated statement of changes in equity/( deficit) ....................... -.••• _,, ... _,;,, ................................. _ ... .,_ ............ _...................... 11 
Consolidated statement of cash flows.................................................................................................................................... 12 
Notes to the 2016 consolidated financial statements.............................................................................................................. 13 

Case 1:16-cv-08412-AJN   Document 288-4   Filed 11/13/17   Page 11 of 72



EY 
Buildlnq a better 
working world 

Ernst & Young 
Societe anonyme 

35E, Avenue John F. Kennedy 
L · l 855 Luxembourg 

Tel: +352 42 124 l 

www ,ey, corn/luxembourg 

Independent auditor's report 

To the Shareholders of 
Spotify Technology SA 
42-44, avenue de la Gare 
L·1610 Luxembourg 

Report on the coneolidatad financial atatements 

B.P. 780 
L ·2017 LuxemoourQ 

R .c.s. Luxembourg B 47 771 
TVA LU 16063074 

Foil owing our appointment by the General Meeting of the Shareholders dated 21 April 2016, we have 
audited the accompanying consolidated financial statements of Spotify Technology S.A., which comprise the 
consolidated statement of financial position as at 31 December 2016, the consolidated statement of 
operations, the consolidated statement of comprehensive incomel(loss), the consolidated statement of 
changes in equity/( deficit), the consolidated statement of cash flOW"S for the year then ended, and a summary 
of significant accounting policies and other explanatory information. 

Board of Directors' responsibility for the consolidated financial statements 

The Board of Directors is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with International Financial Reporting Standards as adopted by the European 
Union and for such internal control as the Board of Directors determines is necessary to enable the 
preparation and presentation of consolidated financial statements that are free from material misstatement, 
whether due to fraud or error. 

Responsibility of the "rtJviseur d'sntreprises agrell' 

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. 
We conducted our audit in accordance with International Standards on Auditing as adopted for Luxembourg 
by the "Commission de Surveillance du Secteur Financier''. Those standards require that we comply with 
ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the 
consolidated financial statements are free from material misstatement. 
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EV 
Building a better 
working world 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements. The procedures selected depend on the judgement of the "r6viseur 
d'entreprlses agree", including the assessment of the risks of material misstatement of the consolidated 
financial statements, \Nhether due to fraud or error. In making those risk assessments, the "r6viseur 
d'entreprises ag~e~ considers internal control relevant to the entity's preparation and fair presentation of the 
consolidated financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal 
control. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by the Board of Directors, as vvell as evaluating the overall 
presentation of the consolidated financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Opinion 

In our opinion, the consolidated financial statements give a true and fair view of the financial position of 
Spotify Technology S.A. as at 31 December 2016, and of its financial performance and its cash flows for the 
year then ended in accordance with International Financial Reporting Standards as adopted by the 
European Union. 

Emphasis of matter 

Without qualifying our opinion, we draw your attention to Note 4 Correction of errors which provides details 
of the impact arising from the restatement of comparative information. 

Report on other legal and regulatory requirements 

The management report, which is the responsibility of the Board of Directors, is consistent with the 
consolidated financial statements and has been prepared in accordance with applicable legal requirements. 

Luxembourg, 22 May 2017 

Ernst & Young 
Societe anonyme 

Cabinet de revision ag~ 

( 

c~I v 1, \ 

Aine Hearty 
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Con5olld11ted atatement of oper11tions 

for the year ended December 31 
(ill i:' tho11sands except per share data) 

201!1 1014 
~!!l,L .. -. Jlllii_ Resll!IC:d_• _ - R~.•l•I~ 

Rev~nue 6 2,933,504 1,928,548 1,084.788 
Cost of revenue 2..182,<)7) l,M•l.085 _ l_I0,500 
GroH profit 450.531 264,463 174,288 

Product development 206,853 136,!07 114,248 
Sales and marketing 417,9L I 258,723 184,009 
General and administrative _1] 5-\,p 9 - _ _ J0~ .. 926 67.1~ 

- .. .}9~,943 --~!m.756 365,422 
Operating lou (349,412) (236,293) (191i134) 

Finance income 9 152,399 3S,7S6 28,539 
Finance costs 9 (336,632) (26,239) ( 19.450) 
Share in earnings of associates and joint ventures (2~054) - ............. 207 (435) 
Finance income/(cosf-9) - net (186.287) --~.t724 8.~!54 

Loes before tu (535,699) (l26,~69) (182.48{1) 

Income tax expense IO 3,SJJ __ 4.812 .... ~ ... _M4~ 
Net loH attribut11bl1 to mrnen of the parelft (!539,110) (l~t.381) (188.lll) 

Nitt ross per share attributable to uwnen oUhe parent 
Basic and diluted 11 (145.38) (65.20) (:S5.99) 

Weighted~aver1ge ordinary •h11re9 outstanding 
Bosic and diluted 11 3,709 3 549 3,360 

"' Refer lo note 4. 

The aa;ompanying notes are an integral port ofthc.o;e consolidated finonciol stntc:mcnl'i. 
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Consolidated statement or comprehensin I ncome/(lon) 

for the year ended December 31 
(in €thousands) 

Net loss attributable to owners of the parent 
Other comprehensin lncome/(loss): 
Items that may be subsequently reclassified to consolidated 

statement of operaJfons (net qf tax): 
Loss in the fuir value of available for sa.le financial 1.1ssel:s 
&change differences on translation of foreign operations 
Other comprehensive income/(loss) for the year {net or ta~) 
Total comprehensive IOSI for the year attributable to owners of 

the parent 

Refer ro nore 4. 

13 

''''''''' 2016 
(539,210) 

(4, 175) 
(13.295) 
(17,470) 

i~~6.680) 

201!! 

(231,381) 

502 

'°2 

{130 •. ~72,l 

The accompanying notes are an integral part of these consolidated financial statements, 

2014 
_Re~tateci•_ .... 

(188,122) 

__ _!,956 

1.9~ 

086.166\ 
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Consolidated statement of financial position 

As at December 31 
(in €thousands) 

Assets 
Non-current assets 
Property and equipment 
Intangible assets including goodwill 
!nvestment in !l!lsociates and joint ventures 
Restricted cash 
Other non-current asset!! 
Deferred tax assets 

Current assets 
Trade and other receivables 
[noome tax. receivable 
Short term investments 
Cash and cash equivalents 
Other current assets 

Total assets 

(Deficit)/Equit)' and liabHitles 
(Deficit)/Equity 
Shan: capital 
Other paid in capital 
Other reserves 
Accumulated deficit 
(Deficit)/Eq11ity attributable to Owllers or parent 

Non-current liabiflties 
Convertible notes 
Accrued expenses Md other liabilities 
Provisions 
Deferred tax liabilities 

Current liabilities 
Trade and other poyahles 
Jncomc tax payable 
Deferred rcvc:nuc 
Accrued expenses and other liabilities 
Provisions 
Derivative liabilities 

Total liabilities 
Total (deficit)/equity and liabilities 

,. Refer to note 4. 

_ Not\! __ 

ll 
13 
26 
14 

JO 

lS 
10 
23 
23 

16 
16 
16 

18, 23 
ll 
22 
10 

19 
10 
20 
ll 
22 
23 

2015 
---~J.§. ... __ K£!1Dttd• 

84,839 81,094 
79,752 73,151 

1,430 
21,170 19,956 

1,728 458 
_,,,,., __ 3.177 4 47.~ 
_,_ !90,666 --~~()~'-

299,654 244,298 
5,841 2,780 

&30,285 
754,904 597,392 

17,897 25:773 
1908 s.u __ ,,,,___!TI!,243 
l.099!247 1,0502802 

94 91 
829,608 796,853 
121.629 85,451 

{11193,713) -.-.J~~~Q}.) 
____j742 ,J82) 227,891 

1,106,354 
10,000 16,130 
3,660 8,331 _ _ .__ft 

__ 1,120,063 H.1461 

201,464 119,141 
5,675 5,338 

150,646 91,894 
672,766 484,554 
57,350 l.S, 142 

_J~~.l.665 ..... _ .. 82,380 
1 12211~66 ....... ,_ .. 798,449 

... 2.~Ht,§~9 8~~.910 
2,099,247 I ,()5'0,802 

'Ille accompanying notes are an integral part of these consolidated finMcial statements. 

- 10 -

As iit ,J!lnuary 
" .. ,J,lOJ~ _ 

50,710 
58,529 

9,310 
740 

3,906 
__ 1_23,19.5 

135,483 
1,036 

206,492 

--- ·-~,!4~ 
35Ji~~. 
474iJ48 

8.S 
404,153 
55,024 

__ (~2.J,J.7?) 
36,140 

11.690 
2,090 

160. 
__ 13,940 

105,952 
I 1,509 
62,688 

221,374 
16,139 

·- -- .... ...!~&0.6 . 
" ·-·- - 42~1~§.~. 

- " 4~!J,2()8 
474,348 
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Consolidated statement of cbnges In equity/(deOclt) 

(int.' thousands, e.xcept share i11farmati01~ 

Number of Other ( DcCitil)/tq uil y 
ordinary Share paid in Other Actumulated Altrlbu la ble to 

_ Nott' __ shn,!Jlt ...... _capitol Capitnl _ l(ttel'\'1?1 _,l>efl~!~ ~Wll~l'S o.ff_l!,1'4!U! 

Balance at January I, 2014 3,137,~76 81 l9J,5t9 35,364 (127,418) 101,S46 
Adjwtment on correclion of errors (n.et of t11x) 4 (10) - (7,582) (7,5~2) 

""'"-''··-·-·--4" " """'-·"'·-
Billance at JllnUitry I, 2014, aa restated* 312371576 81 2931519 J51354 ~235,1100) 93,954 

Loss for the year (188, 122) (188.122 t 
Other 1,'Umprehen.~ive income 1.956 1,956 
Cssuance of shares upon exercise of stook. options 16 29,117 I 7,593 7,594 
lssu11ncc of i;haces. ntt of cos" 16 66,225 2 58,425 58.427 
Issue of ordinlll'y Rhan:s related lo busine~s 

combi11.11tion 5 61,897 44,571 44,572 
Share-based payments 17 45 17,125 17,170 
Income tax impact associetc:d with share·bllSed 

paynu:nb 10 ~89 --~ 
Bal1nce at Dec~911ber JI, 2014,., '"taud• J,J94,81S 85 404,ISJ ss1e24 (423.121) 361140 
Loss for the year (231.381) (231 ,381 } 
Other comprehensi~ income 502 502 
Issuance of shares upon exercise of stock options 
and restricU:d stock units 16 20,574 6,019 6,019 
ls~uance of shW'es, net of c:u~t9 16 237, 122 6 J86,681 386,687 
Share-besed p<1yments 17 28,633 28,633 
Income tax impact associated with share-bis.1cd 

payments IO -- -·-- - -- _1_,2~1 --- .. -·-· ... _,_,_J.~i 
Balance at December 31, 2015, 1s rettated"' 3,652,511 91 796,853 85,451 ~654,50J) 227,892 

Loss for the year (5J9,210) (539,210) 
Other comprehensive loss (17.470) 07.470) 
lssu1111ce of shares opon exercise of stock options 
und restricted stock units 16 95,589 3 32,755 32,758 

Shan:-flased payments 17 53,360 53.360 
Income tax impact associated with ithatc-bllsed 

payments 10 - ---
___ .., .. 

·-···-21! .. .......... - - ............ - - . 28.8. 
Balitnce at Dec~mber 31, 2016 3,748.JOO 94 829,608 121,629 (l,19J,71J} (242,382) 

* Refer to nole 4. 

The eccomponying notes ore an integral part of these consolidated tinWlciel stwements . 

. II . 
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Consolidated statement of cash nows 

for the year ended December 31 
(in €thousands) 

l015 2014 
_ Not.: ~9..!§ _ _R~ll!.t~ Rtsta le~.~--

Operating activities 
Net loss (539,210) (231,381) (188, 122) 
Aqjuslments to reconcile net lo.<>s to net cash flows 

Depreciation of property and equipment 12 32,244 25,973 15,730 
Amortization of intangible assets 13 5,665 4,157 3,423 
Share-based payment transaction expense 17 52,880 28,149 16,976 
Impairment loss on trade receivables 15 18,369 6,693 3,252 
Loss on disposal of equipment 12 842 359 
Finance income 9 (152,399) (35,756) (28,539) 
Finance co~ts 9 336,632 26,239 19,450 
Income t1:1x expense to 3,511 4,812 5,642 
Share in earnings of associates and joint ventures 2,054 (207) 435 
Net foreign exchange (gains)/losses 42,028 (33,098) (35,260) 

Changes in working cttpital: 
Increase in trade receivables and other assets (63,282) (128,489) (39,502) 
Increase in trade and other liabilities 243,895 250,608 161,249 
lncreasc/(dccreasc) in deterred revenue 77.862 26,355 (4,881) 
Increase in provisions 38,079 20,456 444 
Interest received 4,883 1,501 l,356 
Interest paid (214) (630) (1,857) 
Income tax paid __ (_~019) _ J].508) __ (1 673) 

Net cash tlow11 from/(used in) operating actMties -- 99_&20 __ _ (J~~-~) _ __ (Nt~H8) 

Investing activities 
llusiness combinations, net of ca.sh acquired. ! (6,580) (7,259) (2,053) 
Investment in associates and joint ventures 16 (624) (479) 
Purchase of equipment 12 (26,555) (44,254) (15,649) 
Purchase ofintangibles 13 (3,042) (4,958) 
Purchase of short term investments 13 (l,397,225) 
Soles and maturities of short term investments 13 608,505 
Change in restricted cash 14 (771) (10,395) (3,68~) 

Change in other non-current assets __ ,,.,,,,_ ,,,.,,_ 167 
Net cash nows used in investing actil1ities __ (826,291) -···-····.;.(~45) __ (~,llJ) 

Financing activities 
Finance lease payments (5,356) (4,434) (801) 
Proceeds from issuance of convertible notes, net of costs 18 861,301 
Proceeds from issuance of new shares, net of costs 16 474,476 58,427 
Proceeds from the issuance of warrants J6 26,872 
Proceeds from exercise of share options 17 3.?.,758 6,019 7.594 
Net cash. now from financing 11ctivities - __ill.~.7.~ 476,06J - 6!5,220 

Net increase/(decrease) in cash and cash equivalents 189,103 370,590 (29,521) 
Cash and cash equivalents at January 1 23 597,392 206,492 217.968 
Net exchange gains!(losses) on cash and cash equivalents (31,591) ~.310 ---.I~J.9..4.~ 
Cash. and cash eq uivafents at December 31 23 7541904 3971392 2061492 

Refer lo note./. 

The accompanying notes are an integral part of these consolidated financial statements 

• 12 -
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I. Corporate informetion 

Spotify Technology S.A. (the "Company") is a private limited company incorporated and domiciled in Luxembourg. On March 15, 
2016 the Company moved its registered office from 18, Rue de l'Eau, L-1449, Luxembourg to 42-44 avenue de la Gare, L1610, 
Luxembourg. 

The principal activity of the Company and its subsidiaries (the "Group'') is the operation of a digital music and media platform 
providing instant access to mitlions of songs through high-quality mobile, tablet, desktop, and other device applications including 
game consoles, car audio systems, and connected speakers. Consumer.> can download the Spotify application to access a catalog of 
music and non-music content through a unique streaming protocol. Spotify is available either as a free-to-user, ad-supported service, 
or as a pa.id-for subscription service. The Group depends on acquiring content licenses from a number of major and minor content 
owners and other rights holders in order to provide its service. 

The consolidated financial statements of the Group for the year ended December 31, 2016 were authorized for issue with a resolution 
of the directors on May 22, 2017. Under Luxembourg law the consolidated financial statements are approved by the shareholders at 
the annual general meeting. 

2. Summary of significant accounting policies 

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

(a) Basis of preparation 

The consolidated financial statements of Spotify Technology S.A. have been prepared in accordance with International Financial 
Reporting Standards ("IFRS") as issued by the International Accounting Standards Board ("TASB"). The consolidated financial 
statements are also in compliance with IFRS as endorsed by the European Union ("EU") for all periods presented. 

The consolidated financial statements have been prepared on a historicnl cost basis, except for available for sale securitles, convertible 
senior notes ("convertible notes"), and derivative financial instruments, which have been measured at fair value. The preparation of 
the consolidated financial statements in conformity with IFRS requires the application of certain critical accounting estimates. It also 
requires management to exercise its judgment in the process of applying the Group's accounting policies. The areas involving a 
greater degree of judgment or complexity, or areas in which assumptions and estimates are significant to the consolidated financial 
statements, are disclosed in note 3. 

The consolidated financial statements provide comparative information in respect of the previous periods. Further, the Group presents 
an additional statement of financial position at the beginning of the earliest period presented when there is a retrospective application 
of an accounting policy, a retrospective restatement, or a reclassification of items in the consolidated financial statements, An 
additional statement of financial position as of January 11 2015 is presented in these consolidated financial statements due to the 
correction of errors retrospectively. See note 4. 

(b) BHis of consolidation 

Subsidiaries are all entities over which the Group has control. The Group controls an entity when the Group is exposed to, or has 
rights to, variable returns from its involvement with the entity and has the ability to affect those returns through its power over the 
entity. Subsidiaries are consolidated from the date on which control is transferred to the Group. They are deconsolidated from the date 
that control ceases. 

(c) Investment in associates and joint ventures 

An associate is an entity over which the Group has significant influence but not control or joint control over those policies. 

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement have rights to the net 
assets of the joint venture. Joint control is the contractually agreed sharing of control of an arrangement, which exists only when 
decisions about the relevant activities require unanimous consent of the parties sharing control . 

. 13 • 
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Notes to the 1016 consolidated financial statements 

The Group accounts for its investments in associated companies and joint ventures using the equity method whereby the investment is 
initially reoognizcd at cost. The carrying amount of the investment is adjusted to recognize changes in the Group's share of nct assets 
of the associat1:3 and joint ventures since the acquisition date. 

The Group determines, at each reporting date, whether there is objective evidence that its investment in its associakd companies or joint 
ventures a.re impaired. I fthere is such evidence, the Group cal cu \ates the amount ofimpainnent as the di ffercnec between the recovcrab k 
wnount and the carrying em ount of the investmc:nt. Any gain or loss resulting from the dilution of the Group's interest in associates and 
joint ventures where significant influence and joint control, respectively, is retained is recognized in the consolidated sta.tement of 
operations in "Share in earnings of associates and joint ventures." 

(d) Foreign currency translation 

Functional and presentation currency 

Hems included in the financial stotcments of each of the Group'fi entities arc measured using the curl'C11cy of the primary economic 
environment in which the entity operates. The consolidated financial statements are presented in Euro, which is the Group's presentation 
currency. 

Transactions and balances 

Foreign curl'C11cy transactions are tJ'l!Jlslated into the functional currency using the exchange rates prevailing at the dates of the 
transactions. Foreign exchange gains and losses resulting from the settlement of such transactions end from the translation ofmonctery 
assets and liabilities denominated in foreign currencies at year-end elCChMge rate.~ arc recognized in the consolidated statc111cnt of 
operations within fimmce income or timmce costs. 

