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.- BUG MUSIC LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2008

The directors present their report and audited financiai statements for the year ended 31 December 2008.

Principal activity and review of the business
The principal activity of the company continued to be that of music publishing.

In the year under review, the company made a profit before tax of £138,391 (2007: £174,763). Costs have
increased by 23% during the year, while turnover has gone up by 11%. The company's parent company Bug
Music Inc., a company incorporated in the United States of America, is expected to continue in a similar vein
in the future, although it is wishing to expand into other music areas which will impact on Bug Music Limited if
successful.

The retained profit of £96,987 (2007: £119,403) will be transferred to reserves.

The directors do not recommend the payment of a dividend (2007: £nil).

Directors
The following directors have held office throughout the year and up to the date of signing the accounts.

M A Anders
J Rudolph
D L Hirshland

Financial risk management

The company's principal financial instruments comprise bank balances, bank overdrafts, trade creditors and
trade debtors. The main purpose of these instruments is to raise funds for the company's operations and to
finance the company's operations. Due to the nature of the financial instruments used by the company there is
no exposure to price risk. The company's approach to managing other risks applicable to the financial
instruments concemed is shown below.

In respect of bank balances the liquidity risk is managed by maintaining a balance between the continuity of
funding and flexibility through the use of overdrafts at floating rates of interest. The company makes use of
money market facilities where funds are available,

In respect of loans these comprise loans from and to other group companies. No interest is charged on these
loans and amounts are repayable on demand. The company manages the liquidity risk by ensuring there are
sufficient funds to meet the payments.

Trade debtors are managed in respect of credit and cash flow risk by policies conceming the credit offered to
customers and the regular monitoring of amounts outstanding for both time and credit limits.

Trade creditors liquidity risk is managed by ensuring sufficient funds are available to meet amounts due.
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" BUG MUSIC LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2008

Statement of Directors’ reponsibilites in respect of the annual report and the financial statements
The directors are responsible for preparing the Annual 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 the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). 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 period.

In preparing those financial statements, the directors are required to:

- select suitable accounting policies and then apply them consistently,

- make judgements and estimates that are reasonable and prudent ;

- prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the company will continue in business, in which case there should be supporting assumptions
or qualifications as necessary.

The directors confirm that they have complied with the above requirements in preparing the financial
statements,

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 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.

Disclosure of information to auditors
in the case of the directors in office at the date the directors’ report is approved :

a) so far as the director is aware, there is no relevant audit information of which the company's auditors are
unaware; and

b) he has taken all the steps that he ought to have taken as a director in order to make himself aware of any
relevant audit information and to establish that the company’s auditors are aware of that information.

This report has been prepared in accordance with the special provisions of Part VIl of the Companies Act
1985 relating to small companies.

Auditors

During the year HLB Vantis Audit Plc resigned as auditors and PricewaterhouseCoopers LLP were appointed
auditors to the company and in accordance with section 385 of the Companies Act 1985, a resclution
propesing that they be re-appointed will be put to the Annual General Meeting.

On behalf of the board
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BUG MUSIC LIMITED

INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF BUG MUSIC LIMITED

We have audited the financial statements of Bug Music Limited for the year ended 31 December 2008 which
comprises the Profit and Loss Account, the Balance Sheet and the related notes. These financial statements
have been prepared in accordance with the accounting policies set out therein and the requirements of the
Financial Reporting Standard for Smaller Entities (effective January 2007).

Respective responsibilities of the directors and auditors

The directors' responsibilities for preparing the financial statements in accordance with applicable law and
United Kingdom Accounting Standards {(United Kingdom Generally Accepted Accounting Practice) are set out
in the Statement of Directors' Responsibilities. ’

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland). This repori, including the opinion, has
been prepared for and only for the company's members as a body in accordance with Section 235 of the
Companies Act 1985 and for no other purpose. We do not, in giving this opinion, accept or assume
responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it
may come save where expressly agreed by our prior consent in writing.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985. We also report to you whether in our opinion the
information given in the Directors' Report is consistent with the financial statements.

In addition we report to you if, in our opinion, the company has not kept proper accounting records, if we have
not received all the information and explanations we require for our audit, or if information specified by law
regarding directors' remuneration and other transactions is not disclosed.

