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VIRGIN RECORDS LIMITED

e

Report of the directors

The directors present their annual report and the audited accounts for the year ended
31 July 1991,

RESULTS

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

PRINCIPAL ACTIVITIES

The company is engaged in the production of popular music by exploiting the copyright
of recordings and videos ralating to rights cbtained through contracts made with
artistes,

BUSINESS REVIEW

The company’s turnover was £80,130,196 for the year (1990 : £66,461,435). This
acheivement wams a rosult of establishing now artistes and continuing the davelopment
of existing signings. Both the level of businoas and the yYoar end financlial position
were satisfactory and the divectors expect that the present leval of actlvity will be
sugstained in the foreseeable futura.

DIVIDENDS

The directors do not propose any dividends (1990 : nily.

DIRECTORS
The directors of the company durlng the parisd ware:

R C N Branson
K M Berry

J & Draper

S G Lewlis

J Webster

T Lyster

5 M Macieod

{ R Richardson

-

None of the directors had an interest in tho shares of the company at 31 July 1991
(1990 : nil) other thdn as a result of an interest in the shares of the ultimate
holding company, Virgin Music Group Limited. The interests of Mr Branson, Mr Berry
and Mr Draper in the shares of the ultimate holding company are shown in that
company’s accounts. The remaining directors of the company did not have an interest
in the shares of Virgin Music Group Limited at 31 July 1991 (1990 : nil).
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VIRGIN RECORDS LIMITED

s 2,

Report of the directors

POLITICAL AND CHARITABLE CONTRIBUTIONS

There were no contributions made for political or charitable purposes (1990Q : Enil).

HOVEMENT IN FIXED ASSETS

The movements in fixed assets during the year are set out in note 9 to the accounts.

AUDITORS

In accordance with sectlion 385 of the Companienm Act 1985 a resolution to reappoint
the auditors, XPMG Peat Marwick, will be proposed at the next annual goneral meeting.

By Order of The Board

A Ry

120 campden Hill Road S TRTIETY) (PSR Y 4 T X
LONDON W8 7AR Soorotanry- oy REtvoR,
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VIRGIN RECORDS LIMITED

REPORT OF THE AUDITORS, KPMG PEAT MARHWICK
TO THE MEMBERS OF VIRGIN RECORDS LIMITED

K
We have audited the accounhs set out on pages 4 to 16 in accordance with Auditing
Standarda. W
a
In our opinion the accounts give a true and fair view of the atate of affairs of the
company at 31 July 1991 and of the profit and gource and apgiicntlon of funds for the

year then ended and have been proparly propared in accordande with the Companies Act
1985. :

§ march 1797 kil G Mavowo L

1 Puddle bnck ’ KPMG Paat Marwick
Blackfriars chartarod Accountanto
LONDON - EC4V 3PD Reglstored Auditor
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VIRGIN RECORDS LIMITED

Profit and loss account

for the vear ended 31 July 1991

Year 2nded Year ended
31 July 31 July
Notes 1991 1980
£ €
Turnover 1b) & 2 80,130,196 66,461,435
Cost of sales lc) (38,387,187} (34,470,5%0)
Gross profit 41,743,039 31,990,845 e
Prime costs , ' ic) (15,168,110) (18,731,075)
Administrative expenses {7,464,791) (9,358,055)
Operating profit A 19,110,138 3,901,715
Income from shares in “roup undertakings - K 20,000,000
Other interest receivablg and similar income 3 5,774,105 5,107,790
amounts written off investmants - {19,265,708)
Interest payable and similar charges 4 (5,455,377) {8,230,645)
Profit on ordinary activitions before taxation 5 19,428,866 1,513,152
Tax on profit on ordinaxy activities 6 (6,956,599) (782,236)
Retained profit for the financial paribd 12,472,267 730,916
Retained proflt brought forward 3,589,990 3,901,087
Exchange adjustments ‘ 1£) 1,728,773 {1,041,993)
Retained profit carried forward 17,791,030 . 3,689,990
--‘ﬂﬂ--IE)- bt ¢ 8+ -3 -3-F $-3 -} ]

The notes on pages 7 to 16 form part of these accounts.



