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DIRECTORS' REPORT

The Directors present their report and the financial statements for the year ended 31 March 201 1.

Prnncipal Activities and Review of the Business

The Company 1s a wholly owned subsidiary of EMI Group Worldwide Holdings Limited Citigroup Inc
1s the ulimate parent undertaking

The principal activity of the Company 1s that of an investment holding company. There has not been any
change to the principal activity of the Company during the year ended 31 March 2011 or subsequently.
The Company did not trade dunng the year and made neither a profit nor a loss The directors do not
anticipate any change to the pnincipal activity of the Company dunng the next year

Principal Risks and Uncertainties

The Company operates as part of the EMI Group Worldwide Holdings Limited Group (“‘the Group™) and
all of 1its transactions are with fellow Group undertakings As such 1ts activities are dependent on the
activities of the Group as a whole

The nsks and uncertainties facing the Company are linked to those of the Group A detaled discussion
of the Group nsks and uncertainties 1s contained in EMI Group Worldwide Holdings Limited’s annual

report.

Results and Dividends

The Company did not trade dunng the year and made neither a profit nor a loss. The Directors
do not recommend payment of a dividend (2010 £mil).

Directors

The Directors throughout the year were as follows:

S P Naughton (Appointed 15.04.2010)
D N Kassler (Appointed 08.07.2009)
R C Faxon {(Appointed 16.12 2010)
R C Prior {(Appointed 16 12 2010)

D’Urbano (Resigned 15.04 2010)




Company No 2074980
Virgin Record Classics Limited

Darectors’ report and financial statements
31 March 2011

DIRECTORS' REPORT (continued)

Directors' Qualifying Third Party Indemmnity Provisions

An intermediate parent undertaking, EMI Group Limited has maintained insurance to cover Directors'
and Officers' liability as permitted by Section 233 of the Compamies Act 2006.

Certain directors benefit from quahfying third party indemnity provisions at the date of this report
Donations

Grants and chantable donations made during the year amounted to £nil (2010: £mil). There were no
political contributions made during the year (2010: £mil})

Auditors

In accordance with Section 480 of the Companies Act 2006 the Company 1s exempt from the obligation
to appoint auditors.

By Order of the Board

S P-Naughton

Director

b December 2011 Registered Office
27 Wnghts Lane
London
W8 58W
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STATEMENT OF DIRECTORS' RESPONSIBILITIES IN RESPECT OF THE DIRECTORS'
REPORT AND THE FINANCIAL STATEMENTS

The directors are responsible for preparing the Directors’ Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that
law they have elected to prepare the financial statements in accordance with UK Accounting Standards
and applicable law (UK Generally Accepted Accounting Practice)

The financial statements are required by law to 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 peniod.

In prepanng these financial statements, the directors are required to
» select suitable accounting policies and then apply them consistently,
» make judgments and estimates that are reasonable and prudent;

» state whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained in the financial statements, and

» prepare the financial statements on the going concern basis unless 1t is mappropriate to presume that
the company will continue tn business.

The directors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any time the financial position of the company and enable them to ensure that 1ts financial
statements comply with the Companies Act 2006 They have general responsibility for taking such steps
as are reasonably open to them to safeguard the assets of the company and to prevent and detect fraud
and other 1rregulanties
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PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 3t MARCH 2011

Duning the financial year and the preceding financial year the company did not trade and received no
income and 1ncurred no expenditure. Consequently, during those years the company made neither a
profit nor a loss. There are no recognised gains and losses attributable to the shareholders for those years

BALANCE SHEET - 31 MARCH 2011

Note 2011

CURRENT ASSETS: DEBTORS
AMOUNTS FALLING DUE WITHIN ONE YEAR

2010

15,605,534
(15,605,533)

Amount due to Group undertaking 1
NET ASSETS

CAPITAL AND RESERVES

Called up share capital 2 15,605,534
Profit and loss reserve (15,605,533)
SHAREHOLDERS’ FUNDS 1
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BALANCE SHEET - 31 MARCH 2011 (Continued)

(a) For the year ended 31 March 2011 the Company was entitled to exemption under Section 480 of the Companies Act
2006

(b) No members have required the Company to obtain an audit of 1ts accounts for the year 1n question mn accordance
with Section 476 of the Compantes Act 2006

() The directors acknowledge their responsibility for

() ensuning the Company keeps accounting records which comply with Section 386, and

(1) preparing accounts which give a true and fair view of the state of affairs of the Company as at the end of the |
financial year, and of 1ts profit or loss for the financial year, 1n accordance with the requirements of Section
393, and which otherwise comply with the requirements of the Companies Act relating to accounts, so far as
applicable to the Company

These financial statements were approved for issue by the Board of Directors on {bDecember 2011
and were signed on 1ts behalf by