Group companies 

The results and finaneia.l position of all the Group entities that have a functional currency ditlerent from the presentation currency are 
translated inlo Euro !l!I follows: 

Assets and liabilities arc translated at the closing rate at the reporting date; 
Income and expenses for each statement of operation are translated at average elCchange rates, and 
All resulting exchange differences llfe recognized in other comprehensive income. 

Goodwil I 1md fair Ylllue adjustments ll1'isi11g on the acquisition of a foreign operation are treated as assets and I iahi I ities of the operation 
and translated at the closing rate al each reporting date. 

(e) Revenue recognition 

Revenue comprises the fuir value of the consideration received or receivable for the sale of services in the ordinary course of the Group's 
activities. Revenue is shown net ofapplica.ble value-added tax, sales tax, refunds, rebates, and discounts. 

The Group recognizes revenue when all of the following conditions have been satisfied: 

• the a.mount ofrcvenue c1m be measured reliably; 

• it is probable tho.t future economic benefits associated with the transaction will Oow to the Group; 

• the stage of completion oflhe transaction at the end of the reporting period can be measured reliably; and 

• the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 

In certain instances, revenue recognition is impacted by estimates of relative selling prices as well a.~ estimates ofallowW1ces, discnunts, 
and rebates. These estimates are supported by historical data. While management believes that the estimales used an: appropriate, 
differences in actual experience or changes in estimates may affect the Group's future results. 

- 14. 
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Notes to the 2016 consolidated financial statement! 

S11bacrlption revenue 

The Group generntes subscription revenue from the s11.le of premium services compnsmg unlimited music strewning without 
advertisements. Premium services art: sold to direct subscribers and to partners who are generally telecommunications companies that 
bundle the subscription with their own services or collect payment for the standalone subscriptions from their end customers. 

Direct premium services are based on a flat fee and are pai<l in advance. Premium service.'> collected through third parties arc based on 
a flat fee and are paid in arrears. Revenue from these services is recognized on a straight-line ba~is over the subscription period. 

Premium partner services are based on a per-subscriber rate in a negotiated partner agreement and may include minimum guarantees for 
the number of subscriptions that will he purchased from the Group. For partner agreements where lhe minimum guarantee is not met, 
revenue for the difference between the actual subscriptions purchased and minimum commitment amount is not recognized until the 
end of the term. Minimum non-refundable guarantee.~ paid in advance and other adv11ncc payments are deferred and recognized based 
on the number of actual premium partner subscribers. 

Ad\Jertising revenue 

The Group'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 the Group's platform on behlllf 
of the agencies' clients. These advertising arrangements are typically sold on a cost per thousand basis and are evidenced by an Insertion 
Order ("IO") 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 is recognized upon delivery ofimpressions on a proportiomite performance basis. 

Additionally, the Group generates revenue through arrangements with certain supplier support platfurms to distribute advertising 
inventory on their ad exchange platfonns for purchase on a cost per thousand basis. Revenue is recognized when impressions are 
delivered on the platform. 

Barter transactions 

'The Group enters into barter transactions involving advertising services and follows IAS 18, Rewnue and SIC 31, Revenue - Barter 
Transactions Involving Advertising Ser,iices. Such barter transactions should only be recognized if the fair value of the consideration 
received can be measured reliably. The Group did not recognize revenue and expenses for advertising barter transactions as the 
trans11ctions are considered mutually beneficial to both parties and/or the fair value of the consideration received cannot be me!iSured 
reliably. 

Gross l'ersus net 

The Group reports revenue on a gross or net basis based on management's assessment of whether it acts as a principal or agent in the 
transaction. To the ex:tent the Group acts as the principal, revenue is reported on a gross basis. The determination ofwhclher the Group 
acts as a principal or ao agent in a transaction is based on an evaluation ofwheth.er it has the substantial risks and rewards associated 
with the rendering of services under the terms of an arrangement. 

Deferred revenue 

Deferred revenue is mainly comprised of subscription fees collected that have not been reeognizecl and services in which lhe applicable 
revenue recognition criteria have not been met. 

Accrued premium revenue 

Accrued premium revenue relates to the sale of subscriptions to Partner Subscribers or amounts due from third parties who collect on 
th.e Group's behalf, which are invoiced and paid in arrears. Revenue is recognized as the services are performed. 

(f) Business Combinations 

Business combinations W"e accounted for using the acquisition method. Identifiable assets acquired and liabilities assumed are measured 
initially at their fair values at the acquisition date. 

- 15 -
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Notes to the 2016 consolidated financial statements 

lbe excess of the consideration transferred, and the acquisition-date fair value of any previous equity interest in the 1:1cquiree over the 
fair value of the identifiable net assets acquired is recognized as goodwill. 

Acquisition-related costs, other than those incurred for the issuance of debt or equity instruments, are charged to the consolidated 
statement of operations as they are incurred. 

(g) Cost of revenue 

Cost of revenue consists primarily of royalty and distribution costs related to content streaming. The Group incurs royalty costs paid lo 

certain music record labels and other rights holders for the right to stream music to the Group's users. Royalties are calculated using 
negotiated rates in accordance with master license agreements and are based on either subscription and advertising revenue earned or 
user/usage me11sures or a combination oftbcsc. "Cbe Group has certain arrnngcmcnts whereby royalty costs are paid in advance or arc 
subjed: to minimum guaranteed amounts. An accrual is established when actual royalty costs to be incurred during a contractual period 
are expected lo full short of the minimum guaranteed amounts. For minimum guarantee arrangements for which the Group cannot 
reliably predict the underlying expense, the Group will expense the minimum guarantee on !l straight-line basis nver the term of the 
arrangement. The Group also has certain royalty arrangements where it would have to make additional payments if the royalty rates 
were below those paid to other similar licensors (most favored nation clauses). An accrual and expense is recognized when it is probable 
that the Group will make additional royalty payments under these terms. The expense related to these uccruals is recognized in cost of 
revenue. Cost of revenue also includes credit card and payment processing fees for subscription revenue, customer service, certain 
employee compensation and benefits, and facility and equipment costs. 

(h) Product development expenses 

Product development expenses arc primarily comprised of costs incurred for devtlopment of products related to the Group's pla tfbrm 
and service, as well as new advertising products and improvements to the Group's mobile application, desktop, and streaming services. 
The costs incurred include related employee compensation and benefits, facility costs, and consulting costs. 

(i) Sales and marketing npenses 

Sales and marketing expenses are primarily comprised of employee compensation and bcnc fits, c vents and trade shows, public relations, 
branding, consulting expenses, customer acquisition cosl:l, u<lvertising, the cost of working with record labels and artists to promote the 
availability of new releases on the Group's platform, and the costs of providing free and discounted trials of the premium service. 

G) General and administrative expenses 

General and administrative expenses are comprised primarily of employee compensation and bcnetlts for functions such as finance, 
accounting, analytics, legal, humllil resources, consulting fees, nnd other costs including focility and equipment cost~. 

(k) Income tn 

The tax expense for the period comprises current and deferred tax. Tax is recognized in the consolidated statement of operations except 
to the extent that it relates to a business combination, or items recognized directly in equity or in other comprehensive income. 

(i) Current lax 

Current tax comprises the expected tax payable or recei vab!e on the taxable income or loss for the year and any adj ustmcnt 
to tax payable or receivable in respect of previous years. It is measured using tax rates enacted or substantively enacted at 
the reporting date. 

(ii) Deferred lax 

Deferred tax is recognized in respect of temporary differences between the carrying amounts or assets and liabilitie.~ for 
linllilcial repo11ing purposes and the amounts used for taxation purposC.'l. Deferred tax is not recognized for: 

• Temporary differences on the initial recognition of assets or liabilities in a transaction that is not a business 
combination and that affects neither accounting nor taxable profit or loss; 
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Notes to tlte 2016 consolidated financial statements 

• Temporary differences related to in ves lments in subsidiaries, o..~sociat~, and joint ventures to the extent that the 
Group is able to control the timing of the reversal of the temporary differences, and it is probable that they will 
not reverse in lhe foresee11.hle future; and 

• Twrnble temporary differences arising on the initial recognition of goodwill. 

Deferred tax asset8 nre recognized for unused tax losses, unused tax credits, un<l deductible temporary differences to the 
extent that it is probable: that future taxable profits will be available, against which they can be used. Deferred tax assets are 
reviewed at each reporting <late and are reduced to the extent th11t it is no longer probable that the related tax benefit will be 
realized. 

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they revcnic, using 
tax rates enacted or substantively enacted ot the reporting date. '[be measurement of deterred Lax reflects the tax 
consequences that would follow from the manner in which the Group expcds, 11.t the reporting date, to recover or scllle the 
carrying amount of its assets and liabilities. 

Deferred tax assets and liabilities are offiet only if certain criteria arc met. 

(iii) Uncertain tax posilion.v 

In dcterm ining the amount of current and deferred income tax, the Group takes into account the impact of uncertain lax 
positions and whether additional taxes, in1crcst or penalties may he due. This assessment relics on cstimatell and assumptions 
and may involve a series ofjudgmenls about future events. New information may become avwl11.blc that causes the Group 
to change its judgment regarding the 11dcquacy of existing tax liabilities. Such changes to tax liabilities will impacl tax 
expense in the period that such a determination is made. 

(J) Property and equipment 

Property and equipment are stated at historical cost less accumulated depreciation and any accumulated impairment losses. Historical 
cost includes any expenditure that is directly attributable to bringing the usset to the location and condition necessary for it to be capable 
of operating in the manner intended by the Group. 

'Ille Group adds to the carrying amount of an item of property 11nd equipment the cost of replacing parts of such an item ifthe replacement 
part is expected to provide incremental future benefits to the Group. All repairs and maintenance are charged to the consolidated 
statement of operations during the period in which they ure incurred. 

Depreciation is charged so llS to allocate the cost of assets less their resi<luiil value over their estimated useful 1 i ves, osi ng the straight
line method as follows: 

• Property 8Tld equipment: 3 to .5 years 

• Leasehold improvements: shorler of the lease term or useful life 

The assets' residual values, useful lives, and depreciation methods are reviewed annmlily and adjusted prospectively if there is an 
indication of a significant change. An asset's carrying amount is written down immediately to ils recoverable amount if lhe asset's 
carrying amount is greater than its estimated recoverable amuunt. 

G11ins and losses on disposals are detennined by comparing the proceeds with the c11rrying amount and are recognized in the consolidated 
statement of operations when the ll.'lSet is derecognized. 

(m) Intangible assets 

Acquired int11ngible assets other than goodwill comprise acquired developed technology and patents. At initial recognition, intangible 
assets acquired in a business combination arc recognized at their fair value f1li of the date of acquisition. Following initial recognition, 
intangible assets 11rc carried at cost less accumulated amorti1lllion and impiiirment losses. 

lhe Group recogni7.es internal development easts as intangible assets only when the following criteria are met: the technical fe!l.'libility 
of completing the int8Tlgible asset exists, there is an intent to complete and an ability to use or sell the intangible asset, the int.angiblc 
asset will generate probable future economic benefits, there arc adequate reliources available to complete the development and to use or 
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Notes to the 2016 consolid1tted financial statements 

sell the intangible asset, and there is the ubility to reliably measure the e11penditure attributable to the intangible asset during its 
development. 

Intangible assets with finite live.'! are amortized on a straight-line basis over their estimated useful lives, typically 2 to 5 years and are 
usscsscd for impairment whenever there is an indication that the intangible asset may be impaired. The arnorti:zation period and the 
amortization method for an intangible asset are reviewed at least annually. Changes in the expected usefu! !ife or the e11:pected pattern 
of consumption of future economic benefits embodied in the asset is accounted for by changing the amorti wt ion period or method, as 
appropriate, and are treated as changes in accounting estimates. The amortization ofintwtgible El.Sset~ is recognized in the consolidated 
statcrnent ofopemtions in the expense category consistent with the function of the intangible assets. 

(n) Goodwill 

Goodwill is the excess of the aggregate ofthi: consideration transferred and the amount recognized for non-controlling interest over the 
net id en ti fiablc assets acquired and liabilities assumed. Goodwil 1 is tested annually for impairm cnt or more rcgu larly if certain indicators 
are present. For the purpose of impairment tcsling, goodwill acquired in a. business combination is allocated to each of the cash
generating units \'CGUs") that are expected to benefit from the s)'Tlergies of the combination o.nd represent the lowest level at which 
the goodwill is monitored for internal management purposes. Goodwill is evo.lwi.tcd for impairment by comparing the recoverable 
amount of the Group's CGUs to the ca!T)'ing amount of the CGU to which the goodwill relates. If the recoverable amount is Jess than 
the canying amount an impainnent charge is determiucd. 

The recoverable amount of the CGUs is based on fair value less costs ofdhiposal. 'Ille Group bdicvcs reasonable estimates and 
judgments have been used in assessing the recoverable amounts. 

( o) Im pa inn ent of non-financial assets 

Assets that are subject to depreciation or amortization are reviewed for impairment whenever events or cho.ngcs in circumstlll1ces indicate 
that the carrying value may not be recoverable. An impainncnt loss is recognized in the consolidated statement of operations consistent 
with the funl.i:ion of the ~sets, for the amount by which the asset's ciirrying amount exceeds its recovenible amount. 'Ihe recoverable 
amount is the higher of an asset's fair value less cos I:! of disposal and value in use. For the purpose~ of assessing i mpai rme nt, assets arc 
grouped at the lowest levels for which there are largely independent cash inflows. Prior imp11innents of non· financial assets (other than 
goodwill) arc reviewed for possible reversal each reporting period. 

(p) Financial instruments 

(i) Finarrcia/ a11set.~ 

Initial recognition an.d measurement 

The Group's finoncial nssets are comprised of cesh end cosh equivalents, short term investments, tre.de W1d other receivables, 
restricted cash, and other non-current assets. All financial assets are reci.)gnized initially at fuir v11lue plus tr1111saction costs that 
arc attributable lo the acquisition of the financial asset. Purchases and sales oftimmcial asscl~ are recognized on the ~ettlement 
date; the date thllt the Group receives or deliver.i the asset. The Group classifies its financial assets primarily as cash and cash 
equivalents, rcccivahles and available for sale financial assets. Receivables are non-derivative fimmcial assets, other than short 
tenn investments described below, with fixed or determinable payments that are not quoted in an active market. '!hey are inc!udoo 
in current assets except for those with maturities grealer than 12 months after the reporting period. 

For more informalion on receivahles, refer to note 15. 

Short term investments classified as available for sale fi111inci11l usscts are those thot are neither classilied as held for trading nor 
designated at fair value through the consolidated statement of operations. The securities in this category arc those th11t are intended 
to be held for an indefinite period oftime and that may be sold in response to needs for liquidity or in response lo changes in the 
market conditions (therefore nol recognized at amortized cost}. These are elassHied es current assets. 

Subsequent measurement 

After initial me11st1rement, available for sale financial assets arc measured at fuir va!ue with unrealized gains or ]nsse.-i recognized 
in other comprehensive income and credited in other reserves within equity until the investment is derceognized, at which time, 
the cumulative gain or loss is recognized in finance income/costs, or the investment is determined lo be impaired, wh1;;n the 
cumulative loss is reclassi lied from the availahle for sale reserve to the consolidated statement of operations in finance costs, 
Interest earned whilst holding available for sale financial assets is reported as interest income using the cftective interest method. 
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Notes to the 2016 consolidated financial statements 

Derecognilion 

Financial assets are dcrccognized when lhc rights to receive cash nows from the as~et have ex:pircd, or the Group has lrunsfcrred 
its rights to receive cash flows from the a:isct or has assumed wi obligation to pay the received ct1sh llows in full. 

fmpairment of flnandal assets 

·me Group a'l.~csses at each rcporting <.late whether there is llflY objective cv idence that a finwicial asset or a group of Ii 1mnc ial 
ussets is impaired. A limmeial usscl is considered impiiircd if objective evidence indicate.~ that one or more events have had u 
negative effect on the estimated foturc cash tlow or th!lt essct, Evidence uf impairmem include that debtors, individually or 
collectively, default in payments or other indication.~ that they experience significant financial difficulty, including the prob!lbility 
of entering bankruptcy or other financial reorganization, or a significant or prolonged decline in the fair value ofnn investment 
below its cost. 'Significant' is evaluated against the original cost of the investment and 'prolonged' against Lhe period in which 
the fair value has been below its original cost. 

If there is evidence of impairment for a11y of the Group's financitd assets carried at amortized cost, Lhe amount of the loss is 
measured as the ditforcnce between the asset's carrying amount and the present value of estimated future c!tSh flows (excluding 
future cretlit lossei Lhat have not been incurred) discounted at the 3.lisec's original effective interest rate. The carTying amount of 
the asset is reduced through the use of an a.1 lowance account and the amount of the loss is recognized in the consolidated stateme11t 
of operations. 

In the case ofinvestments classified es availuble fur sale, lhc impairment is assessed based on the same criteria as financial assets 
carried al amortized cost. However, the amount recorded for impainnent is the cumulative loss measuretl as the difference between 
the amortized cost and the current fair value, less HnY impairment IO!!s on that in vestment previously recognized in the consolidated 
statement ofopcmtions. Future interest income continue~ to be accrued bruied on the reduced carrying wnount of the asset, using 
the rate of interest used to discount the future cash flows for the purpose of measuring the impaimicnt loss. lbe intere8l income 
is recordetl 11s part of finance income. 

For impairment losses recognized, it; in a sub~cquent period, the amount ofthe impairment Joss decreases and the decrease can 
be related objectively to an event occurring afier the impairment was recognized, the reversal of the previously recognized 
impairment loss is recognized in lhe consolidated statement of operations. 

(ii) Financial liabilitle' 

lnitial recognlfion and measurement 

The Group's financial liabilities arc comprised of trade and other payables, other liabilities (borrowings and fin11m:e lease 
paymcms), convcrlibk notes, and derivative liabilities (contingent options nnd w11rrants). All financial liabilities !I.re recognized 
initi111!y at fuir ~alue and, in the case ofconvcrtiblc notes and borrowings, net of directly 11ttributable transaction costs. 

The Group accounts for the convertible notes in accordance with !AS 39, Financlal Instruments: Recognition and Measurement, 
'fair value option'. Under this approach, the convertibl c notes ere accounted for in their entirety at fair val uc, with any c hangc in 
fair value after initial measurement being recorded in the consolid11ted statement of operations and the transaction costs are 
eITectively immediately expensed. 

]be Group accounts for its warrants as a financial liability at fair value. In accordl!Ilce with !AS 32, Financial lmrrl1!11ents: 
Presentation, the Group detcnnined that the warrants were precluded from e4uity c!assilkation, because while they contain no 
contractual obligation to deliver cash or other financial instruments to the bottlers other than the Company's own shares, the 
exercise price of the warranls arc in US$ and not the Company's functional currency. Therefore, the wammts do not meet the 
requircm en ts that they be sett I e<.l by the issuer exchanging 11 Ii xcd amount of cash or another financial asset for a fixed number of 
its own equity instrument:>. 

