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VIRGIN RECORDS LIMITED

Report of the directors

The directors present their annual report and the audited accounts for the year ended
31 July 1992.

RESULTS
The results for the year are eget out on page 4.
SIGNIFICANT EVENTS

On 1 June 1992 the company changed ultimate ownorship as part of the acquisition of
virgin Music Group by THORN EMI plc.

PRINCIPAL ACTIVITIES

The company is engagoc in the production of popular music by exploiting the copyright
of recordings and videoo rolating to rights cbtained through contracts made with
artistes,

BUSINESS REVIEW

Both the lavel of businoss and the year ond financial position were satinfactory and
the dirostoro oxpoct that the prosent leval of activity will bo sustained in tho
foresceable futura.

DIVIDENDS

The divestorn do not propoese any dividonds (1991 : nily.

DIRECTORS

Tha directors of tho eempany during the year waret

R C ! Bransan (rasigned 1 Sune 1992)

K M Barry

J S Drapay (reslgned 1 Cciobar 1292)

5 G Lowis (zeslgnaed 31 becenher 1932)
J Webster (realgned ) ©z2seber 19323
T Lystor {copignod 1 eskckar 1992)

S ¥ Maclaod {appointad 1 Ostebar 1902)
W R Richardson (reslgned 1 Oeestaer 19352)
A J Bates {appolintad 1 June 1992}

P M Conroy (appointed 20 Hareh 19%2)

Noena of the directoxs had an interesct in the sharep of the eoepany at 31 Jely 169z,
At 31 July 1991 cectain directors had an intoercot am a rosuelt of interests in tho
chares of the parent undertaking Vicgin Musie Greup Limited. Theso aro disclosed in
that company‘s accounts. The inteross wao thon dispooed of as part of the change in
cwnorship of the parent undoctaking.

At 31 July 1992 the follewing director had an Intorent in a group ¢conpany as set
out helotn.

A.J.Bates 18,237 optionn over ordinary shareo in THORN EMI ple.
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VIRGIN RECORDS LIMITED

Repart of the directors

AUDITORS

During the year KPMG Peat Marwick rosigned as auditors and Ernst & Young wera
appointed in their place. In aceordance with nmection 385 of tho Companies Act 1985

a4 resolution to reappeint tho auditors, Ernst & Young, will be propoced at the next
annuval general meoeting.

By Ordor of Tho Board

2. Uadesd -

4 Toentorvden Stroet & Mpelecd
Hanover Sqguaro Secretary
LONDON
W1h 2AY

31 AUG 1933
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VIRGIN RECCRDS LIMITED

REPORT OF THE AUDITORS

T0 THE MEMBERS OF VIRGIN RECORDS LIMITED

We have audited the accounts sot ocut on pages 4 to 15 in accovdanco with Auditing
Standards,

The company hac not propared group acccunts, contrary to section 227 of tho Companien
Act 1985. Accordingly, we exprass no opinicn as te whorthoer the accounits glve a true
and fair viow of tho stats of affalrs of the greup at 31 July 1292 or of itp gposult
£or tho yoar thon ondad.

In our opinion the accounts give a trus and falr view of the state of affairs of the
company at 31 July 1992 and of the profit fer the year then onded and, and excapt for
the mattor reforrad to abeve, have been properly propaved in ascordanca with the
Companiaa Act 198%5.

Errst 8Ny

Ernst & Young
Chartorad Rocountants
Regiptorad Auditer
London

31 AUG 1933
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YIRGIN RECORDS LIMITED
eSS Al LIMITED

Profit and legs account
2222k _and loss acecount
for the vear ended 31 July 1a92
=228 ended 31 July 1992

