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'UNIVERSAL MUSIC OPERATIONS LIMITED
STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

~ The directors present their strategic report'for the company for the year ended 31 December 2021.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW
The principal activity of the company during the year was to market and distribute recorded music and videos.

The company is part of Universal Music Group's UK operations. Following the successful listing of Universal Music Group on
* the Euronext exchange, the ultimate parent undertaking and ultimate controlling party of the company changed to Universal
Music Group N.V.. This change in ownership has not altered the principal activities of the company.

The result of the company for the year ended 31 December 2021 and its posmon as at that date are set out in the statement of
comprehensive income, statement of financial position and statement of changes in equity on pages 18, 19 and 20 respectively.
The result and position of the company were in line with directors’ expectations.

RESULTS AND DIVIDENDS

The company’s profit for the financial year was £22,929,000 (2020: profit £67,234,000). The retained profit for the year has been
transferred to reserves. The directors do not recommend a dividend payment for the year ended 31 December 2021 (2020: £nil).

KEY PERFORMANCE INDICATORS

The company uses a variety of performance indicators to review historical performance and plan for the future. The key indicators
are turnover, gross profit margin, result before taxation and net assets, as described below. - :

Turnover

Turnover levels decreased to £531,222,000 in 2021, compared to £547 359,000 in the prewous year. The decrease is due to a
transfer pricing review completed in 2020, which resulted in the recognition of additional  overseas revenues. The year on year
impact of this was a reduction in revenues of £55,742,000. Aside from this, demand for streaming servrces has continued to
increase, and direct-to-customer sales via online platforms also grew during 2021.

The directors consider that- -although COVID-19 will continue to have some impact, particularly on live and broadcast income, the
outlook for future years is very positive as the expectation is for continued growth in demand for streaming services. .

Gross profit margin

. The company's gross profit margin decreased from 38% to 33% this year. The decrease in margin was driven by a transfer pricing
review completed in 2020, which resulted in the recognition of additional overseas revenues. The year on year impact of this was
a reduction in margin of 6%. Otherwise, margins have remained consistent, as cost control measures have remained in place even
as COVID-19 restrictions have been lifted.

Result before taxation
The company's profit before taxation was £35,774,000, compared to £79 728 000 in the prior year. The result is primarily driven
by the decreased turnover and gross profit margin noted above. -

¥
Net assets
The company's net asset position at 31 December 2021 remains strong at £126,376,000 (2020 £108 237 000) The increase
compared to the prior year was driven by.the overall profit for the fi nancral year.

CORPORATE GOVERNANCE-
Purpose and Leadership
The company's main purpose is the discovery and development of artists, as well as the distribution, sale, marketing and

promotion of all forms of recorded music in addition to providing other services to other companies within Universal Musrc
Group ("UMG").
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UNIVERSAL MUSIC OPERATIONS LIMITED
STRATEGIC REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2021

CORPORATE GOVERNANCE (continued)

The board's responsibility.is to promote and drive the company's purpose, its value and strategy, and to ensure it remains aligned
with the wider goals of both UMG and its parent company, Universal Music Group N.V. ("UMG NV"). The measures and
initiatives undertaken to demonstrate these are as set out in the specrf ic headings as reflected in the section 172 statement wrthm
this report.

UMG is under the leadership of Sir Lucian Grainge globally. DS Joseph, as Chairman and CEO of Unii/ersal Music UK, oversees o
the companies within the UK group, including the diverse range of labels, including EMI, Polydor Island, Decca and 0207 Def
Jam, alongside the world's most famous recording studios, Abbey Road.

The COVID-19 pandemic has continued to pose challenges in the last year. The company prioritized the safety of its workforce
and artists. A new workmg approach was swiftly put in place, including a focus on effective working methods, mental health,
private healthcare and financial support for artists affected by the pandemic. The board is pleased to note that employees have
now returned to the office and most have chosen the option of hybrid working, spending three days per week in the off' ice and two
days working from home.

In lmc with UMG's vision to create -an environment that resonates with its culture and value, group companies 1mplement this
vision through programmes on diversity and inclusion for all employees. . '

Board Composition

The board composition reflects the balance of skills, experience and dwersrty necessary to support the business given the
complexity of the music business. -

Together the board members ha’ve morc than 50 ycars of cxpericnce'working at UMG:

¢« DS Joseph is'a vastly experienced company leader (having led record labels for more than 20 years) and is one of the
most promment executives in the UK’s creative industries;

., AM Barkerisa Iawyer with over 20 years of experience in legal affairs in the music mdustry,

o DRIJ Sharpe is a Chartered Accountant with 25 years of finance experience in the music industry; and -

e A Abioye is a Chartered Secretary with over 25 years’ éxperience .in governance and company law compliance as well
as a Fellow of ICSA, The Chartered Governance Institute. .

The organlsatlonal structure of the company is designed to ensure the right balance between board oversight and creative freedom
for the various labels and- dwrsrons Each label or lelSlOl’l has ltS own management team responsible for driving the success of
that label.

These business unit management teams meet formally with the board twice each quarter (one management review meeting and
one creative review meeting) in addition to numerous informal meetings between management and board members. This allows

*each label management team direct access to the board, and ensures they align with the overall group objectives whilst still being
allowed freedom to manage according to the unique characteristics of their own label or business unit.

Director Responsibilities
We report in the s172 statement within this report how directors have fulfilled their general legal duties defined under the
Companies Act. The board is responsible for the overall conduct of the company s business as defined under the company articles _

- of association.

Members of the board meet regularly to discharge their day-to-day responsibilities and meet formally to discuss significant
company matters such as acquisitions, approval of financial statements and other ad hoc matters requiring board approvals.';

Members of the board are provrded with trammg on Icgal and regulatory developments i in- -house and by professmnal advnsers-
where appropriate.
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UNIVERSAL MUSIC OPERATIONS LIMITED .
STRATEGIC REPORT (continued) -
FOR THE YEAR ENDED 31 DECEMBER 2021 ‘ | ' g

CORPORATE GOVERNANCE (continued)
* Opportunity & Risk

Each business in the group is required to implement the strategies set by the UMG Board in relation to internal control objectives.
The recorded music business unit complies with the UMG controls and compliance program which has been tailored to our
business risk factors and operational requirements. This is designed to mitigate financial and fraud risks across 12 different areas
and involves documenting or testing over 400 different controls. The programme and controls covered are updated each year in
response to any changes in the business environment and the specrﬁc risks UMG faces.

Each year the board assess the effectiveness of internal systems and risks:in ensuring it complies with its. Parent Company's Code
of Financial Ethics. Every six months, the Chief Operating Officer of each business unit must certify in writing comphance with
internal control procedures linked to the preparation of financial statements.

Through our parent company, UMG NV, we have centralised insurance coverage for our business. This includes but is nét limited
to risks associated to property damage and business mterruptlon civil liability etc. We also have local policies in compliance with
UK regulations. :

.Remuneration

The company's human resources department is committed to identifying, recruiting and retalmng talented mdrvrduals including
through compensation and a wide range of employce benefits. .

.

An element of remuneration for' directors, management and employees alike is linked to the success of both one's respective
business unit and the group as a whole, adopting the ethos of its parent company to align everyone for shared success. This
ensures that all employces benefit from, and are motivutcd by, the success of the busincss.

Employees have access to an employee share scheme which gives them the opportunity to benefit from the long -term success of
the business by investing in the parent company shares through the Opus Vivendi employee shareholdmg scheme.

Stakeholder Relationships & Engagement

This is set out in more detail in the section 172 statement wrthm the strategic report This descnbes how the board has engaged
and continues to engage with key stakeholders. .

" In addition, we foster effective relations with UMG NV through DS Joseph and senior Universal Music executives' meetmgs w1th
. UMG NV executives covering a wide range of initiatives.

‘The individual labels ensure that we maintain effective relations with artists through frequent meetings with the artists and their
management to discuss the recording, release and promotion of their records as well as the general progress of their recording
career.

In terms of employees, one area of focus is mental health and 'well-being.'As detailed within the employee engagement paragraphs
of the section 172 statement, related initiatives included a Mental Health Awareness Week in 2021, among other efforts.

We publich our supplier payment practices yearly and last year we accelerated payment to. suppoit vw small suppliers tiroughout
the COVID-19 pandemic. We also continue to comply with the Modern Slavery Act 2015 in all areas of our business, as set out in
our Modern Slavery Statement. .

The board of directors continuc to provide accountability of it3 sharcholders in accordance with applicable law and provides
timely accurate disclosure of information about all matcrlal facts to its busincss, including financial, social and environmental
indicators to relevant governing body and auditors. :
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UNIVERSAL MUSIC OPERATIONS LIMITED
STRATEGIC REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2021

’

SECTION 172 STATEMENT ‘ .

Under section 172 of the Companies Act 2006, the board of d1rectors of a company must act to promote the success of the
company for the benef t of its members as a whole, S

The board of dlrectors of Umversa] Music Operations Limited (the "board"), constantly assesses the implications of decisions
made, in terms of both the potential long-term consequences for the company, together with the impact on our stakeholders,
including shareholders, artists employees, suppliers and customers, the wider community and the environment.

The company is a member of the Universal Music UK group ("UMUK"). In making this statement the directors are referring to
the relevant activities of the group.

Shareholders

The company is ultimately owned by Universal Music Group N.V. ("UMG N.V."), a company incorporated in the Netherlands.
The board regularly communicates with UMG N.V. regarding strategy and performance through multiple channels, including:

Regula’r and timely management accounts;
Detailed and accurate financial budgets and forecasts;

®

e Collaboration as part of the UMG cash management policy; and

o Consultation and approval of any significant investment and acquisition decisions.
Artists

The board recognises that the success of our artists is key to maintaining Universal Music's position as the UK's leading music
. company. Our Artist & Repertoirc tcams contmuc to work with their cxisting artists to crecatc great new music, whilst identifying
and nurturing emerging artists. :

The board is mindful of the impact COVID-19 had on artists, and the company supported them wherever possible. We offered
various forms of financial assistance such as interest-free royalty advances. We made good on payments to freelance musicians
and crew who were due to support our artists on cancelled tours. We also. have an open-door policy for pipeline royalty payments
for any artists suffering financial hardship. , ’

In 2022, UMG N.V. has initiated a worldwide goodwill program for certain legacy featured recording artists and songwriters with
unrécouped balances. By not applying unrecouped advances to royalty statements, eligible creators and their immediate heirs,
who have not received any payments since 2000, will begin receiving royalties subject to certain conditions. Within the commg
months eligible artists and songwriters will be contacted. . .