YIRGIN RECORDS LIMITED

Balance sheet ag at 31 July 1991

FIXED ASSETS
Tangible assets
Investments

CURRENT ASSETS

Stocks

Debtors

Cash at bank and in hand

CREDITORS: AMOUNTS FALLING DUE
WITHIN ONE YEAR

NET CURRENT RSSETS/(LIABILITIES)

TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS: AMOUNTS FALLING DUE AFTER
MORE THAN ONE YEAR

PROVISIONS FOR LIABILITIES AND CHARGES

CAPITAL AND RESERVES
Called up share capita)
Profit & loss aceount

Notes
£
9
10
11 1,036,432
12 39,936,711
22,606,629
63,579,772
13 (55,906,737)
14
15
16

The notes on pages 7 to 16 form part of these accounts.

The accounts on pages 4 to 16 wera approved by the Boar

and signed on its behalf by:

W

¢

K M Berry
DIRECTOR

31 July
1991
£

7,536,241
5,221,754

12,957,995

7,673,035

——" b ————————

20,431,030

(2,630,000)

17,801,030

10,000
17.791,030

——————ti it ottt

17,801,030

Rt 2 33 23§ % ]

d of Directors on Lww

Pnge 5

6,054,791
2,091,194

B e P ——

8,145,985

1,112,756
49,500,385
8,577,611

59,190,752

(60,490,051)

———ppEE—— —

(1,299,299)

Srr————r——— .

6,846,685

(3,235,942)

(10,754)

3,599,990

B TE B It bt T WA
10,000
3,589,990

e —————

3,589,990

(o444 3.+ 33

YARCoa \ANT_



VIRGIN

RECORDS LIMITED

Statement of sourcs and application of funds

for the yvear ewnded 31 July 198]

SOURCE OF FUNDS

Profit before tax

Adjustments for items net involving
the movement of funds:

Depreciation of tangible fixed assets

Loss on sale of tanglble fixed zmsets
Provision against investments

Foreign exchange adjustments

Total generated from operations

Funds from other sources

Sale procesds of fixed assets
Incraase in long term funding
Increage in other creditors due after
more than one year

APPLICATION OF FUNDS

Purchase of shares in group undertakings

Taxation paild and group rellef
Purchase of fixed asesots
Decrease in creditores dus after
more than one year

INCREASE/ (DECREASE) IN WORKING CAPITAL
Stocks

Debtors excluding recoverable taxation
Creditors duy within one year excluding
bank loans and overdraftts and taxation

Mevements in nat ligquid funda:
Bank and cash balances '
Bank leoans &nd overdrafts

478,470
1,147

1,728,773

1,598,196

3,130,560

8,130,408
3,559,263

605,942

A ———_—

Yrar ended

31 July
1991
£

19,428,866

2,208,390

21,631,256

1,598,196

23,235,452

15,426,173

“%,809,279

EENNENNETIRK

(76,324)
(11,237,597)

4,887,357

(6,426,564)

14,029,018
206,825

7,809,279

Pages 6

Year ended
31 July
1880
£

1,513,152
773,318
14,487
3,728,735
(1,041,993)

3,474,544
4,987,696
158,344

2,030,000

156,890

2,345,234

7,332,930
102

259,434
2,524,801

2,784,337

4,548,593

E -t -4 3 3 _}-

93,423
520,606

(46,123)
567,906

3,913,810
66,877

4,548,593

WREpoEEmST
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VIRGIN HECORDS LIMITED

Hotes to the accounts
for the vear onded 331 July 1991

ACCOUNTING POLICIES

The following significant accounting policies have been applied consistently in
dealing with items which are considered material in relation to the company's
accounts.

a) Basis of accounting

The accounts have been prepared under the historical cost convention, and in
accordance with applicable accounting standards. Group accounts have not been
prepared as Virgin Records Limited is a wholly owned undertaking of anothexr
company, Virgin Music Group Limited, which is registered in England and Wales.

b} Turnaver

Turnover represents royaltles receivable and amounts receivable for goods and
services to cutside customers, excluding value added tax.