Subsequent measurements 

Other financial !iabiliries 

After initi11l recognition, payables and borrowings are subsequently measured at amortized cost using the effective interest rate 
("EIR") method. The EIR !lmortization is inclutlcd in finance costs in the consolidated statement of operations. Gains llJld losses 
are recognizecl in the consolidated statement of operations when the liabilities arc derccognizcd. 

Payables and borrowings t1re classified as current liabilities unless the Group has an unconditional right to defer settlement oflhe 
liability for at least 12 months after the reporting date. 

- 19 -
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Fees paid to secure loan filcilities are recognized as transaction costs of the loon to the extent that it is probable that some or all of 
the facility will be drawn down. The fee is deferred until the drawdown occurs. To the extent there is no evidence that it is probable 
that some or all of the facility will be drawn down, the fee is capitalized as pre-payment for liquidity services and amortized over 
the period of the facility. 

Financial liabilities at fair value through profit or loss 

After initial recognition, financial lio.bilities at fair value through the profit or loss are subsequently remeasured at fair vnlue at the 
end of each reporting period with changes in fuir value recognized in finance income or finance costs in the consolidated statement 
of opcrations. 

Derecognition 

Financial liabilities are derccogoizcd when the obligation under the liability is dischW'ged, cancelled, or expires. 

(iii) Fair Value Measurements 

For financial assets and liabilities meosurc:d at fair value on a recurring basis, fair value is the price the Group would receive to 
sell an asset or pay to transfer a liability in an orderly transaction with a market. participant at the measurement date. In the absence 
of active markets for identi ct1 I assets or liabilitieii, such measurements involve developing asswn pt[ons based on market observable 
data and, in the absence of such data, internal information that is consistL"llt with what market participants would use in a 
hypothetical transaction that occurs at the measurement date. Observable inputs reflect market data obtained from independent 
sources, while unobservable inputs reflect the Group's market assumption~. All assets and liabilities for which filir value is 
mcasurod or disclosed in the consolidated financial statements are categorized within the !liir value hierarchy, de.~L'Tibed as follows, 
based on the lowest level input thnt is significant to the fair value measurement as a whole: 

Level 1: quoted (unadjusted) price:i in active markets for identical assets or liabilities 

Level 2: other techniques for which inputs are based on quoted prices for identical or similar instruments in m&kets 
that arc not active, quoted prices for similar instruments in active markets, and model-based valuation techniques for 
which all significant assumptions are observable in the market 01· can be corroborated by observable market data for 
substantially the fu 11 tenn of the asset or liability 

Level J: techniques which use inputs that have a significant effect on the recognized folr value that are not based on 
observable markct data 

'lbe Group maintains policies and procedures to determine the fair value of finllncial assets am! liabilities using what it consideni 
to be the most relevant and reliable market participant data available. In determining the fu.ir value of financial assets and liabilities 
employing Level 3 inputs; the Group considers such factors as the current interest rate, equity market, currency and credit 
environments, expected future cash flows, the probability of cerl:Ilin future events occurring, and other published data. '(he Group 
performs a variety of procedures to assess the reasonableness of its fuir value determinations including the use of third parties. 

(q) Cash and cash equivalents 

Cash lllld cash equivalents comprise cash on deposit at banks and on hand and short term deposits with a maturity of three months or 
less from the date of purchase that are not suhject to re~trictions. Cash deposits that have restrictions governing their use are classified 
as restricted cash, current or non-current, based on the remaining length of the restriction. 

The Group classifies highly liquid investments with maturities ofthree months or less at the date ofpurehase as cash equivalents. 

For the purpose of the consolidated statement of cash flows, ca.~h and cash equivalents cnnsist of cash and short term deposits 11.)j defined 
a hove. 

(r} Shortterm investments 

Starting April 2016, the Group invests in a variety of instruments, such as commercial paper, money morket funds, corporate debt 
securities, collaterdlized reverse purchase agreements, and government and govcmm ent agency debt securities. Part ofthese investments 
arc held in short duration fixed inoome portfolios. The average duration of these portfolios is two years. /\11 investments arc governed 
by an invl:.'itment policy and are held in highly-rated counterparties. Separate credit limits arc assigned to each collllterparty in order to 
minimize risk concL11tration. 

- 20 -
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These investments are classified as available for sale securities and are clll"!'ied at fair value with the unrealized gains and losses reported 
as a component of equity. Management determines the appropriate classification of investments at the time of purchase and reevaluates 
the 1:1.v1:1.ilablc for sale designations as of each reporting date. The 11.11ailable for sale debt securities with maturities greater thun twelve 
months are classified as short term when they are intended for use in current operations. The cost basis for investments sold is based 
upon the specific identificlltion method. 

(s) Share capital 

Ordinary shares are classified us equity. 

Equity instruments are initi111ly measured at the fuir value of the cash or other resources received or receivable, net of the direct costs of 
issuing the equity instruments. 

For the years ended December 31, 2015, 2013 and 2012, the Group issued equity instruments that were pllrt ofn compound transaction 
whereby additional shares would be issued to the shareholders upon the occurrence of certain events (see note 16). The embedded 
derivati11es were separated from the host contract and the resulting derivntive liabilities were initially measured at fair value. The 
derivative I iabilities are remeasured at fu.ir value through the consolidated statement of operations at each reporting period. The 
difference between the consideration received for the equity iostruments and the fair value of the embedded derivatives represents the 
equity components of the transaction. Transaction costs arc ullocated to the liability derivatives and equity components in proportion to 
their initial crrrrying amounts. 

(t) Share-based payments 

Employees ofthc Group receive remuneration in the fom1 of share-based payment transactions, whereby employees render services in 
consideration for equity instruments. 

lhe cost of equity-settled transactions with employees is determined by the lilir value at the date of grant using an appropriate valuation 
model. The cost is recognized, together with a corresponding crcd it to other reserves in equity over the period in which the performance 
and service conditions arc fulfilled. Ihe cost or equity-settled transactions with non-employees for which services are rendered over a 
vesting period is determined by the average fair value over the period the services are received. 

lhe cumulative expense recognized for equity-settled transuctions wilh employees at each reporting date until the vesting date reflects 
the Group's best estimate ofthe number of equity instrumentll thttt will ultimately vest. 'L lie expense for a period represents the movcmcut 
in cumulative expense recognized at the beginning and end of that period, and is recognized in employee shllred-nased payments. When 
the terms of an equity-sett I ed transaction award are modified, the minim um expense recognized is the expense M if the terms had not 
been modified, if the original terms of the award are met. An additional expense is recognized for modification that increases the total 
fair value ofthe share-based payment transaction or is otherwise beneficial to the grantee iis measured at the date of modification. There 
have been no material modifications to any share-based payment transactions during 2016, 2015, and 2014. 

Social costs are payroll taxes associated with employee SRlaries and benefits, including share based compensation. Social costs in 
connection with !he grant arc accrued over the vesting period based on the intrin~ic value of the award thut has heen earned 11t the end 
of each reporting period. 'Ihe amount of the liability reflects the amortization of the award and the impact of expected forfeitures. The 
social cost rate at which the accrual is made follows the tax domicile within which other compensation charges for 11 grantee are 
recognized. 

The assumptions lllld models used for estimating fuir vaJue for share based payment trwrnJ.Ctions are disclosed in note 17. 

(u) Emplo)'ee benents 

The Group provides defined contribution plans to its employees. The Group pays contributions to publicly and privately administered 
pension insurance plans on a mcmdatory or contrnctual basis. The Group has no fiirther payment obligations once the contributions have 
been paid. Contributions to defined contribution plans u.re expensed when employees provide services, The Group's post-cmploymeot 
schemes do not include any defined benefit plans. 

- 21 . 
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(v) Provisions 

Provisions rrrc rccogni zed when the Group has a present obi igation (legal or constructive) as Ii resu It of a past event, h is prob1ib!e that 
an outflow of resources embodying economic benefits will be required to settle the: obligation, and a reliah)c estimate can be mode of 
the amount of the obligrrtion. 

(w) LeHes 

At inception of an arrangement, the Group detennines whether the arrnngemcnt is or contains a lease. The Group leases certain items of 
property and equipment. Lel.1.'les in which substantially ell the risks ond rewards of ownership are not transferred to the Group as lessee 
are classified as operating !eases. Payments made under operating leases (net ofcmy incentives received from the lessor) arc ch11eged to 
the consolidated statement of operations on a straight-line basis over the period of the lc:ases. 

Leases of property and e.quipm en\ where the: Group has substantially all the risks and rewards of ownership are classified as finance 
leases. Finance leases are capitalized at the lease's commencemt!ll.t at lower of the fair value of the leased property and the present value 
of the minimum letL~e payments. Each lease payment is allocated between the repayment of the liability and finance charges. The 
corresponding tease obligntions, net of flnonce charges, are included in borrowings. The interest element of the finance cust is charged 
to the consolidated sto.tement of operations over the lease period so as to produce a constant periodic mte of interest on the remaining 
balance Dfthe liability for each period. The property and equipment ecquired under finance leases is depreciC1tcd over the shorter of the 
useful Ii f'e of the asset and the I case term. 

New and amended standards und interpretation.¥ adopted by die Group 

None of the new or revised standards and interpretations adopted for the first time nn January I, 2016 had a material impact on the 
consolidated financial statements ofthe Group. 

New l'tandards a11d interpretations issued not yet effecti've 

Recently issued new or revised/amended srnndards and interpretations effective for the Group on or allcr January 1, 2017, are as fullows: 

In July 2014, the JASB published the final vmion of!FRS 9, financial Instruments, which retlects all phases of the financial instruments 
project: and replaces JAS 39, Financial ln.i·truments: Recognirlon and Measurement, and all previous versions of WRS 9, Financial 
!11strume11ts. The standard introduces new requirements for classification and measurement, impairment, and hedge accounting. IFRS 9 
is eITecti ve for onnual periods beginning un or after Janu11ry 1, 2018, with early applic1:1tiun permitted. Retrospccti ve 11ppli cation is 
required, but comparati vc informrrtion is not compulsory. The F. U has endorsed the standard in November 2016. 'Ibe Group is assessing 
the impact oflFRS 9, Financial Instruments. 

In May 2014, the lASll issued IFRS 15, Revenuefrom Contracts with Cuslomers, which deals with revenue rei.:ugnition Wld establishes 
principle..~ for reporting useful information to users offinoncial statements about the nature, amount, timing, and uncertainty of revenue 
and cash flows arising from en entity's contracts with customers. Revenue is recognized when 1:1 customer obtains control ofa good or 
service 1111d thus has the ability to direct the use rrnd obtain the benefits from the good or service. The standard replace..~ IAS 18, Revenue, 
and IAS 11, Cons/rue/ion Contracts, and related interpn:tations. 'lbe standard is elfe'-iive for annuul periods beginning on or aflcr 
January 1, 2018 and earlier application is permitted. The EU h11s endorsed the standard in September 2016. The Gruup is currently in 
the process of evaluating the impact of the adoption ofIFRS 15, Revenue from C ontracis wilh Customers, Wld the transition a ltematives 
on its consolidrrtcd financial statements. The Group has completed its assessment on the majority of its revenue transactions and do nol 
believe there will be a material impact on direct subscription revenue recognition. 'lhe Group is continuing to evaluate the imp act of the 
standard on certain transactions, !IS well as the impact on ib business processes, systans, and controls. The Group expects to complete 
its evaluation during 2017, and will continue evaluation of IFRS 15, including how il may impact new arrangements it enters into a.-. 
well as new or emerging interpretations ofthe standard, through to the date of adoption. 

In January 2016, the IAS!l published IFRS 16, Leases, its new leasing standerd which will replace the current guidance in IAS I 7, 
Leases, and interpretation.~ IFRIC 4, SIC-IS and SIC-27. The new standard requires lessee::i to recognize a lea.~e liability reflecting 
future lease payments and a 'right-of-use asset' for virtlllllly all lease contracts. The standard applies to annual periods beginning on or 
alter January I, 2019, with curlier application permitted. The EU ha.-. not yet endor:;ed the standurd. 'Ihe Group expects the valuation 
Df right-of-use asseLs and lease liabilities, previously described as operating I errs es, tu be the present value of its fore casted futurt 
lease commitments. Lessees will bt required to separately recognize the interest expense on the lease liability and the depreciation 
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expense on the right-of-use 11Sset. The Group is continuing to ussc:.% the overall impacts ofthc new standard, including the discount 
rate to he applied in these val nations. 

In January 2016, the IASB issued Disclosure Initiative (Amendments to !AS 7) which amended IAS 7, Statement of Cash Flaws. The 
arnem.hnents require entities lo provide disclosures that enable users of financial statements to evaluate changes in liabil itics urising from 
financing activities. lhc amendments upply to annual periods beginning on or after Januory I, 20 l 7, with earlier application permitted. 
When the entity firRt applies those amendments, it is not required to provide comparative information for preceding pcl'iods. 'l11e EU 
has not endorsed the amemJments yet, The Group is assessing what information it h11S to provide to comply with the amendrnenls to 
IAS 7, Statement ofCa.~h Nows. 

ln January 2016, the lASB issued Recognition of Deferred Tax Asse/s for Unrealised Losses (Amendments to /AS J 2) which 
amended IAS 12, Income Taxes. The amendments primarily were is8ucd to clarify the recognition of deferred tax assets for unrealized 
losses related to debt instruments measured at fair value. An entity slml l apply these amendments for annual reporting periods beginning 
on or after January I, 2017, with early application pcnnitted. The EU has not endorsed the amendments yet. The Group is assessing the 
impoct of the amendments to IAS 12, Income T'axc,,. 

There ttrc no other !!'RS or (FRIC interpretations that are not effective, that are expected to have a material impact on the Grot1p. 

3. Critical accounting estimates and judgments 

The preparation of the consolidated financial statements requires management to make judgments, estimates, and assumptions that ttffect 
the reported amounts of revenues, expenses, 11~sets, and liabilities in the consolidated finaneiul statements and the accompanying 
disclosures. Estimates and judgments arc: continui11ly evaluated and are based on historical experience and other factors, Including 
cxpcctali ons of future events. 

Uncertainty about these assumptions and estimates could result in outcomes that require a material adjustment to the carrying amount 
of a.'lSetS or Ji abilities a m-:ctcd in future periods. 

'The areas where assumptions and estimates are significant to the consolidated financial statements are: 

(i) Share-based payments - the Group measure.~ the cost of equity-settled transactions with employees and non-employees 
by reference to the fair value of the equity instruments 0t the date at which they are granted. The fair value is estima\ed 
using a model which requires the dctermim1tion of the appropriate inputs. The assumptions and models used for 
estimating the fair value of share-based payment transactions are disclosed in note 17. 

(ii) Convertible notes, warrants, and crnbcddcd derivatives in equity transactions - the fair value of the Group's convertible 
notes, warrants, and derivatives are estimated using valuation techniques using inputs based on management's judgment 
and conditions that existed at ca.ch reporting date. The a~sumptions and models used for estimating the fair value of the 
instruments arc disclosed in note 23. 

(iii) '[he group has fiscal loss carry forwards. At period end, the group investigates the possibility of capitalizing deferred tax 
assets with regard to the loss carryforwards. Deferred tax assets related to loss carry-forwards arc recognized only in 
those cases where it is probable and there is objective evidence that the Group will generate future taxable income lo 
which the loss carryforward can be utilized. See note IO. 

(iv) The Group allocates the filir value of purchase consideration to the tangible 11Ssets acquired, liabilities !!llsumed, and 
intangible assets acquired b0scd on their estimated fair values. The excess of the fair value of purchase consideration 
over the filir val ucs of these identifiable a.%ets and liabil itics is recorded 11~ goodwi 11. Such valuations require manageme11t 
to make significant estimates and assumptions, especially wiLh respect to intangible 0sscts. Sec note 5. 

(v) In accordance with the accounting policy described in note 13, fntimgible assets, the Group llflnually performs en 
impainncnt test regarding goodwill. The fa.it value of the CG Us are estimated using valuation techniques using inputs 
ba.~ed on management's judgment and conditions that existed at the testing date. The assumptions and models used for 
estimating the tair value are disclosed in note 13. 

(vi) Royalties - the Group's agreements and arrangements wilh rights holders for the content used on its pl11tfonn are 
complex. Some rights holders have allowed the use oftheir content on the platform while negotiations of the terms and 

~ 23. 
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conditions are ongoing. The detennination of royalties' payable to rights holders also involves certain significant 
judgments, assumptions, !lfld estimates of the amounts to be paid, Sec note 21. 

(vii) Mllflagement makes significant estimates and assumptions when detennining the amounlll to record for provision for 
legal contingencies. See note 22. 

The areas requiring a higher degree of judgment in applying accounting principles or complexity &e; 

(i) Equity arrangements - the Group uetennined that three ofits equity att!lflgements included embedded de.rivatives due to 
the existence ofa downside protection clause. The evaluation ofthe embedded derivatives for separation from the equity 
instrument requireu significMt judgment and the consideration of whether the embedded dcrivati vc was closely related 
to the host contract. Sec notes 16 !lTid 23. 

4, Correction of errors 

The Group has restated its previously issued consolidated statement of operu.tions, consolidated statement of comprehensive income, 
consul ida.ted statement of tlmmcial position, consolidated statement of ch!lTiges in equity, and consul idated statc:mait of cash flow~ at 
December 31, 2015 and December 31, 2014 !lfld for the years then ended. The Group identified various misstatements relating to prior 
year consolidated finllflcial statements. These errors have been corrected by restating each of the afTucted financial statement line 
items for the prior periods. The inuividual misstatements that underlie the restatement adjustments are described below and W"c 
reflected and quantified, a.s applicable, in the footnotes to the below tables. Certain items in the prior year reported figu~es have been 
reclassified for current yeur presentation purposes. Some restatement adjustments also affect periods prior to 2014. 

Im pact on consolid11ted st11tem ent of operations 

As p rev iouMl y 
reponed Re11tatemenl Re~laulncalion Al ni•tatcd 

_ __1.\!!.~ ... .!'.!!.ju8tment~_ Ro£ ___!_!li_u~tments Ref 201S, - · 
{in € thnusands) 

Revenue 1,945,332 (6,945) (a) (9,839) (j) 1,928,548 
Coot of revenue ... J.i§l~i.QH 341257 (b),(c) 6,204 U) J,664,Q_~~ 

Gross profit 311,708 (41,102) (16,043) 264,463 

Product development 143,307 4,738 (d),(e),(t) (11,938) (j) 136,107 

Sal~ and marketing 246,486 ( l,540) (d),(e) 13,777 (j) 258,723 

General and administrative .JJ~,'!Q~_ 7,403 (d),( c),(f) (17,882) (j) 105,926 

~Q§.,.J98 "J0,6Ql (16,043) 500,756 

Oper11ting loss (184,490) (51,803) (236,293) 

Finance income 28,172 7,584 U) 35,756 

Finance costs (1 l,086) (7,569) (g) (7,584) (j) (26,239) 

Share in eumings of associates !lfld 
joint ventun::s 2,640 (2,433) (h) ___ 201 

Finance income/(costs) - net 19,726 _JJ_0,002:) -·-- __ 9,72:4 

Loss before tax (164,764) (61,805) (226,569) 

Income tax expense 8,333 ____ p ,521 ) (i) 4,812 
Net loss attributable to CJ1111ners of 

the parent {1731097) ,5812:84) '231~81) 
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A• prniously 
nported Rc11t1te111e11t Reclaulfleation A• m1talnl 

_ ___Jl!H_ __ adjll3lmenu Rer ....!!i!J.!!!!!!.ltRll_ Md 2014 
(in e thousands) 

Revenue 1,081,720 500 2,568 (j) 1,084,788 
Cost of revenue -·-· ·~7.6 o~~ 26,440 (b) - _ _ ,,, _7..,.9.?.! .. (j) __ _JI0,500 
Gross profit 20!,631 (25,940) (5,403) 174,288 

Product development 121,030 (6,782) 0) l 14,248 
Sales and marketing 173,013 23 10,973 (j) 184,009 
General and administrative 76,67& 8! _ c;>,594) (j) ..§_7.1§.? 

