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VIRGI¥ RECORDS LIMITED

Report of the Directors

The Directors present their amnual report and the avdited accounts for the
year ended 31 January 1985.

RESULTS
The results for the year are set out on page 5.
PRINCIPAL ACTIVITIES

The company is engaged in the production of popular msic by exploiting the
copyright of recordings and videos relative to rights obtained throwgh
contracts made with artistes.

BUSINESS REVIEW

The company's turnever increased Ty &) to £43.5m with an incresse in epexr-
ating profit from £8.3m to £12.4n. 'This schicvement was @ resull of estab-
lishing mew artistes and continwing the developrent of existing signings.
Both the level of business and the year esd Finsmcinl position weres
satisfactory and the Directors expect that the vresemt Lewel of actiwity
will be sustained in the foreseeable fwlure.

BIVIDENDS

A dividend of E400 per share has been paid (U984 - FADD per share).

DIRECTORS

The Directors of the cempamy during the year and their interestsin the share

the company and the holding company Wers 25 Follows:z-

s of

Note Company Holding Company

21.1.85 SL.1.84 3%¥.1.85 31.1.84

R.C.N. Branson 1. - - 35,000 85,000

J.S. Draper 2. : - - 21,250 15,000
K.M. Berry - benmeficial 3. - - 5,000 -
- non heneficial &. - - 40,000 -
AAH. Clark - - - -
S.G. lewis - - - -
R.H.F. Deversux - - - -
Lisa Andersom . - - - -
Jon Webster - - - -
T. Lyster {appointed 6.11.84) - - - -
g .M. Macleod (appointed 6.11.84) - - - -

1. This figure inclndes 45,000 shares which are held in trust of which Mr.
Branson or his family are beneficiaries.
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VIRGIN RECORDS LIMITED

Report of the Directors

DIRECTORS (continued)

2.
3.

4.

This figure includes 15,250 shares which are beld im trust of which Mr.
Draper or his family are beneficiaries.

These shares are held in 2 tinst of which Mr. Berry is @ beneficiary as
well as a trustee.

These shares are keld by Mr. RBerry as a trustes of certaim settlements and
inclnde the 5,000 shares referred to im 3. above. The remaiming 35,000
shares are held in settlements in which Mr. Berry bas no beneficisl
interest.

POLITICAL, AYD CHARITABEN CONYRIBUTEONE

There were ne contributions mede for political and charitable purposes.

CHANGES IN FIXER ASSETIS

The movements im fixed assets duorimg the year are set out im mote 2 to the
accounkts.

AUDITORS

A resolution to reappsint the suditors, Pest, Maewick, Bitchell & €o., will
be proposed at the amnual gemeral meetimg.

By er of ﬂﬂt:é;;gh
95~99 Ladbroke Grove
London Wil 1EG QLM ce\ 2y

L.E. POST _ e
" Secretary.
12th September 1385



Page 3
VIRGI¥ RECORDS LIMITED
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BEPORT OF THE AUDITORS
10 THE NEMBERS OF VIRGIM RECORDS LINITED

Ve have audited the fimamcial statewents set ont om pages & to 13
in accordance with appreved auditing stamdamis.

In. cur epimiorn, these fimamcial statements give a twoe and Faie

view of the state of affairs of Virgin RBecords Limited az at

31 January 1985 and of the resuwlts amd of the Source amd Appli-

cation of Funds for the yoar ended on that date, and comply witi
e the Companies Act 1985.

’G‘J{ L‘-—‘Lﬂ,\mﬂ-&' JM’LML L
1 Buddle Dock Peat, Marwick, Mitchell & Co
Loandom ECAY  APD Chartered Acooumtants

12th September 1985
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VIRGIN RECORDS LIMITED

Balance Sheet 31 Japuary 1985

FIXED ASSEIS
Tangible assets
Investments

CURRENT ASSETS
Stack
Debtors
Cash at bank and im hand

CREDITORS: AMOUNTS FALLING DUN

WITHIN OFE YEAR
NET CURRENT ASSETS

FTQTAL ASSETS LESS CURRINT LIABILITIES

CREDITORS: AMOVKNTS TALLING DUE ATTIR
MORE, THAN OXE YEAR
PROVISION TOR LFABIEITIES AND CHARCES

CARTTAL AND RESERVES
Called up share capital
Profit & loss accoumt

[l

R.C.N. BRANSQN

Notes

LI

11
12

13
1%

J.S5. DRAPER

194,572
19,763,243
1,547 , 069
20,504 ,BBL

(18,222, 508)

