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S PAGE 1

PHCNOGRAM LIMITED

3 DIRECTORS' REPQRT

[ The @directors submit their report and accounts for the year ended December
31, 1985.

Results and dividends

TR AEIN

The Directors recammend that a dividend of £1,650,200 be paid o Polygram
leisure Limited.

The results for the year are set out on page 4.

Review of the husiness

The company's principal activity during the year was the marketing of
gramophone records, musicassettes aud canpac. A.5Cs,

Lower sales in the first six months were due in part to a postponement of a
number of releases to the latter part of the year. These proved successful
and achieved high chart positions, taking turnovar to budgeted levels for the
yeax.

.?iince the year end a proportion of the company's trade has been purchased by
an associated comparny at market value. ’

Tangible fixed assets

The movements in tangible fixed assets during the year are set out in note 7.

Directors and thei% interests °

The directors of the company during the year were:

J W. Crane

J. D. Golemko {2ppointed Novesmbex 1, 1985)

R. Lopez S (Resigned April 30, 1985)

M. L. Oberstein {Appointed July 1, 1935)

A. J. Powell (Appointed Februaxy 25, 1985)

D. I. Simone (Appointed Agust 5, 1985)

J. V. Watson (Appointed Februaxy 25, 1985 - Resigned November

1, 1985)

At no time during the year did any director have any interest in ghares which
is required by Secticn 324 ¢f the Campanies Act 1985, to be rotified to the
conpany .



d{ﬁ' PAGE 2

PHOWNOGRAM LIMITED

DIRECTORS' REPORT
(continued)

Auditors

A resolution to reappoint Arthur Young as auditors will be proposed at the
Annual General Meeting.

%y ORDER OF ARD
]

M. HOWLE
Secretary

P.O Box 2LB
15 Saint George Street,
London WA 2LB

August 1, 1986
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REPORT OF THE AUNDITORS TO THE MEMBERS UF
PHONOGRAM LIMITED

We have audited the accounts on pages 4 to 12 in accordanae with approved

auditing standards.

In our opinion the accounts, which have been prepared under the historical cost
convention, give a true and fair view of the state of the company's affalrs at
December 31, 1985 and of its profit and source and application of funds for the
year then ended and comply with the Companies Act 1985,

ARTHUR YOUNG -

August 1, 1986.
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PHONOCRAM LIMITED

PROFIT AMD LOSS ACCOUNT
FOR THE YEAR ENDED DECEMBER 31, 1985

Turnover
Cost of sales

Gross profit

Distritution costs
Administrative expenses

profit on ordinary activities
before taxation

Tax on profit on ordinary activities

Profit on ordinary activities after
taxation

Dividend
Tranefer from revaluaticn reserve

Profit for the financial year

Potained profit/(loss) brought forvard

Retained profit carried forward

Motes
£'009
3
(2,500)
(9,044)
4
6

The notes on page 7 to 12 form part of these accounts

.
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1985 1204
£7000 £7C00
47,329 35,304
(31,487) (24,106)
15,842  11,22¢
(2,31.2)
(C,413)
(12,344) (10,725)
3,498 563
(1,610) (40)
1,083 523
(1,650) -
- 248
238 771
90 {(691)
320 an




PHOCGRAM LIMITED

BALANCE SHEET AT DECEMBER 31, 1985

Fixed assets:
Tangible assets
Investments

Current. assets:
Stocks
Debtors
Cash at bank and in hand

Creditors: amounts falling due
within one year

Net current (liabilities}/assets
Total assets less carrent liabilities

Provigion for liabilities and charges
Deferred taxation

Capital and xesexves
Called up share capital
Profit and loss account

J W CRANE

) Directors «
D I SIMNNE )

August 1,1986

Notes

11

12

13

884
21,725
18

22 627

(22,028)

The notes cn pages 7 to 12 form part of these accounts.
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1985
£7000

230

PAGE 5

1984
£'000

{11,688)
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PHONOGRAM LIMITED

STATEMENT OF SCURCE AND APPLICATION CF FUNDS
FOR THE YEAR ENDED DECEMBER 31, 1985

Source of funds:
Profit on ordinary activities
before taxation
Adjustment for items not involving
the movement of funds:
Depreciation
Profit on sale of tangible fixed assets