J70,.71f __ UM j !.403) 365,422 
Operating loss (16!1,090) (26,04.t) (191,1J4) 

Finance income 25,512 3,027 (j) 28,539 
Finance costs (18,563) 2,140 (g) (3,027) G) (19,450) 
Share in earnings ofassocio.tcs and 

joint ventures (4J8-) 3 (435) 
Finance income/(costs) - net , __ 6J.~_ll ---- ~114~ _ _!,6.54 

Loss before tas (1~8,!179) (23,901) (182,480) 

Income tax expense __ J.678 _____h9M (i) S,642 
Net loss 11:trih•t•ble to owners of 

the puent ~162,257) ~25186~) p88,U2) 

Impact on comprehensin income inc:n:ase/(decrease) 

-1!~ 11114 
(in € thou1and1) 

Exchange differences on tro.nslation of foreign oper11tions 71 --- S62 
Impact on oomprehensin income for the year 

attributable to ownen of the parent 71 562 

~ 25 -
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As prl!\llonsly 
repnrttti A• R•l•led 

December J l, Ralaltml'nt ~ic•tiOll ncccmb~r JI, 
2014 1djustn1ent!._ Ref _M.i•R!!!_IMll Re(_ ~'" (in€ thou~Rnds) 

AssetA 
Nen-current a111eb 

Property and equipment 50,710 50,710 
Intangible e~sels including goodwill 58,529 58,529 
lnve.o;tment in associate.'! and joint YeDtllles 

Restricted cash 9,310 9.310 
Other oon-cuncnt assets 740 740 
Deferred wx assets l,906 _3,906 --.. ---nJ1t9s 12l119S 

Current essel1 
Trade and olhcr receivables 134.108 4,881 (a) (3,506) (k) 135,483 
Income tax rc:cc ivablc 1,036 (i) 1,036 
Short tcnn inwstments 
Cash and cash equivalents 20M92 20<1,492 
Other cuncnt osseu l:l.720 ---- ill~) (k) H,142 

349,320 4.~u (~.048) JSl,LSJ 
Totalasaets 472,~15 4,881 (3.048) 474,348 

(Dt:nclt)/EquHy and lb1billtlrs 
(Deficlt)/Eq uity 
Sbarc capital 85 85 
Other paid in capital 404,ISJ 404,153 
Other rcseoocs SS,401 (377) (c) 5.5,024 

Accumulated dericit (389,675) (33,447) (b),(d).(f), (423,122) 
(g),{i) ·---""'" (Deficit)IEqulty attributable to own~n 

ofp11rHt ''•%4 (ll,82~) 36,140 

No•currul U1bllitle3 
Convi:rtiblc: nores 
Accrued expcMes and olher liabilities 6,155 S,53S <.O 11,690 
Prov is ions 2,090 2,090 
Deferred tax liabilities ----.. ·- . - .1§9.. __ ....................... _.190 

8,40!! 5,535 13,940 
Current llabilities 
Trade and other payables 110,055 (3, 170) (f) (933) 105,952 
Income IAX payable 8,487 1.986 (i) 1,036 (i) 11,509 
Dc:fum:d revenue 67.569 (797) (4,084) (k) 62,688 
Accrued c:Kpc;nses and other liabilities 185,874 34,567 (t) 933 221,374 
Provisions IS,555 584 16,139 
Derivative liability '" ",6.60§ - ~.606 

~~~.1-~~ -~~.110 (3,()_48) 4~,2.~.8. 
Tot11l liabilitiu 402,SSI J~,70.§ ~i!) -·- 438J 08 
Total (deliclt)/equity and liabJJities 47la515 "1881 (3.048) 474~48 

lks~riruion of Rc!>l:1tctn1.'tll At.ljus11m:oi:; 

Revenue aqjustmenls 

(a) Revenue recognition - This misstatement rehstes to the recognition of revenue of€6.9 million in 2015 on tTtlilsactions for which 
payment should not have b~n cKpected due to chargebacks on credit canJ and other payment processing issues, some of which 
were identified and inapprOJlriotcly reoognized as bad debts of€3.3 million in 2015. 

Cost of !'eve1tue adj u.ftments 
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(b) Royalty accruals - This misstatement rela.tes to an understutement of royalties owing to various rights holders of €27 .6 million in 
2015 and €26.5 m i\lion in 2014. 

(c) Onerous contract - This misstatement relates to a multiple year revenue contract with a customer that upon entering into the 
ammgemcnt was an onerous contract but was not accounted for as such. The costs to provide the services in the conLract exceeded 
the expected revenue. 'Ibis item increased cost ofrevenue by €6.6 million in 2015. 

Ope rat/~ expel'l.)·es 

(d) Expense accrullls - This misstatement relates to the incorrect accrual for certain expenses, including management bonuses. The 
increase of€7.5 million in expenses in 2015 was reflected in a product development increll.'le of €151,000, a sales and marketing 
decrease of€2.5 million and a general and administrative expense increase of€9.8 million. The misstatement related to management 
bonu8C8, including social charges, is €9.6 million and is included in general and administrative expenses. 

(e) Stock based compensation- 'fltis misstatement relate,, to grants in 2014 that had not been recorded and an understatement of social 
charges on stock bMed compensation overall. This increased the expense by €2.1 million in 2015. 

(f) Other operating cllpcnse adjustments - CerlELin errors were identified in relation to Hu: goodwill recognized lhat should have been 
recognized llS post combination employee compem1ation; incorrect capitalization of software, and adjustments that should haw 
been made to lease costs to straight-line free rent periods. The total resulting adjustments from these items increased opernting 
expenses by€4.2 million in 2015. 

Finance incomelc:osts 

{g) Finance costs - This misstatement relates to v11rious errors in the determination of foreign currency gains and losses os well as 
interest ellpensc on certain liabilities. These items i ncre11sed ti nanee costs by €7 .6 mi II ion in 2015 and decreased finance costs by 
l::2.I million in 2014. 

(h) Share in ellfilings of associates and joiot ventures - This misstatement relates to losses incurred by an associate that were not 
recognized. As a result, additional losses of€2.4 million were rccogni1.ed in 2015 .. 

Income taxes 

(i) £noome laxes - Errors and adjustments identified resulted in a reduction to income tax expense of €3.5 million fur 2015 and an 
inereast: in income tax expense of€2.0 million for 2014. 

Reclassifications 

G) The Group identified misstatements in the presentation ofrevenue transactions on n gross versus net basis RS well as certain exrienscs 
that were inappropriately classified between functions. The impact of these cha.nges is includt:d in lhc "Reclassification adjustments" 
column in the tables 11bove. These reelassilications had no imriact on the Group's n:sults of opera.tions, financial positioo, cash 
flows, or changei1 io t:quity. 

(k) Deferred revenue- 'Ihis misstatement relates to an inappropriate gross-up of accounts reccivable and deferred revenue for services 
not yet delivered. This resulted in a reduction in accounts receivable and deferred revenue of€19.0 million for 2015. 

The amount of correction included at the beginning of 2014 is €7.6 million, which is included in the accumulated deficit in the 
coosol idated statement of changes in equity. This is principally related to the royulty accruals and other operating expense adjustments. 

lmplilct on consolidated statement or cash nows 

The capitalized software misstatem eot impacted CMh flows for investing activities by €5. 1 m ii I ion in the 2015 consolidated statement 
of cash flows. The otlsct of this change is included in net income in operating activities for the period . 
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5. Business Combinations 

Acquisitions in 2016 

During 2016, the Group acquired the operations ofthree separate: businesses. 'Inc acquisitions were accounted for under the 
acquisition method. The total purchase consideration is €7 .2 m ii I ion, of which €6.6 mi l1 ion wa8 recorded to goodwi11 11.Ild €571,000 to 
acquired intangibles a~sets. 

Included in the arrangements arc payment8 that are contingent on continued employment. The payments are recognized as remuneration 
for post-combination services and are automatically forfeited if employment terminates. A total of €2.6 million of post-combination 
cash pc.y-outs will be recorded as compensation expense over the service periods of up to three years. 

The results of operations for each of the acquisitions have been included in the Group's consolidated statements of operations si nee the 
respective dates of acquisitions. Actual and pro forma re\'cnue and results of operations for the acquisitions have not been presented 
becau8e they do not have a material impact to the consolidated revenue and results of operations, either individually or in aggregate. 

Acquisition in 2015 

During 2015, the Group acquired the operations of one business. The acquisition is accounted for under the acquisition method. The 
total purchase consideration is €7.3 million, as restated, all of which was recorded in goodwi!L The acquisi~on did not have a material 
imp11et on the Group's total revenue or net loss for the ye11r ended December 31, 2015. 

Included in the arrangements are payments that are contingent on continued employment. The payments are remunerntion for post
combination services and arc automatically forfeited if employment tenninates. A total of€1.9 mH!ion of post- combination cash pay
outs will be recorded as compensation expense over the service period of three yellJ'S. 

Acquisilion Jn 2014 

On March 11, 2014, the Group acquired all of the issued and outstanding shares of The Echo Nest Corporation ("Echo Nest"), t1 leading 
music intelligence company. The total consideration was €49. 7 mi 11 ion. The purchase consideration consisted of €5, I million of C<Jsh, 
57,929 shares of common stock: in tht: Company and estimated pre-combination share based payment awards valued at €4.7 million (see 
note 16). The valuation of the common stock: was consistent with the Group's use of the PWERM to value its own shares further 
described in note 23. The acquisition allows the Group to leverage Echo Nest's in-depth mLJsical understanding and tools for curation 
to drive music discovery for users. The addition of Echo Nest also strengthens its ability to help brands and partners build amazing 
music experiences for their audiences. The acquisition is accounted for under the acquisition method of aocounting. Accordingly, the 
purchase price is allocated to the assets acquired and liabilities assumed based on their fair value on the date of acquisition. The 
replacement of the Echo Nest's share-based payment award~ with share-based payment awards of the Company has been measured in 
accordance with IFRS 2, Shure-based Payment, at the acquisition date. The Group incurred €1.4 million in acquisition related oosts, 
which were recognized ai; General and administration expenses. lbe acquisition of Echo Nest created goodwi!J of€40.3 million us the 
acquisition consideration exceeded the fair value attributable to identifiable assets and liabilities. 'Ilic fuctors contributing to the amount 
of goodwill are Echo Nest's workforce and the expectation that the 1:1cquisition will create synergies, which will provide future value. 
None oftbe goodwill recognized is expected to be deductible for income tax purposes. 

Included in the arrangement are payments thaJ are contingent on continued employment. The payments are remuneration for post
combination services and are automatically forfeited if employment termino.tcs. A tot11l of €1.4 million of post- combination cash pay
outs were r(.'Corded as compensation expense over the service period oftwo years. A total of3,96!! shares issued had vesting restrictions 
(~ee note 17). 

The foll owing table summarit.es the fuir value of assets acquired 11.Ild liabilities assumed at the acquisition date: 
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CeJh and cash equivalenl.s 
Trade receivables 
Olher working cupital (net) 
Property, plant and equipment 
Developed technology 
Backlog 
Defmed revenue 
DefeJTcd tax liability 
Deferred lax a.5sot 
Total identifiable net assets 
Goodwill 
TotaJ 

6. Segment htformation 

(In€ thou1nd1) 

3,087 
747 

(l,189) 
220 

7,495 
793 

(l,7JO) 
(3 ,737) 

___ . __ ];JJ] 

9.,423 
~,289 
49,712 

'I ho: ( iroup hui> 1w11 rcpol'lahlc .;cl'lllC:llts: p1·c111iun1 aml 111l·suppnrtcd. I hc prcmiu111 busi111:i;i; is a pnid ~h:rvii.:c in whlc:h cusllltncr:; can 
fisto:n rni-.km;u11l 1111ll olllinc w i1h no ,1dvct'tiscmcnl'i. Rc\·c11111: i!> g-.;11crnh:d 1hr11ui,th ~ubscriplion li:cs. 'Ilic ml ·suppnrtcd bm;incss is the 
free to lhc u~cr plalliu:m. lfovcm11: is gcnr.:ratcJ 1hm11g,h the ~ulc of mlvcr1lsh1~. No oper;iting scg111cn1s huw hccn 11~grcf:'lllcJ lo form 
the rcporluhlc so.:J!.ments. 

Key financial perfonnance mc~urcs of the segments including revenue, cost of revenue and gross profit are as followis: 

~m.~ ... %01.L 201j 

(In€ lllo1118nd~) 

Premium 
Revenue 2,638,493 l ,732,J06 982,741 
Cost of revenue 2,154,708 l ,434.245 774.213 
Gross profit 483,785 298,061 108,528 

Ad-supported 
Revenue 295,011 196,242 102,047 
Cost of rt:venue 318,2~ 229,.1140 __ 136.287 
Gross profit {33.254) (JJ,598) (J4;UO) 

Co11solidated 
Revenue 2,933.504 l,Sl28,548 1,084,788 
Cost of revenue 2,4~73 1 ,6~.~ .08~ __ 91.QJi>O 
Gross profit 450,fil 264,463 174,188 

Recorrcillation nf gross profit 

Gencrul expenditures, fim.m~ income. finarn~e costs, taxes, 1111d share in earnings of associates and joint ventures are not allocated to 
indivldtllll !i~tncnts 11& tt~~ ore m:inasged tin an uverall group basis. The reconciliotion between reportable segment gross prolit 11nd 
los!I lo the Group '5 loss bcfo~ tax ii; as follerws: 
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2016 2015 _w_4 
(in€ thouands) 

Segme11t grosl!t profit 450,531 264,463 174,288 
Product development (206,853) (136,107) (114,248) 
Sales and marketing (417,911) (258,723) (184,009) 
General and administrative (175,179) 005,926) (67,165) 
Finance income 152,399 35,756 28,539 
Fimmcc costs (336,632) (26,239) (19,450) 
Share in eamin~ of associates and joint ventures (£.054) ~ __ (11~) 
Loss berore tu (535,699 ) (226,569) (182,480) 

Revenue by geographic area 

2016 201~ 2014 
(in€ thous1md~J 

United States 1,166,080 737,059 327,253 
United Kingdom 339,897 266,479 153,462 
Sweden 201,596 181,577 170,381 
Luxembourg 1,186 624 289 
Other countries ______Ll24, 7 45 742,809 __ 433AQJ 

l,93J,!04 ~928,548 t,1184,788 

Premium revenues are attributed to an individual fon:ign country based on the individual region from which the membership originates. 
Advertising revenues are attributed to an individual country based on country of individual viewing the campaign. There are no 
individual countries that mak.e up greater than 10% of total revenue included in "Other countries". 

Non-current assets by geographic area 

Non-current a">sets for this purpose consists of property and equipment. 

Uni!Ed State.~ 
United Kingdom 
Sweden 
Other countries 

2016 2015 -
(in € thouand~) 

49,394 
18, 787 
12,329 

___ _ 4.32? 

84,839 

43,982 
20,924 
14,575 

___ ,_l.613 

81,094 

As of December 31, 2016 and 2015, the Group held no property end equipment within Luxembourg. 

7. Personllel expenses 

lOl~ 1014 
__ }016, _ _ nes.tl!t.~L .. Restated 

(In (i thOMi.ilmb) 

Wages and salarie.11 2.j0,992 163,321 115, 184 
Social security expenses J7.585 44,7il0 27,663 
Contributions to retirement plans 12,142 6;6'12 5,820 
Share-based p11yments 52,880 28.149 16,976 
Other employee benefits ·-·~-8.:~91 - . -JM.11 - ..... , .. J.~.J.4 78, 

372.40.l 258.523 181,126 
" . 

Anrage full time employees 2.162 1,581 1,364 
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8. Auditor Remuneration 

-_ _J_'lli__ ~.~!.~ ......... _. ··· - .!lllt_,. 
(inf. thousands) 

Audit and audit related fees 3,565 3,154 2,658 
Tax fees 225 
All other fe~ 127 

31692 J,154 2,883 

9. Finance income and costs 

2015 2014 

~~~- Rat11tt1J. ._ _.R£!~ ·-· 
(in€ thout111nds) 

Finance income 
Fair value movements on derivative liabilities (note 23) 22,864 26,671 26,144 
Interest income 4,911 l,SOI l,357 
Foreign exchange gains 124,624 .?.~8.4 1,038 
Total 152,399 35,7~6 28,S39 

Finance costs 
Pair vo.lue movements on derivative liabilitie3 (note 23) (47,649) (14,287) (1,989) 
Fair value movements on convertible notes (note 23) (245,053) 
Interest, bank fees and other costs (5,297) (I, 121) (2,703) 
Foreign exchange losses _ (38,633) (10,831) ___ (14,758) 
Totid {3361631) (26.239) (19,450) 

10. Income tax 

201! 2014 
___ J.!)16 __ . .. Ru111.!~~L- ~!l!.t.!~L .. _ 

(in€ thllUIWll!d9) 
Current tax expense/(benefit) 
Current yeor 5,382 5,035 (292) 
Changes in estimates in respect to prior year ---- (1,386) - _ (l,4_26) 8,694 

__ }i?.?.§ --- 3,609 8,401 
Deferred tu expeose/(benefit) 
Temporary differences (849) 400 (26) 
Change in recognition of deferred tax 56 477 (2,734) 
Change in tax rates - .. ~ -~ -··~··---

{48~) 11203 ___{l,76~) 
Income tax expense J,!m 4,811 !i,641 

There is no income tax related to components ofothcr comprehensive income/(loss) for any of the periods presented. 

The Group believes that its accruals for tax I iabiliti~ are adequate for oil open tax years based on its assessment of many filctors, 
including inteiprc:tations of tax law and prior experience. 