31 July 31 July
(restated) .
Notesg 1992 1951 S
£ £ B
Turnover 2 73,684,858 80,130,196 .
Cost of gales {34,429,775) [28,387,157) -
Groas profit 39,255,083 41,743,039
Prime coptg (26,823,112) {15,168,110)
Administrative oxponses {9,303,155) {(7,484,791)
Oporating profit hofora oxcoeptional ltounn 3,128,818 19,110,138
Excoptionnl itomn 3 5,861,000 -
Oporating profit afeor exceptional Leems 8,989,816 19,11p,128
Exchango adjustments (4,602,512) 4,728,773
Intorest roceivable and similar ingeme 4 - 5,774,108
Intarast payable and similar chargen 5 (1.382,508) 15,455,377)
Profit on ordlnary activitiea befere saxatien 6 3,034,738 21,157,635
Tax on profle on ordinary activieiaes ? {2,350,322) {6,555,599)
Rotalned profit for the 2inancial year 538,414 14,201,040
Retainod profis brought farward 17,984,030 3,509,580 ’
Rotained profie carcied forwacd 18,409,444 17,791,030 ’
k2.1 4.1 T°F T ’ﬂﬂ.ﬂﬂnlﬂﬂ.

Year ended

Year ended

The notes on pages & to 15 form part of theoe ascountn.
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VIRGIN RECORDS LIMITED

Balance sheat as at 31 Jduly 1992

31 July 31 July
Hotes 1992 1991
£ £ £
FIXED ASSETS
Tangible assets 10 6,463,457 7,536,241
Investments 11 2,521,303 5,221,754
g,984,760 12,757,995
CURRENT ASSETS
Stockg 12 378,000 1,036,432
Debtors 13 78,191,673 39,836,711
cash at bank and in hand £90,535 22,606,629
79,260,608 63,579,772
CREDITORS: RMOUNTS FALLING DUE
WITHIN ONE YEAR 14 {£4,427,480) {55,906,737)
NET CURRENT ASSETS 14,833,128 7,673,035
TOTAL ASSETS LESS CURRERT LIADILITIES 23,817,888 20,431,030
CREDITORS: AMOUNTS FALLIHG DUR APTER
LORE TIAN OME YEAR 15 o {2,639,000)
PROVISIONS FOR LIADILITIES AND CHARGES a6 {8,330,444) -
18,479,444 17,£063,030
L2231 X% 2o b EEBENEENIN
CAPITAL AND RESERVES
Called up share capleal 1? 10,000 id,00606
Profit & loss asceunt 18,409,344 17,751,030
10,470,444 17,801,050
WBEAS NSNS LR P T Fg-§ 1]
The notog on pages 6 €0 15 fersm part o©f thone accounts.
Thoe accounts on pages 4 to 16 wesp.appeoved by the Board of Birectors on
and signod on its beh Pflggsfﬁﬁgbjar
" 5 DIREGTOR
3 1 AUG 1993
W e . e
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VIRGIN RECORDS LIMITED

Notes to the accounts
for the year endsd 31 July 1992

ACCQUNTING FPOLICIES

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

a) Basis of accounting

The accounts have boen prepared under the historical cost convention, and in
accordance with applicablrs “ccounting standardn.

b) Group accountn

Group accounts have not been proparved bocause as A result of tha acquisition

by THORH EMI plec on 1} Junae 1992 tho cempany has, oince tho year ond, changed its
accounting reference date to 31 Harch and will therefore ba exempt under section
228 of the Companian Act 1985 in futurs from the ragulremont to propare group
accounta.

c¢) Caoh flow statoment

A cash flow statement is not prepared as tho company 1s oxempt by virtue of
paragraph 8 of FRS1 basing a subsidiary undortaking of a parent undertaking
ragisterad in England and Walee which propares a consolidated canh fiow
statemant.

d} Dapuraciation

bapraclation of fixed asaets i3 previded en & styaight line basias appliad te
original cost ab rates astimated to weite off eazh avset ovepr itd remaining
useful life. Par the purposes of calsulating depreciatien, the affective useinl
lives of tha slamses of assets currently held by the company ara ap foilowss