Finally, in 2021 we launched a centra]ised support program offering artist counselling and career advice, as well as referrals to a
broad spectrum of professional services, such as vocal coaching. The company introduccs newly signed aitists to the program so
that they know the range of services available to them from the beginning of the relationship. Our commitment to artist wellbeing
.was bolstered further in April 2022, when Universal Music UK became the founding record company partner of Co-Pilot: the
Musicians' Mentoring Network, delivered by the charity Help Musicians. The partnership sees Universal Music Group staff
donate their time, skills and experience to empower musicians to navngate the post COVID-19 landscape and achleve their career
goals.

Employee engageément

¢

The board understands that Universal Music UK's staff are at the heart of everything we do as a business, and also the importance’
of an engaged and dynamic workforce to ensure we can respond to the changing musu,al landscape.

COVID 19 had a huge impact on Umversal Music employees, the majority of whom worked from home whilst our 4 Pancras
Square office was closed due to the lockdown restrictions.
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" UNIVERSAL MUSIC OPERATIONS LIMITED
STRATEGIC REPORT (continued)
- FOR THE YEAR ENDED 31 DECEMBER 2021

1

SECTION 172 STATEMENT (continued)

Employee engagement (continued) : S

Employees have now returned to the office and most have chosen the option of hybrid working, spending three days per week in
the office and two days working from home. The board is incredibly proud of the resilience, teamwork and creativity that our
teams have shown in adapting and ﬂounshmg under the new circumstances.

Mental health and well-being remain a key focus. We held a Mental Health Awareness Week in May 2021, which included a
series of talks on topics including resilience through change, enhancing mental health, improving sleep, and eating well to stay -
well. There was also a community meetup for parents and carers, and a mental health session for Black-identifying employees.

Finally,A to ensure all employees share in the success of the business, we have continued the policy of employees on iower salaries
receiving larger percentage pay rises following the annual pay review. .

. Business relationships - suppliers and customers
Thie board considers that our relationship with all suppliers and customers is critical to the day to day running of our operations.

Our accounts payable team continues to work closely with suppliers to ensure that the payment process runs smoothly, and for the
6 months ended 31 December 2021 our average time to pay invoices was 43 days.

We are aware that COVID-19 has had a significant impact on many of our suppliers and we further accelerated our payment:
processes in 2020 and 2021 to provide them with real financial support.

We also acknowledge the impact of COVID-19 on customers, and wherever possible have extended credit terms, or agreed
payment holidays, whilst at the same time mariaging the company's credit risk. We have also worked closely with our customers
to launch our customer portal which enables them to self-manage their accounts and orders.

The community
~ The board believes that music.can play a vital role in bringing people together, working for positive change within communities.

In 2020 Universal Music Group established its Task Force for Meaningful Change, an employee led group focussed on equality,
justice and inclusion. In April 2021 the Task Force published its manifesto with many exciting new initiatives, including:

.o The Black Calendar initiative — a commitment to celebrating Black culture all year round, mcludmg regular educational reads
" "and several headline events during Black History Month for all staff to attend
o Partnership with The Black Curriculum on its Springboard Programme, which prov1des workshops for young people tcachlng
Black British History through the lens of music and arts; and
e Unite programme supporting Black artist managers.

Universal Music UK also supports other causes and projects including charitabie work through the Universal Music UK Souhd
Foundation, its role as the UK charity partner of Playlist for Life (PFL), and continued support for East London Arts & Music
(ELAM), the free school for 16-19-year-olds set up in 2014.

Likewise, we continue to support The BRIT Trust - the music indﬁstry éharity that promotes education and wellbeing through
music, such as The BRIT School and Nordoff Robbins music therapy.

The environment

In 2017 Universal Music UK moved into its current headquarters at 4 Pancras Square certified as 'Outstanding' by BREEAM,
reflecting the board's desire to make the business as environmentally friendly as possible. The location of the office means that
virtually all staff now come to work on public transport. We provide facilities with secure parking for 186 bikes, showers and a
towel service. There is no staff parking onsite.
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UNIVERSAL MUSIC OPERATIONS LIVMITED‘
STRATEGIC REPORT (continued)
- FOR THE YEAR ENDED 31 DECEMBER 2021

SECTION 172 STATEMENT (continued)

The environment (continued)

Furthermore, the staff cafe promotes a low carbon diet by offering daily vegetarian and‘ vegan dishes and a Meat Free Monday.
Food waste is activély managed and food provenance schemes, such as MSC seafood, are adhered to when sourcing ingredients.

UMG signed the Music Climate Pact in 2021, with high level commltments to change, including signing up to the Science Based
Targets initiative.

UMUK has also appointed an independent company to review-our defined contribution pension scheme and worked with our
trustees to implement the recommendations and ensure our investments were aligned with our values.

UMUK has been an active board member and financial supporter of Julie's Bicycle, the environmental non-for-profit organisation

that supports the creative. sector, since its inception in 2007. We achieved a 4* certification. from their Creative Green

accreditation scheme for 2021

Our staff sustainability forum, Team Green, was established in 2007 and has board level support. [t works On NUMErous mmatlves

throughout the year, mcludmg those mentioned above. Other recent highlights include: '

~

o A World Environmental Day event in June 2021 mcludmg talks on eating green, climate activism and climate justice

e A Green week in April 2022 — including talks on sustainable merchandise, the climate crisis and where we are following COP
. Encouraging staff engagement through suggestion boards.

Maintaining a reputation for high standards of business conduct

. The company has a code of conduct, on Wh]Ch all employees are certified annually, to encourage ethxcal behaviour as well as to
" highlight possible ethical threats which could be faced by employees.

The company maintains high standards of expected conduct for its employees and has clearly defined procedures for its
employees to report any concerns internally. Thls incorporates anti-bribery training, commercial sensitivity and appropriate
workplace conduct. :

The directors are acutely aware of the high-profile nature of the Universal Music brand and make every effort to both protect this
reputation and live up to its standards. :

ENERGY & CARBON REPORTING STATEMENT

This section of our strategic report discloses our operational energy and carbon footprint in line with the UK’ govemments
Streamlmed Energy and Carbon Reporting ('SECR) initiative.

In 2021 the company had a carbon footprint of 151.69 tCO2e using location-based approach. This has increased 25% from 121.05
tCO2e in 2020. This increase is due to the relaxation of COVID-19 restrlcnons feaning that the workforce could return to the
office in 2021 which increased the company s electricity usage .

Metkodology

To comply with SECR, the company has reported on all emission sources required under The Companies (Dlrectors Report) and
Limited Llabxhty Partnerships (Energy and Carbon Report) Regulatlons 2018.

Our emissions have been calculated in line with the GHG Protocol Corporate Accountmg and Reporting Standard (revised
" edition). Both location-based and market-based emissions have been calculated using emission factors from the Department of
Business, Energy & Industrial strategy (Greenhouse gas reporting: conversion factors for 2020 and 2021 respectively for
location-based) and supplier-specific fuel mixes for market-based. .

)
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lUNIVERSAL MUSIC OPERATIONS LIMITED
- STRATEGIC REPORT (contmued)
FOR THE YEAR ENDED 31 DECEMBER 2021

l

ENERGY & CARBON REPORTING STATEMENT (continued)

In line with SECR requirements, the emissions reported are the same as those which would be reported based on a financial
. control boundary. The company's Scope 2 emissions relate to the office at 4 Pancras Square, where the-company is based
. alongside other Universal Music UK. companies. They have been calculated by allocating the total emissions of the site based on
-the square footage occupied by the company. . )

UK Ahiuial Energy and Carbon

Table 1 shows the company’s Scope 1 emissions, including consumption of fuel by ﬂeet or company cars, or fugitive emnssnons
from refrigerants. The 4 Pancras Square site does not have natural gas, or liquid fuels from generators and’ equnpment

i

|

| Scope |

| KkWh

2020 41,72200 | 1004 | 554737 |

2021 45,910.05 10.87 - -
Table 1:-Scope 1 Emissions

Table 2 shows our Scopc 2 emissions; based on clectricity consumed. . ‘

" Seo Electricity | 1CO%

] _ pe 2 ) _kWh (location) | (market)
2020 436,130. 4 101.68 0.45
2021 - 673,232.04 130.54 -

Table 2: Scope 2 Emissions

Table 3 shows our Scope 3 omissions, boing onergy consumed through usc of rental or personal cars.

|

; Scope 3
2020 1280195 | 308 | 21,74876 | 498 ’ \
2021 16,797.23 |  3.98 2739118 | . 629 ’ : '

Table 3- Scope 3 Emissions

A summary of all the emissions reported in line with our SECR disclosure is shown in Table 4.
o Scope 2 Scope 2 oo Total Total
! _(location) | _gmarken _|_SP° > dlocation) | (marke) |
2020 ’ 11 31 ] ‘101.68 0.45 8.06 121.05 19.82
2021 10.87 130.54 - 10.27 151.69 21.15
Table 4. Total carbon emissions )

A summary of all the kWh energy reported in linc with our SECR disclosurc is shown in Tablc 5.

L Wi | Scope L] Soonc2 | Scoped | Towl
2020 | 47,26937 | 436,130.41 | 34,550.71 | 517,950.48
2021 45,910.05 | 673,232.04 | 44,188.42 | 763,330.52

Table 5: Total kWh energy :
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UNIVERSAL MUSIC OPERATIONS LIMITED
STRATEGIC REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2021

ENERGY & CARBON REPORTING STATEMENT (continued)

Table 6 contains our chosen intensity ratios of tonnes of carbon dioxide equivalent per square foot.

2020 |

2021 0.0019 0.0003
Table 6: Intensity ratio (1CO2e/sqft)

Energy efficiency actions

-The company is part of the wider Universal Music Group, which through.its Environment, Social, and Governance program is ]
focused on climate and related environmental issues, including the accurate measurement and reporting of company-related
greenhouse gas emissions.