Total generated fron cperations

Funds from other socurces:
Proceeds fram sale of tangible fixed assets

Application of funds:
Taxation paid
Purchase of tangible fixed assets
Transfer of assets to (from) group companies

Increase in working capital

Components of increase in working capital.
Stecks
Debtors
Creditors

Movement in net liquid funds;
Bank loans and overdrafts
Cash and bank balances

£'000

(40)
(148)

338
10,754
(7,124)

PR——

(538)

The notes on page 7 to 12 form part of these accounts

PAGE ©

1985 1984
£7000 £'000
563

66

3,567 629
44 17
3,611 646
(106)

(11)

(181) (117)
3,430 529
52

2,392

(2,755)

3,968 (311)
284

556

(538) 840
3,430 529
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PAGE 7

PECHOGRAM LIMITED

NOUTES TO THE ACCOIMTS AT DLCEMBER 31, 1985

1 Ultimate holding campany

The directors regard Philips Gloeilampenfabrieken N.V. which is incorporated
in The Netherlands as the conpany's ultimate holding corpany

2 Accounting policies

These accounts are prepared under the historical cost convention modified to
include the revaluation of tangible fixed assets as described below.

Tangible fixed assets

Tangible fixed assets and accumulated depreciation were revalued annually up
to Decesbexr 31 1982 in line with price indi .. established forx group
purposes to reflect the replacement cost of the assets. Thereafter in
accordance with the holding company's accounting policy no further
revaluaztions are being mede in the accounts.

Depreciation is charged on a straight line basis. Accumulated depreciation
includes amcunts transferred from revaluation surpluses in earlier years and
not charged to the profit and loss account.

Rates of depreciation are:

Plant and equipment - 25%

Post balance sheet events

Events relating to the year ended Decerber 31, 1985, which occurxed before
the date of approval of the accounts by the board of directors, have been
included in the accounts to the extent that this is required by Statement of
Standard Acccounting Practice No 17

Investments

Investments are stated at cost less amounts written off.

Stocks

Stocks are stated at lower of cost and estimated net realisable value. Cost
represents actual cost and consists, in the case of own manufactured
products, of direct material and labour cost togethexr with the relevant

proportion of factory fixed and variable overheads. Net realisable value is
the estimated selling price less estimated costs of disposal

Foreign currencies

Assets and liabilities denominated in foreign currencies at the balance sheet
date are translated at the market rate of exchange ruling at that date whilst

transactions in foreign currencies are recorded at the rate ruling at the
date of the transactions. All differences are taken to the profit and loss
aceount in line with Statement of Standard Accounting Practice No 20.

T e AT, T ST TR me e T
AR ANt et et



PEHONOGRAM LIMETED

NOI‘]ES'IU'IHEA&'IIEH‘SATDHIWIR31, 1985
(continued),

2. Accounting policies {continued)

Rovalties and advarces

Royalties are accounted for on an accruals basis.

PAGE B

Advances to artists are written down to the estimated amount that will be

recovered fram future sales and royalty receipts.

Deferred taxation

Deferred taxation is provided by the liability method on all timing
differences which are expected to reverse in the foreseeable future.

3. Turnover

Tumover represents the invoiced value of goods and services excluding value
added tax. The gecgraphical area to which turnover relates is as follows:

1984
£7000

29,502
2,550
1,593
1,749

35,3%4

1984
£7000

€6
45

1985

1985
£7000
United Kingdcm 33,282
Eurcpe 5,601
United States of America 5,160
Other 3,286
47,329
4. Profit on ordinary activities before taxation
Profit is stated after charging: 1985
£7000
Depreciation of tangible fixed assets 79
Aunditors' remuneration -
Exchangz losses 48
5. [IEnployees
The average weekly number of employees including directors the year was:
1985
Nol

Camercial and administrative 26

No.
77
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PHONOGRAM LIMITED

HOTES TO TE ACOONTS AT DECEU®ER 31, 1935
{continued)

ot

5. Dmoloyees

Staff costs, including directors reruneration, Auring the year amounted to:

1925 1094
L1000 L1020
Viages and salaries 1,126 943
Social security costs a1 67
Other pension costs 79 57
1,206 1,067
Directors' reruneration (including pension contributions) 151 41
Broluments of the chairman (excluding pension contributions) - -
Fmoluments (exeluding pension contributions) of the
highest paid director : 52 27
The nurber of other directors whose emoluments (excluding pension
contributions) fell within the ranges below were:
1905 19534
i+ o,
£l - £5,002 - 1
L5,001 - £10,000 1 -
£9,001 - £15,000 - 1
£25,000 - £30,000 1 -
£30,001 - 235,001 5 -

There was one erploye2 who earned between £40,200 and £45,200 (exeluding

pension contributions), during the year (1984 - none).
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PAGE 10

PHONOGRAM LIMITED

NOTES TO THE ACOOUNTS AT DECEMBER 31, 1985
{continued)

6. Taxaticn

The rates of U.K. corporation tax used are 45% for the period January 1 to
March 31, 1985 and 40% for the period April 1 to December 31, 1985.

1985 1984
£7000 £7000
Current year:
Corporation tax 1,639

Group relief - 40
1,639 40
Prior year:
Group relief (29) -
1,610 40
7. 'Tangible fixed assets
Plant ard
equipment
£'000
Cost or valuation:
At Janvary 1, 1985 325
Additions 148
Transfers to group companies (21)
bisposals ) (93)
At Decarber 31, 1985 359
Depreciation:
v+ January 1, 1985 123
rovided during the year 79
Transfers to group canpanies (14)
Disposals (59)
At December 31, 1985 - 129
Net bock value:
At December 31, 1985 230

Net bock value:
At January 1, 1985 202

s - - - ey, g e o
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PBONOGRAM LIMITED

WOTES TO THE ACOCUNTS AT DECEMBER 31, 1985
{continued)

7. Tangible fixed assets (continued)

PAGE 11

The historic cost and related depreciation of fixed tangible assets are shown

below:
Plant and
g, t
£'000
Cost 359
Depreciation {129)
Balance December 31, 1985 230
Balance December 31, 1984 202
8. Investments
thares in
group canpanies
£
Cost at January 1, and December 31, 1985 100
Amounts written off at Jamwary 1, and
December 31, 1985 1¢c0
Net bock values at January 1, and
December 31, 1985 £ ~
The company has the following investments
Country of Percentage
incorporation Holding held
Shares in group campanies:
Polygram Musicvideo Limited England 100 ordinary
shares 100%
9. Stocks
- 1985 1984

Stocks consist of:
Finished gocods

£000  £000

884 546

R,
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FPHONOGRAM LIMITED
NOTES TO THE AOCOUNTS AT DECEMBER 31, 1985

PACE 12

(continued)
10. Debtors
1985 1984
£7000 £7000
Trade debtors 5,734 4,249
Group conpanies:
J.K. holding company 6,712 -~
Overseas group companies 7,554 392
U.K. group camnpanies 240 5,799
Other debtors 689 439
Prepayments 26 92
21,725 10,971
1i. Creditors: amounts falling due within one year
1985 1984
£7000 £7000
Group conpanies:
Cvexseas group capanies 785 11
U.K. group conmpanies 487 40
Dividend 1,530 -
Other creditors 729 1,244
Current corporation tax 1,639 -
Acoraals 16,739 10,390
22,029 11,685

12. Deferred taxation

The full potential liability for deferred tax has been provided at the
effec-ive rate of UK corporation tax of 36.25% for the year to 3lst December
1986, The directors do not consider it is reasonable at present to assume

that .iming differences will not reverse in the foreseeable future.

1985 1284
£7000 £7000
Capital allowances <in advance of depreciaticn 2 10
Other timing differences (2) (10)
In addition future tax relief not taken up in the
accounts should be available on the following item:
Other timing differences which should produce
future tax relief on 263 o8
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PEONOGRAM LIMITED

ROTES TO THE ACCOUNTS

AT DECEMBER 31, 1985

(continued)

13. Share capital

Authorised

1985

1984

No.

Ordinary shares of £1 each 100
Deferred ordinary shares of £l each 500,000

No.

100
500,000

PAGE 13

Allotted, issued

and fully paid
1985 1984
No. No.
100 100

500,000 500,000

500,100

500,100

500,100 500,100