We read other information contained in the Annual Report, and consider whether it is consistent with the
audited financial statements. This other information comprises only the Directors’ Repont, the company
information and all of the other information listed on the contents page. We consider the implications for our
report if we become aware of any apparent misstatements or material inconsistencies with the financial
statements. Our responsibilities do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 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
judgments 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 ail 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.




BUG MUSIC LIMITED

INDEPENDENT AUDITORS' REPORT (CONTINUED)
TO THE MEMBERS OF BUG MUSIC LIMITED

Opinion

In our opinion:

- the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted
Accounting Practice applicable to Smaller Entities, of the state of the company's affairs as at 31
December 2008 and of its profit for the year then ended;

- the financial statements have been properly prepared in accordance with the Companies Act 1985; and

- the information given in the Director's report is consistent with the financial statements.

PricewaterhouseCoopers LLP 1‘1‘““\"1 M

Chartered Accountants and Registered Auditors
London




BUG MUSIC LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2008

Notes
Turmover 2
Administrative expenses
Operating profit 3
Interest receivable and similar income 4
Interest payable and similar charges
Profit on ordinary activities before
taxation
Tax on profit on ordinary activities 5
Profit for the financlat year 12

Year

ended

31 December

2008

£
817,708

(524,335)
03,371
45,020
138,391
(41,404)

86,987

Year
endod
31 December
2007

£
556,404
(425,718)
130,685
45827
(1.549)
174,763
(55,360)

119,403

The company has no recognised gains or losses other than the results for the year as set out above and

accordingly no seperate statement of total recgnised gains anf losses has been presented.

There is no difference between the profit on ordinary activities after taxation and the profit for the financial year

stated above and their historical cost equivalents.

The above results are all derived from continuing operations.
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" BUG MUSIC LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2008
2008

Notes £ £ £ £
Fixed assets
Tangible assets 6 10,684 14,498
Current assets
Debtors 7 524,919 302,847
Cash at bank and in hand 1,455,044 1,294,384

1,879,063 1,567,231
Creditors: amounts falling due within
one year 8 (1,588,674) {1,317,419)
Net current assets 381,289 279,812
Total assets less current liabilities 391,973 294,310
Provisions for liabilities and charges 9 (676) -
391,297 294,310

Capital and resarves
Called up share capitat 1 100 100
Profit and loss account 12 391,197 204,210
Shareholders' funds 13 391,297 294,310

These financial statements which comprise the profit and loss account, the balance sheet and the related
notes, have been prepared in accordance with the special provisions of Part Vil of the Companies Act 1985
relating to small companies and with the Financial Reporting Standard for Smaller Entities (effective January

2007).

Approved by the Board for issue onct & 08/09

Director
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| BUG MUSIC LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008

11

1.2

13

14

15

1.6

17

1.8

Accounting policles

Accounting convention
The financial statements are prepared under the historical cost convention and in accordance with the
Financial Reporting Standard for Smaller Entities (effective January 2007).

Campliance with accounting standards

The financial statements are prepared in accordance with applicable United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice), which have been applied
consistently.

Turnover

Tumover represents the company’s share of royalties and fees received, net of any applicable Value
Added Tax. Revenue is recognised at the point where commissions are received from the relevant
societies. Lapsed commissions are recognised when the time to make enquiries has elapsed.

Tanglble fixed assets and depreciation

Tangible fixed assets are stated at cost less depreciation. Depreciation is provided at rates calculated to
write off the cost less estimated residual value of each asset over its expected useful life, as follows:

Leasehold improvements Over the term of the lease
Office equipment 25% reducing balance
Leasing

Rentais payable under operating leases are charged against income on a straight line basis over the
lease term.

Pensions

The company contributes to defined contribution pension schemes. The assets are heid separately from
those of the company in independently administered funds. Contributions payable for the year are
charged in the profit and loss account in the period to which they relate.

Deferred taxation

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the
balance sheet date, where transactions or events that result in an obligation to pay more tax in the future
or a right to pay less tax in the future have occurred at the balance sheet date.

A net deferred tax asset is recognised as recoverable and therefore recognised only when, on the basis
of all available evidence, it can be regarded as more likely than not that there will be suitable taxable
profits against which to recover carried forward tax losses and from which the future reversal of
underlying timing differences can be deducted.

Deferred tax is measured at the average tax rates that are expected to apply in the periods in which the
timing differences are expected to reverse, based on tax rates and laws that have been enacted or
substantively enacted by the balance sheet date. Deferred tax is measured on an undiscounted basis.