At a'local level, the company makes a conscious’ effort to incorporate energy efficiency measures wherever possible into its
“decision-making processes. In 2017 Universal Music UK moved into 4 Pancras Square, an energy-efficient building, which is
scored as a BREEAM Outstanding. Below are some of the features which provide significant energy savings:

o In2021 the Kings Cross Estate declared itself carbon neutral, including the embodied carbon form construction.
The on-site energy centre, previously powered by fossil fuel, is now powered by gas from an Anaeroblc Digestion plant in
Scotland which has much lower associated carbon emissions.
- Building Management System optimised for efficiencies.
"Electricity at the site is sourced from-a green tariff.
LED lights, some motion censored. :
Site orientation, solar shading, and use of thernial mass for coolmg and passive ventilation;
Water-saving and recycling technologies;
Heating and coolmg pumps which circulate heated/cooled air, varying their speed and volume supplied based on demand
Water meters to record the amount of water used in each area and identify water savings where possible;
Toilets fitted with duel flush mechanisms to limit the amount of water wasted when flushing; and
Basin taps with air mixed with water to minimise water use.

e & & o o o o o o

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The company uses a.variety of financial instruments including cash, equity and other instruments such as artist advances,
trade/intercompany receivables and trade/intercompany payables that arise directly from its operations.

The directors are of the view that the main risks arising from the company’s financial instruments are exchange rate risk, interest
rate risk, hqundnty risk and credit risk, as summansed below: .

Exchange rate risk :

Exchange rate fluctuation presents a risk because some sales are priced in overseas currencies, and certain balances are
denominated in currencies other than Sterling. The directors do not consider that the potential downs;de is 31gn1ﬁcant enough to -
require hedging but continue to monitor the potentlal risk.

Interest rate risk

The company does not have any external borrowings and as such the directors con51der the related interest rate risk to be minimal.
The interest rate risk related to the company's defined benefit pension scheme is also consndered to be minimal following an
insured buy-out process expected to conclude in 2022.
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UNIVERSAI; MUSIC OPERATIONS LIMITED
STRATEGIC REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2021

Liquidity risk ‘

The company manages liquidity via intercompany loans. It is part of the cash management policy of its ultimate parent company,
Universal-Music Group N.V., under which any cash surplus or deficit is swept up or down at the end of each day. Financial risk is
managed by ensuring liquidity is sufficient to meet future needs, and that sufficient funding is in place before any new
commitments are entered into. Cash flow forecasts are monitored by management on a regular basis.

Credit rtsk .
The principal credit risk arises from trade debtors Management approve credit terms for all new customers, and regularly review

the credit position of existing accounts.

PRINCIPAL RISKS AND UNCERTAINTIES

The company is faced with similar risks and uncertainties as other companies operating in the recorded music business, broadly'

« how and when certain aspect of the music industry will recover from the impacts of COVID 19, in particular phys:cal retail
sales, broadcast income and live income;

. competition from major and independent record compames that market and distribute recorded music and wdeo

e competition from alternative entertainment products;

'

e the threat ofa devalued product due to piracy and the illegal use of music;
e uncertainty as to whether the growth i in the subscription services market will continue in the Ionger term; and

e interest rate fluctuations.

All risks and uncertainties are regularly monitored by the directors, including the following:
Brexit

On 31 January 2020, the United Kingdom (UK) left the European Union (EU) and entered a transition period. On 31 December
2020, the transition period ended and the UK left the EU single market and customs union.

© . .

.The company took various steps in response to this, including the following:

° System updates and training to ensure compliance with the updated requ1rements relating to indirect taxes, customs and

‘ duties requirements on product dispatched to EU countries;

e System updates and training to ensure compliance with the updated requirements relating to mdirect taxes on purchases from
EU suppliers; and

e Providing advice and support to all team members with EU passports regardlng the EU Settlement Scheme and securing the
rlght to continue working in the UK.

Thus far these measures have been successful in preventing any major disruptlons to busmess The directors will continue to
monitor the situation and take further measures if necessary.

10
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UNIVERSAL MUSIC OPERATIONS LIMITED
STRATEGIC REPORT (contmued)
FOR THE YEAR ENDED 31 DECEMBER 2021

o

COVID-19

COVID-19 and the related restrictions adversely affected retail sales of physncal product and certain ancnllary revenue streams
such as broadcast and live income. . .

' However the company was well p]aced to deal with these challenges due to its growing digital and direct-to-customer revenue
streams, driven by the depth of its artist roster and its extensive back catalogue of repertoire. These revenue streams were resilient
‘to the impacts of COVID-19. Furthermore the company reduced non-essential spending in areas such as marketing, travel, tlckets
and entertainment. :

As government restrictions have been relaxed through 2021, sales of physical product are no longer being adversely affected, and
broadcast and live income streams should begin to recover. Overall, despite the challenges of the COVID-19 pandemic, the
company has maintained strong performance and profitability. The directors will continue to monitor the situation for any future
impact on the company

Climate change
Whilst the company is not considered to be part of a heavy emtttmg industry, the directors recognise the 1mportance of reducing

its impacts and moving towards being a zero carbon operation.

The company, as part of Universal Music Group's UK operations, has recently signed up to the Science Based Targets Imttattve
which will provide a clearly-defined pathway to reduce greenhouse gas (GHG) emissions, helping prevent the worst impacts of
climate change and future-proofing busmess growth. r ~

FUTURE DEVELOPMENTS

Notwnthstandmg the risks and uncertainities outlined above, the directors do not anticipate any 51gn1ﬁcant change in the activities
and results of the company in the foreseeable future . '

This report was approved by the Board and signed on their behalf.

DocuSigned by:

Dosid. Sharpe

BOBBDAS0B7774EQ...

DRIJ Sharpe
Director

Date: 13 May 2022
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UNIVERSAL MUSIC OPERATIONS LIMITED
DIRECTORS' REPORT ‘
FOR THE YEAR ENDED 31 DECEMBER 2021

‘The directors present thelr report together with the financial statements and the auditor's report of the company for the year ended
31 December 2021.

The directors have included the following matters within the strateglc report, otherwnse requ1red to be disclosed in the diréctors'
“report, as they are considered to be of strategic importance to the company. S

Results and dividends;

L4

e Corporate governance;

e - Section 172 statement;

e Energy & carbon reporting statement

o Financial risk management objectives and policies; and
e Future developments.

DIRECTORS

The directors who served the company during the year and subsequently were as follows:

~ DS Joseph
AM Barker
DRJ Sharpe

DIRECTORS' QUA-'LIFYING THIRD PARTY INDEMNITY PROVISIONS

‘A qualifying third party indemnity provision remains in force as at the date of approving the directors' report, subject to the
provisions of section 236 of the Companies Act 2006. Universal Music Group N.V., the ultimate parent undertaking, maintains a
Directors & Officers Liability Programme which indemnifies directors' personal liabilities resulting from alleged wrongful acts
committed in the line of their employment, in relation to the company and its subsidiary undertakings.

POLICY ON THE PAYMENT OF CREDITORS

k
Itis the company's pollcy that payments to suppliers are made in accordance with those terms and condmons agreed between the

company and its suppliers, provxded that all trading terms and condmons have been complied w1th
" DONATIONS

During the year the company made the following con_tfibutions:

2021 © 2020
£ £
Charitable donations - : ' ‘ ‘ o 436,000 543,000

GOING CONCERN

The company's business activities, together with the factors likely to affect future developments, its financial exposures and its
risk exposures are described in the strategic report. After making enquiries and reviewing company cash flow forecasts, the
directors have a reasonable expectation <hat the company has adequate resources available to it to continue in operational
existence for the foreseeable future, and at least 12 months from the date the financial statements are authorised for issue.

Furthermore, ‘the company has received confirmation from Universal Music Group N.V., the company's ultimate _parent
undertaking, of its intention to continue to provide financial and other support to the extent necessary to enable the company to
continue to pay its liabilities as and when they become due for a penod of not less than one year from the date of approval of these
financial statements.

12



DocuSign Envelope ID: F3F70FB7-2173-49F3-8E11-3EB514C6D603

UNIVERSAL MUSIC OPERATIONS LIMITED
DIRECTORS' REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2021

GOING CONCERN (continued)

Having regard to the company's cash flow forecasts and the intention and ability of Universal Music Group N.V. to provide such
support if necessary, the directors believe it is appropriate to prepare these financial statements on a gomg concern ba51s at 31
December 2021 .

DIRECTORS' RESPONSIBILITIES STATEMENT

The directors are responsnble for preparing the annual report and the f‘ nancial statements in accordance with applicable-law and
regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have
elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards and applicable law), including Financial Reporting Standard 102 "The Financial Reporting
Standard applicable in the UK and Republic of Ireland". Under company law the directors must not approve the financial .
statements unless they are satisfied that they give a true and fair view of the state of affairs of the company and of the profit or
loss of the company for that year. [n preparing these financial statements, the directors are required to:

« select suitable accounting policies and.then apply them conéisteﬁtly;

o make judgements and accounting estimates that are reasonable and prudent;

o state whether applicable UK Accounting Standards have been followed, sub)ect to any materlal departures disclosed and
explained in the financial statements and

o prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company w1ll
contmue in business.

The dlrectors are responsible for keeping adequate accounting records that are sufficient to show and explain the company's
transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to ensure

. that the. financial statements comply with the Companies Act 2006. They are also responsible for safeguarding the assets of the
company and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities. .-

The directors are responsible for the maintenance and integrity of the corporate and financial information included on the

company's website. Legislation in the United Kingdom governing the preparation and dissemination of financial statemerits may
. differ from legislation in other jurisdictions. . : .

AUDITOR '

In so far as each of the directors at the date of approving this répbrt are aware:

e there is no relevant audit information of which the company's auditor is unaware; and.

«« each director has taken all steps that they ought to have taken as a director to make themselves aware of any relevant audit
information and to establish that the company's auditor is aware of that information.

This confirmation is givén and should be interpreted in accordance ‘with the provisioﬁs of section 418 of the Coinpanies Act 2006.

Pursuant to Section 487 of the Companies Act 2006 Deloitte LLP w1ll be deemed to be reappointed and will therefore continue in
office. ) .

This report was approved by the Board and signed on their behalf.
DocuSigned by:

Bolu Abioys
A P&gﬂéaFBSQDCcSCC...
Company Secretary

Date: 13 May 2022 .
Company Registration Number: 00950138
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UNIVERSAL MUSIC OPERATIONS LIMITED

VINDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF UNIVERSAL MUSIC
OPERATIONS LIMITED

FOR THE YEAR ENDED 31 DECEMBER 2021

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
- Opinion -
In our opinion the financial statements cf Universal Music Opcrations Limitcd (the 'company'):

. grve a true and fair view of the state of the company's affairs as at 31 December 2021 and of its profit for the year then
ended;.

e have been properly prepared in accordance with United Kingdom Generally Accepted Accountmg Practrce including
Financial Reporting Standard 102 "The Financial Reporting Standard applicable in the UK. and Republic of Ireland"; and

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

We have audited the financial statements which comprise:

the statement of comprehensive income;
the statement of financial position;

the statement of changes in equity;

the statement of accounting policies; and
the related notes 1 to 24.