Fraahold pzopore; 50 yoays

Hotor vehielas 4 yaard

Plant and flxtures 4 yaars
o) Stocks

Stocks ara valued at the lswer of eost and net realisable value.
£) Forolgn axchange

Trannatctions denowinated An foreign correncien are translated into wterling and
racorded at the rate of exchange euling a% tho datz of tho trangaction. Assaets
and liablilities expressed In forelgn curcenciuos arce tranpiated to stesling at
the exchanga rate ruling at the palaneo shoot date. Akl oxchango Alfferences
mre taken to profit and loss acesunt.
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VIRGIN RECORDS LIMITED

Notes to the accounts
for the vear ended 31 July 1992

RCCOUNTING POLICIES (contd)
g) TRoyaltlies

Royalties receivable and payable are included on an accruals bagis calculated on
sales arieing during the accounting year. Royalty advances paid are carried
forward to the extent that it i eotimoted that sufficlent future royaltles or
income will be earned for vecoupment of ouch advancep. B5Any unrecouped royalty
advances received undor licencee agroomento are reocognised ao income in tho
period in which such agrooments oxpirc.

h) Reecording, production and developmente cosnta

Recording, production and developmont costs in adding to the catalogue of
recorded music are writton off as incurred.

L) Leasod plant and ogquipmant

Where plent and cguipment i acguirecd by leasing arvangemonts and hire purchase
agreemonta which givo cights approximaclng te cwneorship the sssots ars
cnpltalined at an amsunt rapresenting tha cquivalent cutright purchase prico of
puch appets and ineluded in tanglble sosets. The capital olemont of future
rontals ls tzeatud as a llabilicy and the interest element is eharged to the
proflt and loss aescount over the perieod of the leaces in proportien to the
balancos eutatanding.

Oparating leases and prentals due are eharged against inesme in the perled in
which they are Lineurred.

3} TPenslens

The company eperaten defintd conptribution penaien schenmes for lts employecs and
eoxooutivas, The assete of the achenes are held separataly from thesa of tho
company in indepandently adminisiersd furda. 7The pensicn €pat charge reprepontsd
gontributlens payable by the eanpany to the funds.

2. TURHOVER

Turnover reprosents the ardunes derived from the eaplolitation of suple gecordings
and videos, stated nex of value added tax.

Year ended Yoar wnded
31 July 1552 33 July 1891
¢ L
Analysis of turnever Ly
geographleal markett
tUnited Kingdom 4%, 506,710 43,595,220

27,175,138 °

W

Raat of thea World 36,554,976

pE S

23,684,858

oresnonas

80,130,2%5

pocpotriatafadid.tedn)

. "’-:




UYRGIN RECORDS ILIMITED

Notes to the accounts
fox the vear ended 31 July 1992

3. EXCEPTIONAL ITEMS

Year ended Year ended
31 July 1992 31 July 1991
£ £
Costs of rationalisation and restructuring {&,704,000) -

Release of provioion against amounts duc Lrem 15,563,664
suboidiary undertakingo

Provicion for diminution in valuo of
frechold proporty {998, 000)

A —————

5,861,000 -

PuonaRcoEas Boaoo

4. INTEREST RECEIVABLE AND SINILAR INCOME

Interost rocolvable comprises the follewing:

Year ended Yeoar onded .

31 July 1992 31 July 1991 '

£ L "
Intorast receivable 2rom greup vnderzakings = 3,518,295
Okhor Lnterast = 2,4255,010

el fss ) LS an e — ===

= 5,774,108

BRIARHTEBEN WNBEREEEAN

8. INTEREST PAYAGLE AND SIMILAR CHARGER

Intoreat payable sorpeises the fellevings

Year epded Yooy ondod
31 July 1552 31 2uly 1991
£ £ .
Intorast payable eo guoup undectakingn = 3,205,837
Intorast on othor lsanno 1,382,880 2,349,840
PR Peaae S S T ey I