S P Naughton

Director
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NOTES TO THE FINANCIAL STATEMENTS

1

ACCOUNTING POLICIES

Basis of Preparation

The financial statements are prepared under the histonical cost convention

The financial statements are prepared 1n accordance with applicable accounting standards.
Foreign Currencies

Transactions 1n foreign currencies are recorded using the rate of exchange ruling at the date of
the transaction. Monetary assets and hiabilities denominated 1n foreign currencies are translated
using the contracted rate or the rate of exchange ruling at the balance sheet date and the gains or
losses on translation are included 1n the profit and loss account

Cash Flow Statement

Under Financial Reporting Standard 1 the Company 1s exempt from the requirement to prepare a
cash flow statement on the grounds that a parent undertaking includes the Company 1n 1ts own
published consolidated financial statements

Related Parties

As the Company 1s a wholly owned subsidiary of EMI Group Worldwide Holdings Limited, the
Company has taken advantage of the exemption contamned in FRS 8 and has therefore not
disclosed transactions or balances with entities which form part of the Group (or investees of the
Group qualifying as related parties) The consohdated financial statements of EMI Group
Worldwide Holdings Limited, within which this Company 1s included, can be obtained from the
address given 1n note 3.

Taxation

The charge for taxation 1s based on the profit or loss for the year and takes 1nto account taxation
deferred because of timing differences between the treatment of certain items for taxation and
accounting purposes.

Deferred tax 1s recogmsed, without discounting, 1n respect of all timing differences between the
treatment of certain items for taxation and accounting purposes which have arisen but not
reversed by the balance sheet date, except as otherwise required by FRS 19.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

2 SHARE CAPITAL 2011 2010
£ £
15,604,534 Allotted, called up and
fully paid Ordinary shares of £1 each 15,605,534 15,605,534

3 PARENT UNDERTAKING

The immediate parents of the Company are Virgin Records Limited holding 15,605,533 shares
and EMI Nominees Limited holding 1 share. The ultimate parent undertaking and controlling
party 1s Citigroup Inc , a company registered in Delaware, United States of America

The parent undertaking of the largest and smallest Group to consolidate these financial
statements 15 EMI Group Worldwide Holdings Limited Copies of the consolidated financial
statements of EMI Group Worldwide Holdings Limited for the year ended 31 March 2011 can be
obtained from the Company’s registered address, 27 Wrights Lane, London W8 5SW

4 DIRECTORS’ EMOLUMENTS AND STAFF COSTS

No Director recerved any remuneration duning the year 1n respect of his services to
the Company (2010 £ml) The Company had no employees dunng either the current or prior
year.

5 TERMS OF INTERCOMPANY BALANCES

Amounts to and from fellow Group undertakings and parent undertakings are repayable on
demand and are interest free.

6. CONTINGENT LIABILITIES

Virgin Records Classics Limited acceded, on 28 January 2008, to a debenture dated 30 August
2007 (as amended, supplemented, novated, extended, restated or varied from time to time) and
made between, EMI Group Worldwide Holdings Limited (formerly known as Maltby Acquisitions
Limmted) and Citibank, N A, London Branch as Secunty Agent, pursuant to which the company
charged, by way of mortgage or fixed charge or assign by way of secunty (as appropriate) all of
their night, title and interest 1n certain assets, charge all or substantally all of their present and
future assets and undertaking by way of first floating charge in favour of the Secunity Agent to
secure the repayment of the Secured Liabilities (as defined therein) and covenant that they will, on
demand, pay and discharge the Secured Liabilities
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

7. SUBSEQUENT EVENTS

On 11 November 2011, Citigroup Inc signed defimtive agreements to sell EMI Recorded Music to
Umiversal Music Group and EMI Music Publishing to an investor Group (the ‘Investor Group’) that
comprised of Sony Corporation of America, the Estate of Michael Jackson, Mubadala Development
Company PJSC, Jynwel Capital Limited, the Blackstone Group’s GSO Capital Partners LP and
Dawvid Geffen

The transactions are subject to certamn closing conditions, including the approval by relevant
regulatory authorities and the separation of the two businesses. Additionally the sale of EMI
Recorded Music is conditional on Citigroup taking over the responsibility for EMi's UK defined
benefits pension scheme

The sale agreements specify that the transactions must be completed in 22 months for Recorded
Music and 12 months for Music Publishing. Failure to complete the sale on these specified timings
will result 1n one or both businesses being retained by Citigroup

On completion of the sale, the buyers will repay the outstanding debt from Citigroup for the business
they are buying. After the completion of the sales, Umiversal Music Group will finance Recorded
Music using 1its existing faciiies The Investor Group will raise new financing to fund Music
Publishing



