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BMG SONGS LIMITED

DIRECTORS’ REPORT

The directors present their report and the audited financial statements of the company for the year
ended 30 June 1996.
ACTIVITIES

The principal activity of the company is music publishing.

REVIEW OF BUSINESS

The company made a profit after tax of £78,068 for the year (1995: £72,204).

The directors do not recommend the payment of any dividends in respect of the year (1995: £Nil).
FUTURE PROSPECTS

The directors are confident that the company will continue to be profitable in the future.

DIRECTORS
The directors who served during the year were:

P Cutran
M Stanton

None of the directors holds any shares in the company. There are no arrangements whereby any
director is able to acquire shares in the company.

DIRECTORS’ LIABILITY INSURANCE

During the year the company maintained liability insurance for its directors as permitted by Section
310 (3) of the Companies Act 1985.



BMG SONGS LIMITED

DIRECTORS’ REPORT (CONTINUED)

DIRECTORS' RESPONSIBILITIES

Company law requires the directors to prepare financial statements for each financial year which give
a true and fair view of the state of affairs of the company and of the profit and loss of the company
for that period. In preparing those financial statementts, the directors are required to:

- select suitable accounting policies and then apply them consistently,

- make judgements and estimates that are reasonable and prudent,

- state whether applicable accounting standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

- prepare the financial statements on the going concern basis unless it is inappropriate to
presume that the company will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the company and to enable them to ensure that the
financial statements comply with the Companies Act 1985. 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.

AUDITORS

The auditors, Price Waterhouse, have expressed their willingness to continue in office as auditors and
a resolution to re-appoint them wili be proposed at the forthcoming Annual General Meeting.

By Order of the Board

QU

EJP Wareham 30 April 1997
Secretary



No 1 London Bridge Telephone: 0171-939 3000
London SE1 90L Telex: 884657 PRIWAT G
Facsimile: 0171-403 5265

Price Waterhouse 'd’

REPORT OF THE AUDITORS TO THE MEMBERS OF BMG SONGS LIMITED

We have audited the financiai statements on pages 4 to 9 which have been prepared under the
historical cost convention and the accounting policies set out on page 6.

Respective responsibilities of directors and auditors

As described on page 2 the company’s directors are responsible for the preparation of financial
statements. It is our responsibility to form an independent opinion, based on our audit, on those
statements and to report our opinion to you.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices
Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements. It also includes an assessment of the significant estimates
and judgements made by the directors in the preparation of the financial statements, and of whether
the accounting policies are appropriate to the company’s circumstances, consistently applied and
adequately disclosed.

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

Opinion

In our opinion the financial statements give a true and fair view of the state of the company's aftairs
at 30 June 19896 and of its profit for the year then ended and have been properly prepared in
accordance with the Companies Act 1985.

Pn,u, WakteMovs w

Price Waterhouse
Chartered Accountants 30 Aprit 1997
and Registered Auditors

3
Offices at Aberdeen, Birmingharn, Bristol, Cardiff, Edinburgh, Glasgow, Hul, Leeds, Leicester, London, Manchester, Middlesbrough, Newcastle, Nottingham, St. Afbans,
Southampton and Windsor.
The partnership’s principal place of busTness is at Seuthwark Towers, 32 London Bridge Street, London SE1 95Y where a list of the partners’ names is available for inspection.

The firm is authorised by the fnstitute of Chartered Accountants in England and Wales to carry on investment business.




PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 30 JUNE 1996

Notes 1896 1995
£ o
TURNGVER : 2 778,077 719,447
Cost of sales (531,790} (496,258)
GROSS PROFIT 246,287 223,189
Administrative expenses (148,300 (128,164)
OPERATING PROFIT 97,987 95,025
Interest receivable and similar income 20,081 11,841
PROFIT ON ORDINARY ACTIVITIES
BEFORE TAXATION 4 118,068 106,866
Tax on profit on
ordinary activities 5 (40,000) (34,662)
PROFIT ON ORDINARY ACTIVITIES
AFTER TAXATION 78,068 72,204
RETAINED PROFIT BROUGHT FORWARD 272,632 200,428
RETAINED PROFIT CARRIED FORWARD 350,700 272,632

Turnover and profit on ordinary activities before taxation for the year relates exclusively to continuing
operations.

All gains and losses have been recognised in arriving at the profit for the year.

The notes on pages 6 to 9 form part of these financial statements.