1,552,560 5 455, 377

e Kr £ e 2 S0 22 2T 5 SEhEzoaan CIMRe




YIRGIN RECORDS LIMITED

Notes to the accounts
for the year ended 31 July 1992

Page 9

6.  PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION
Profit on ordinary activities before taxation
ig stated after charging:
Year ended Year ended
31 July 19882 31 July 1591
€ £
Depraciation of tanglble fixed anooto 550,759 478,470
Birae of plant and machinery 46,886 42,257
Auditors’ remunaration 36,000 37,400
Directors’ emoluments 1,324,648 280,071
The ¢oste of rationalivation and restructuring
{see note 3) include 2 ! revislon for the pormancont
diminution in valuo of fixed apootn of £998,000.
7. TAX ON PROFIT OM ORDINARY ACTIVITIES
The taxation charge io cemprised of: Year onded Yoar onded
31 duly 1952 31 July 1831
£ £
Covporation gax § 33.467% in 199} - 6,373,103
Adjupntmont to prior years (48D,059) 594,280
Ovarscas taxatlon 2.884,38) BB5,209
Double tax rollef - {895,2569)
Dufaryed taxation = {16,759)
2,386,322 6,950,589

PP BT DI

HEBERYEN RN

The: eompany L8 primagily liable for UK eoeporation tay €5 18 peofiia. Howeover,
no provision has been made in these aeccunts for either furrent or deforrod
taxation, aa an undertaking ban been rereived ivem itp ultimare parent
undertaking, THORMN EHI ple, that ethe larzep will assune responsibilicy for any
such taxatlien ag lengy as the eorpany cemains a subpidiary undertaking. In vicw
of the undertaking received, no diseslsopure is made in theee acepuntn of any
potential liahlllty o taxation.
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VYIRGIN RECORDS LIMITED

Notes to the acrounts
for the yvear ended 31 July 1992

EMPLOYEE INFORMATION

Page 10

a) The average number of persons employed by the company during the year was

as below:
Yaar ended
31 July 1992
Selling 26
Marketing and production 63
Adminictration 46

138

i) 33
b) The mggragate payrol)l coats of thewd porsons wore as followas

Year onded
31 July 1993
£
Wageas and salarien 5,000,990
Social coeurity cepts 527,788
othar pension costsa 26,108

R T R T,

©,088, %05

NEEERRRAER

DIRECTGRS' EHOLUHENTS

Year ended
31 July 1991

42
1]
66

154

Yoar onded
31 July 1951
£
3,940,359
408,586

bR, BBY

e T—"

4,411,834

BB R NN

The analumants of directors of tho cowpany, incivnding amounts pald e them an

direetors of subusidiary ecapanien, wsre as folleuns

Yaar onded
a1 Juiy 1932
f

Far managemont services 1,257,569
Pension centributionn 66,732

[ e )

Ly 324,648

RneeoneRRo

Yoar onded
32 3uly 1651
£

360,206
19,865

380,071

oadorna
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VIEGIN_ RECORDS LIMITED

Noptes to the accounts

for the yesar ended 31 July 1992

DIRECTORS‘ EMOLUMENTS (cont)

Page 11

Directors’ emoluments, excluding pension contributions, were as follows:

Emoluments of the chairman

Emoluments of the highest paid director

The emoluments of directors, exeluding ponsion contributions, werce

within the following rangoo:

£ 0 to £ 5,000
£ 100,001 to £ 105,000
£ 110,001 to € 115,000
£ 115,001 to £ 120,000
£ 135,001 to £ 140,000
£ 155,001 to € 160,600
€ 225,001 to £ 230,600
€ 760,001 to £ 765,000

TANGIRLE PIXED ASSETS

Freshold
land &
bufldings
£
cosT
1 August 1991 6,715,930
Addlitlonn 254,230
blepaaalsa -
31 July 1992 €,978,180
W SE RN
DEPRECIATION
1 puguse 1591 180,053
Charge for tho year 112,808
Pravision foir diminuclen 990,080
Dinposals -
31 July 1992 1,280,139
E-1-1-%% 3-2°1 1.
NET BOOK VALUE
31 July 1992 $,718,021
nUuRomaooDy
31 July 1991 6,565,877