c) Cost of sales and prime ccasts

The profit and loss account has been drawn up to include costs of manufacture
and distribution performed under arrangements with third parties and royalties
payable to artisten within cost of sales, and coots appoclated with articte
development and other selling costs within prime costo,as the directors conaider
this presentation to ba appropriate t¢ the company’s business.

d) Depreciation

Depreclation of fixed asgeto is providad on a straight line basis applied to
original cost at rates estimated to write off oach assot over itn remaining
useful life., For the purposon of calculating dapreciation, the effective useful
lives of tha clasces of ampots currently held by the company oaro as follows:

Freechold proparty 50 years

Motoer vehiclen 4 years

Plant and {ixturas 4 yaars
e) Stocks

Stocks are valuad at tho lower of coot and not realisable value.
f) Foreign exchange

Tranoactions denominataed in forelgn currancies are translated into sterling and
recorded at the rate of exchange ruling at the dato of the transaction. Assets
and liabilities expressud in foreign currencios are translated to sterling at
the exchange rate ruling at the balance sheat date. Exchange differences arising
on long term loans to overseas group undertakings are dealt with through
reserves.

g) Deferred taxation

Deferred taxation, using the 1i{ability method, is provided at the rates of
corporation tax which are expected to apply when the tax is estimated to be
payable on all timing differences except those which it is considered will
continue for the foreaseeable future.
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VIKRGIN RECORDS LIMITEDR

Notes to the accounts

for the yenr epded 31 July 1991

ACCOUNTING FOLICIES (cantd)

h) Royalties

Royalties receivable and payable are included on an accruals basis calculated on
sales arising during the accounting year. Royalty advances pald are carriled
forward to the extent that it is estimated that sufficlent future royalties or
income will be earned for recoupment of such advances. Any unraecouped royalty
advances received under licensee agreements are recognised as income in the
period in which such agreements expire.

1) Recording, production and developments costs

Recording, production and development costs in adding to the catalogue of
raecorded music are written off as incurred.

3} ZLeased plant and equipment

Where plant and equipment is acquired by leasing arrangements and hire purchase
agreements which give rights approximating to ocwnership the assets are
capitalised at an amount represaenting the equivalent outright purchase price of
sBuch asesets and included in tangible assats. The capital element of future
rentals is treated as a liability and tho interest element in charged to the
profit and loss account over the period of the leases in proportion to the
balances outstanding,

Operating leases and rentals due are charged against income in the period in
which they are incurred.

k) Penaions

The company oparates dofined contribution pension schemes for itn employees and
executives. The asmuets of the ochomes are held geparately from those of tho
company in independantly administercd funds. Tha penslon cost charge represents
contributions payable by the company to the funds.

2. TURNOVER

Yoar ended
31 July 1990

Year ended
31 July 1991

g £
Analysis of turnover by
geographical area:

United Kingdom 43,575,220 44,666,328
Ragt of Europe 25,330,125 14,921,037
North Anmerica 4,343,196 850,235
Asia and Australasia 4,911,739 5,160,816
Rest of the World 1,969,916 763,019

80,130,196 66,461,435

sRESIgoEmEE

43 45 .51 3



VIRGIN RECORDS _LIMITED

Hotaes to the accounts

for the year ended 31 July 1991

OTHER INTEREST RECEIVABLE AND SIMILAR INCOME

Interest receivable comprises the following:

Interest receivable from group undertakings
Other interest

INTEREST PRYABLE AND SIMILAR CHARGES

Interest payable comprisen the followlng:

Interest payable to group undertakings
Interest on hire purchase and

finance lease agroements

Interest on othaer leans

PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION

Profit on ordinary activitiem before taxation
is stated after charging:

Dapreclation of tangible fixed assots
Hire of plant and machinery

Auditors’ remuneration

Directors’ emoluments

Distributicon costs

Year ended
31 July 1991
£

3,518,288
2,258,810

5,774,105

Year anded
31 July 1991
£

3,105,837

2,349,540

5,455,377

Year anded
31 July 1991
£

478,470
(42,257)