Directors

Page 4

1985 1084
£ 3
462,792 176,826
1,033 1,120
403,825 177,946
210,876
18,990,707
797
19,202,380
(18,237 ,882)
3,262,376 864,408
3,606,201 1,142,544
- {333,333}
(8,139) -
3,678,062 809,111
10,000 10,006
3,568,062 799,111
409, ¥11

3,678,062

laccounts om pages & to 13 were approved by the Beard of Birectors
L September 1985 and signed om its behalf by:-
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VIRGIN RECORDS LIMITED

Profit and Locs Account

For the year ended 31 Jzmuary 1985

Turnover
Cost of Sales

Grass Profit
Distributiom costs
Administrative expenses

Operating Profit

Interest receivable aad similar imcome
Amounts writtenm off Investments
Intevest payable and similar charges

Profit om ordinmary activities

befare tax

Tax on pmf-.if. on oxdimary aclivities
Profit on ordimary activities after toas
Dividend

Transfer from profit and less account
Retained profit browght forward

Retained profit carried forward

Page 5

Notes 1983 1984
i £
3 43,478,205 &1,875,589
{26,76%,54%)  (28,254,189)
16,708,660 12,521,400
({1!.,.3?7/‘ oy Ay (1,468,462}
(2,923,771) (2,806,840)
12,407,318 8,546,008
662,576 152,675
- (24 ,443)
21 (136,497 (16%,958)
5 12,933,397 8,510,202
7 (6,064 446D (&, 758,063)
&,868,951 3,752,228
1% (%, 000,600) (4, 000,0003
2,868,951 {247, FIL)
789,111 1,066,382
19 3,668,062 799,131

The 1984 figures have been adjusted where zppropriate to reflect prior year

adjustments as outlined im Note 19.
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VIRGEN RECORDS LIMITED

Statement. of Source and Sgolicaticn of Funds

for the year ended 31 Jawuziy 1985

SOURCE OF FUMDS

Profit before fax
Adfustments for items mot imwelwvimg
the movement of fundss—

Depreciation of tangible fixed assefs

(Prefit)/loss on sale of tangible
fixed assets

Tovestment adjustnents

Foreign Trapslaticn differemcss

Total gemerated frem operaticms

Funds feom ether sonrces
Sale proceeds of Lixed assetls
Intergroup tramsfers

SRELECATION ofF TGS

Taxaticn paidfGroup veliel
Purchase of fized asweis
Repayment of lean
Bividend paid

INCREASE/ (BECREASE) W WORKING CARTTAL

INCREASE/ (BECREASE) IW WORKING CAPTTAL

Staocks

Debtors

Creditors excinding taxatiom,
dividends and overdrafis

Movements in net Iiguid fumds:
Bank and cash balances

1985 1985
€ £ E
73,449 53,905
(08, 134D 5,315
&7 -
(79,340) -
(23,338 35,220
12,900,450 8,569,512
92, 43 71,481
26,811, -
NG, 554 T80
13,029,003 8,840,903
629,770 4,553,063
L0, 835 157,645
153, 303 1, 100, 808
5,163,958 9,836,708
T,86%,075  (1,215,715)
{16,304) (54,536)
772,536 8,598,957
5,300,109 (9,782,658}
6,256,34F (1,238,235)
1,608,734 22,520
7,865,075 (1,215,715)
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VIRGIN RECORDS LIMITED

Notes To The Accounts

For the vear ended 31 Jonuwary 1985
ACCOUNTING POLYICTES

The following accounting policies have hecn wsed consistently in dealing
with items which are considered material in relation to the company” s
accounts.

a) Basis of accounting.

The accoucts have beenm prepared wnder the histoxical cost ccaweatics, which
allows the inclusfon of certainm assets at valwaticn.