RRRTRERITO

1992 1993
Nil Hil
760,409 136,154
1992 1991
é 5
- 1
1 -
- 1
- 1
1 -
1 -
1 -
Heter Piant & Total
vohicien fixtuzan
(¢ % 4
213,18% 3,900,407 N,907,526
- 313,587 566,737
{95, 8570) (55,4453 $241,115)
128,439 2,237,549 9,333,148
By WEY SR Rk XEESFREA RN
7060 1,323,063 1,371,285
23,388 $3185,347 550,759
- - 998,000
{47,538} {2,853} {%50,383)
52,894 1,556,658 2,869,691
[<Xe g1 F-3-F-4-F-3 E 1.3.2-3-3-7-.4-%-% sRovohonGo
T2,54% R0, B892 6,463,457
fayegehakiJufrgTnd DEaGRonsea Ooountiybxo
134,041 836,322 7,536,241

TR SO

Doy oty

fod=gtntndudnl g .
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)ﬁ VYIRGIN RECORDS LIMITED

Kotus to the accounts a
for the vear ended 21 July 1992 ey

11. INVESTMENTS

N &) SHARES IN GROUP UNDERTAKINGS N
! £ e
# cosT o
1 August 1991 8,950,489 L
o Additions 430,000 r
Transferved to fellow subsidiary undertaking (3,130,451) h
-
" 31 July 1992 6,250,038 e
p-tag-f-3n3-37 ]
# PROVISIONS ,
1 August 1991 3,728,735 -
Amount providod - o
—————— s
3
- 3.' 728; ?35 . 4‘,.: -
B RN v
NET HOOK VALUE K
; 31 July 1992 2,521,303 LR
*;'i TANNE RN ' .
;!;‘i p
31 July 1991 5,223,754 "
e BERDRUNDR
il #
/ The addition in the year was of the minoiity interest in Olres Recordy T
5% Limktod. .
,('“ i?',.
‘d%ﬁ;j b) PRINGIPAL SUBSIDIARY UNDERTAXINGD Yo
A’.jv-“‘.ﬁ
’“? The prineipal subaldiary undertakinga of Virgin Records Limited are anp follswn:
s} *,
Subsldiary Undertakings Intarent % Razure of buslineos A
{ordinacy shares) TN
Ten Records Limited 169 Reeerds EE‘
Chariama Records Limieed ity Lieesrdn
Circa Rocoxdo Limitoed 169 Recerda .
Sizen Records Limlted 66 lecords I
Virgin Claanlens Limltsd b-1aly] Records *
Virgin Musle (Publishers) Limlted 10D Musie publishins el
n Virgin Ovorgeans Limized 100 Hislding eompany '
s virgin Studios Limited ind Tecording studios -
) aAgneclatod Virgin Labels timitzd 1ot Resozdy e
) Lolsure and Entertainment Limirved pLils] Holding Company &
i Virgin 26 Limited 100 hecords -

Al) the above cempanies are reglotered in England and Walvco. “Tho rrincipal
subsidiary undertakings of Virgin ovorseas Limited are dotailed In that company’o S
accounta. B
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JIRGIN RECORDS LIMITED

Motes to the accounts

for the_vear ended 31 July 1992

STOCKS

Finished goods and goods for rcoale

DEBTORS

Trade debtors

hmountn owed by fellsw pubnidiary
undertakings

Amounts owed by subsldiary undertakinga

Othor debtors

Propaywments and acerued income

31 July 1992
£

378,000

CooRGEo

Page 13

31 July 1991
£

1,056,432

MR Iy e

31 July 1992
d

14,049,629

19,097,825
43,290,324
51C,562
352,343

28,191,473

ERANBESERN

31 July 1991

£
25,620,577
10,142,386

3,370,630
BO3,118

ETTRTA S e

39,936,711

THak 19 1T A

Trade debtors inecluda ansunts relatirg o artiste advaneces which may not be

fully reeoverarle within one year. It is not poasidle to quantiiy aceurately

such amountad.