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards, including Financial Reporting Standard 102 "The Financial Reportmg Standard applrcable in the UK and Republic of
Ireland" (United Kingdom Gonerally Accepted Accountmg Practicce).

Basis for opinion -

We conductod our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilitics under those standards arc furthcr described in the auditor's reaponsibilitics for the audit of the financial statcimciits
sectron of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the Financial Reporting Council's (the 'FRC!s") Ethical Standard, and we have fulfilled our other
ethical responsibilitics in accordance with these requirements. We belicve that the audit evidence we have obtained is suﬁiuenl
and appropuate to provide. a basis for our opinion. -

Conclusrons relating to gomg concern

In auditing the financial statements, we have concluded that the drrcctors use of the going coneern basis of accouiting in the
preparation of the financial statements is appropriate.

Qur evaluation of the directors' assessment of the company!s ability to continuc to adopt the going concern basis of accounting
included: . :

review of forecast for a period of 12 months from signing date; '
identification and challenge of key assumptions used in the forecasts;
assessment of amount of headroom in the forecasts (cash);
sensitivity analysis;

sophistication of the model used to prepare the forecasts, testing of clerical accuracy of those forecasts and our
assessment of the historical accuracy of forecasts prepared by management.

Based on the work we have performed, we have not identified any 'material uncertainties relating to events or conditions that,
individually or collectively, may cast significant doubt on the company's ability to continue as a going concern for a period of at
least twelve months from when the financial statements are authorised for issue.

/
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UNIVERSAL MUSIC OPERATIONS LIMITED

INDEPENDENT AUDITORS REPORT TO THE MEMBERS OF UNIVERSAL MUSIC
OPERATIONS LIMITED (continued)

FOR THE YEAR ENDED 31 DECEMBER 2021

]
Our responsibilities and the responsnbllmes of the directors with respect to going concern are descnbed in the relevant sections of .
this report.

Other mformatlon

The other information comprises the mformatlon included in the ‘annual report, other than the financial statements and our

auditor's report thereon. The directors are responsible for the other information contained within the annual report. Our opinion on

the financial statements does not cover the other mformatnon and, except to the extent otherwnse explicitly stated in our report we'
~ do not express any form of assurance conclusion thereon. . o '

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

We have nothing to report in this regard.

Responsibilities of directors

As explained more fully in the directors' responsibilities statement, the directors are responsible for the preparation of the financial
statements and for being satisfied that they give a true and fair view, and for such internal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for asséssing the compary's ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the
directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

/
Auditor's responsibilities for the audit of the financial statements . e

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or érror, and to issue an auditor's report that includes our opinion. Reasonable assurance is a
high level of assurance, but-is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it-exists. Misstatements can arise from fraud or error and considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these fi nan01al ‘
statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website at:
www.frc.org.uk/auditorsresponsibilities This description forms part of our auditor's report.

E'(tent to which the audit was con.ndcrcd capable of dctecting lrrcgulantles, mcludmg fraud

Irregularmes including fraud are instances of non-compliance with laws and regulations. We design procedures in line with our
responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The extent to which
our procedures are capable of detecting irregularities, including fraud is detailed below.

We considered the nature of the company's industry and'its control environment, and reviewed the company's documentation of
their policies and procedures relfating to fraud and compliance with laws and regulations.- We also enquired of management abouit

their own identification and assessment of the risks of irregularities. . .
. ’ A . ) :
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UNIVERSAL MUSIC OPERATIONS LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF UNIVERSAL MusIC
" OPERATIONS LIMITED (continued)

FOR THE YEAR ENDED 31 DECEMBER 2021

We obtamed an- understandmg of the legal and regulatory framework that the company operates m and identified the key laws and
regulatlons that:

e had a direct effect on the determination of material amounts and disclosures in the financial statements. These included
Companies Act 2006, The Companies (Miscellaneous Reporting) Regulations 2018, UK tax legislation, Companies,
Partnerships and Group Regulations 2015, UK GAAP as issued by the Financial Reporting Council; and

e do not have a direct effect on the financial statements but compliance with which may be fundamental to the company's
ability to operate or to avoid a material penalty: These included UK Bribery Act, Data Protection Regulation, Money
Laundering and Proceeds of Crime Act 2006, Copyright Designs and Patents Act.

We discussed among the audit engagement team including relevant intémal specialists such as tax, and IT regarding the
opportunities and incentives that may exist within the organisation for fraud and how and where fraud mlght occur in the financial
statements .

In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to the risk of
management override. In addressing the risk of fraud through management override of controls, we tested the appropriateness of
journal entries and other adjustments; assessed whether the judgements made in making accounting estimates are indicative of a
potential bias; and.evaluated the business rationale of any significant transactions that are unusual or outside the normal course of
business.

AAs a result of performing the above, we 1dent1f ed the greatest potential for fraud in the following areas, and our spec1f c
procedures performed to address it are described below:

e Risk of fraud in relation to revenue as a result of manual top-side adjustments. To address this risk we performed testing
over the design and implementation of controls relevant to address the risk, and direct testing over manual journal entries
to revenue, agreeing to supporting evidence, corroborating business rationale and compliance with accounting standards.

In addition to the above, our procedures to tespond to the risks.identified included the following:

o reviewing financial statement disclosures by testing to supporting documentation to assess compliance with provisions of
relevant laws and regulations desctibed as having a direct effect on the financial statements;

o performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks of material
misstatement due to fraud,

e enquiring of management and in-house legal counsel concerning actual and potential lmgatlon and claims, and mstances
of non-compliance with laws and regulations; and . .

o reading minutes of meetings of those charged with governance.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
Opinions on other matters prescribed by the Companies Act 2006

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

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

In the light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we have
not identified any material misstatements in the strategic report or the directors' report.
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' UNIVERSAL MUSIC OPERATIONS LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF UNIVERSAL MuUsIC
OPERATIONS LIMITED (continued)

FOR THE YEAR ENDED 31 DECEMBER 2021

-J
-Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

e adequate accounting records have not been kept, or returns adéquate for our audit have not been received from branches
_ not visited by us; or
o the financial statements are not in agreement with the accounting records and returns; or
! e certain disclosures of directors’ remuneration specified by law are not made; or
e we have not received all the information and’ explanatlons we require for our audit.

We have nothmg to report in respect of these matters.

[

Use of our réport

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Our audit work has been undertaken so that we might state to the company's members-those matters which we are required
to state to them in an auditor's report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responS|b1hty to anyone other than the company and the company s members as a body, for our audit work, for this report, or for
the opinions we have formed. .

DocuSigned by:

C. Suty

BQBSECAAABAC‘!BZ!

Claire Siviter, FCA (Senior. Statutory Auditor) .

For and on behalf of Deloitte LLP, S'iatutory Auditor, Reading, United Kingdom
Date: 13 May 2022 ' ‘ '

Company Registration Number: 00950138 .
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UNIVERSAL MUSIC OPERATIONS LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2021

2021 2020

" - Note £'000 £000
TURNOVER - ' : : o 4 . 531,222 547,359
Cost of sales ’ A - . . (358,037) (339,223)
GROSS PROFIT B : ' L 173,85 - 208,136
Distribution costs o ' A (13,433) (12,654)
* Administrative expenses _ . (121,405) (110,037)
. OPERATING PROFIT . . T . ’ 5. 38,347 85,445
Income from particibating interests . - 75
Interest receivable and similar income _ 8 © 2,298 - 4,883
" Interest payable and similar charges o . o 9 ‘ (2,764) (10,675)
PROFIT BEFORE TAXATION . o 37,881 79,728
Tax on profit L . o 10 L 4952) C (12,499)
PROFIT FOR THE FINANCIAL YEAR . h : i 22,929 67,234 .
-Other comprehensive expense . : :
Remeasurement of defined pension scheme ‘ . 19 - (2,600) (600)
Tax on other comprehensive expense ‘ —_— 19 (459) 114
TOTAL COMPREHENSIVE INCOME - ) o ) : . ' 19,870 : 66,748

All of the activities of the cbmpany are classed as continuing operations.

The notes on pages 21 to 42 form part of these financial statements

18



DocuSign Envelope ID: F'3F70FB7-2173-49F3-8E1 1-3EB514C6D603

UNIVERSAL MUSIC OPERATIONS LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2021

2021 2020
Note £'000 £'000
- FIXED ASSETS : » o
Intangible assets ) o _ o 1 ) 89,762 73,919
Property, plant & equipment : ) 12 48,297 . 53,801
Investments- ‘ : . : 13 . 34,408 134,822
172467 162,542
CURRENT ASSETS - \ Co L S
Inventories : o . _ 14 5,765 4,252
Debtors: Amounts falling due within one year \ 15 12,214,226 2,107,872 °
2,219,991 -~ 2,112,124
CREDITORS: Amounts falling due within one year ' _ 16 (2,215,462). " (2,134,317).
NET CURRENTAASSETS/(LIABILITIES) . ' ' 4,529 (22,193)
TOTAL ASSETS LESS CURRENT LIABILITIES o 176,996 140,349
. PROVISIONS FOR LIABILITIES . : '
Deferred taxation 17 - (14,548) (4,604)
Provisions for liabilities and charges . - 18 : (34,341) (25,567)
NET ASSETS EXCLUDING PENSION LIABILITY . A . o 128,107 110,178
Defined benefit pension‘scheme liability - ' 19 S (1,94
NET ASSETS o o | P 128,107 108,237
" CAPITAL AND RESERVES
Called-up share capital : o : 23 . 15 . 15
Profit and loss account : ' ‘ " 128,092 108,222

EQUITY SHAREHOLDERS' FUNDS . 128,107 108,237

These accounts were approved by the board of diréctors and authorised for issue on 13 May 2022 and are signed on their behalf
by: . - : : .