Jn 2016, the Group recognized €2. 7 million of current income tax expense for provisions and ha~ cumultttively recorded liabilities of 
€5.8 million for income tax provisions at December 3I,2016, of which €5.5 million is reasonably cxpectc:<l to be re.solved within twelve 
munths. 
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A rcconciliution between the reported tax expense for the ye11r and the theoretical tax expense that would arise when applying sto.tutory 
tax rate in Luxembourg, 29.22 % (2015: 29.22%, 2014: 29.22%), on the consolidated losli before taxes, is shown in the table below: 

WIS 2U14 
_!!IJ,!1 __ Retlal"d lll'llltt.141 

(In t: thoun nd~) 
Loss before tu. ~J~2_?} _ (216,369) ->h (.18~141!9.) 
Tax using the Luxembourg tax rate (156,531) (66,203) (53,321) 
Effect of tax ra.tcs in foreign jurisdictions IS.210 10,243 S07 
Change in ta.x rates 308 326 
Pcmlanent differences 11,427 8,130 (4,492) 
Cho.ngll in unrecognized dcforred loxes 132,313 51,704 53,374 
Adjustments in respect to prior years (1 ,8 I 3) (950) 8,749 
Other 2.597 q_62 825 
Income t111 expense 3,,11 4.812 51642 

The major components of deferred taic assets and liabilities are comprised of the following: 

lntw1gible assets 
Share-based compensation 
Tax losses cerTied forward 
Unre111i1.ed losses I (go.ins) 
Property and equipment 
Other 
Net Tu 

ltcconcilialla11 ur dcferr\'.d ta•, Ott 

At January l 
Movement recognized in consolidated statement of operntions 
Movement recognized in consolidated statement of ohanges in equity 
Foreign exchange movements 
At December 31 

~·6 

729 
224 

3 
863 

_1,_)09 
3,128 

201<1 

4,470 
485 

(l,702) 
(&2S) 

3,t28 

2015 1Ul4 
_IW~iwlf.iJ _ lklh!l\I 
(In t: tholdM nds) 

(1,597) (2,197) 
3,137 1,845 
5,190 2,696 

(2,779) 461 
(209) 8(J5 
728 136 

4,470 3,746 

.2015 20.14 
Res1,1'1S Mc->llllcd 

(Inf. lhou,"nib) 

3,746 366 
(1,20.J) 2,760 
1,292 589 

___ 615 ____ ;u_ 
4,470 .3~746 

Deferred tax assets and deterred tax linbilities arc offSet if a leg111ly enforceable right exists to set off current tax assets 11g11inst current 
tax liabilities and the deterred taxes relate to the same taxable entity 8lld the same taxal.ion authority. 

Reconcllialiun to bola nee sheet 

Deterred tax assets 
Deferred tax liabilities 
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~1116 
2015 

RcstAled 
(in€ lhtJUHIJth) 

3.177 4.470 
........ _<.49) 

3.118 4,470 ----=-
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Defem:d tax assets have not hem recognized in tespect of Che fi:Jllowing ilcm:s, b~'e it is not proboble that future toxoblc profit will 
be available agrlinst which the C'rroup c11n use the benefits. 

2015 ZOl4 
_ .... . 20"4 Rntat~ Rest~,lfd 

(int: thousBnds) 

Intangible assets 4l,236 
Share-based compensation 2,141 19,098 9,118 
Tax losses carried forward 196,968 176,013 102,746 
Unrealized losses 18,333 1,183 
Propcn.y Wld equipment 6,021 1.700 2,328 
Foreign lax credits 3,818 l,28Q 
Other _3,607 _§,054 l ·.?&Q 

272,124 2041154 1171!!§5 

In 2016, €0 (2015: €0, 2014: €2.7 million) ofpreviuusly unrecognized t11X losses and temporary differences were recognized. 

At December 31, 2016, no deferred tax liability has been recognized on investment!! in subsidiaries. The Company has coocluded it has 
the ability and intention to control the timing of any distribution from its subsidiorics and will only do so in a tax 11dvantageous manner. 
It is not practicabl~ to calculate the unrccogoiz~ deferred tax liability on investments in subsidiaries. 

Tax loss carryforwards as al Deccmher 31 1 2016, were expected to expire as follows: 

Tax Joss carryforwards 
Foreign Tax Credits 

I I. Less per share 

265 
3,818 

2D7.! ~rl.!!_Qnward• lJnll•!!td-
(ln € lh!lll8MRdA) 

409,907 428,702 838,874 
3,818 

Basic loss per share is computed using tht: weighted-average number of outi;tanding ordinW'y shares during the period. Diluted loss per 
share is 1,;umputed using the weighted-av~ragt: number of t.1utstanding ordinary shares and excludes 11!1 potential ordinary shares 
outstanding during ch e period, as their int:lusion would be anti-dilutive. The Group's potential ordinary shares primarily consist of 
incremental shares is11u.ab!e opon the assumed exercise of stoek options and warrant<>, and the incremcotal shares issuable upon lhe 
assumed vesting of unvested restricted stock units and restricted stock awards. The computation ofloss per share is as follows: 

Basic and diluted 
Net loss attributuble to owners of the parent 
Shares u.sed in computation: 
Wt:ight~·avcrage ordi!lllry shares outst11nding 

Basic and diluted lolls per slt1u~ 

2016 _ 201_s _ .... 

(In thuu$Rnd,, exc~pl per 11harc dala) 

(539,210) 

__ 3_i709 
(145.38) 

(231.381) 

J,549 
(6S.20) 

1014 

(188,122) 

3,360 
(55.99) 

Potential diluti vc securities that are not included in tbe diluted per she.re celcuJotions because they wcruld be anti.dilutive are as 
follows: 

Employee options 
Non-employee options 
RC.'!tricted stock uni~ 
Restricted stock awards 
Warrants 

- 34 -

2016 
274,412 

12,537 

128,000 

2015 

229,803 

15,687 
1,984 

ZIH_4 __ 

174,319 
IOl,740 
21,238 

3,968 
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The potenlial ordim1ry shares issuable relating to the contingent options wid convertible notes arc issuable only upon specified 
contingent events. As the specified contingent events have not occurred, these contingently dilutive shares arc not considered !n the 
calculation of dilutive EPS. For further details, please see note 16 and 18. 

11. Property and equipment 

Property and Lenehnld 
f:qulpmfnt !!!!2fovc men!·~ ---~-I(!!!!_l 

(in € thou&11nds) 

Cost 
At January I, 2015 54,845 2L,266 76,111 
Additions 41,475 11,910 53,385 
Transfers (5,245) 5,245 
Reclassification 2,606 2.606 
Exchange di lforcm:i.:s 7,246 ~7,)§7 4.628 
At December 31, 2015 95,927 40,803 136,7JO 

Additions 27,890 10,277 38,167 
Disposals (10,111) (813) (I 0,924) 
Exchange differences ~-__G_-?!Hl __ _LQQQ Oi644 l 
At December 31, 2016 111,002 51,327 162,J29 

Accumulated depreciation 
At January I, 2015 (21.0l<\) (4,387) (25,401) 
Depreciati1m charge (21.477) (4,496) (25,973) 
Reclassification (2,606) (2,606) 
Exchange differences Ll.Al?l {231) (1,656) 
At December 31, 2015 (46,516) (9,120) (SS,636) 

Depreciation charge (25,836) (6,408) (32,244) 
Disposals 10,111 813 10,924 
Exchange differences --···~---41? -- ---___{22..!_) .1534) 
At December 31, 2016 (61,784) (15,706) (77,490) 

At December 31, 2015 49,411 31,683 81,094 

At December 31, 2016 49,218 351621 84,839 

The Group !eases various equipment under non-cancellable finance lease agreements over a lease term of 3 years. Property and 
equipment includes the following lllllounts where the Group is a lessee under a finance lease: 

Finance !eases 
Accumulated depreciation 

- 35 -

2016 2015 
(in f: thou8'1nds) 

15,487 15,891 
(1(),317) (5,569) 

5, 175 I0,322 ==--
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13. Intangible assets inc:Iuding goodwill 

Internal 
development Atquired 
co~ts and illhmglhle 

-- (!f\tents - -l!.~e!!._ __ __ Ql~~L .• _Tol!L __ -~ood~ . , Tota,.!.., _ 
(in € thousand1) 

Cost 
At JAnuary J, 201~ I0,912 10,9Jl St,614 62,526 
Additions 4,584 537 5,121 5,121 
Ac4uisition, business combination (note 5) 7,259 7,259 
Exchange difterences - -- LJ29 - ................. ... J~!)2 __ 5,687 --·-- -~&J§ 
At December 31, 201~, as restated 4,584 12,041 !37 17,162 64,S60 81,721 

Additions 3,445 .3.44.5 3,445 
Acquisitions, business combination (note 5) 57l 571 <>.63] 7,204 
Write off of fully amortized intangibles (1,380) (I ;180) (1,380) 
Exchange dift'erences ___ )78 .. - ... - .. 278 _____ JJ.J?. . __ 2,QJ5. 
At December 31, lOJ6 8,019 11,510 !537 20,076 72,930 93,006 

Accumulated amortb~ation 
At January J, 1015 (3,997) (3,997) (3,997) 
Amortization charge (424) (3,567) (166) (4, 157) (4, 157) 
Exchange differences ---- __ _Jill) {36) _ __Jfil) .... _ l4!1) 
At December 31, 2015, as restated (424) (7,945) (202) (8,571) (8,57'1) 

Amortization charge ( 1,962) (3,502) (201) (5,665) (5.665) 
Write otf of fully amortized intangibles 1,380 1,380 l,)80 
Exchange difterences _ IJ,,I) {334) - (~~~) ...... -0?..~) 
At December Jl, 1016 (2,450) (l0,401) (403) (13,254) (IJ,2S4) 

Net book value 
At December 31, 2015, as restated 4,160 4'°96 335 ll,S'> I 64,S60 73,15l 

At December 31, 2016 .!l.579 l,I09 134 (1,822 7.2,930 79,7!i2 

Amortimtion of€4.6 million in 2016 (2015: €3.8 million, as re.~tated, 2014: €3.4 million) is includcJ in product development in the 
consolidated statement of operations. Product development costs thnt nre not eligible for capitalization have been expensed in the period 
incurred. 

Goodwill is testeu for impairment on an annual b11sis or when there are indications the carrying amount may be impaired. In 2015 and 
2014, the Group had only CGU. In 2016, given the Group's focus on the difTerentlation between Premium and Ad·supponc<l as distinct 
husincss, as well as the evolution of these services a.~ distinct products an<l experiences that appeal to different customers, the combined 
revenue organii.ation was separated into two businesses, Thus, for the purpose of20l6 impairment testing, goodwill is allocated to the 
Group's two CGUs, the Premium business um1 All-supported business, based on the units that arc expected to benefit from the business 
combination .. 'Jhc Group monitors goodwill at the CGU level for internal purposes, consistent with the way it assesses performance and 
allocates re.~ources, The carrying amount of goodwill allocntcd to each of the CGUs is as follows: 

Goodwill 

Valuation methodology 

--=-" =rtn1i11111 busineaa 
__ __,2=0=1 ~--

_M:~!l.P.P.9.rm! .lrn~i.!! .!"!!s. ........ . 
2016 

(in€ thous11mb) 
64,040 8,890 

The recoverable amount of the Premium and Ad·supported CGUs is lleterrnined by the Probability Weighted F.xp~tef.I Return Method 
("PWERM"). The PWERM represents fuir value less costs of disposal ("FVLCD"), which is classified as Level 3 under the fair value 

• 36 -

Case 1:16-cv-08412-AJN   Document 288-4   Filed 11/13/17   Page 42 of 72



Notes to the 2016 coasolldated financial statements 

hierarchy. FVLCD is ca!CtJl11ted using the projected revenue oflhe Group and 11pplying a multiple based oo historiail revenue 
multiples of comportlblc publicly lnK.lec.l companies. The PWERM mdhod quantifies the underlying enterprise value by probttbllity 
weighting the indicated equity values of potential discrete future outcomes (or "scenarios"). The weighting and key 11ssumptions used 
to estimate lhc fuir value using the PWERM were the snme for both CGUs. As n result of the analysis, the f'VLCD for the Premium 
and Ad-supported CGU~ wns determined to be in excess of their currying amounts. No impairment was recorded in 2016. 2015, or 
2014. 

Key asHmptions used in the FVLCD calculations at the inapairment testina date 

Thi: valuntion moJeb weighted the different scenarios ;is follows: 

Mnrkc;t Approach -High Case initial public offering ("IPO") 
Market Approach - Low Case lPO 
Markert Approach- High Case TrWlsaction 
Market Approach - Low Case Transaction 
Pr!v11tc Cose - Income and Market Approaches 

2016 201S 
20% 20% 
40% 40% 

4% 4% 
6% 6% 

30% 30% 

The key assumption:> used to estimate the fuir velue ofthe CGUs using the PWERM are as follows: 

Revenue multiple used to utimate enterprise value 
Di~unt tflle (%) 

1016 
2.0-3..S 

19.0 

2015 
3.1-S.9 

14.0 

The calculation of the FVLCD is most sensitive to the revenue multipk 1100 discount rate assumptions. Revenue multiples were selected 
based on the rehtti ve growth prospeds, margin, and risks of comparable com ponies. versus the Group as well as an assumption of market 
conditions al exit. The indicated value in the IPO and transaction ca!les were discounted bock to the voluotion date; using a rate consistent 
with the Group 's weighted 11verage cost of capital \'WACC''). There arc no reasonably possible changes in the key assumptions that 
would rc.~ult ln the COU C81T)'ing amounts excc:Wing their recovemble amounts. 

14. Restricted usll 

Le11.Se deposits 
Other 

15. Trade and other receivablea 

Trade receivable:; 
Less: provision for impairment oftrode receivables 
Tntde receivables - net 
AdVWlt:C:S to rights holders 
Accrued revenue 
Other receivables 

l016 2015 
{I•€ t'o ... nd1) 

19,684 19,219 
! .• ~~.§. . -- . __ J37 

21,170 l9,,S6 

2015 
ltl16 Re9tated 

248,553 
(25,746) 
222,807 

8,443 
60,692 
7,1 12 

299,654 

176,629 
_ J l2.74J) 

163,886 
2,034 

70,241 

- - - 8,111 
244,298 

Trade receivables are non-interest bearing and generally have JO.day payment terms. Due tn their comparatively shore maturities, the 
carrying value of trade and other receivables approximate their fair value. The Group e~tablishcs an occrual against advances mnde to 
rights holders not expected to be recovered. 
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The aging of the Group's trade receivables that arc not impaired arc as follows: 

Not yet due 
Overdue 0 - 30 days 
Overdue 31 - 60 days 
Overdue 60 - 90 days 
Overdue more than 90 days 

2016 
( i11 € thous~ nd 1) 

127,338 85,402 
44,642 52,874 
21,204 8,5 55 
12,896 9,886 

l .?.7E ---~li!.§2. 
222,807 l6J,886 

With respect to trade receivables that nre neither impaired nor past due, there are no indications flt the reporting dute that the debtors 
will not meet their payment obligations. The trade receivables past due relate to a number of customers for whom there is no recent 
history of defuult or other indicators of impairment. 

The movements in the Group provision for impainnent of trade receivo.bles are as follows: 

At January 1 
Provision for receivables impairment 
Receivables written off 
Reversal ofunutilizoo provisions 
At Dccem her J l 

lOIS 

(In € thou.'111 ndi) 

12,74J 
29,532 
(5,366) 

(11,1_63) 
25,746 

6,L14 
9,392 

(64) 
(7.§.9-?> 
IZ,74J 

The Group maintains a provision for impainnent of a portion of trade receivables when collection becomes doubtful. The Group 
estimates anticipated losses from doubtful accounts bll..'lecl upon the expected co!lectahility ofa.11 accounts receivables, which takes into 
account the number of days past due, collection history, identification of specific customer exposure, and current economic trends. An 
impainnent loss on trade receivables is calculated as the difference between the carrying amount and the present value of the estimated 
future cash flow. Impairment losses are charged to General and adminislrative expense in the consolidated statement of operations. 
Receivables for which an imp11innent provision was recognized are written off against the provision when it is deemed uncollectible. 

The maximum exposure to credit risk at the reporting date is tbe carrying value of each class of receivables mentioned above. 1he Group 
does not hold any collateral as security. 

16. hsued share capital and other resenes 

The Group has incentive stock option plans under which options to subscrihe to the Company's share capital have been granted to 
executives and certain employees. Options exercised under th~e plans have been settled via the issuance of new shares. As at 
December 31, 2016, the authorized and subscribed share capital was comprised of 10,075,044 (2015: 10,075,044) s\111res at a par value 
€0.025 each. 

On November 13, 2012, the Group entered into on equity financing agreement with new and existing shareholders lbr the issuance of 
105, l 03 shares for total gross proceeds of€78. 7 million and incurred transaction costs of€2. 7 million in addition to the shares recei vcd, 
the new investors also received contingent options that provided downside protection (meaning that the new investors are eligible to 
receive additional shares at certain valuations in the event of certain triggering events such EIS a trade sale, I PO, or Ii qui dation of the 
Group). '!he contingent options were determined to be embedded derivatives which required separation from the equity issuance. The 
contingent options rucognized as a derivative 1 iability upon issuance were val ucd at €3 8.9 mill ion at December 3 l, 2012. Refer In note 
23. 

On November 20, 2013, the Group entered into an equity financing agreement with new investors forthe issuance of205,829 shares. 
On December 19, 2013, the first closing occurred and the Group issued 139,604 shares for total gross proceeds of €123.2 million and 
incurred transaction costs of €2. 1 million. The second closing occurred on Janu11ry 17, 2014, whereby 66,225 share~ were issued for 
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total gross proceed5 of€58.4 million, In addition to the shar~ received in December 2013, the new investors also received contingent 
options that provided downside protcctioo (meaning that the new imestors are eligible to receive !U.lditional shares lit certain valuations 
in the event of certain triggering events such as a trade sale, lPO, or liquidation of the Group). The contingent options wern dctennined 
to be embedded derivatives, which required separation from the equity issuance. The contingent options recognized as a derivative 
liability upon issuance were valued at €30.5 million at December 31, 201 J. Refer to note 23. 

On March I I, 2014, lhe Group aequ ired 111! of the i ~sued and outstanding shares of The Echo Nest Corporation r'Echo Nest"). Pursuant 
to IFRS 3, Business Combinations, the total considemtion was €49.7 million. The purchase consideration consisted of€5. l million of 
cush, 57,928 shares of common stock in the Company, and estimated pre-combination share based payment awards valued at €4.7 
million. A total ofJ,968 shares issued had vesting restrictions. For further details, please see note 5 and 17. 

On April 17, June 9, and July 15, 2015, the Group entered into an equity financing agreement with new and existing shareholders for 
the issuance of 23 7, 122 shares for total gross proceeds of €4 78. 9 mill ion lllld incurred transaction costs of €4.4 m ii 1 ion. In addition to 
the shares received, the new investors also received contingent options that provided downside protection (meaning that the new 
investors are eligible to recei vc additional shares at certain valuations in the event of certain triggering events such as a trade sale, !PO, 
or liquidation of the Group.). 'Jbe contingent options w~e determined to be embedded deri va.tivcs, which required separation from the 
equity issullIJce. The contingent options arc recognized as 11 derivative liability and were valued a.t €87.8 million upon issuance. For 
further details, ptease see note 23. 

On Octobcr 17, 2016, the Company issued, for €26.9 million in c~h, warrants to acquire 128,000 shares of its common stock to certain 
mcm bcrs of key management of the Group. The exercise price of each warrant is US$2,024 .40, which was equal to 1.2 times the fair 
market val uc of common stock on the date of issuance. The warranta are exercisable at any time through October 17, 2019. For further 
details, please see note 23. 