CREDITO 6+ AHOLNETSZ FALLING BUE WITH:N ORE ¥BAR

Bank lsans and svardegaftn

Trade credicors

Amounts owad te fallew aubsidiary
undartaltings

Amounts owed to subsldiary underrakinga

other credlters insluding Laxauien

and voolal secueley

Accruale and daferrad {incewms

Corporation tax

3L July 1852
£

22,007,634
19,722,993

12,886,901
4,008,207

4 36,471
1,451,199

T ety

63,327,488

-1 1-1-2 3% 1-1-1" ]

41 July 155

T

18,003,500
35,000,037

=

1,201,836
840,728
B10, 868

L e

£3,506,737

DoLomEpEan
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VIRGIN RECORDS LIMITED

Notes to the accounts

for the vear ended 31 July 1992

CREDITORS: AMOUNTS FALLING DUE AFTER MORE
THAN ONE YEAR

Bank loans and overdrafts
Other creditors including taxation
and social socurity

PROVISIONS FOR LIABILITIES AND CHARGES

Provision for rationalisation
and restructuring cooto

CALLED UP SHARE CAPITAL

Authociasod, allovtoed, called up
and fully pald
10,000 ordinary shazas of L1 eaeh

CAPITAL EXPENDITURE APPROVED

31 July 1982
£

LTugoo

31 July 1992
£

£,338,444

NEATT KA

31 Juiy 19852
£

10,000

"RITENRN

Page 14

31 July 1991
£

2,030,000

00,0008

2,630,000

NROKG R

31 July 1991
£

p-g-i-2-4-

31 Jduly 1991
£

10,000

No capltal expandivure had bean centracted for er approved by the divestoro for

the company (1991 1 N{ly.

Hovever, the corpany, in the normal couraa of

businers, ontcera late contraets reiating to predust delivery from seecoxding

artictan.

PRIOR YEAR ADJUSTHENT

The prlox year adiuntmoent ropresents the offest of a change in accounting policy

It ie not ponolble to guantify accurcately such amounts.

for oxchanyga differancos en interescspany payable te eversean gubsidiary

undaortaling,

and lons aceount.

In accordance wlth 88AP 25 'Ferelga curroney tvanplation’ the
axchange differences on thene pavable aro mers appropriately taken Lo the profit
In the year eaded 31 July 1592 a £1,728,773 gain had bean

taken directly te rasorves and i{o now {ncluded in tho oxchange loss in the
profit and loes account,
1 August 1990 or 19%1.

Thors it no Lspaet en tho rososven brought forwazd at
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VIRGIN_RECORDS 1,IMITED

Noeteg to the accounts
for the year ended 31 July 1992

COMMITMENTS UNDER OPERATING LEASES

Annual commitments under operating
leases expiring:

Within one year

Between one and five years

CONTINGENT LIABILITY

31 JSuly 1592

£

102,714
249,327

352,041

[2f=g=1-F-f=]-]

Fage 15

31 July 1991

£

123,292
278,893

402,185

The company has undertaken togother with cortain UK undertakings within the
THORN EMI plec group to glve joint and saveral guaranties to the bank in respsct
of amounts duc to the bank from tho company and eother group undertakings.

ULTIMATE PARENT UNDERTAKING

The ultimate parent undortaking at 31 July 1992 was THORN EMI ple. The parent
undextaking of the largest and smallest group eof undartakings for which group
accounts aro drawn up and of which the ecupany is a wmembor is THORN EMY ple.
Coples of THORN EMI ple’s acccounta can he ebtained fxomi-~

THORN EMI ple

4 Tanterdon Straat
Hanovayr Straat
T.andon

ENGLAND

W1lA 2hY