DocuSigned by:

Dawid Sharpe

BODA5087774E0...
DRI Sharpe

Director

Company Registration Number : 00950138

The notes on péges 21 to 42 form part of these financial statements
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UNIVERSAL MUSIC OPERATIONS LIMITED .
- STATEMENT OF CHANGES IN EQUIlTY
FOR THE YEAR ENDED 31 DECEMBER /2021

: Total

. Called-up share Profit & loss shareholders’

Note - - capital account . funds

. £'000 . £000 . - £'000

Balance brdught forward at 1 January 2020 . . ‘ . 15 41,474 ' 41,489

Totalvcdmprehe'nsive exbense for the yeaf ' -

Profit for the year " . . i i - 67,234 67,234

Other comprehensive expense . - 20 ‘ " - (486) . (486)

Balance at 1 January 2021 o s 108,222 108,237
Total com'prehensive income for the year L

Profit for the year . 4 - 22,929 © 22,929

Other comprehensive expense o .20 - (3,059) ./ (3,059)

Balance carried forward at 31 December 2021 : 15 - 128,092 ° 128,1‘07

Thé notes on pages 21 to 42 form part of these financial statements -
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UNIVERSAL MuUsIC OPERATIONS LIMITED _ _
NOTES TO THE FINANCIAL STATEMENTS ' 4 - .
' FOR THE YEAR ENDED 31 DECEMBER 2021

1. GENERAL INFORMATION

Universal Music Operation‘s Limited is a private company limited by shares and incorporated in the UK' under the
Companies Act 2006 registered in England and Wales. The registered office is 4 Pancras Square London, United Kingdom,
N1C 4AG.

The principal activities of the company and the nature of its operations are set out in the strategic report on page's 2to 11.

2. STATEMENT OF COMPLIANCE

The company’s financial staternents have been prepared in compliance with United Kingdom Accounting Standards, -
including Financial Reporting Standard -102 “The Financial Reporting Standard appllcable in the United Klngdom and the
Republic of Ireland” (“FRS 102”) and the Compames Act 2006.

3. ACCOUNTING POLICIES

/
Basis of preparation of fmanc:al statements

These financial statements have been prepared on a going concern basns, under the historical cost conventlon The financial
statements are prepared in sterling, which is the functional currency of the company, and have been rounded to the nearest
£'000. . .

FRS 102 - Qualifying exemptions

The company meets the definition of a qualifying entity under FRS 102 and has therefore taken advantage of the following
. disclosure exemptions in preparing these financial statements, as permitted by FRS 102:

e from preparing a statement of cash flows and related notes;

o from preparing a reconciliation of the number of shares outstandmg from the beginning to the end of the financial year;
. o from disclosing related party transactions with wholly owned group undertakings;

o from disclosing key management personnel corrnpensatiorr; and

o from certain financial instrument disclosures required by FRS 102.11 Basic Financial Instruments and FRS 102.12
Other Financial Instruments. .

This information is included in the consolidated financial statements of the company’s parent undertaking, Universal Music
Group N.V., copies of which can be obtained from Universal Music Group, s-Gravelandseweg 80, 1217 EW Hllversum
The Netherlands

Other qualifying exemptions

As the ultimate parent undertaking prepares publicly available consolidated financial statements and is incorporated within
the European Union, the company has taken advantage of the exemption under section 401 of'the Companies Act 2006 from
preparing consolidated financial statements. As such, these financial statements give information about the company as an
individual undertaking and not about its group.’ .
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UNIVERSAL MUSIC OPERATIONS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2021

3. ACCOUNTING POLICIES (continued) ‘

Going concern ) . )

The company's business activities, together with the factors likely to affect future developments, its financial exposures and

its risk -exposures are described in the strategic report. After making enquiries and reviewing company cash flow forecasts,
* the directors have a reasonable expectation that the company has adequate resources available to it to continue in operational -

existence for the foreseeable future, and at least 12 months from the date the financial statements are authorised for issue

Furthermore, the company has received confirmation from Universal Music Group N.V., the company's ultimate parent
undertaking, of its intention to continue to provide financial and other support to the extent necessary to enable the company.
to continue to pay its liabilities assand when they become due for a period of not less than one year from the date of approval -
of these financial statements. -

Having regard to the company's cash flow forecasts, and the intention and ability of Universal Muisic Group N.V. to provide
such support if necessary, the directors believe it is appropriate to prepare these f nancial statements on a going concern basis -
at 31 December 2021.

Turnover
Turnover comprises the value of sales of physical goods, dlgltal products, royalty income and services rendered durmg the
year. It is stated net of VAT, discounts and returns.

Turnover from sales of goods is recognised when products are despatched, at which point the 51gn|ﬁcant risks and rewards
are considered to be transferred to the. customer. Turnover relating to digital products and royalty income is recogmsed when
the products are sold, or if it cannot be reliably estimated, on a receipts basis. Turnover relating to services rendered is
recognised once the services have been performed. Royalties payable are charged to cost of sale in the same period as the
relevant income. :

Income from participating interests
" Income from participating interests is recognised when distributions are received. -

Intangible assets

Intangible assets represent catalogue assets and are stated at cost less accumulated amortisation and accumulated 1mpa1rment
losses. .

Amortisation

" Amortisation is charged to the statement of comprehensnve income on a straight-line basis over the estlmated useful lives of
intangible assets.

The estimated useful lives are as follows:
Catalogue assets ‘ 5% straight line

The company reviews the amortisation period and method when events and circumstances indicate that the useful life may
have changed since the last reporting date.

Intangible assets are tested for impairment in accordance with FRS. 102, Sectlon 27 Impairment of assets when there is an
indication that goodwill-or an intangible asset may be impaired.
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UNIVERSAL MUSIC OPERATIONS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued) 5
FOR THE YEAR ENDED 31 DECEMBER 2021

3.  ACCOUNTING POLICIES (continued)

Property, plant and equlpment

Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses

Depreciation

Depreciation is calculated so as to write off the cost of an asset, less its estimated residual value, over the useful economic
life of that asset as follows: :

Leasehold imprOvements . over the life of the lease
Plant & machinery : 2% - 25% straight line.

* The carrying values of tangible fixed assets are reviewed for impairment in periods if events or changes in circumstances
indicate the carrying value may not be recoverable.

Financial instruments

FmanCIal assets and ﬁnancnal llabllltles are recogmsed when the company becomes a party to the contractual provisions of
the instrument.

_Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements entered
into. An equity instrument is any contract that evidences a residual interest in the assets of the company after deducting all of
its liabilities. . _

All financial assets and liabilities are initially measured at transaction price (including transaction costs), except for those
financial assets classified as at fair value through profit or loss, which are initially measured at fair value (which is normally
the transaction price excluding transaction costs), unless- the arrangement constitutes a financing transaction. If an
arrangement constitutes a financing transaction, the financial asset or financial liability is measured at the present value of
the future payments discounted at a market rate of interest for a similar debt instrument.

Financial assets and liabilities are only offset in the statement of financial position when, and only when, there exists a
legally enforceable right to set off the recognised amounts and the company intends either to settle on a net basis, or to
realise the asset and settle the liability snmultaneously

Debt instruments which meet the following conditions of bemg ‘basic’ financial instruments as defi ned in paragraph 11.9 of
FRS 102 are subsequently measured at amortised cost using the effective interest method. .

Debt instruments that have no stated mterest rate (and do not constitute financing transaction) and are classified as payable
or receivable within one year are initially measured at an undiscounted amount of the cash or other consideration expected to
be paid or received, net of impairment. .

Financial assets are derecognised when and only when a) the contractual rights to the cash flows from the financial asset
expire or are settled, b) the company transfers to another party substantially all of the risks and rewards of ownership of the
financial asset, or c¢) the company, despite having retained some, but not all, 51gnlﬁcant risks and rewards of ownership, has
transferred control of the asset to another party.

Financial liabilities are derecognised only when the obligation specified in the contract is discharged, cancelled or expires.
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UNIVERSAL MUSIC OPERATIONS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2021

3. ACCOUNTING POLICIES (continued)

Investments
Investments in subsjdiaries afe carried at cost less ilnpali'ment. ‘
Equity instruments
-Equ1ty mstruments issued by-the company are recorded at the fair value of cash or other resources received or recelvable net

of direct issue costs.
. ]

" Advances

Advances to unproven artists, where no discernible track record of activity is evidenced, are provided against. Advances to
_proven artists are written down to the estimated amount that will be recoverable from future royalty payments to the artist.
.Net advances are classified as falling due within one year, although elements may not be recovered until more than one year.

Financial instruments

Fair value measurement

The best evidence of fair value is a quoted prlce for an identical asset in an active market. When quoted prices are
unavailable, the price of a recent transaction for an identical asset provides evidence of fair value as long as there has not
been a significant change in economic circumstances or a significant lapse of time since the transaction took place. If the
market is. not active and recent transactions of an identical asset on their own are not a good estimate of fair value, the fair
~value is estimated by using a valuation technique. ' . : :

Inventories

Inventories are valued at the lower of cost based on purchase invoice, and net realisable value, after makmg due allowance
for obsolete and slow moving items.

Net realisable value is based on estimated sellmg price less any further costs expected to be 1ncurred to completlon and
disposal. :

Impairment (excluding inventories and deferred tax assets)
lmpatrmenl of assets . ’

Assets, other than those measured at fair value are assessed for 1ndlcators of impairment at each balance sheet date. If there
is objective evidence of impairment, an impairment loss is recognised in profit or loss as described below.
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UNIVER_SAL MUSIC OPERATIONS LIMITED _
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2021

3. ACCOUNTING POLICIES (continued) "

Non-financial assets

An asset is impaired where there is objective evidence that, as a result of one or more events that occurred after initial
recognition, the estimated recoverable value of the asset has been reduced The recoverable amount of an asset is the'higher
of its fair value less costs to sell and its value in use.

Where indicators exist for a decrease in impairment loss previously recognised, the prior impairment loss is tested to
determine reversal. An impairment loss is reversed on an individual impaired asset to the extent that the revised recoverable
value does not lead to a revised carrying amount higher than the carrying value had no impairment been recognised.

Financial assets

‘For financial assets carried at amortised cost, the amount of an impairment is the difference between the asset’s carrying
amount and the present value of estimated future cash flows, discounted at the financial asset’s original effective interest
rate. ‘

For financial assets carried at cost less impairment, the impairment loss is the difference between the asset’s carrying amount
and the best estimate of the amount that would be received for the asset if it were to be sold at the reporting date.