Group acceunts bave mot heew preparad as Wirgin Recorls Limited is a wholly
ovned subsidiary of amsther UK. conpamy.

b) Bepreciatiom.

Bepreciation of fixed assets is provided on @ siradgit 1ine bogis applied
to eriginal cost at rates estimated to wrile off cach azset ower fithe
remaining useful life. Tor the purpeses of catolating deprecistion, the
effective usefiul lives of the classes of arseler currently heellell oy thue
company axe a8 followss-

Hoter Vehicles & gears
Flane & JFixtures 4 peas®
c} Stecks.,

3&&“6315 are valued at the lower of cost and met weplisalble wallne..
&) Foreign Txchangs.

Transactiens denomfzated dn forcign cwrrencies ane tramelated dinte steriing
and recorded akt the rate of exchenge ruliing ot the date of tiw tramzaction.
Assets acd lisbilitdes expressed im foreign cunnercies ane treosisted to
sterling at the exchange rate rulimg wt 31 Jamuagy IEES.

e} Taxatiom.

The chaxge for Laxation is besed om the profit for the year as adjusted for
disaliowable items and for timimg differsnces %o che extent that they are
wlikely to reswlt im am actwall tax Tfabi Uity fn the foreseeable future.
Timing differences arise fram the recognition for taw purposes of certaim
items of income and expemses in a different accounting period from that in
which they are recogmised im the sccounts. The tax effect of cther timing
differences as reduced by the tax bemefit of any accumslated losses is
treated as a deferred tax liability.

£} Royalties.

Royalties receivable amnd payable are inclinded on am accruals basis
calcnlated on sales receivable durimg the accouating period. Any
unrecouped advance received cn licensee agreements is included in the
period in which such agreement expires. Royalty advances paid are
carried forward where it is estimated that sufficient future royalties
or income will be earped for recoupment of such advances.
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lotes To The Accgunts

Page 8

For ike year eoded 31 Jomuary 1985

2. TANGIBLE FIXED ASSERS

COST
1 February 1984
Additions
Bisposals

Inter Group Transfers

31 Jaonary 1985

PEERECEATION:
1 Vebruzry 1984
Charge for year
Disposalks
Inter Grewp Tvaasfers

31 Janmacy 1985

NET BOOK VALUE
31, Janmary 1985

31 Janwary 1984

3. TURNOVER

Hator
Vehicles
i

200,028
319,524
(106 ,908)
(32,238)

3R1, 48

40,109
58,965
(32,599
(5,488

61,250

e
R ——

320,056

TR -—r———
S prym— T

160,919

v YT
[ttt e g

Pliant &

Phatares

f

104,721
1,310

20,032

Ay pp vy w—————

BBl
Wl B

-

103,298

e

82, 73%

15,907

weTreeTavers ey
L -y

Total
s

BUS , T4O
400, B35
{106 ,505)
(32,2563

ST 380

psias bt

U38,923
e
(32,299

{5,485}

Unh, 538

) o i o
e

402, TH2

I 4 pp—" e—
==t

91 ey e

Turnover, which excludes walua added team, represemts the sales wwlue of
goads and services suppided.

Record, tape znd wideo
producks,

Azalysis of twrmover Ry

geographical arezzw

1985
Poefit
hefone Lomw

Tarmseer

LG&4
‘Trmewer Frafit

before taw

£4, 476,205 £12,933,307 €41,075,560 £8,510,292

i

LT PP SNV ES Sy

£ £

Vnited Kimgdom 27,690,504 24,687,020

Other than U.K. 20,787,701 16,388,569
41,075,589

43,478,205

e e st e
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VIRGIN RECORBS LIMETED

Notes To The Accounts

For the vear ended 31 Januwary 198%
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4. EMPLOYEE INFORMATTON

L}

a) The average number of perseas employed by the company during the year is
as below:~ 1985 1284
£ £

ke o i
_F
e K AT e

R

Productdion: 107 64

————— e et

ey v d

S R R L
i R e S

b) The aggregate payroll costs of these persons were as follows:-

1985 1984

i £ £

Wages and salaries g7, 3R TIE, 512

ti Social, security costs 98,036 84,095
:{! 1,095 ,%6% 862,607

§ S TTRIEST e

;