37,400

2,839,028

DR EEmRRI

Paga 9

Year ended
31 July 1950
£

4,843,856
263,934

5,107,790

ERRERRERES

Yaar ended
31 July 19%C
¢

5,754,712

194,134
2,281,799

8,230,645

NN TR N S T A

Year ended
31 July 199¢
£

773,318
12,689
36,000

242,275

2,455,042

L2 2-3-4-4- 3% ]
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YIRGIN RECORDS LIMITED

Notes to the saccounts

for _the year ended 31 July 1991

TAX CN PROFIT ON ORDINARY ACTIVITIES

The taxation charge is comprised of: Year ended Year ended
31 July 1591 31 July 19%0
£ £
Corporation tax & 33.67% (1990 : 35%)
on the profit for the period 6,373,103 449,634
Adjustment to prior years 594,250 -
Overseas taxation 885,269 769,99%
Double tax relief (895,269) (436,825)
Deferred taxation {10,754} {572)
6,956,599 782,236
Lt b Pt Fo1-F-F mEITEEEE

EMPLOYEE, INFORMATION

a) The avaerage number of persons employed by the company during the yaar was

as below:
Yaar ondad Year anded

31 July 1991 31 July 1990
Selling 42 36
Marketing and production 86 81
Administration 66 63
194 180
LY 13 33 mEMEN

b} The aggregate payroll costs of thane persons wora as followsn:

Year anded Year endad
31 July 1991 31 July 19920
£ £
Wages and salaries 3,940,359 3,838,441
Social security cootn 408,586 448,805
Other pension costs 62,889 115,451
4,411,838 3,402,707

Ll 1 0 3] 1% 3 LA 2 d 3 F 7%
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VIRGIN RECORDES LIMITED

Notes_to the accounts

for the yesr ended 31 July 1991
DIRECTORS' EMOLUMENTS

The emoluments of directors of the company, including amounts paid to them as
directors of subsidiary companies were as follows:

Yoar ended Year ended
31 July 1991 31 July 1930
£ £
For management services 360,206 327,436
Pension contributions . 19,8865 . ‘ - 14,166
380,071 341,602
EEM ORI EEEEDRs

Pirectors’ emoluments, excluding pension contributions, were as follows:
Emoluments of the chalrman Hil Nil
Emcluments of the highest paid director 136,154 130,417

The emoluments of diroctors, excluding pension contributionms, were
within the following rangan:

£ 0 to £ 5,000 5 5
£ 90,001 to £ 95,000 - 1
£100,001 to £105,000 1 1
£105,000 to £110,000 - -
£115,001 to E£120,000 1 -
£130,001 to £135,000 - 1
£135,001 to £140,000 1 -



9. TANGIBLE FIXED ASSETS

CGST

1 August 1990
Additions
Disposals

31 July 1991

DEPRECIATION

1 August 1990

Charge for the period
Disposals

31 July 1991

NET BOOK VALUE

31 July 1991

31 July 1990

Included in tanglble fixed assets are assots

YIRGIN RECORDS LIMITED

¥Notws to the accounts

for tho yvesr ended 31 July 1591

Page 12

acquired under hire purchase and finance

lease agraements ap follows:

Cogt
Depreciation

Freehold
land & Motor Plant & Total
buildings vehicles fixtures
€ £ € £
3,540,622 2,327,182 1,609,246 7,477,020
3,175,308 - 383,985 3,559,263
- {2,116,043) (12,714) (2,128,757)
6,715,930 211,109 1,980,487 8,907,526
EEMNIEZTORIEE E 3-8 - 1.2 31 % 12 ¢ 3-$-3-%-4 -2 4-+3 1474
58,000 545,478 818,751 1,422,229
92,053 §2,711 333,706 478,470
- {521,121) (8,293) (529,414)
150,053 77,068 1,144,164 1,371,285
L2 ¥ & 3 V. P N7 L 2 b f-1 1 3 53 tE 2+ 3 3 7 77 3 b &3 - 2-3-3-53 3
6,565,877 134,041 . .836,323 7,536,241
I BE LY B A e L O N A \V,,.;---HHHI S AN R N X
3,482,622 1,781,674 790,495 6,054,791
4--.-.-Iﬂ~ WX N WM. L2 2 4 7 3 F 0 I 20 NE W NI
Yoar ended Yaay ended
31 July 1991 3) July 19590
£ E
- 2,101,043
- 506,121
.t -2 F §-3°F 3 M TTIE I A
- 416,830