No dividends were pa.id during the year or are proposed for the present year. All shares have equal rights to vote at general meetings. 

Other reserves 

Currency translation 
At J11.nuary l 
Currem;y translation 
At December 31 

Avoilable for sale linand1d assets 
At January 1 
Unreali=..I losses 
At December 3 J 

Share-bused payments 
At January I 
Share-base payments (note 17) 
Income tax impat.1 associated with share-based 

payments (note 10) 
At December 31 

At December31 

2015 
201,6 _ Rnt~te•t. 

(In € thou,,.indH) 

8,358 7,856 
( 13,295) ....... ?Q7_ 
(4,937) 8,358 

. _(~ ... E5.l. .. 
(4,175) 

77,093 47,168 
53,360 28,633 

288 ,, ___ _J,292 
130,741 77,093 

121,629 851451 

2014 
R~•IMll'd 

5,900 

1,2~§ 
7,856 

29,454 
17,125 

589 
__ 4(,168 

55,024 

Currency translation reserve comprises foreign exchange differences arising from the translation of the financial statements of foreign 
operations into lhe reporting currency. 

Available for sale financial assets reserve recognizes the unre1liized fair value gains and losses on current asset investments held as 
availahle for sale. 
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Share-based payments reserve recognizes the grant date fair value of equity-settled awards provided to employees as part of their 
remuneration. For further details, please see note 17. 

17. Share-based payments 

Employee Share Option Plans 

Under the Employee Share Option Plans ("ESOP''), share options of the Company are granted to executives and certain crnp!oyee.'I of 
the Group. For options granted prior to J !lfluary 1, 2016, the exercise price is equal to the fair value of the shares on grant date for 
employees in the United States end for US citizens and fair valLJe less 30% for the rest of the world. The velue of the discount is included 
in the grant date fair value of the award. For options granted thereafter, the exercise price of the options is equal to the foir 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 a rate nf6.25% each quarter until fully vested. The exercise price for options is payable in the EUR 
value ofa fixed USO amount; therefore, the Group considers these 11wards to be USO-denominated. The options are generally granted 
with n term of5 years. 

In connection with the Group's acquisition of Echo Nest in March of2014, the Group assumed Echo Nest's equity incentive plan and 
issue<l replacement awards, '!he Group issued 11,454 stock options at a weighted-average exercise price ofUS$282 to replace previously 
held Edrn Nest equity awards. 

Restricted S1oclc Awardv 

In connection with the GroLJp 's acquisition of Echo Nest in March of 2014, the Group issued restricted stock awards (RSAs) to certain 
Echo Nest employee.'l. Vesting of the RSAs is contingent on continued employment oftheie employees. The awards are accounted for 
as equity-settled share-based payment transactions. The Group issued 3, 968 RS As. The RSAs vested annually over a two-year period 
from the acquisition date. During 2016, the Group recorded sh1tre-base<l compensation expense related to RSAs of€ 161,000 (20 l 5: € 1.2 
million). The valuaJion of the RSAs was consistent with the filir value orthe common stock further described in note 23. 

Restricted Stock Unit Program 

During 2014, the Company implemented Restricted Stock Unit (RSlJs) program accounted for as equity-settled share-based payment 
transaction. RSUs arc measured based on the fuir market value of the underlying stock on the dute of grant. The RS Us gnrnted to 
pan icipants under the Program gcncral ly vest over three lO Ii. ve years. The vesting of certain RS Us cou Id accelerate in the event of an 
IPO or other change in control event. During 2016, the Group recorded share-based compensation expense related to restricted stock 
units of€5.2 million (2015: €7.8 million). '!he valuation of the RSUs was con.~istent with the fair value of the common stock further 
described in note 23. 

Activity in the RSUs and RSAs outstanding and related information is as follows: 

HSU HS/\ 
Weighted WeiMhled 
Average Average 

Number of Grant Dale Nu111ber uf Grant Dpte 
- .. Ji~!l.!L .. . .Jilt\ r. V.a lue ...... ~As_ ll'~tli!•!!!.-. 

IJS$ 1JS$ 

Outstanding at January 11 2015 21,238 1,215 3,968 956 
Granted 2,961 1,726 
Forfeitoo (5,723) 1,215 
Vested """"""'""'(2;.J~2) -~-- .1l..! .. ~. (1,984) 956 
Outstanding at December 31, 1015 15,687 J,JI I t,984 956 

Granted 4,402 1.614 
Forfeited (J,500) 1,215 
Vested ~ ... ~J4,052) __LlQ!. __ ,,_([,2~4) '956 
Outstanding at December 31, 2016 12,537 11469 
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Acthdty io the share options outstanding and related information is as fu!lows: 

Outst1111ding at January t, 2015 
Granted 
Forfeited 
E><ercised 
Expirod 
Outstanding at December Jt, 201!'1 
Granted 
Forfeited 
Exercised 
Expired 
Outstanding at December JI, 2016 

Exercisable at December 31, 1015 
Exercisable at December Jl, 1016 

I) Settled by 1:r.:rtain of the Company's ShNeholders 

~or 
Weighr~d 

Nu111ber of .vernge 
O(!liOnR £,!£!&'!.c..J!i:!~~ 

USS 
174,319 SlO 

83,691 1,615 
(7,922) 801 

( 17,785) J77 
__ _Q.~OOJ 609 

2l9-J!2 912 
150,509 1,676 
(12,814) 1,441 
(91,537) 406 
(J ,549) ··--··- 817 

174,412 1~75 

123,180 527 
94,125 1,199 

Non-mp!t>fl!e _qpJkln1 
Weighted 

Nu111hcrof 1ven11:c 
~tion~ _ ~.~!'\?~ l!f.,!!;£ 

f. 

101,740 97 

(JOJ,740) I (97) 

---

The weighted overage contractuel life for lhe share options outstanding at December31, 2016 is J.4 years (201S: 2.S year~). The 
weightc:d average sharepricc at exercise fur options exercised during2016 was USSl,682 (201 S: USSl,744). The weighted average lilir 
value ofoption:1 granted during the year ended December 31, 2016 was US$524 per option (2015: US$623). 

·111e share options outstanding are comprised of the following: 

A.Ange of ei:en:ise prices (US$} 
Below 1,600 
J,600- t,700 
Above J,700 

1016 ~!L 

Nu111bcr fl( 
__ Oji~ 

68,277 
158,003 
48 132 

274,412 

Weight«d 
average 

rem!lining 
contraetual 

life 
~MIL_ 

!'<umber of 
-~pllon~--

2.0 165,260 
4.0 31.704 
3.6 ~~839 ___ J._.. 229,803 

Wciahlcd 
11vc11111e 

rtmalnl"g 
contnlctu1I 

Urt 
(years) 

---

1.9 
4.3 
4.3 
2.5 

In detem1ining the fuir value of the employee shnn:·hased awards, the f'JToup uses the Black-Scholes option-pricing model. The Company 
does not anticipate paying wiy cash dividends in the near future and therefore. uses an expected dividend yield of zero in the option 
vo.luation model. The expected volotility is basod on the historical volatility of public companies that are comparoble to the Group over 
the expected term oflhe award. The risk-free rate is based on US Tre~ury zero-coupon rates as the exercise price is based on a fixed 
USO amount. The expected Ii fc of the Rho.re option~ is based on historical Llata Md current expectations. 

The following table lists the inputs to the Black·Scholes option·pridng models used for employee share-bused payments tor the years 
ended December 31, 2016 and 20 IS: 

Expected volatility(%) 
Risk-.&ec iote1·cst rate(%) 
Expected lifo of share options (yean1) 
Weighted avcrttge share price(llS$) 
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2016 __ _ 

37.9- 45.8 
0.8 - 1.8 
2.S- 5.0 

1,648 - I. 776 

201~ 

39.4-55.9 
0.9-1.6 
2.8-5.2 

l,448 - l,86-0 
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Vnluation assumptions are detennined 11t coch grant date and, HS a result, arc likely to change for share-based awards gr!lflted in future 
periods. Chu.nges to the input assumptions could materially affect the estimeted IBir value of shere-bascd payment aw11rds. 

The sensitivity ana.lysis below shows the impact of increasing and decreusing expected volatility by to% 11s well as the impact of 
increasing and decre!l!ling the expected life by one year, This analysis was performed on stock options granted in 2016. The following 
table shows the impact of these changes on stock option expense for the options granted in 2016: 

Actual stock oplion expense 
Stock option expense increase (decrease) under the following 

assumption change:i 
Volatility decreased by 10% 
Volatility increase by 10% 
EKpected life decrease by I year 
Expected life increase by I year 

2019 

(in€ thomiand8) 

26,187 

(6,887) 
4,465 

(5,437) 
2,447 

The expense recognized in the consolidated statement of operations for employee sh11re-ba.scd payments is as follows: 

Cost of revenue 
Product development 
Sale3 and marketing 
General and administrative 

18. Convertible notes and borrowings 

Convertible notes 

_2016 

788 
15,516 
10,459 

.. 7!i.Jll 
!52,880 

201S 
. H.~.!~Jed 

(in € thou1111 nd•) 

738 
11,108 
5,732 

... J .. 9,.~n 
28,149 

Wl4 
Restated 

774 
8,825 
3,868 
3,509 

16,976 

On April l, 2016, the Group issued US$1,000 million princip11l 11mount of convertible notes due in 2021. The notes wc:re i:isued at pw
and bear interest of 5.0% Payment-in-kind (PIK) interest increasing by 100 basis points every six months after two yean;, The notes 
upon a specified conversion event occurring within twelve months, will oonvert into common stock at a conversion rate reflecting a 
conversion price equal to the lesser of a price cap per share or a discount of20,0% to the per shW"e price offssuer's common stock. If 
a specified comersion event lu.ci not occuncd within twelve months, the discount will increase by 250 basis points and then again, every 
six months thereatler until a specified conversion event has occurred. The terms also include change of control clause.s where the notes 
holdcrn have the option to convert into common stock. At maturity, if the notes have not yet been converted or repaid, note holders will 
receive cash in an amount equal to the original principal amount plus 10% annualized return. 

The Group accounts for the convertible notes in aceordanee with IAS 39, Financial /n..~truments: Recognition and Measurement, 'fair 
value option'. Under this approach, the convertible notes are accounted for in its entirety at fu.ir value through profit or loss (initial 
recognition). The transaction costs ofapproximatcly US$20 million were effectively immediately expensed in finance cost~. 

The convertible note agreements include certain affinnativc covenants, among othel'3, including the delivery of audited consolidated 
finwrnial statements to the holders. 
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Finance lease liabilities 

Total borrowings i ncludc finance lease liabilities. Lease liabilities arc elfecti vely secured as the rights to the le.ased asset revert to the 
lessor in the event of defuult. 

Gross finance lease liabilities - minimum lease payments: 
Not later than one year 
Later than one year but not more than 5 years 

Future finance charges on finance lell!le liabilities 
Present value of fina nee lease liabilities 

The present value of finance lease liabil itie.<i is ll!l fu 11 ows: 

No later than 1 year 
Later than I year and no later than 5 years 

Undrawn borrowing facilities 

~91~.. ~-
(in € thou1111nds) 

4,748 
!}5~-

5,701 
.... (47) 
S,654 

5,715 

--~-~-~A.99. 
11,205 

(4_99_) 
10,706 

(in € thOUHHds) 

4,703 

- 9~J 
5,654 

5,650 
.... _2,Q~§ 

I0,706 

On December 23, 2013, the Group signed a Revolving Credit Facility with a group of lenders. The racility provided for maximum 
borrowings, ofUS$200.0 million. The total fil.ci!ity wa~ available for issuance under a revolving loan and US$20.0 million was available 
for a swingline loan, The interest rates per annum undcr the facility were based on floating rates of interest measured by reference to an 
adjusted Prime rate, Federal Fund.'l rate, London inter-bank offered rate (LIROR) or Euro inter-bank offored rate (EUR!BOR). The 
Group incurred looo origination foes ofapproximately US$2 million, which were deferred ood amortized to finance costs over the tenn 
ofthe facility. 

The Revolving Credit Facility was tenn inHted on April 7, 2016. The Group had no borrowings under the senior revolving credit facility 
at the time of its termination. No early tcnnination penalties were incurred by the Group as a result of the termination. 

The Group incurred financing costs and commitment fees, of€966,000 in 2016 (2015: €999,000, as restated, 2014: €1.4 million, as 
restated), inclusive ofloan origination amortization and unused commitment fees, Upon termination of the fucility, the Group wrote off 
the remaining unamorti1.ed Imm origination costs. 

19. Trade and other payables 

Trade payables 
Value added tax and sales taxes payable 
Employee related liabilities 
0th er cu rrcnt Ji a bili ti es 

2015 
__ 2(!16. . __ J~~~a!_!l_!L_, 

(ln € lhousand!) 

139,298 76,564 
49,585 29,759 

5,246 3,728 

.? .. }J?. ·----~,090, 
201,464 119,141 

Trade payables generully have a 30-day term 11rul are recognized and carried at their invoiced vu.lue, inclusive of any value added tnx 

that mHy be applicable. 
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20. Deferred revenue 

Deferred advertising revenue 
Deferred subscription revenue 

21. Accrued expenses and other liabllitle1 

Non-currenJ 
Deterred rent 
Borrowings (note 18) 
Other accrued liabilities 

Current 
Accrued fees to righta holders 
Accrued salaries, v1:1c11.tion and related taxes 
Accnied social churge fur options and RSUs 
Borrowings (note 18) 
Other accrued expenses 

• 44. 

lOIS 
2016 Re•t•le~-

(ill€ lhOUHlld8) 

1,326 1,6.51 
90,243 
91,894 

___ 149,320 
150,646 

2015 
-~g:l6 ~-~~!!!!!!l_. 

(in € thou8e nd 8) 

8,915 
951 
13_4 

10,000 

562,271 
L 9,581 
11,011 
4,703 

75,29!) 
672,766 

682,766 

9,082 
5,056 

--~ 
16,130 

377,465 
22,741 
32,771 

5,650 
........ ,,,,_,,4.~1 

484,S54 

500,684 
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22. Provisions 

'The changes in the Group's provisions were WI follows: 

Carrying amount at January I, 2015 
Churged/(creditcd) to the consolidatel:l statement of operations: 

Additional provisions 
Reversal ofunutilized amounts 
Utilized 

Carrying amount at December Jl, 2015, ns restated 

Charged/( crnditcd) to the consolidated statement of operations: 
Additional provisions 
Reversal ofunutilized amounts 
Utilized 

Carrying amount at December JI, 2016 

As at December Jl, 2015: 
Current portion, as restated 

Non-current portion, tc; restated 

As at December JI, 2016: 
Current portion 

Non-current portion 

Provision for legal contingencies 

l..cgal 
crm tingen cie11 

584 

8,321 
s 

(490) 
8,420 

45,600 

_(4,564) 
49,456 

J,782 

49,456 

Onerous 
contracts Other 

(in € th6UllBnds) 

10,705 6,940 

10,319 4,798 
(10,705) (3,354) 
.. Q,§50) 

6,669 8,J84 

4,544 2,750 

(6,403) (4.390) 
4,810 6.744 

5,160 51J44 

1,509 J,040 

J,782 41112 

1,028 226J2 

Tolsl 

18,229 

23,438 
( 14,054) 
(4,140) 
23,473 

52,894 

(15,357) 
612010 

15,142 

8,331 

57,350 

J,660 

Various legal actions, proceedings, and claims arc pending or may be instituted or asserted against the Group. These may include but 
are not limited to matters arising out of allegel:l infringement of intellectual property; alleged violations of consumer regulations; 
employment-related matters; and disputes arising out of supplier and other contractual relationships. The results of such legal 
proceedings are difticult to predict and the extent ofthc Group's financial exposure is difficult to estimate. The Group re<:ords a 
provision for contingent losses when it is both probable that a liability has been incurred and the amount of the loss can be rca:mnably 
estimated. 

On Deccm ber 28, 2015 and on January 8, 2016, two putative copyright class actions were filed against Spoti fy USA Inc. in the lJ nited 
States District Court for the Central District ofCulifornia. Those lawsuits were consolidated and trans furred to the Southern District of 
New York as Ferrick el al. v. Sputify USA Inc., C!l..'le No. 1:16-cv-08412 (AJN) (S.D.N.Y.). 

Provision/or onerous contracts 

Onerous contracts represent promotion campaigns for premium subscriptions and a specific partner contract where the unavoidable cost 
of meeting the obligations exceeds the revenue generoted. lhe costs associated with the provisions are recognized as either sales and 
marketing or cost of revenue. During 201 S, the Group established a track record demonstrating that promotion campaigns did not result 
in onerous contrncts and released the premium subscription provisiun. The Group expects the majority of this provisirm to be consumed 
witbin two years. 

Other 

The Group has obligations under lease agreements to return the leased assets to their original condition. An obligation to remove the 
impmvcmcnt upon expiration oflhe lease is accounted for as asset retirement obligations. The obligations are expected to be settled at 
the end of the lease terms. 

Indirect tax provisions relate primarily to potential non-income tax obligations in various jurisdictions. The Group recognizes provisions 
for claims or indirect taxes when it detennines that an unfavorable outcome is probable and the amount of loss can be reasonably 
estimated. These provisions are recognized as General and administrative expenses. 
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23. Financial risk management and financial instruments 

Financial Risk Management 

The Group's operations are exposed to financing and financial risks, which are managed under the control aml supervision of the Ool\fd 
of Directors ofthe Company. To nrnnage these risks efficiently, the Group has established guidelines in the form ofa tr~sury policy 
that serves as a framework for the daily financial operations of the Group. The treasury pol icy stipulates the rules und limitations for the 
management of financial risks throughout the Group. 

Financial risk management is centralized within Grnup TrelL'IUry who are responsible for the mwmgement of financing and fim1ncial 
risks. Group Treasury manages and executes the financial m1m11gement activities, including monitoring the exposure of financial risks, 
i.;ash management, and maintaining a liquidity reserve, and it provides certain financial services to the entities of the Group. Group 
'l 'rcas ury operates within the limits and pol ides authorized by the Board of Di rectors. 

Capital management 

·1bc Group's objectives when managing capital (Cash and cash equivalents, short term investments, equity, ond convertible notes) is to 
safeguard the Group's l1bility to continue as a going concern in order lo provide return~ for shareholders und to maintain an optimal 
capit!ll structure to reduce the cost of capital. The Group's capitill structure and dividend policy is decided by the lJoard of Directors. 
Group Treasury continuously reviews the Group's capital structure considering, um ongst other things, market conditions, financial 
flexibility, business risk, and growth rate. 

The Group is not subject to any externally imposed capital requirements. 

