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Subafilms Limited .

A N L S L

Directors’ report

The directors present their report and financial statements for the year ended 31 December 2007

Principal activity '

The principal acuvity of the company during the year was the making, producing and exploitation of films
and videos The company’s result for the year was as expected

Directors
The directors who served during the year were as follows

Mrs Y O Lennon
Mrs O T Harnison
} L Eastman
I L Gerrard

Disclosure of information to the auditors

So far as each person who was a director at the date of approving this report 1s aware, there 1s no relevant
audit information, being information needed by the auditor 1n connection with preparing 1its report, of
which the auditer 1s unaware  Having made enquines of fellow directors and the company’s auditor, each
director has taken all the steps that he/she 1s obhiged to take as a director 11 order to make himsel{/herself
aware of any relevant audit information and to establish that the auditor 1s aware of that information

Auditors

In accordance with Section 386 of the Compames Act 1985, a resolunion to dispense with the obhgation to
appoint auditors annually was passed on 5 December 1997 Accordingly, Emst & Young LLP will be
deemed to be reappointed as auditors

Small company provisions \

This report has been prepared in accordance with the special provisions for small companies under
Part VII of the Compamies Act 1985

By order of the board

For and dh blhalf of
Apple Corps Limited

Secretary

22 OCT 2008 |
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Statement of directors’ responsibilities

The direciors are responsible for preparing the Annual Report and the financial statements 1n accordance
with apphcable law and regulauons

Company law requires the directors to prepare financial statements for each financial year Under that law
the directors have elected 10 prepare the financial statements 1n accordance with Unned Kingdom
Generally Accepted Accounung Practice (United Kingdom Accounting Standards and applicable law)
The financial statements are required by law to give a true and fair view of the state of aftaurs of the
company and of the profit or loss of the company for that pertod In prepaning these financial statements,
the directors are required to

*  select suttable accounting pohcies and then apply them consistently,
. make judgments and estimates that are reasonable and prudent, and

*  prepare the financial statements on the going concern basis unless 1t 1s mappropnaie to presume that
the company will continue in business

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy
at any ume the financial posiion of the company and to enable them to ensure that the financial
statements comply with the Companies Act 1985 They are also responsible for safegnarding the assets of
the company and hence for taking reasonable steps for the prevention and detection of fraud and other
uregulanties
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ndependent auditor’s report

to the members of Subafilms Limited

We have audited the company $ financial statements for the year ended 31 December 2007 which
comprise the Profit and Loss Account, the Balance Sheet, the Statement of Total Recogrised Gains and
Losses and the related notes | to 11 These financial statements have been prepared under the accounting
pehicies set out theremn and the requirements of the Financial Reporting Standard for Smaller Entities

This report 1s made solely to the company's members, as a body, in accordance with Section 235 of the
Companies Act 1985 Qur audit work has been undertaken so that we mught state o the company’s
members those matlers we are required o state to them n an auditors' report and for no other purpose To
the fullest extent permiited by law, we do not accept or assume responsibility to anyone other than the
company and the company's members as a body, for our audit work, for this report, or {or the opimions we
have formed

Respective responsibihities of directors and auditors

The directors’ responsibilities for preparing the financial statements 1n accordance with applicable Umited
Kingdom law and Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are
set out 1n the Statement of Directors’ Responsibihities

Our responsibility 15 to audit the financial statements n accordance with relevant legal and regulatory
requirements and Internatzonal Standards on Auditng (UK and Ireland)

We report to you our opimion as to whether the financial statements give a true and fair view and are
properly prepared n accordance with the Compames Act 1985 We also report to you whether in our
opimon the information given in the directors’ report 1s consistent with the financial statements

In addition we report to you if, in our opinion, the company has not kept proper accounting records, 1f we
have not recerved all the information and explanations we require for our audit, or if information specified
by law regarding directors' remuneration and other transactions 1s not disclosed

We read the directors’ report and consider the smplications for our report if we become aware of any
apparent misstatements withtn 1t

Basis of audit opinion

We conducted our audit 1n accordance with International Standards on Audiing (UK and Ireland) 1ssued
by the Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures 1n the financial statements It also includes an assessment of the sigmficant
estimates and judgments made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropnate to the company's circumstances, consistently applied and
adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary 1n order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from matenal misstatement, whether caused by fraud or other irregulanty or
error In forming our opinion we aiso evaluated the overall adequacy of the presentation of information in
the financial statements
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Opimion