" Where indicators exist for a decrease in impairment loss, and the decrease can be related objectively to an event occurring

after the impairment was recognised, the prior impairment loss is tested to determine reversal. An impairment loss is -

_reversed on an individual impaired financial asset to the extent that the revised recoverable value does not lead to a revised
-carrying amount higher than the carrying value had no impairment been recognised.

Employee benefits
Pension costs and other post-retirement benefits

The company participates in a pension scheme-in the UK, ultimately operated by Universal Music Group N.V.; the Universal
Music Group Pension. Scheme ("UMGPS" or "the Scheme"). The Scheme is a mixed defined benefit and defined
contribution Scheme and operates on a pre-funded basis.

In respect of erdployees of the company, contributions to the defined benefit section are charged to the statement of
comprehensive income as they becoriie payable in accordance with the rules of the Scheme. The defined benefit section of
the Scheme closed to future accrual from 31 March 2011.

With effect from 1 April 2011 defined contribution accrua] is under a contract-based Group Personal Pension ("GPP")
arrangement operated by Fidelity. In respect of employees of the company, contributions to the GPP are charged to the’
statement of comprehensive i income as they- become payable. .

Provisions

Provisions are recognised when the company has a present obligation (legal or constructive) as a result of a past event, it is
probable that the company will be required to settle that obligation and a reliable estimate can be made of the amount of the
obligation. . . :

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at the
balance sheet date, taking into account the risks and uncertainties surrounding the obligation. Where a provision is measured
using the cash flows estimated to settle the present obligation, its carrying amount is the present value of those cash flows
(when the effect of the time value of money is material).

25



DocuSign Envelope ID: F3F70FB7-2173-49F3-8E11-3E8514C60603

UNIVERSAL MUSIC OPERATIONS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued).
FOR THE YEAR ENDED 31 DECEMBER 2021 '

3. ACCOUNTING POLICIES (continued)

Leases ' . .

The company as lessee

‘

Rentals under operating leases are charged on a straight-line basis-over the lease term, even if the payments are not made on
such a basis. Benefits received and receivable as an incentive to sign an operating lease are similarly spread on a straight-line
basis over the lease term. ’ )

Interest receivable and Interest payable
Interest receivable and similar income include interest receivable on funds invested.

Interest payable and similar charges include interest payable, finance charges arid unwinding of the discount on provisions
that are recognised through profit or loss in the statement of comprehensive income.

Interest receivable and interest payable are recognised in the statement of comprehensive income as they accrue.-

Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised through profit or loss in the
statement of comprehensive income except.to the extent that it relates to items .recognised directly in equity or other
comprehensive income, in which case it is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted or
substantively enacted at the statement of financial position date, and any adjustment to tax payable in respect of previous
years. ’

Deferred tax is provided on timing differences which arise from the inclusion of income and expenses in tax assessments in
periods different from those in which they are recognised in the financial statements. The following timing differences are
not provided for: differences between accumulated depreciation and tax allowances for the cost of a fixed asset if and when
all conditions for retaining the tax allowances have been met; and differences relating to investments in subsidiaries,
associated and joint ventures to the extent that it is not probable that they will reverse in the foreseeable future and the
reporting entity is able to control the reversal of the timing difference. Deferred tax is not recognised- on permanent
differences arising because certain types of income or expense are non-taxable or are disallowable for tax or because certain
tax charges or allowances are greater or smaller than the corresponding income or expense. ‘

Deferred tax is measured at the tax rate that is e'xpected to apply to the reversal of the related difference, using tax rates
enacted or substantively enacted at the statement of financial position date. Deferred tax balances are not discounted.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits.

Foreign currencies
¢ . ;

Transdctions in foreign currencies are translated to the company's functional currency at the foreign exchange rate ruling at
the date of transaction. Monetary assets and liabilities denominated in foreign currencies at the statement of financial
position date are retranslated to the functional currency at the foreign exchange rate ruling at that date. Non-monetary assets
and liabilities that are measured in terms of historical cost in a-foreign currency are translated using the exchange rate at the
date of transaction. Foreign exchange differences arising on translation are recognised through profit or loss in the statement
of comprehensive income.

26



DocuSign Envelope ID: F3F70FB7-2173-49F3-8E11-3EB514C6D603

UNIVERSAL MUSIC OPERATIONS LIMITED.
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2021

. 3. ACCOUNTING POLICIES (continued)

Crltlcal accounting judgements and key sources of estimation uncertainty

The directors may make Judgements in the apphcatlon of the accounting policies above that have a sngnlf icant impact on the
amounts recognised, and may make estimates and assumptions about the carrying amounts of assets and-liabilities that are
not readily apparent from other sources. The estimates and associated assumptions are based on historical experience and
other factors that are consudered to be relevant. Actual results may differ from these estimates.

The estimates and underlymg assumptions are rev1ewed on an ongoing basis. Revnsmns to accountmg estimates are
recognised in the period in whlch the estimate is revised if the revision affects only that period, or in the period of the
revision and future periods 1f the revision affects both current and future penods

Critical judgements in applying the company's accounting policies

" The directors have concluded there are no critical judgements to disclose.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance sheet date, that
have a risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year,
are discussed below -

Impairment of intangible assets

The directors assess ‘intangible assets for indicators of impairment at each reporting date. This involves revxewmg recent
" financial ' performance as well as financial forecasts the preparation of which involves an element of estimation. The

carrying value of the assets potentlally subject to thns uncertainty is disclosed in note 11.

Intangible and Tangible assets - useful economic lives
The useful lives of intangible assets are determined by. management at the time they are. acqurred and then reassessed for
reasonableness at each reporting date. Future developments or changes in their use may impact the lives in future periods.

Artist royalty provisions

The company holds a provision for artist royalty audits as disclosed in note 18. The value of the provision is an estimate and
the actual costs and timing of cash flows are dependent on future events. Any differences between expectations and the
actual future liability are accounted for in the period when such determination is made.

Dllaptdatwn provisions :

The company holds a provision for dilapidations as dlsclosed in note 18. The value of the provision is anh estimate and the
actual costs and timing of cash flows are dependent on future events. Any differences between expectatlons and the actual
future llablllty are accounted for in the period when such determination is made. .

Artist advance provisions :

The company makes provisions against artist advances based on an assessment of the likelihood of recovering the balance
through future artist royalties, which involves an element of estimation. The actual artist royalties may differ from these
estimates. The gross carrying value of artist advances as at 31 December 2021 is £930,066,000 (2020: £895,383,000).
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UNIVERSAL MUSIC OPERATIONS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2021 _

4. TURNOVER | -

Turnover by activity is as follows:

Product sales
Royalties

Turnover by destination is as follows:

. United Kingdom

- Rest of Europe
United States of America
Rest of World

5. OPERATING PROFIT
.Operating profit is stated after charging/(crediting):

Amortisation of intangible assets -
Depreciation of owned fixed assets - i ,
Auditor's remuneration ' :
Non audit fees
Cost of inventories recogmsed as an expense
Impairment of inventories
Operating lease costs:
- Land and buildings
Net loss/(gain) on foreign currency translation

’

2021 2020
£'000 £000
298,380 251,169
232,842 296,190
531,222 - 547,359
2021 2020
£'000 £000
332,540 301,591
75,798 89,598
79,772 104,878
43,112 51,292
531,222, 547,359
2021 2020
£'000 £000
4,157 3,995
5,576 5,457
298 250
50 .48
17,006 14,747 -
1,271 857
18,545 18,467
242 (384)

The company also incurred costs in respect of audit services on behalf of other group entities amounting to £96,000 (2020:
£101,000). Non audit fees of £50,000 (2020: £48,000) were incurred relating to interim review reporting.

6. PARTICiJLARS OF EMPLOYEES

The company had no employees during the year ended 3l December 2021 (2020 none). Payroll costs amounting to
£74,135,000 (2020: £66,021,000) were recharged to the company by a fellow group undertaking, Umversal Music Holdings

Limited.
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UNIVERSAL MUSIC OPERATIONS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE'YEAR ENDED 31 DECEMBER,'2021 '

7.  DIRECTORS' REMUNERATION

The directors’ aggregate'femuneratioil in respect of qualifying services were: .
2021 . 2020
£'000 £000
Aggregate emoluments : 9,414 T 9,809
Company contributions to money purchase scheme ) 1 . 6
. 9,415 9,815

The directors’ emoluments above were paid by a fellow group company of the Umversal Musw Group.

Retirement beneﬁts are accruing to one director (2020: one) under the defined contribution sectlon of the Umversal Mus;c~
- Master Trust (the "Master Trust") arrangement. .

Two directors (2020: two) were not members of any retirement benefit schemes. .

The directors remunerated by the company do not have any benefits accruing under a defined benefit pension scheme.

Remuneration of highest paid director:

2021 - 2020
£'000 . £'000
Director's emolufnents ' ' . ‘ . - 7,546 - 8,012

The directors, including the highest paid director, did not exercise any share optidns in the year (2020: none). Following the
listing of the company's ultimate parent company, Universal Music Group N.V., the highest paid director was granted shares.
‘The amounts receivable under the group’s long-term performance scheme were £nil (2020: £nil). ‘

8. INTEREST RECEIVABLE AND SIMILAR INCOME

2021

2020

- £'000 £000
ther interest receivable " 48 -
Interest receivable from group undertakings - 2,250 4,883
2,298 4,883
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UNIVERSAL MUSIC OPERATIONS LIMITED
.NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2021

9. INTEREST PAYABLE AND SIMILAR CHARGES : -
' ' 2021 7 2020
£'000 £000 -
Interest on pension obhgatlon _ o - . : : 1,900 2,400
Expected return on pension scheme asseps ' ’ ' (1,900) . (2,400)
Interest payable to group undertakings T 12,764 10,675
2,764 10,675
10. TAX ON PROFIT *
(a)-Analysis of tax charge in the year _
) o ) | : 2021 2020
£000 - . £000
Current tax:
UK Taxation
In respect of the year
UK Corporétion tax on profit for the year ' : o 4,871 'l 40
Adjustments in respect of previous years . ' 137 (413)
Group relief receivable for losses surrendered to other group undertakings ° - 13,125
‘Double taxation relief v . 43) (140)
Foreign tax on current income for the year . 43 . 140
Total current tax : B : ' 5,008 12,852
Deferred tax: . v :
Origination and.reversal of timing dlfferences - 5,931 2,876
Adjustments in respect of prior periods. : ’ . 4,013 (3,234)
Total deferred tax ' ' o . 9,944 (358)
Tax on profit on ordinary activities - o ' . 14,952 12,494
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UNIVERSAL MUSIC'OPERATI_ONS LIMITED
' NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2021 o

10. TAX ON PROFIT (continued) - S .

11.