Credit risk management 

Fimmcial r1sscts cany an clement of risk that countcrparties may be unable to fulfill their obligations. This exposure arises from the 
investments in liquid funds of bwiks and other countt.Tpurtics. The Group mitigates this risk by adopting a risk adverse approach in 
relation to the investment of surplus cash. The main objectives for investments are first, to preserve principal und secondarily, to 
maximize return given the rules and limitations of the treasury policy, Surplu.'I cash is invested in counterparties and instruments 
considered to carry [ow credit risk. Investments are subject to credit rating thresholds and at Lhc time ofinvcstment, no more than 10% 
of surplus cash can be invested in any one issuer (excluding certain government bonds and investments in cash man~gement bimks). 
The weighted avemge maturity ofthe portfolio shall not be grealcr than 2 years, and the final 1nHturity ofany investment is not to exceed 
5 years. The Group shall maintain the ubility to I iquidatc the majority of all investments within 90 dnys, At December 31, 2016, the 
financial credit risk wa.'l equal to the consolidated statement of financittl positi<>n vulue uf cash and CIL~h equivRlents tllld short tcm1 
investments of€1,585 million. No credit lnsses were incurred during 2016 on inveslmcnls. 

'Ihe credit risk with respect to the Group's trade receivables is diversified geographically and among a large number of customers, 
private individuals as well as companies in various industries, both public und private. The majority ofLhe Group's revenue is paid in 
advance 8igni fi cantly lowering the credit risk incurred for these speci Iii,; counle!Jlartics. Solvency information is required for credit sales 
within the Ad sales and Purtner subscription business to minimize the risk of bad debt losses and is based on information provided by 
credit and business information from external sources. 

Liquidity risk management 

Liquidity risk is the risk of lhe Group out being !lble to meet the short tenn payment obligations due to insufficient funds. The Group 
has internlll control processes and contingency plans for managing liquidity risk. A centralized cosh pooling process enable.~ the Group 
to manage liquidity surpluses and deficits according to the actual needs at the group and subsidiary level. The liquidity management 
takes into account the maturities of financial assets and financial liabilities and estimates of cash flows from operations. 'fbe Group 
strives to maintain more than €100 million equivalent available cash-in-hand and to keep an Available Cash I Revenue ratio above 20% 
in the longer tenn. Available Cash is defined as cash ruid cash equivalents including immediately available cash under credit facilities. 

- 46-

Case 1:16-cv-08412-AJN   Document 288-4   Filed 11/13/17   Page 52 of 72



Notes to the 2016 consolidated financial statements 

The Group's policy i.s to have a slroog liquidity position In tenns ofavail.nble COJh, short Lenn inve.stment.s. and/or unutilized committed 
cratit facilities. 

Liquidity 
Short term investments 
Short term deposits 
Cash at bank and on hund 
Total surplus liquidity 

Committed credit facilities 
Revolving credit racilities (limit amount) 
Total unutiliu:d committed credit facilities 
Liquidity positio11 

J.91~ ....... 20 l.~ ... ,,_ .• -· 
(in € thOUIMI nd1) 

8.30,285 
372,670 
382,234 

1,585,189 

1,585,189 

232,349 
365,043 
597,.392 

184, 162 
184,162 
781,554 

Tnmsaction eKposurc relates to business transactions denominated in foreib'll currency required by operations (purchasing and selling) 
and/or financing (interest and amorti~tion). '!he Group's general policy is to hedge transaction c!<posurc on a case by CllS c basis. During 
2016, the Group has not entered into any hedging trnnsActions. The Group is evaluating this policy on a continuous basis. The Group 
strives, as fat as possible, to mitigate its currency exposure in the USD denominated convertible notes hy matching the balance with 
USD dcnomin11tcd cash equivalents arid short term inve111rnents creating a m1turnl hedge. Translation eitposure relates to net investments 
in foreign operutions. The Group does nol conduct 1mnslation risk hedging. 

({) Transaction exposure 3eruitivity 

In most cases, the Group's customers are billed in their respective local currency. Major payments, such as sularics, consultancy 
fees, and rental fees are settled in local currencies. Royalty payments ate primarily in EUR and USO. Hence, the operational need 
to net purchase foreign currency is primarily due to a deficit from such settlements. 

The table below shows the immediate impact on net income before tax of a 10% strengthening in the closing exchange r:;itc of 
significMt ~mencies to which the Group has exposure, at December 31, 2016 and 2015. 1:'1e sensitivity associated with o 10% 
welllcening oh particular currency would be equal 11nd oppo.'lite. lhis llSsumes that each currency moves in isolation. 

2016 _ .$. ... ~ ..... A.~!L_ ,. .... j,UIL _ .~~r. ... _ -~·USl>,,_ 
(In E: 1hou1111nd8) 

lncre11se/(decrtase) in Income before tu (19,785) 6,301 (36,226) (21,939) (31,0SO) 

2()15 SEK - AVD - - -EU_!L ____ Giii' 
_JJ~P-

{in ( lhOU•ll\lo) 

lncnase/(decrease) in income before tu (18,491) 5,347 (24,278) (23,092) 16.782 

(iQ Translation exposure se11sitivity 

The positive impact on Group's equity would he approximately €40 million (2015: €28 million) if the EUR weaJceocd by 10 
percentage point.s egainst all translation exposure currencies, based on lhe exposure a.t December 31. 2016. 

l11terest rate risk management 

Interest nste risk is the risk that changes in interest rates will have a negative impact on Group camlngs a..nd cash flow. The fuir v11lue of 
the Gruup's convertible notes is dependent on market interest rates, which may negatively impact eemings. The convertible notes are 
remeasured at each reporting date using valua.tion models using input data which includes m11tket interest rat~. Changeli in the fair value 
of the convertible notes are recognized in finance income or cost in the consolid.at~ statement of operntions. Ao increase in market 
interest rates will decrease the value of the convertible notes. The Group hM not entered into any hedging arre.ngemenl to mitigBte these 
fluctUt!tions . 
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The Group's exposure to interest rate risk is also related to its interest-bearing assets, primW"ily its available for sale debt securities. 
Fluctuations in interest rates impact the yield of the investment. The sensitivity analysis considered the historical volatility of short term 
interest rates nnd dctcm1ined that it was reasonably possible th.at a change of 100 basis points could be experienced in the near term. A 
hypothetical 1.00% (I 00 bosis points) increase in interest rates would have impacted interest income by €6.2 million for the year ended 
Dec cm ber 3 I, 2016. 

Financing risk management 

The Group finances its operations through external borrowings, equity, and cilSh tlow from operations. The funding strategy has been 
to diversify funding sources. CWTently the external debt consists of the convertible notes and finance leases. 

Share Price Risk Management 

Share price risk is the risk that the fair value or future cash flows ofa financial instrument will fluctuate due to chwiges in the fair value 
of the CompWly'~ common share price, The Group's exposure to this risk relates prim!IJ"ily to the derivative liabilities !U'ising from 
finwicing activities. These derivative liabilitici1 are remeasured at each reporting date using valuation models using input data. basecl on 
the Company's share price. Changes in the fuir vnluc of these instruments are recogni:t.ed in finance income, An increase ofshare price 
will decrease the value of the financing arrangements. The Group has not entered into WlY hedging arrangement to mitig11te these 
fluctuations. 

Management of Insurable risks 

Insurance coverage is governed by corpora.le guidelines and includes a common packogc of different property and liability insurance 
programs. The business is responsible for assessing the risks to decide the extent of actual coverage. Group Treasury mWlages lhe 
common f'.JToup insurance programs. 
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Financial Instruments 

Fair values 

Set out below is a comparison of the carrying amounts and fuit values of financial assets and liabilities. The carrying amounts of certain 
financial instruments, including cash and cash equivalents, trade and other receivables, restricted cash, trede 11r1d other accounts payable, 
and accrued expenses approximate fair value due to their rcl11tively short maturities. 

Fina 11ci11 I assets 
Cash and co.sh equivalents 
Trade and other receivables (note 15) 
Short tenn inveslmenls: 

Government securities 
Agency securities 
Corporate notes 
Col lateral i 1cd reverse purchase agreements 

Restricted cash (note 14) 
Total 

Financial lia b iii ties 
Fair value through profit or loss: 

Convertible note.!l (note 18) 
Derivatives (not designated for hedging): 

Contingent options (note 16) 
Warrants (note 16) 
Other 

Trade and other payables (note 19) 
Accrued expenses and other liabilities (note 2 l) 
Total 

Carrying 
.. v11lur 

754,904 
299,654 

262,193 
55,083 

322,651 
l90,358 

__ ].Ll70 
1190610U 

1,106,354 

99,646 
34,019 

201,464 
§73.J.!I 

21•1~1200 

.~.9!.~ -
Curylng 

(lair v•l1.11t _ value 
(in € thuuHnds) 

754,904 597,392 
299,654 244,298 

262,193 
55,083 

322,651 
190,358 

'• - .. lJ.J]Q 19,9_56 
l 190610LJ 8611646 

1,106,354 

99,646 82,008 
34,019 

372 
201,464 119,141 

~-673~7..!.I _,, __ 189&!.Q 
211151200 6911131 

597,392 
244,298 

19,956 
861,646 

82,008 

372 
119,141 

....... ~!~Ai 1 o 
6911lll 

The table below analyses financial instruments cmicd at fair value, by valuation method. The different levels have been de1ined in note 
2. 
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As at December 31. 2016, the Group held the following classes of financial instruments mcfl!lurcd al fair value: 

Financial auet• ud liabilili" by fair value hierarchy level 

Finasieial assets at fair value 
Available for sale financial assets 

Short temt investments: 
Govemment sec1.1rlties 
Agency seetirities 
Corporate notes 
Collateralized reverse purchase agreements 

Total financial asse6 at fair value by level 

Finuchtl liabilities •t (air value 
Fair value through profit or Joss: 

Convertible notes 
Derivatives (not designated for hedging): 

Contingent options 
Warrants 

Total finsncial liabilities et Mr value by level 

291.6 

262,193 
SS,083 

322,651 

··- 1901,~J! 
8.W,!M 

1,106,354 

99,646 
.34,019 

l,240,019 

..... lAll!iH _ • • !.tvel l 
(in ( thou1~nds) 

247.597 14.596 
55,083 

322.651 

- · . /90,}~~ 
247,597 582,688 

As at December 31, 20 l S, the Group held the following classes of fin1U1cial instruments mcBsured at fair value: 

Fina1tcial •~te~ a"d liabilities by fair velue hierarchy lenl 

Financial liabilities at fair value 
Derivatives (not designated for hedging): 

Contingent options 
Other 

Total nnanc:ial liablJitles at fair value by level 

112,pos 
__ ,372_ 
82,380 

~!!LL -- ~~,n __ _ 
(in€ thousendt) 

1,106,354 

1J9.Mo 
.H ,(J 1\1 

1.240,019 

., __ !,eydL_ __ 

82,00l! 
37,2 

82,380 

'lhe Group's policy is to recognize transfers into and transfers out of fair value hierarchy levels at the end of the reporting period. 

During the years ended December JJ, 2016 and 2015 the.re were no transfers between levels in the fair value hierarchy. 

Recurring Fair Value Measurements 

The following sections describe the valuation methodologie!I the Grnup uses to measure the level 3 Jin1U1ci1tl instruments al fair value 
on a recurring basis. 

Fair value of common 11toclc 

The valuation of certain items in the consolidated financial statements is consistent with rhe Group's use of the Probability Weighted 
Expected Return Method (PWERM) co value its own shares. 

The fair value of the common stock is detcnnined using the PWERM, which is one of the recommended valuation methods t.o measure 
foir value in privately held companies with complex equity structures in the Americen lnstitute of Certified Public Accountants Practice 
Guide, Valuation of Privatcly-Hcld·Company Equity Securities Issued as Compensation. Under this method, discrete future outcomes, 
including IPO, non-IPO scenarios and a merger or sale are wdghted based on estimates of the probability of each scenario. In the 
Group's npplication of this method, tive different future sceMrios are identified (high and low case lPO, high and low case tr1.1.11saction, 
and private company). For each scenorio, an equity value is calculated based on revenue multiples, derived from listed peer companies, 
which are applied on different (scenario-dependent) forecasled revenues for the Group. For the private company scenario, a discounted 
cash flow method is also considered in determining the equity value. Common share vulues 11re weighted by the probability of each 
scenario in the valU11tion model. In addition, an appropriate discount adjustment is incorporated to recognize the lack of marketahility 
due to beiog a closely held entity. Finally, the impact on the share value of recent financing and s~condary trading are com1i<.lercd . 
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The valuations weighted the di ITerent scenarios as follows: 

Market Approach -1 ligh Case TPO 
Market Approach- Low Case IPO 
Market Approach - High Case Transaction 
Market Approach- Low Ca!'Je TrW1saction 
Private Case - Income and Market Approaches 

2016 
20-25% 
35-40% 

4% 
6% 

30% 

.......... 1~1:; ....... . 
20% 
40% 

4% 
6% 

30% 

The key assumptions used to estimate the fair value of the common stock and contingent options using the PWERM are as follows: 

Contingent options 

Revenue multiple used to estimate enterprise value 
Di.'lcount rate (%) 
Volatility (%) 

2016 
2.0-3.5 

14.0-19.5 
35.0-47.5 

.. 2015 

2.5-4.5 
13.0-14.0 
40.0-45.0 

The Group's derivatives include contingent options thc.t provide investors associated with the equity financings with downside 
protection, 

The contingent options are measured on a recurring bll..'lis in the consolidated statement of financial position and are Level 3 financial 
instruments recognized at foir value through the consolidated statement of operations. The contingent options arc valued using the 
models that include the value of the Company's common stock, including the assumptions for probability scenll!'ios W1d PWERM as 
detennined above. The key assumptions used to estimate the fair value of the options using the PW ERM are consi8tent with those noted 
above. 

Under each scenario, the Group computed the difference between 11) the value of the new shares, valued with the embedded conlingent 
options and b) the common shares, valued without the embedded contingent options ("Common Shares") to derive c.n indication of the 
value of the contingent options for each scen11rio. The differential between new shares and the Common Shw-es were discounted, where 
appropriate, to present value to arrive at an indieation of the value oflhc contingent options for each scenario at the valuation date. 
Fine.Hy, the indicated vulucs under each scenario were weighted hased on the weightings noted above to determine the indicated value 
of the contingent options. 

The impact on the fair value ofthe contingent options ofusing reasom1bly possible alternative assumptions with an increase or a decrease 
of share price of 10% results in a range of €79.9 mill ion to € 121.9 rn i !lion (2015: €71.6 mi Ilion to €I 02.4 million) at Decemher 31, 
2016. 

The table below presents the changes in the contingent options Ii ability as at December 31: 

At January 1 
Equity financing transactions - contingent options 
Loss/(gain) recognized in profit or loss 
At Decem her 31 

lUl<L~ lO_I~ 

(in€ thousands) 

82,008 6,606 
87,787 

0.?1J.~.~) 
82,008 

~· 1?,Q~~ 
991646 

'lhe contingent options liability is included in derivative liabilities on the consolidated statement of financial position. lhc change in 
estimated fu.ir value is recognized within finance income or costs in the consolidated statement of operations. 

Warrm11s 

On October 17, 2016, the Company sold, for €26.9 million, warrants to acquire 128,000 share..~ ofits common stock (Warrwits) to certain 
holders that are employees and m c.nagement of the Group, The exercise price of each warrant is US$2,024.40, which was equal to 1.2 
times the fair market value of common stock on the date of issuance. The Warrwits are exercisable at any time through October 17, 
2019. The warrants are measured on a recUrTing basis in the consolidated statement of financial position and arc Level 3 financial 
instrumcnt.'l recognized at fair value through the consolidated statement of operations. The warrants arc valued using a Black·Scholes 
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option pricing model, which includes inputs determined &om models tbu.t include the value of the Company's common stock, as 
determined above and additional assumptions used to estimate the fair value of the warrants in the option pricing model as follows: 

Expected term (years) 
Ri~k free rate(%) 
Volatility(%) 
Share price (US$) 

lbe table below presents the changes in the warrants liability 11s at December 31 : 

At January 1 
Issuance of warrants for cash 
Loss recognized in profit or loss 
At December JI 

2016 

I.85 - 2.09 
0.77 - 1.14 
35.0 - 37.5 

1,687 - 1776 

1016 
(In € 111.ousands) 

26,872 
7.1.47 

34,019 

lbe warrant liability is included in derivative liabilities on the consolidated statement of finMcial position. The change in e.stimatc<l rair 
value is recognized within finance costs in the consolidllted statement of operations. 

The sensitivity analysis below calculates the impact orincreasing and decreasing expected volatility by I 0% as well as the impact of 
increasing or decreasing the expected term by half a year. The following table shows the impact of these changes on finance costs. 

Actual change in rair value recognizc<l within fimmce costs 
W arronts fair VRlue adjustments increase (decrease) under the following 

assumption changes 
Volatility decreased by 10% 
Volatility increase by IO% 
Expected term decreuse by 0,5 year 
Expected term increase by 0.5 year 

2016 
( i R € thous~ 11d1) 

7,147 

(4,200) 
4,364 

(6,672) 
5,846 

The impact on the rair value of the contingent options of using reasonably prn1sible alternative assumptions with an increose or a 
decrease of share price of I 0% results in a range of€2 I .2 million to €43.4 million at December 3 l, 2016. 

Converlible notes 

·1be convertible notes are measured on a recurring basis in the consolidated statement of financial position and are Level 3 financial 
instruments recognized at rair value through the consolidated statement ofoper11tions. The Qi.ir value of the debt was detennined based 
on consideration and weighting of two future scenarios, a Near Term Exit (where the debt is convertible into sh11res of common stock 
in the case of a qualifying event) and a Private Company Case. All components of the debt under the Near Tenn Exit and Private 
Company Case, with the exception of the share cap, which assumes a risk free discount rate, were discounted at the implied rate on the 
date ofissuu.ncc plus the chosen benchmark rate. The calculation under the Private Company Case, assume.'! the debt is l'l!paid at maturity. 

A binomial option pricing model was used to assess the value of the Price Cap Derivative. Th.c key assumptions, including the weighting 
ofthc different scenarios and those used in the valuing the Price Cap Derivative, were as follows: 

C11.Se - Near Term Exit 
Case - Private Company Case 

Risk free rate (%) 
Discount rate(%) 
Volatility (%) 
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2016 
70% 
30% 

2.016 
0.6-0.7 

14.4 -17.0 
35.0- 42.5 
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The table below presents the changes in the convertible notes 11s flt December 31: 

At January 1 
r .01m financing transaction· convertible notes 
Loss recognized in profit or loss 
At December 31 

2016 
(in € thouSRnds) 

861,301 
245,0_53 

1,106,354 

1be change in Clltimated tll.ir value is recognized within finance costs in the consolidated statemi.:nt of operations. 

The sensitivity ana]y:i is below cal cul ates the impact ofincreasing or decreasing the expected underlying interest rate by 100 basis 
points. The following table shows the impact of this change on finance costs. 

Actual change in fuir value recognized within finance costs 

2016 
(in€ thou.a od1) 

245,053 
Convertible notes fair value adjustments increase (decrease) under the following 

assumption changes 
Disoount rate decreased by 100 basis points 
Discount rate increased by 100 bWlis points 

15,636 
(15,105) 

The impact on the fuir velue of the convertible notes of using reasonably possible alternative assumptions with an increase or decrease 
in share price of I 0% results in a range of€1, 114.7 million tu€ I, 101.3 million at December 31, 2016. 