In cur opimion

=  the financial statements grve a true and fair view, 1n accordance with United Kingdom Generally
Accepted Accounting Practice applicable to Smaller Entities, of the state of the company's affairs
as at 31 December 2007 and of 1ts profit for the year then ended,

= the financtal statements have been properly prepared n accordance with the Companies Act
1985, and

= the information given 1n the directors’ report 1s consistent with the financial statements

E.. a—-H uf

Emst & Young LLP
Registered auditor
London

27 0CT 2008
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Profit and loss account
for the year ended 31 December 2007

Turnover
Admimstrative expenses

Operating profit
Interest receivable

Profit on ordinary activities before taxation
Tax on profit on ordinary activities

Profit retained for the financial year

Notes

2007 2006

£ £
1,369,433 356,082
(34,319) (301,496)
1,335,114 54,586
170,671 152,766
1,505,785 207,352
{459,390) (69,901)

1,046,395 137,451

Statement of total recognised gains and losses

for the year ended 31 December 2007

There are no recogmsed gains or losses other than those shown in the profit and loss account above




Subafiims Limited

Balance sheet
at 31 December 2007

2007 2006
Notes £ £
Fixed assets
Investments 6 2 2
Current assets
Debtors 7 1,233,934 515,400
Cash at bank 2,835,858 2,970,852
4,069 792 3,480,252
Creditors amounts falling due within one year 8 (2,486,069) (2,948,924)
Net current assets 1,583 723 537,328
Total assets less current hiabilities 1,583,725 537,330

Provisions for habilities and charges
Deferred taxation 5 (35,483) (35,483)

1,548,242 501,847

Capital and reserves

Called up share capatal 9 92 92
Profit and loss account 10 1,548,150 501,755
Equity sharehoiders’ funds 10 1,548,242 501,847

These financial statements have been prepared n accordance wath the special provisions of Part V1I of the
Companies Act 1985 relating to small companies and with the Financial Reporting Standard for Smaller
Entities

%«(...‘-—- (/Lﬁl’x_.

Mrs Y O Lennon Mrs O T Harnison
Director Director
j \
| N—
J L Eastman H L Gerrard
Darector Director
72 0CT 2008
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Notes to the financial statements
at 31 December 2007

Accounting policies
Bas:s of preparation

The financial statements are prepared under the historical cost convention

Film nghts
Film rights are carried at cost less accumulated amoruisation and accumulated impairment losses  Film
rights are amortised under the cost recovery method

The carrying values of film nights are reviewed for impairment in periods 1f events or changes 1n
circumstances indicate the carrymg value may not be recoverable
Cash flow statement

The company has taken advantage of the concession in FRS 1 “Cash Flow Statements” which exempts a
company from the requirement 1o prepare a cash flow statement on the grounds that the company 1s small
as defined 1n companies’ legislaton

Deferred taxation

Deferred tax 1s recogrused in respect of all uming differences that have originated but not reversed at the
balance sheet date where transactions or events have occurred at that date that wall result 1n an obligation
lo pay more, or a nght to pay less or to receive more, tax, with the following exception

. deferred tax assets are recognised only to the extent that the directors consider that 1t 1s more hkely
than not that there will be surtable taxable profits from which the future reversal of the underlying
umng differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply in the periods
in which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date

Forergn currencies

Transactions 1n foreign currencies are recorded at the rate ruling at the date of the transaction

Monetary assets and habilities denominated 1n foreign currencies are retranslated at the rate of exchange
ruling at the balance sheet date

All differences are taken to the profit and loss account

Affiliated undertakings
In these financial statements undertakings are descnbed as affiliated to Subafilms Limited 1f

(a) they have the same shareholders or ulimate shareholders as Subafilms Limited, or
(b) the undertaking is owned by one or more of the shareholders of Subafilms Limited
Turnover

Tumover, which 1s stated net of value added tax and 15 from continmng activities, 15 accounted for on an
accruals basis

It 15 the opimion of the directors that, 1n view of the nature of the company's business, the markets 1n which
1t operates do not differ substantially from each other and are therefore treated as one market for the
purposes of disclosing the particulars of tuover m these financial statements
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Notes to the financial statements
at 31 December 2007