4

t 5. COPERAFING FROEIT 1985 1984
: L £ £

} . ﬁpemt:i:ngz‘paro»fﬂt is stated after chargings:

? : Depreciation of tangible fived assets 73,449 53,905

{ _ Hire of plant and machinery 7,372 9,399

}f - Auditers remuneratiom ' 1%,000 15,000

Directors emoluments (see below)

S

6. DIRECTORS" EMOLUMENIS

s

The emoluments of the directors, includimg pemsion contributions, were as

¥ follows:—

i 1985 1984
B! £ £

;

} As directors - -

i For management services 91,833 74,377

T T

(Usd
=
v
(8%
4%
-
I~
(%5
~J4
-



— ghiteil T

15 g Al A e S T TR 3 sl S m e

S

“tepes
FEA Y el

”
e R S R

PERSEE—————EE et LSS sSs s

)

I
1

o

Q‘i; o

?.

The tax charge has been reduced by capital allowances £1753,

VIRGIN RECORDS LIWITED

Notes To The Accounts

For the vear ended 31 Jacuary 1985

Page 10

Directors' emoluments disclosed in accordance with section 231 of the

Companies Act 1985, and excluding pepsion contributious, are as

Emoluments of the Chairmam

Emoluments of the highest paid directer

The emoluments of the other directors were within the following ranges:-

£0 to £5,000

£5,001. to £16,000
£10,001 to £15,000
£20,001 to £25,000
£25,00% to £30,000
£30,001 to £35,000

TAX OU PROFIT ON ORBIWARY ACTIVITIES

The takation charge is comprised of:-

Deferred Taxation

Corporation tax @ 45.8% on the profit
for the year

Group Relief

Undecrprovision im priow years
Overseas; Taxation

Double tax xelief

BT

and stock rekief £3,008 (19842 E14,725) .

8.

STOCK

Finished goeds and goods for resale

DEBTORS
All amounts fail due within ome year

Trade debtors

Amounts due from Group companies
Other debtoxs

Frepayments and accrued income

Hil

39,298

=y 1 Eew

1983
E

194,572

bt o e
eyt P —

1985
£

4,542,090
15,109,601
79,786
31,766

P

10,763,243

Nil

27,766

iR R

1984
£

b 516,367
159,040
84,696

&“175;& h ) @6'3‘

A58 (1984:£92,482)

1984
£

210,876

e

1984
£

3,133,147
15,253,039
126,581
477,940

————— et

18,990,707

s e et A et i o Bt B
ettt

follows:~
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Debenture Loans

Bank loans and overdrafis

Trade creditors

Amounts due to Group companies

Other Creditors

Accruals and deferred income
United Kingdom Corporation Tax

VIRGIN RECORDS LIMITED

Notes To The Accounts

For the year ended 31 Janunry 1985

10. CREDITORS: AMOUNTS FALEING DUE WITRIN GYE YEAR

983
£

1,665,268

9,025,179
1,072,770
321,306
P47 448
5,790,557

ey yraars e

11. CREDITORS: AMOUNTS FALLING DUE AFYER

MORE THAN ONE YEAR

Debenture Loans

12. PROVI%;QNS FOR LIABILITIES AND CHARGHS

Page 11

1984

1,544,608
62,462
10,921,223
4,105,609
562,223
677,757
364,000

8,237,882

1984
£

333,333

Deferred taxation has heen provided for the full potentisl Liability
calculated onm the liability method.

2

Accelerated capital

allowances.
Fg

13. SHARE CAPITAL

Authorised:

ordinary shares of £1 each

1985
£

8,139

8,139

10,000

—————

Issued, called up and fully paid:

ordinary shares of £1 each

10,000

14. CAPITAL EXPENDITURE APFPROVED

1884
£

—_—

No capital expenditure had been contracted for or approved by the

Directors for the company.

(1984 - Wil).
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VIRGIN RECORDS LIMITED

Notes To The Accounts

For the year ended 31 Jamuary 1685

15. DIVIDEND
1985 1984
£ E
Ordinary dividend of E4QQ per share 4,060,000 4,008,800
(1984-£400) il T

16.. HOLDING COMPANY

The holding company is Virgin Group Timdted; @ company incorporated
in England.