- corporation tax in the UK of 19% (2020: 19%).

(b) Factors aﬁ‘ecting tax charge _
The tax assessed on the profit on ordinary activities for the year is higher than (2020: lower than) the standard rate of

0

Under the Finance Act 2021, the main rate of corporation tax was increased from 19% to 25% with effect from 1 April 2023.
This change was substantively enacted for UK GAAP purposes on 24 May 2021. Deferred tax assets and liabilities are
measured at the rate that is enacted and expected to apply to the accounting period when the asset is realised or the liability is
settled, based on the above rates. : -

2021 2020

£'000 £000
Profit before taxation . ' 37,881 79728 -
Profit at the standard rate‘o'f UK Corporation tax of 19.00% (2020: 19.00%) i -7,197 15,148
Expenses not deductible for tax purposes : ' . ‘ 13 830
Adjustments in respect of previous periods : 4,150 (3,647)
Double tax relief . ‘ _ 43) (140)
Foreign tax suffered in the period . 43 - 140
Impact of statutory rate change ‘ . 3,492 163
Current tax charge for the financial year - ' ' 14,952 12,494
INTANGIBLE ASSETS N
' Cataloghe
Voo assets
. £'000
COST - . » .
At | January 2021 ' ' ) 78,598
Additions. : . ’ . . 20,000
At 31 December 2021 _ _ _ . - 98,598
AMORTISATION . _
At 1 January 2021 - - 4,679
" Charge for the year ) : . 4,157
At 31 December 2021 s ‘ ' : 8,836
NET BOOK VALUE o
At 31 December 2021 . - T o ’ 89,762
" At 31 December 2020 S © 73,919

During -the year'the company acqliired two catalogues at a cost of £20,000,000.. The catalogue assets are being amortised
over a 20 year period. .
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UNIVERSAL MUSIC OPERATIONS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
[FOR THE YEAR ENDED 31 DECEMBER 2021

12. PROPERTY, PLANT & EQUIPMENT |

Leasehold Plant & .
improvements machinery Total
£'000 £'000 £'000 -
COST o o . : '
At 1 January 2021 ) . o . 59,892 8,628 68,520
Additions . ] : . : 244 . 286 . 530
Disposals - : . ) : - - (480) - (480)
At 31 December 2021 . ‘ 60,136 ' 8,434 68,570
DEPRECIATION : , . : , . :
(At 1 January 2021 . ’ _ 9,641 5,078 14,719
Charge for the period ) ' . " 4,498, 1,078 . 5,576
* Disposals : . - - (2 22
‘- . - - ) . . i
At 31 December 2021 ' . ' 14,139 6,134 20,273
NET BOOK VALUE .
At 31 December 2021 . B 45,997 2,300 48,297
At 31 December 2020 E . ’ 50,251 3,550 53,801
13. INVESTMENTS : . _ 1
Shares.in
subsidiaries
' £'000
COST o
At 1 January 2021 S . . o " 52,004
Disposals R : ‘ o 414)
At31 December 2021 R S - 51,590
PROVISION FOR IMPAIRMENT o , . , : o
At 1 January 2021 and at 31 December 2021 o - : 17,182
NET BOOK VALUE , . : S .
At 31 December 20.21‘ ) - A ' 34,408
At 31 December 2020 - | : ' 34822
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UNIVERSAL MUSIC OPERATIONS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2021

13.

14.

INVESTMENTS (continued)

Subsxdlary undertakings

The subsidiaries of Universal Music Operations Limited-as at 31 December 2021 are set out below. Those marked with an .
asterisk are not 100% directly owned. All of the subsidiaries were regrstered in England & Wales and have a registered office . -

- address of 4 Pancras Square, London N1C 4AG.

Name

Fiction Records Limited
Serious Records Ltd

Universal Music (WT) Limited
Turnfirst Limited - ,
First Classic Limited*

_Composed Technology lnterrrational_Limited .

Naughty Records Limited

‘The Wild Card Label Limited

Vice Versa Limited .

Universal Music (CR) Limited -

RG2016 Limited

Stiff Records Limited

ZTT Records Limited

All Around Theé World Limited

AATW Limited*

All Around The World Productlons Limited*
All Around The World Reproductions Limited*
All Around The World TV Limited*
Clubland Productions Limited*

Ultimate...... Hits Limited*

Penny Street TV Limited*

TV Two Limited*

One Mode Productions Limited

- Shareholding
type

Ordinary

- Ordinary

Ordinary
Ordinary

‘Ordinary’
"Ordinary -

Ordinary
Ordinary
Ordinary
Ordinary.
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary

" ‘Ordinary

%

100%
100%
100%

 100%

100%
80%
51%

100%

. 100%

100%

. 100%
100%:

100%
100%
100%
100%
100%
100%

100%

100%
100%

-100%

100%

Prineipal activity

Dormant

Dormant -

Marketing and drstrlbunon of recorded music
Dormant
Dormant

" Dormant

_Marketmg and distribution of recorded music

Dormant

. - Dormant

Marketmg and distribution of recorded music
Dormant

Dormant * -

Dormant

Holding company

Dormant company

Marketmg and distribution of recorded music
Dormant company

Dormant company

Dormant company

Dormant company

Television broadcasting

' Online advertising
Marketing and distribution of recorded music

The company is exempt from disclosure of the aggregate amount of capital and reserves, and proﬁt or loss for each
subsrdlary undertaking by virtue of section 401-of the Compames Act 2006.

INVENTORIES .

Finished goods

2021 2020
£'000 £000
' 5,765 4,252

The difference between the purchase price of inventories and their replacement cost is not material.
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UNIVERSAL MUSIC OPERATIONS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
" FOR THE YEAR ENDED 31 DECEMBEB 2021

15. DEBTORS: Amounts due within one year

Trade debtors :

Amounts due from group undertakmgs
~. Corporation tax

VAT recoverable
- . Other debtors

Prepayments -

Accrued income

2021 2020
£'000 £000
7,812 13,668

2,044,213 1,951,831
.- . 496

7,609 2,778

- 86,589 70,555

5,623 4417
62,380 64,127 .

2,214,226 2,107,872

Within amounts due from group undertak'ings, £1,064,624,000 (2020:. £1,022,703 ,000) is due from parent companies,
£11,474,000 (2020: £11,748,000) is due from subsidiary companies and £968 115,000 (2020: £917 380,000) is due from

) other group compames

All amounts due from fellow group undertakings are classified as current.as they are rebayable on demand. Tbey are
unsecured and interest rates are linked to LIBOR. From 1 January 2022, balances denominated in Sterling will be linked to

SONIA and balances denominated in Euros will be linked to EURIBOR.

At 31 December 2021 and 31 December 2020, all debtors are measured at amor’tised cost.

-At 31 December 2021 £16,308,000 (2020: £22,492 ,000) is mcluded w1thm other debtors relatmg to advances due in more

than 1 year.

16. CREDITORS: Amounts falling due within one year

Bank loans and overdrafts

Trade creditors

Amounts owed to group undertakings
Corporation tax

Other taxation and social securrty
Other. creditors

Accruals .

Deferred income

2020

2021
£'000 £000
127 2,543
165,735 148,318
1,960,406 1,903,650

13,185 -
3,793 8,466
1,409 - 1,773
63,667 59,347
7,140 10,220
2,215,462 . 2,134,317

Within amounts owed to group undertakings, £356,484,000 (2020 £44] 836 ,000) is owed to parent compames, £23,139,000
- (2020: £19,802,000) is owed to subsidiary companies, and £1,580,783,000 (2020: £1 442 012 ,000) is owed to other group

companies.
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_ UNIVERSAL MUSIC OPERATIONS LIMITED:
NOTES TO THE FINANCIAL STATEMENTS (continued).
FOR THE YEAR ENDED 31 DECEMBER 2021 |

16. CREDITORS: Amounts falling due within one year (continued)

At 31 December 2021 and 31 December 2020, all creditors are measured at amortised cost and no securnty has been provided
against the balances. } o

All amoﬁnts owed to fellow group undertakings are classified as current as they are repayable on demand. The interest rates
“are linked to LIBOR. From 1 January 2022, balances denominated in Sterling will be linked to SONIA and balances
denommated in Euros will.be Imked to EURIBOR. . .

17. DEFERRED TAXATION -

The movement in the deferred taxation balance during the year was:

2021 T 2020
- £'000 "£'000
Balance brought forward - - ' o - ) 4,604 b 4,927
Balance brought forward deferred tax on pension lnablhty 459 309
Exclude deferred tax asset included in defined benefit pension scheme hablhty note - Y T (459)
Charge to deferred taxation on defined benefit pension scheme movement in the year - (459) 150
Deferred taxation on ordmary activities account movement arising during'the year 9,944 (323)
Balance carried forward . . 14,548 " 4,604
Deferred taxation consists of the tax effect of ﬁming differences in respect of:
' 2021 2020
£'000 £000
Excess Qf depreciation over taxation allowances 2,059 . 1,156
Other timing differences ) } : : 12,489 3,448
14548 4,604
The deferred tex included in the statement of financial position is as follows: )
' : ' 2021 2020
£'000 £000
Included in the statement of financial position o . . - 14,548 » 4,604
Included in defined benefit pension scheme liability (note 19) . ) : Co- .(459)
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UNIVERSAL MUSIC OPERATIONS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (contlnued)
FOR THE YEAR ENDED 31 DECEMBER 2021

18. PROVISIONS FOR LIABILITIES AND CHARGES

Artist royalties &

commitments  Other provisions Total

£'000 ’ £'000 £'000

At 1 January 2021 4 17,2A28 8,339 25,567
Movement arising during the year ‘ 5,560 3,214 8,774

At 31 December 2021 - ’ 122,788 11,553 34,341

. Provision is made agamst the outcome of artist royalty audits ongoing at the reporting.date, and against additional artist
royalty obligations anticipated by management at the reporting -date, resulting from a past event hkely to give rise to the
transfer of economic benefit.

Until such time as a formal audit notification is recelved the liability is not expected to crystallise w1thm 12 months of the
reporting date and is therefore class:ﬁed as anon current prov1510n .

Other provisions includes property dilapidations, restructurmg provisions and other employee related prowstons At present,
the tlmmg of when these liabilities will crystallise is not certain.