Depreciation charge for the poriod

b33 1-1-F-3
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VIRGIN RECORDS LIMITED

Notes to the accounts
for the vear ended 31 July 1991

INVESTMENTS

a) SHARES IN GROUF UNDERTAKINGS

£
CGsT

1 August 1990 5,819,929
Additions 3,130,580
31 July 1990 8,950,489

RSN
PROVISIONS/WRITTEN OFF
1 hugust 1990 3,728,735
Amount provided/weitten off in the year -

3,728,738
AT e
NET BOOK VALUE
31 July 1992 5,82%,754

L2t -t -¢ -3 2.1}

31 July 1990 2,091,194

IR RR ¥ IX T LN g 5t

The additions in the year were principally in respact of the acquisition of
Virgin EG Limited.

b) PRINCIPAL SUBSIDIARY UNDERTAKINGS
The principal subgidiary undortakings of Virgin Records Limited are ag follows:

Subsidiary Undertakings Interest Nature of business
{ordinary shares)

Ten Records Limitad 100 Records

Charisma Records Limited 100 Records

Circa Records Limited 75 Records

Siren Records Limited ioo Racords

Virgin Claspics Limited 100 Racords

Virgin Music (Publishors) Limited 100 Husic publishing
Virgin Overseas Limited 100 Holding company
Virgin Studlos Limited 100 Rocording studioa
Aszociated Virgin Labels Limitad 100 Racords

Leisure and Entertainment Limited 100 Holding Company
Virgin EG Limited 100 Records

All the above companies are reglstered {n England and Wales. The principal
subsidiary undertakinge of Virgin Overweas Limited are detailed in that company g
accounts.

STOCKS 31 Juliy 1991 31 July 1990
£ €
Finished goods and goode for resale 1,036,432 1,112,756

Enxwnonms s LAt 41 S F T
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VIRGIN RECORDS LIMITED

Notesg to the mccounts

for the yenr ended 31 July 1991

DEBTORS

Trade debtors

Amounts owed by group undertakings
Other debtors

Prepayments and accrued income

31 Suly 1991

E

25,620,577
10,142,386
3,370,630
803,118

39,936,711

Fage 14

31 July 1990

£

19,160,118
25,097,956
5,245,553

16,758 .

49,500,385

EEDRTEREITRE

Trade debtors include amounto relating to artiste advances which may not be

fully recoverable within one year.
such amounts.

Amounts owed by group undertakings lnclude £600,000 (1990

not fall dua until after more than one yoar.

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Bank loang and overdrafts

Obligations under hire purchase and financa
leane agreements

Trade creditcrs

Amounts owed to group undertakings

Other croditors including taxation

and social gecurity

Accruals and daferred income

Corporatlon tax

31 July 1991

€

-

18,083,588
35,089,637

1,381,516
840,728
510,868

55,906,737

Lt E-t 2k 3}

»
H

It Lo not pospsible to quantify accurately

£600,000) which does

31 July 1950

£
206,825

1,003,240
16,065,962
35,443,691

7.527,583
242,750

60,490,051
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VIRGIN RECORDS LIMITE

I A

Notes to the accountg

for the year endad 31 July 1991

CREDITORS: AMOUNTS FALLING DUE AFTER MORE

THAN CNE YEAR 31 July 199} 31 July 1990
£ g
Bank loanz and overdrafte 2,030,000 2,030,000
Obligatiens under aire purchasge and
finance lesase agreements -~ 605,942
Other creditors including taxation
and social security 600, 000 600,000
2,630,000 3,235,942
E 3.2 + 3 3 F-4.F §-3 MEEETIIEDRR

The bank loane and overdrafts bear interast at floating rates and are secured on
freehold property of the company.