24. Commitments and contingencies 

Obligations under leases 

The Group leases certain properties under non-cance\h1ble operating lc!l.9e agreements. The lease terms llfe between one a.nd ten years, 
and the majority ofthc lease agreements a.re renewable at the end of the !ease period. 

The future minimum lease payments under non-cancellable operating leases are as follows: 

Not later than one year 
Later than one year but not more than 5 years 
More than 5 years 

2016 2015 
(in{: thnu1ands) 

25,386 16,JOB 
97,161 81,596 

_ ~.~.~7 ~ ! I.! ..4~~ 
212,818 209,157 

Total lease cKpcnses were €18.9 million, €14.2 million, as restated, and €10.6 million, as restated, for the years ended December 31, 
2016, 2015 and 2014, respectively. 

lbc Group also has finance leases for various items of equipment. The obligations under finance lell.'les arc secured by the lessor's title 
to the leased assets. Future minimum leose poyments under finance !ell!les and hire purcha.'>e contracts together with the present value of 
the net minimum lease payments are disclosed in note 18. 
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Commitments 

The Group is subject to minimum royalty payments a!lsociated with ils license agreements. 

1016 20,,~.~ 
(in€ thOU•aUd$) 

Not later than one year 25,554 32,335 
Later thim one year but not more than 5 years __ 1_4,24~_ 4,282 

39,799 36,617 

Conth1gencies 

The Group is and may become subject to legal proceedings, claims, and litigation arising in the ordinary course of business. In order to 
stream sound recordings over the Internet we license certain rights from various organizRtions. lhesc organizations have the right to 
audit our playlists and royalty payments, and any such audit could result in disputes over whether we have paid the proper royaltieii. If 
such a dispute were to occur, we could be required to pay additional royalties, and the amounts involved could be material. The rl:.'lults 
of complex legal proceedings arc difficult to predict, and the Uronp 's view of these mattc!'ll may change in the future as the litigation 
and events related thereto unfold. The Group expenses legal fees as incurred. lhe Group records a provision for contingent lassc,<j when 
it is both probable that a liability has been incurred and the amount of the loss can be reasonably estimated. An unfavorable outcome to 
any legal matter, if materi11!, could have an adverse effect on the Group's operations or its financial position, liquidity, or results of 
operation.'!. 

25. Related party transactions 

Key management comp~nsation 

Key management includes members of the Company's executive committee and the board of directors. The compensation paid or 
payable to key management for Board and employee services includes their participation in share-based compensation arrangements. 
lhe disclosure wnountR arc based on the expense recognized in the consolldated statement of operations in the l'e.'lpective year. 

20lS 2014 

·-···~ill§ -· . ~~tuled_ ~J!~~lw 
(in E lhournnds) 

Key management compensation 
Short tenn employee benefits 3,890 15,422 3,0R6 
Share-based payments 17,788 9,971 784 
Post-employment benefits 652 ll2 68 
Termination benefits .. -2!7 

221917 25,50!! 3,938 

As noted in note 16, the Company issued warrants to acquire shares of its common stock to certain members of key management ofthe 
Group. 

The Group recogni7.cd partner revenues &om its associate in Soundtrack Your Brand Sweden AD of€l.9 million during year ended 
Dec cm bcr 31, 20 l 6 (20 IS: 0.6 mill ion, 2014: 0. \ mil lion). 
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16. Croup information 

The Company's principal subsidiaries es al December 31, 2016 are as follows: 

Proportion of 
v oti 11g righ I~ 
and 1han:~ 

held (dJl'j!Ctly Country of 
N~mc P rind pa I ~ctivilie.i or i11dlrnctly) ln4!orpor11tion 
Spotify AB Main operating company 100% Sweden 
Spotify USA Inc. USA operating company 100% USA 
Spotify Ltd Sales, markcting end customer support 100% UK 
Spotify Norway AS Sales and marketing 100% Norway 
Spotity Srain S.L. Sales and marketing 100% Spain 
Spotify GmbH Sales and marketing 100% Genne.ny 
Spotify Fro.nee SAS Sales and marketing 100% France 
Spotify Sweden AB Sales und marketing 100% Sweden 
Spoti fy Netherlands B. V. Snles and marketing 100% Netherlands 
Spotify CWle.d11 Inc. Sales and marketing 100% Cami.cl a 
Spotify Australia Pty Ltd Sales and marketing 100% Australia 

There are no restrictions on the net assets of the Group corn panics. 

Information about associates and joint ventures 

lhc Group holds an equity interest in Soum..ltrnck Your Drend Sweden AB, this interest wwi diluted in December 2016 from 30.7% to 
26.5% resulting from a tinonci ng round in which the Group did not participate. The total assets Wld net assets ofSoundtrdck Your Brand 
Sweden AB arc not material to the Group. 

The Group co-founded a joint arrangement, Symposium Stockholm AB (Symposium), in 2015. In Di.:cember 2016, the Group divested 
its interest in Symposium Lo its joint arrangement p1:1rtner. This did not have a material impact on the Group consolidated financial 
statements. 

17. Events after the reporting period 

In February 2017, the Group entered into a 17 year operating lease agreement to occupy approximately 380,000 square feet al 4 World 
Trade Center in New York, New York, United States of America. The total estimated base rent payments over the life of the lease are 
approximately €480 million. The Group also will incur costs to build out the floors to its specifications. We have committed 
approximately €26 mil lion for a letter of credit as security on the I ea:ie. 

Subsequent to year end, Lhe Group completed acqui sitioru of four pri vutely held companies for cash and stock totaling approxim atcly 
€39 million. 

Subsequent lo year end, the Group signed multi-year license agreements with certain music labels and publishers. Included in these 
agreements are minimum guarantee commitments of approximately €2 billion for royalty payments over the nex:t two years. 

- 55. 
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d DIGITAL MUSIC NEWS 
ll.Jl~:il.rM'.W..\lll:ll.:111!!.!.i:'..l•J.l.CiV~~\j 

" c 

hclusive Report: SpotifJ Artist Pay1nellt1 Are Decliainc 1112011, Data Shows 

• ).!u!l.rl.h ru:ll!U!tU1UJl.!Lft1dltl.ta•.llUl~1'nt.il'.l.m1foU!J~W.mwill Cl) r.lu 16, 20 II D ll..Wlti!ilt!lL~.ltl!l!ilUl.lltU.!!.\L\ .'i."11illJl.ll.lOfilW.W!\ILJ!1.ili!!l:i1!1~!1lU/1:..R.11W\fJl.Ul 

(http://www.digit2lm11sicn•ws.co111/wp· 
conte11t/11ploads/2017 /05/D~nlel·Ek·Olficial·lewab·Pllotos.jpg) 

~s Spotny's rtnnue goes up, artist pur·1ln1m end rnenue pa¥outl are Fine •av, ••Y down. And hare's th• dllta to pron It. 

Two years ago. in a funding round, investors valued Spotlfy at $8 bllllon. In the latest round, investors pushed that number above $13 billlon. Sounds !Ike some serious growth. 
Yet Investors can't Ignore one glarlng fact: after ten years, the company has yet to turn a profit. 

But maybe that's just another detall. Now, analysts expect the company to finally go public on Wall Street within a year. And the deal~ to make that a reality are finally starting 
to happen. 

Recently, Spotlfy struck new long-term licensing deals with both Universal Musk Group and independent music rep Merlln. They're also rumored to be dosing a similar deal 
with Warner Music Group. Ahead of their long-awaited II sting on Wall srreet, Spotify seems to have It made. 

Ytt, 111h11101rtis1111••iving lu1 mon•r as SpDtll'J ''"''· nlll mare? 

Top-line revenues at Spotlfy a re surging ahead. thanks to a flood of new subscribers. A boost in monthly premium payments and increased advertising means a lot more 
revi;>nue. That pali Is slmple. Vet strangely. Spotify's per-stream royalties across both recordings and publishing appear to be sinking, according to data shared with DMN. That 

includes per-slfeam payments to labels (including ind le labels and self-administered artists), plus mechanical royalty payments to publishers. 

111 elhtr •ards, 1,0110 slm111s on Sp•lll'J two YHrs 1111- when tll• pllllor111 •s m•klnJ less sms "'"nu• - 111•d• rlclltl hDld1rs 111er1 1111111lhan1.DG8 1tt111111 today. 

Musicians and labels on the service have felt the crunch. But why is this happening"? let's rewind a bit. 

TWo years ago, a repart pvtll1)lmd 1tim~!Jl9i:,i>udiam.•om/IOVi/S/6/l!'?!:·lOl'1·l11t<h'Cl!Y!Mlte.;ir1um:,·.d.i,W.;~~ lU !lladl by Audiam found that as Spotffy's revenun went up, 
artists and label royalties went down. Audiam is a reproduction rights organization headed by Jeff Price, and recently purchased by Canadian rights group SOCAN. The 
compariy is basing a lot of Its data on payouts reported under Section 115 of US Copyright Law. 

Audlam stated then, 

"Ho .. m, t~1 l111paot on th111tiru, sonpriters, l1bel1and111u1ic publlsh1n is a lliurr1. una•pacted 1ntHnluitiv11111ualion 1hll mms to .. 11sorlba to H11Nn's Ullrd law of ,11ysio1: 'for lll'ltl"/ acllon, lhore is 111 
1qu1l <1nd opposite rtaetion.' 

''In this cut, u m•r• m•n•i ls 1111d1 lr.111 tht 111u1lo, 111111ic cre1tars 111d copyrilbt halllua ar1 malling IHs." 

So, t'M> years later, with Spotlfy flnally reporting growing revenue, have these numbers changed? Not even close. To put it bluntly, Spotify ha~ found a way to keep more of the 
revenue they earn (per stream) In their podtets. 

Spotlfy seems to be countering this accusation by pointing to increased overall royalty payments. But a Cfoser look at the math shows that Spotlfy m:;ry be paying more - but is 
also taking a lot more. All of which means that Spotlfy (and Its shareholders, which Include major labels) are cutting costs on per-stream payouts. 

Audiam has now Issued a new report, and shared It exclusively with Dlgltal Music News. Again, Audlam Is sourcing a lot of Its data from publlcly available stats. "The numbers I 
am providing are not Audlam•s numbers," remarked Audlam founder Jeff Price. "They are numbers reported by Spotify asrequi red u rider Sec 115 of US copyright law." 

Essentially, the latest report updates the streaming service's per stream numbers ending Febru;iry, 2017. And they reached the same concluslon: as Spotlfy's value and 
revenues go up. artists and publishers are making less. 
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.W11h1ninl nsyelty ntu ara 01ntlnMl111 lo lleclin1 In 2D'IJ, It lt•l lllr lpollfJ'I pnllll•19 (.,, 111bmfpUon) ltl'ellllL 

let's start with Spotify's ad·supported tier. en February 2017, a slngle ad-supported stream generated $0.00014123 on the streameog service. This meal\s an ar11st would earn 
$100 In mechanical royalties after703,581 streams, Aktiough this number represents a 1.1ci6 Increase from January, In December 2016, the number was at io.00022288. 

For the premium tier during the same month. Spotll'y paid out$0.00066481 per stream In mechanicals. In this scenario, artists would tarn $100 after 150,419 streams. This 
number Is up S.2% from January. Sounds great, until you see the year-over-year trend. 

--

Another key thing to notice is the following dlscreparn;ies. In December 2016, to earn $100 from ad· supported streams, a song would need be played 448,672 times. Spotlfy 
paid out $0.00022288. Yet. just one month later, the number dropped down to $0.00013508. To earn $100 from ad-supporter streams. a song would have to be played 740,302 
times. Note that this didn't apply to premium streams. 

.. - ... ""'~''-~"-•t'IWll:-.'"' 
-t;\~ ............ ~ ........ .t..11 .. ,~ 

.-..·~~ ~0('.'Y"1""-U 

~# ' ... 

81hte1n Dee1mll1r 2018 11d J1nu11J 2011, Spatiff cut !Mir i11-tu .. artd p.,.,llb !Jr n11rlr "'"· 1111111111b• conU11u111 droppllt& as tl'le y1ar proan11a. wltll pr1111lu111ttre111111li9llllY l10111slec. 
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Spotify US Mechanical Rate 

December 2016 ; 

Ad Supported {Tier: ss> 

$0.00022288 
"•!I Sit C(U II 

S wo = '' 1111;672. ~uco.ms 

Premium mu:S3> 

$0.00063933 
flt!I {)\f\~dlll 

SJOO · l'it.1414 streams 

Spotify US Mechanicarl Rate 

January 2017 ; 

Ad Supported mer: ssJ 

$0.00013508 
l'c• S11cc1111 

$100 ~. ~ •I0,302 S\fC~ll\S 

Premium (T'ier:s1> 

$0.00065749 
P<!1 Strc•d111 

S llJO - I '>l,O!M s\r~11n1~ 

l~lc;,.date Your Own Earnings ¥ J 
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Spotify US Mechanical Rate 
February 2017 ~ 

Ad Supported CT1erSs1 

$0.00014213 
f'qr 5t1~.tth 

>.100 · J(H ~Sl <11 ~.,,.,~ 

Premium rr1e..-s11 

$0.00066481 
,.~,, ~"~~ ... 
S!C!Q ... l!iOA19 \IH:Otn\ 

What COH up 111ust 001111 do•"' Ju1t not in Spll'lify's 1trld. 

-A. U 0 IAM 

In a strongly-worded piece in lllilll_oJ:.J !lLW.:l&J~~u~~;12D 1 Z/.Q.ll.illi,1J.<21H:C1i . .i~Ililli:ill, Bob Lefsetz defended the low payouts. According to him, Spotify pays out 
over 69% of its revenues. So, why the crlmlnally low payouts7 Blame the music labels. Calling our Audlam's founder and CEO Jeff Price, Lefseu explains. 

"You're being screwed by the label. And Spot/fy can't say this, because the labels are their partners." 

But Lefsetz seems to be Ignoring the reality that most of the recordings on Spotlfy come from self-distributed artists. These artists aren't signed to a label, they are the label. 
8U( also seemingly disregarding Audia m's w•u,;111u<.IY..r1.!Lhllil.J!'.!l..ill1!.!!.i.ill:..iluJ.u;.0l!rx •• tY.dJil~lll2.0l~.Q.~Z.QJ.1:l!lt~r~~i~1:\:,;llD~ll .. 1, :!O 1111111!, Lefsetz attacked. 

'What obout Jeff Price, its old fired founder, bullsh-tlng that Spoti/y ;s not paying on so many tracks? That's a registry problem, 
that's nat Spotify seeking to rip-off rights holders, that's the result of an archaic system wherein we don't know who wrote what 
and who owns what. Does it need to be cleared up? Yes." 

However, Leliiett, seemingly Spotlfy's apologise, cant defend the followfng stats, no matter how hard he tries. Take a look at the numbers: 

o 2016 Total Gross Revenue: Slightly over $1.1 billion 
o Average streaming rate: $0.0046524 
o Total plays: over 162 bllUon 
o Royalty pool amount: $75.4 mllllon 
o PRO fees: Almost $72 mllllon 

What c:an we •educ. fni111 Ille ... ounls? l•s sa11a concluuan t.llat Audl1111 c1111s to IA 2014. As SpolllJ's top lln• Grou RmnH incre11os. tha per stn11n 1111chlnlnl rite c:ionUnuos to drep. 

As Spotlfy continues to prepare for their long-awaited IPO, there's no clear explanation as to why they continue to pay out artists such little money. Audlam posted a ~ 
:tv.ut;11l!~ iu~mll:t.1!llU.'~Ll!lilll!lf!.:i:.S.1HJlJ1.siuM!.:1!.!l!i:.,l~tSl to show historically falling per stream mechar\ical royalty rates. And despite Lefseti' best attempts to protect Spotify 
(calling Jeff Price out of touch), h Is fir\al defense of the compar\y ultimately sounds very hollow. 

"Bit yau'" eot 1n hl1lor1ul dul with a label that Pll1• an lncNdlbly 111'1 percent.Ip, youl9 eot a mr low ro~1lty IN. it Ois a problem? A111olut1ly. BUT IT IS NOT SPOnFY'$ FAULT!" 

or, ls It? 

Image by Olficla/ Leweb Photos (CC by 2.0) 
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lbll~&i~.L(.QmlJ[llll~'.lQlil!.29d£D&&tU 

WEBS REACT TO MEEK 'AILL'S PRISON SCNTfNCE 
81lllmfBJ.Clll 
{IITTP://WWW lER GN £1.COM 1112208590/ !ill 294 /0ID10/1) 

nY-11tU~~«.U.;rJ.mr:J.,t0m/l/ll.2'l~!ill('.>.S.:?!hlL.!.!1.l)J.UJ.JJ 

TAVIOR SWlfl WRITES [MOTIONAL lUTER TO HER FANS 
AOL.CD It! 

(HTTP!/ /WWW.lERGNH.COM/I 122245 50/5829 4/0/0/ 0/3) 

Ull~ .~et Wi.!.OJllli/.L!.19M U~i!2:UllfJl(9.L.!I 

LIANGELO BALL mEASm moM JAll IN CHINA 
IMlJ:OM 

{HTIP://WWW.ZfRGHET .COMll/2219681 /58294/0/0/012) 

tl.1tiLU:1.l'JtJJ.~tlt'l.e.ttllllllil2.0JB31.l£1/51!l'),!J/J.l!SlLO.l.:ll 

JAY-Z'S MOM REVEALS HOW HF REACTED WHEN SHE CAME OllT 
USlllAGAZ INC r.01.1 
lllTTP:/ !WWW ZERGNET.COM/I /20:l8384/58294/0/0/0/4) 
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30 RESPONSES 

Tr ex 
Mi!y 1 n, 2017 (ntq>s:/lwww.d111l1almu~icnews.com/20 j 7105116tspo1ify·au ni.1 m-low-'" te>/#<<>m menl·2Ell75 71 

Stop giving your work away 

REPLY (HTTPS://WWW .DIG ITALMUS ICN EWS.COM/Z017/05/16/SP0TI FY-AU DIAM·LOW·RA TESl7RE PL YTOCO M.:Z88757#RES.PO ND) 

lmao 
May 15, 201 l (https:llwww,digi Lalmu,irnews.cornll.D 17/0511 b!Spoti ry.audia m-low·rates/~comment·2H8759) 

who the hell cares a bout mechanical royalties, trash article .... and ruck your mechan I cal royalties nobody cares a bout. .. LAME 

RE Pl Y (HTTPS:llWWW .0 I GITA LM U SICN EWS.COM/2017105/16/SP OTI FY-AU DIA M·LOW-RA TESl?RE PL YTO CDM .. 288759#RES POND J 

Will Buckley 
M ~y 18, 20 I 7 [htcpo://www Jlgltalm u>irneW5.COmf2017f05/16/spotlfy-aud ;,, m .. 1 ow· rote;;.'#comment·288888J 

What's your polnt7 Artlsr.; shouldn't get paid or the compensation Is so LAME, who cares. 
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CERTIFICATE OF SERVICE 

The undersigned hereby certifies that on November 13, 2017, all counsel of record who 

are deemed to have consented to electronic service are being served with a copy of this document 

via the Court’s SDNY Procedures for Electronic Filing. 

/s/  Steven G. Sklaver 
Steven G. Sklaver 
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