19. PENSIONS AND OTHER POST RETIREMENT BENEFITS

Umversal Music Group N.V. operates the UMGPS formerly known as the Vivendi Universal Pension Scheme in-the Umted
Kingdom. It is designed to provide retirement benefits for certain employees. This is the most significant scheme operated
by Universal Music Group N.V. in the UK and the principal company of the Scheme is Universal Music Operations Limited.
The Scheme is independent of the group and is trustee administered. The Scheme has been approved by HM Revenue &
Customs for taxation purposes.

The Scheme is a mixed deﬁned benefit and defined contribution scheme.

Prior to 13 November 2008, each defined benefit member of the Scheme was subject to one of two different benefit
structures." Members with a Universal benefit structure consisted of current and former Universal Music employees and
former Vivendi Universal Entertainment ("VUE") employees. Members with a Seagram Wines and Spirits Group ("SWSG")
benefit structure consisted of former SWSG employees. The underlying assets and liabilities of the Scheme allocated to the
Universal Music members were accounted for within Universal Music Operations Limited and the underlying assets and
liabilities of the Scheme allocated to the SWSG and VUE members were accounted for within Centenary Holdings Limited
("CHL"). Both companies are fellow group undertakmgs

On 13 November 2008 the pensioner members of the Scheme transferred to the Vivendi 2008 Pensioners' Scheme ("VPS"),
which is accounted for in its entirety within CHL. The underlying liabilities allocated to these members and related assets
were transferred at the same point in time and the transfer was accounted for as a settlement within UMGPS. Consequently,
from 13 November 2008, the company -no longer holds any liability in respect of the transferring pensioner members.

Following the transfer of pensioner members the underlying assets and liabilities of the Scheme allocated to the Universal
Music members at 13 November 2008 remain accounted for within Universal Music Operations Limited.
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UNIVERSAL MUSIC OPERATIONS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (contlnued)
FOR THE YEAR ENDED 31 DECEMBER 2021

19. 'PENSIONS AND OTHER POST RETIREMENT BENEFITS (continued)

Formal actuarial valuations'are carried out on at least a triennial basis and updated at each reporting year end. A full formal
.actuarial valuation was carned out as at 5 April 2015 by Mercer Limited as independent, professionally qualified actuaries to
the Scheme.

During 2017 the "company completed an insured buy-in whereby the majority of the liabilities for remaining members were
fully secured. This resulted in an asset loss equal to the excess of the purchase price over the liability measured on the
accounting basis which was recognised in the charge to other comprehensive income in 2017.

~ In 2018 further GMP equalisation and reconciliation exercises related to the insured buy in were completed, which resulted-
in further experience adjustments recognised in other comprehensive income.

‘ During 2019 the company committed to a buy -out process which is expected to conclude in 2022. As at 31 December 2021,
the liabilities of the scheme are fully covered by the related insurance policy asset.

The results of the 5. April 2015 valuation have been updated to 31 December 2021 for FRS 102 purposes. The valuation
update showed that the deficit reduced to £nil, with the market value of the assets being £136,400,000 and the liabilities
£136,400,000. N

The compeny’s total contributions amounted to £5,000,000 for the year ended 31 December 2021 (2'020: £nil).

Movements in the present value of defined benefit obligation:

2021 2020
£'000 £'000
Defined benefit obligation at beginning of the yeaf J 129,900 123,700.
‘Costs (excluding interest): o , .
Interest expense ’ . : 1,900 2,400
Cash flows: : '
. Benefit payment from plan assets ) : (3,800) (5,100)
Remeasurements: : . ) '
Effect of changes in assumptions ' 5,700 8,400
Effect of experience adjustments . ‘ ‘ 2,700 500 .
Defined beneﬁt obhgatlon at end of year . ‘ - 136,400 129,900
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19. PENSIONS AND OTHER POST RETIREMENT BENEFITS (continued)

Movements in the present value of fair value of plan assets:

Fair value of plan assets at begmnmg of the year .
Interest income
Cash flows:
Total employer contribution
" Benefit payments from plan assets
Remeasurements
" Retum on plan assets (excluding interest mcome)

Fair value of plan assets at end of year

Amounts recognised in the statement of financial position:

Defined benefit obligation
Fair value of plan assets

Net defined benefit liability
Closing deferred tax balance

Net defined benefit liability after taxation-

Defined benefit obligation:

Defined benefit obligation by participant status
Actives '
Vested deferred
Retirees

Total

“2021 2020
£'000 £000
127,500 121,900
1,900 2,400
5,000 :
(3,800) (5,100)

5,800 8,300 -
136,400 127,500
2021 2020
£'000 £000
136,400 127,500
(136,400) ~ (129,900)
- 2,400
- (459)
- 1,941
2021 2020
£'000 £000
. 23,400
80,300 53,600
56,100 52,900
136,400 129,900
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19. PENSIONS AND OTHER POST RETIREMENT BENEFITS (continued)

Amounts recognised in profit and loss in respect to defined benefit plans: .
12021 2020

“£'000 £'000

Current service costs: ) B : : |
Interest expense on DBO o , . 1,900 T 2,400
Interest income on plan assets ‘ ’ ©(1,900) (2,400)

Total net interest cost ' L ' o _ : - .

Cost relating to defined benefit pians included in profit and loss A - - .

Amounts recogniséd in other comprehenSive loss in respect to defined benefit plans:

Remeasu'rements: S ' o oy - . .
Effect of change in assumptions " . o 5,700 8,400
Effect of experience adjustments . : : S 2,700 . 500

_ Return on plan assets (excluding interest income) 4 . C ’ (5,800) . (8,300)

Total remeasurements included in other comprehensive expense : 2,600 600

Total taxation inciuded in other comprehensive expense o l - 459 : (1.1 4)

Cost relating to defined benefit plans recognised in other comprehensive expense - 3,059 486

Analysis of the scheme assets at theAreportingAdate:

S 2021 2020
£'000 . £'000

Fair value of plan assets:

Cash and cash equivalents . . - , 100 -

Other ‘ o o : S 136,400 127,400
Total . . . ) , 136,400 127,500
Actual return on plan assets 7,700 .~ 10,700

39



DocdSign Envelope ID: F3F70FB7-2173-49F3-8E1 1-3EB514C6D603

UNIVERSAL MUSIC OPERATIONS LIMITED . |
 NOTES TO THE FINANCIAL STATEMENTS (continued) = -
' FOR THE YEAR ENDED 31 DECEMBER 2021 | |

. 19. PENSIONS AND OTHER POST RETIREMENT BENEFITS (continued)

The principal actuarial as'sumptionsAto determine the defined benefit obligaﬁons:

Discount rate

Price inflation rate (CPI)
Price inflation rate (RPT)
Deferred pension increase rate
‘Post mortality assumption

The principal actuarial assumptions tp determine the costs relating to defined benefit plans:

Discount rate

Price inflation rate (CPI) |
Price inflation rate (RP1)
Deferred pension increase rate
Post mortality assumption

Expected total benefit payments:

Year 1
£'000
1,000

Year 2

£000

2021 2020

% . %
2.00 . 1.50
13.00- 2.70
3.75 3.10
3.75 3.00

SINA "light"  SINA "light"
tables, 2011 CMI  tables, 2011 -
projections with CMI projections
a 2.0% p.a. long with a2.0% p.a.
term long term
improvement  improvement

2021 2020

% %
2.00 2.00 .

"270 2.25
3.00 3.25
3.10 3.25

‘SINA "light”  SINA "light"
tables, 2011 CM1 tables, 2011
projections with CMI projections
a 2.0% p.a. long with a 2.0% p.a.
term - longterm
improvement improvement

Year 3 " Year 4 Year 5 . Next 5 years
£000. £000 £000 - £'000 -
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20.

21..

22.

COMMITMENTS UN DER OPERATING LEASES

At 31 December 2021 the company had annual commitments under non-cancellable operating leases ds set out below.

Land and bulldmgs

2021 2020
‘ , £'000. £'000
Operating leases which expire: . T '
Within 1 year ) ) A T . 13875 ‘13,875
Between 1and § years o . . 55,501 55,501
After 5 years . ) 72,846 86,721
- 142,222 156,097

RELATED PARTY TRANSACTIONS

The company has intercohpany balances or transactions with the following related parties, which-_are noi Wholly owned
group companies: .
Amounts due from Naughty Records Limited of £2,199,000 (2020: £2,243 000) The company. provides admmlstratlve :

services and during the year collected and remitted revenue of £163,000 (2020: £212,000) to Naughty Records Limited. For
those administrative services the company charged a distribution fee of £7,000 (2020: £8,000). -

- Amounts due from Future Records Limited of £4,300,000 (2020: £4,318,000).

Amounts due from Global Talent Music Recordings Limited of £281,000 (2020: £257,00_O).'
Fellowing are intercompaﬁy balances with related pariies, which had no transactions in the current or prior year: ’

Amounts dug frdrh Mother Records Limited of £362 000 (2020: £362 000)

All related party transactions are unsecured and will be repayable in the form of a cash conSIderatlon No guarantees have -
been given or received. .

ARTIST ADVANCE COMMITMENTS

At 31 December 2021 the company had contractual commitments in respect of artist advances of £62,751,000 (2020'
£56,724,000), of which £30,985,000 (2020: £28, 027 ,000) relate to the next financial year.
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»UNIVERSAL MUSIC OPERATIONS LIMITED -
NOTES TO THE FINANCIAL STATEMENTS (continued)
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!

" 23.. 'CALLED-UP-SHARE CAPITAL AND RESERVES

Allotted, called up and fully paid: ' :
e 4 2021 . 2020

No - £'000 No £000
" Ordinary shares of £1 each ' . 15,000 S 15 15,000 l 15

The company has one class of ordinary shares WhICh have attached to them full votmg, dividend and capital dlstnbutlon
(including on wmdmg up) rights. :

The profit and loss reserve reflects cumulative profits or losses, net of dividends and other adjustments.

24. ULTIMATE PARENT COMPANY

* The immediate parent undertaking is Universal Musnc Leisure lelted The ultimate parent. undertaking and controllmg
party is Universal Music Group N.V. a company mcorporated and domncnled in the Netherlands.
§
The smallest and largest group in Wthh the result of the company is consolidated is that headed by Universal Music Group
N.V.. Copies of its annual report in Enghsh may be obtained from its registered office at:

: Umversal Music Group
's-Gravelandseweg 80
1217 EW Hilversum
The Netherlands
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