BMG SONGS LIMITED

BALANCE SHEET - 30 JUNE 1996

1996 i 1895
Notes £ g £ £
CURRENT ASSETS
Debtors 6 2,254,727 1,597,499
Cash at bank and in hand 336,943 335,854
2,591,670 1,833,353
CREDITORS {amounts falling
tiue within one year) 7 {2,090,970) (1,510.721)
NET CURRENT ASSETS 500,700 422,632
NET ASSETS 500,700 422 632
EQUITY CAPITAL AND RESERVES
Called up share capitat 8 150,000 150,000
Prolit and foss account 350,700 272,632
EQUITY SHAREHOLDERS® FUNDS 11 500,700 422,632

P Curran
Director

The notes on pages 6 to 9 form part of these financial statements.
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BMG SONGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 30 JUNE 1996
ACCOUNTING POLICIES
Accounting convention and standards

The financial statements are prepared under the historical cost convention and in accordance with
applicabte Accounting Standards.

The company hag taken advantage of the exemption in Financial Reporting Standard No 1 from the
requirement to produce a cash flow statement on the grounds that it is a small company.

Turnover

Turnover represents copyright royalties receivable excluding VAT,

Foreign exchange

Al transactions in foreign currencies are translated at current rates of exchange and amounts
outstanding at the balance sheet date are translated at rates prevailing at the year end. Gains and
losses arising are included in the results for the year.

Deferred taxation

Deferred taxation is provided, under the liability method, on differences arising from the inciusion of
ttems of income and expenditure in taxation computations in periods different from those in which
they are included in the financial statements to the extent that it is probable that a liability or asset wili
crystallise in the foregeeable future.

Advances to composers and publishers

Royalty advances paid to composers and publishers are carried forward as an asset pending
recovery from {uture royaities earnings. When full recovery is uncertain, these costs are written down
{o estimated recoverable amounts,

TURNOVER

Geographical analysis of turnover arising from music publishing:

1996 1995

£ £

United Kingdom 269,388 190,089
Europe 285,039 304,183
North America 121,086 160,507
Other 102,564 64 668
778,077 719,447




BMG SONGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS - 30 JUNE 1996 (CONTINUED)

3 DIRECTORS’ EMOLUMENTS

The directors receive emoluments from the company for their services to both the company and
other subsidiaries in the group. The proportion of their emoluments relating to the management of
the aftairs of the company were as follows:

1996 1995

£ £

Salaries 8,500 8,500
Taxable benefits 627 622
Perlormance refated incentive payments 4.480 3,300
14,607 12,422

Pension scheme contributions 669 638
15,276 13,060

—_—— —

Taking this amount into account, excluding pension contributions, the emoluments of the directors
were:

Highest paid director £14,607 (1995: £12,422).

The emoluments of the Chairman during the year were £nil (1995: £ni).

Other directors in the ranges:

1996 1995
Number Number
£0 - £5,000 ' - 1
4 PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION
Profit on ordinary activities before taxation is stated after charging:
1996 1995
£ £
Auditors’ remuneration 1,700 1,650

The average number of employees during the year was nil (1995: Nil).

7
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BMG SONGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS - 30 JUNE 1996 (CONTINUED)

5 TAX ON PROFIT ON ORDINARY ACTIVITIES

[

1996 199
£

lap]

United Kingdom corporation tax charge
at 33% (1995: 33%) (40,000) (36,123)

Adjustments to prior year provisions 1,461
(40,000) (34,662)
6 DEBTORS
1996 1995
£ £
Accrued royalty income 445,470 254,712
Amounts owed by group undertakings 1,809,257 1,342 787
2,254,727 1,597,499
7 CREDITORS (amounts faliing due within one year)
1996 1995
£ £
Amounts due to group undertakings 1,375,143 905,513
Corporation tax (including amounts due to
group undertakings in respect of group relief) 141,522 101,522
Accruals and deferred income 574,305 503,686

2,090,970 1,510,721

8 SHARE CAPITAL

1596 1895
£ £

Authorised, allotted and fully paid
150,000 ordinary shares of £1 each 150,000 150,000

9 ULTIMATE HOLDING COMPANY

The company's ultimaie holding company and uitimate controlling party is Bertelsmann AG, a
company incorporated in Germany.




BMG SONGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS - 30 JUNE 1996 (CONTINUED)

10 PARENT UNDERTAKING

The largest and smallest group for which group accounts are prepared, and of which the company is
a member, is as follows:

Name Bertelsmann AG
Country of incorporation Germany
Address from where the copies of Carl Bertelsmann Strasse 270
the Group accounts can be obtained: 4830 Gitersloh 1
Germany

H RECONCILIATION OF MOVEMENTS IN EQUITY SHAREHGLDERS' FUNDS

1996 1995

£ £

Profit for the financial year 78,068 72,204
Opening equity shareholders’ {unds 422 632 350.428
Closing equity shareholders' funds 500,700 422,632