17. CONTINGENT EIABILITY

The company im COmMNON with other subsidiaries of Virgin Group Limited has
eptered into guarantees im respect of bamlk ovexdrafts and other borrowings
of certain Virgin Group conpamies. Certaim of these puarantees are
supported by mortgage debentures creating Lived and fleoating clrarges over
the majority of the group's assets. The borrewings of these subsidiary
companies at 31 Januwary 1985 smounted to £2,179,000 ({1‘9824-1’.2,.380‘,@09‘).

18. INVESIMENTS.

a) The following companies, all incorporated im England, were subsidiaries
at 31 January 1985:-

Interest % Nature of Business
10 Records Etd g92.5 Records & Tapes
Siren Records Ltd 86.0 Records & Tapes
Dindisc Ltd Q0 Non~-trader
Dinsong Ltd 100 Non~trader
Clifdayn Productioms Etd 100 Non~tradexr
Event Publishing Ltd 100 Non-trader
Gimble Prédactions Ltd 100 Non~trader
Virgin Books Ltd 100 Non-trader
Virgin Films Ltd 100 Non-trader
Virgin Video Ltd 100 Non-trader
Virgin TV Productions Ltd 100 Non-tradex

4 ' b) Investment in other group company:
g An investment amounting to 40% is held in a subsidiary of Virgin

+

Holdings Limited, a fellow subsidiary of Virgin Group Limited.

c) Subsidiaries are shown in the Balance Sheet at cost.
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VIRGEN RECORDS LIMITED

Neotes The Accounts

For the vear «nded 31 January 1985

PROFIT AND LOSS ACCOUNT

1285 1984
i £ E E
Transfer to/(from} profit and
loss account 2,868,951 {247,771)

Retained reserves at the begimnimg
of the year. 1,231,357 1,045,882

Prior year adjustments resulfing

from an error in acecmntimg

treatment relating to

advances received. {432,246) -

As restated 799, 31L 1,046,882
3,668,062 799,111

e e eaee

POST BATANCE SHEET SHELT EVINTE

Since 3lst January 1985 the company has acquired the isswed share capital
of Charisma Records Iimited for a consideraticn of £100,000.

INTEREST. PAYABLE

Interest payable comprises the followimg:

1985 1984

£ £
Interest on other loans 17,905 15,978
Group Interest 18,592 148,020

136,497 163,998
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VIRGIN RECORDS LIMITED

Profit and Loss Account for the year ended 31 Januwary 1985

Page 14

For Directors use only
Not for publication

Sales
Cost of sales

Gross Profit

Distribution costs

Administrative expenses

" Salaries )]
Casual wages }
Employers NEC )
Rent, & Rates
Light, heat & power
Printing, postage & stationery
Telephone & Postage
Repairs and renewals
Tegal & Brofessional fees
Audit & accountamcy fees
Insurance
Bad debts
Bank charges
Equipment hire
Sundry expenses
Exchange translatiom
Loan written off
Maotor expenses
Travelling & entertainment
Depreciation
Group service charge

Cammissions om sales raceivable

Amounts written off investments
Interest payable
Toterest receivable

Profit before tax

1 ’09]5 » 96‘9

96,653
3,253
28,892
316,500
45,713
93,684
13,000
9,392
13,495
57,817
7,372
206,395
153,496

125,162
224,696
73 453
395,000

(106,666)

1985
€
43,478,205

(26,769,545}

198

planetimat¥ ]

£
41,075,589

(28,254 ,189)

16,708,660

(1,377,571}

(2,923,771)

12,821,400

(1,468 ,462)

862,607

90,897
8,147
35,570
340,822
36,112
299,153
15,000
9,518
51,680
35,167
9,399
2,535
21,373
75,000
104,837
212,932
59,220
696,667
(14%,797)

e i ot

(2,806 ,840)

12,407,318

(136,497)
662,576

e

12,933,397

8,546,098

(24,483)
(163,998)
152,675

8,510,292

v e ot s et i g