3 Operating profit
(a) Thus 15 stated after charging/(crediting}

2007 2006
£ £
Auditors’ remuneration  — audit services 5,000 5,000
Directors’ emoluments - -
Net loss/(profit) on foreign currency translation 8,977 (53,292)
Increase 1n provisions agamnst loans 26,447 22,909
Release of accrual for costs (739.877) -
(b)  There were no employees other than the directors during the year (2006 — ml)
4 Interest receivable
2007 2006
£ £
Bank interest receivable 143,522 129,857
Receivable from affihated undertakings 26,447 22,909
Other nterest 702 -

170,671 152,766

5. Tax

(a) Tax on profit on ordinary activities

The tax charge 1s made up as follows

2007 2006
£ £
Current tax
UK corporation tax 460,000 70,000
Tax over provided in previous years (610} (99)
Total current tax (note 5(b)} 459,390 69,901




Notes to the financial statements
at 31 December 2007

Tax (conunued)

(b) Factors affecung current tax charge

The tax assessed on the profit on ordinary activities for the year differs from the standard rate of
corporation tax in the UK of 30% (2006 — 30%) The differences are reconciled below

2007 2006
£ £
Profit on ordinary acuvities betore taxation 1,505,785 207,352
Profit on ordinary actuivines multiphied by standard rate of
corporation tax of 30% (2006 — 30%) 451,736 62,206
Expenses not deductible for tax purposes 7,934 6,872
Other 330 922
Tax over provided 1n previous years (610} (99)
Total current tax (note 5(a)) 459,390 69,901
() Deferred tax
Deferred tax 1s provided at 30% 1n the financial statements as follows
2007 2006
£ £
Interest on finance loans not taxable until received 35,483 35,483

Investments
Finance loans
£
Cost
At | January 2007 and 31 December 2007 2
Amounts have been provided in respect of loans to affiliated undertakings, Apple Films Limited and
Python Music Limited, to the extent that future recovery seems unhkely
2007 2006
£ £
Long term finance loans 784,322 772,521
Less Prowision (784,320} (772,519)
2 2
Current finance loans 1,005,726 991,081
Less Provision {1,005,726) (991,081)

10




Notes to the financial statements
at 31 December 2007

Debtors

Trade debtors

Amounts owed by affihated undertakings
Other debtors

Prepayments and accrued income

Creditors: amounts falling due within one year

Amounts owed 10 affiliated undenakings
Corporation tax
Other creditors and accruals

Authorised and issued share capital
Authorised

Ordinary shares of £0 50 each

Allotted, called up and fully paid

2007
No £

Ordinary shares of £0 50 each 184 92

2007 2006

£ £
780,708 88,535
445,769 414,657
- 5,749

7,457 6,459
1,233,934 515,400
2007 2006

£ £
1,379,892 1,379,892
200,162 46,589
906,015 1,522,443
2,486,069 2,948,924
2007 2006

£ £

200 200

2006

No £

184 92

11
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Subafilms Limited
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Notes to the financial statements
at 31 December 2007

Reconciliation of shareholders’ funds and movement on reserves

Total

Profit share-

Share and loss holders

capttal account Junds
£ £ £

At 31 December 2005 92 364,304 364,396
Profit for the year - 137,451 137,451
At 31 December 2006 92 501,755 501,847
Profit for the year - 1,046,395 1,046,395
At 31 December 2007 92 1,548,150 1,548,242

Related party transactions

(a) Amounts charged in the profit and loss account mclude fees 1n respect of promotional services
payabte to the beneficial shareholders (Sir ] P McCartney, Mr R Starkey, Mrs Y O Lennon and

Mrs O T Hamson) amounting to £100,000 (2006 - £31,250) each

(b) At 3] December 2007, the company owed Apple Corps Limited, a company owned by one or more
of the shareholders of Subafilms Limited, a net amount of £1,107,642 (2006 — £1,138,754) It also
had a recervable of £173,519 (2006 — £173,519) from Apple Films Limited, another undertaking

owned by one or more of the shareholders of Subafilms Limited

{c) Interest income amounting to £26,447 (2006 — £22 909) has been included 1n the profit and loss
account on loans to Apple Films Limited and Python Music Limited Python Music Limited 1s an

affiliated undertaking of Subafilms Limited

The company has no ultimate controlling party

12