Payments under hire purchase and finance H
lease agreements are due as follown:

Ysar ended 31 July 1991 - 1,093,240

Year ended 31 July 1992 = V605,942
g

- 1,609,182

T e RS b L +-¢-¢F 3 §-%8 ¥ 3 4

There are no finance charges included Ln the above payments.
PROVISIONS FOR LIABILITIES AND CHARGES

The amounts provided for deferred taxatiocn baing tha full potential liability
are ag follows:

31 July 1991 31 July 1990

£ £
. 8l
Accelerated capital allowancos - 10,754
. b 37 % 3 4 WmExE T
CALLED UP SHARE CAPITAL )
31 July 1991 31 July 1990
£ £

authorised, allotted, called up
and fullx paid
10,000 ordinary phares of £1 each 10,000 10,000

KX NIE L -+ 14
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VIRGIN RECORDS LIMITED

Hotes to the accoucts

for the year ended 31 July 1991

CAPITAL EXPERDITURE APPROVED

No capital expenditure had been contracted for by the directors at 31 July 1991
{1990 : £960,526). No capital expenditure had been authorised but not contracted
fer by the directorms at 31 July 1991 (1990 : Enil).

In addition, the company, in the normal course of business enters into contracts
relating te product delivery from recording artistes.

COMMITMENTS UNDER OPEPATING LEASES
31 July 1991 31 July 1990

£ £
Annual commitments under operating
leases expiring:
Within one year 123,292 -
Between cvne and five years 278,893 -
402,185 -
323 2.3 1 3 4 WIE X

CONTINGENT LIABILITY

The company has undertaken together with certain UK undertakings within the
virgin Muslc Group to give joint and general guarantees to Lloyds Bank PLC in
respect of amounts due to tha Bank from the company and other group undertakings

HOLDING COMPANY

The ultimate holding company at 31 July 1991 was Virgin Music Group Limited, a
company registered in England and Wales. Copies of the accounts of Virgin Music
Group Limited can be obtained from The Registrar of Companies, Companies

House, Cardiff, CF4 30Z.
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For Directors uso enly
Not for publicatiocn
YIRGIN RECORDS LIMITE_.‘Q
Profit and Loss Aecount for the vear ended 31 July 1991

Yenr endad Year ended
31 July 1991 Al July 1990
£ £ £
Sales 80,130,196 66,461,435
Cost of sales {38,387,157) (34,470,590}
Gross profit 41,743,039 31,990, 845
Prime costs {15,168,110) {19,691,075)
Administrative expenses
Salaries }
Cagsual wages } 4,214,824 . 4,402,707
Employers NIC } ’
Staff welfare ) -
Depreciation of fixed aggets 478,470 773,318
Hire of plant and equipment (42,257) 12,689
(Profit)/loss on sale of fixed asgets 1,147 14,486
Audit fees 37,400 36,000
Legal and professional 340,731 169,632
Light and heat 45,755 35,643
Rent and rates 154,813 284,494
Repalrs ana maintenance 90,943 43,411
Telephone, telex and facsimile 329,230 262,508
Insurance 68,306 104,636
Printing and stationary 98,958 71,871
Postage, couriers and messengers 298,536 102,487
Bank charges 27,765 22,792
Bad debts 225,107 153,951
Office expenses 462,703 385,311
Computer running costs 83,376 163,866
Computer development costs 6,657 . 5,026
Travel and entertaining 462,426 580,650
Motor expenses 1,124,342 211,185
Trade subacriptions 276,279 16,881
Charitable contributions 20 100
Sundxy (incomej expenses 159,645 4,517
Exchange (Gains)/LoBsBes {1,051,641) 1,043,902
Management charges -~ Virgin Group 90,000 90,000
Management charges - Other Subsidiaries 223,600 {114,126)
Sales force contribution {A495,268) (480,000}
Leasing charges - Other Subsidiaries {247,078) -
Total administration expences (7,464,791) {8,398,055)
Operating profit ‘ 19,110,138 3,901,715
Interest payable (5,455,377) (8,230,645)
Interest receivabla 5,774,105 5,107,780
19,428,866 778,860
Ingome from shares in group undertakings - 20,000,000
Amounts wriltten off investments - (19,265,708)
Profit befora tax 19,428,866 1,513,152

g4 3 1 mEEmSTomgam oy