Foreign currency translation

Monetary assets and liabilities denominated in foreign currencies are translated into sterling at the rates
of exchange ruling at the balance sheet date. Transactions in foreign currencies are recorded at the rate
ruling at the date of the transaction. All differences are taken to profit and loss account.

-7-
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" BUG MUSIC LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2008

19

Accounting policles

Advances

{continued)

The company makes advances to artists against future royalty income. These advances, net of any

provisions, are shown as debtors recoverable within one year.

Tumover

Geographical market 2008 2007
£ £

United Kingdom 463,280 417,303

Rest of the world 154,428 139,101

617,708 556,404

Operating profit 2008 2007
£ £

Operating profit is stated after charging:

Depreciation of owned tangible assets 8,675 7,803

Auditors' remuneration - for the provision of audit services 18,700 4,500

Directors' emoluments 73,250

68,856

The number of directors for whom retirement benefits are accruing under money purchase pension

schemes amounted to 1 (2007 - 1).

Interest recelvable and simllar Income 2008
£
Bank interest receivable 45,020

2007
£

45,627
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BUG MUSIC LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2008

Taxation

U.K. comporation tax
Current tax charge

Deferred tax

Origination and reversal of timing differences

Tangible fixed assets

Cost

At 1 January 2008
Additions

At 31 December 2008
Depreciation

At 1 January 2008
Charge for the year
At 31 December 2008

Net book value
At 31 December 2008

At 31 December 2007

Leasehold
Improvements
£

7.380

7,380
5,085
2,285

7,380

2,285

2008 2007
£ £
38,808 58,596
38,808 58,596
2,598 (3.236)
41,404 55,360
Plant and Total
machinery
£ £
73,167 80,547
4,861 4,861
78,028 85,408
60,954 66,048
8,390 8,675
67,344 74,724
10,664 10,684
12,213 14,408
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BUG MUSIC LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2008

7 Debtors 2008 2007
£ £
Trade debtors 161,558 41,882
Amounts owed by group undertakings and undertakings in which the
company has a participating interest 17,314 38,067
Other debtors 348,046 222 668
Deferred tax asset (see note 9) - 1,820

524,919 302,847

Amounts owed to group undertakings are not interest bearing and have no fixed date for repayment.

8 Creditors: amounts falling due within one year 2008 2007
£ £
Trade creditors 23 36,317
Taxation and social security 184,369 119,185
Other creditors 1,414,212 1,161,817

1,598,874 1,317,419

8 Provislons for llabllitles

Deferred tax
£
Balance at 1 January 2008 {1,920)
Profit and loss account 2,586
Balance at 31 December 2008 676
The deferred tax liability is made up as follows:
2008 2007
£ £
Accelerated capital allowances 676 1,433
Other timing differences - (3,353)

676 {1,920)

-10-
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BUG MUSIC LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2008

10

1"

12

13

Pansion costs

Defined contribution scheme

The pension cost charge represents contributions payable by the company. Contributions totalling £nil

(2007: £nil) were payable at the year end.

Contributions payable by the company for the year

Share capltal
Authorised
100 Ordinary shares of £1 each

Allotted, called up and fully pald
100 Ordinary shares of £1 each

Profit and loss account

Balance at 1 January 2008
Profit for the financial year

Balance at 31 December 2008

Reconcillation of movements In shareholders’ funds

Profit for the financial year
Opening shareholders’ funds

Closing shareholders' funds

2008 2007
£ £
52,409 34,081
2008 2007
£ £

100 100
100 100

£

284,210

96,887

381,197
2008 2007
£ £
98,987 118,403
294,310 174,807
284,310

391,297

-11-
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BUG MUSIC LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2008

14 Ultimate controliing party

The Company is a direct subsidiary of Bug Music Inc, a company incorporated in the United States.

The smallest group of which Bug Music Limited is a member and in which the results of the Company are
consclidated is that headed by Bug Music Inc.

Bug Music Inc is owned 94.37% by Crossroads Media LLC, a company incorporated in the United States.
The directors consider Crossroads Media LLC to be the Company’s ultimate parent company.

Crossroads Media LLC is controlled by Spectrum Equity Investors, L.p. a private equity fund. Spectrum
Equity Investors L.p. is considered to be the uttimate controiling party.

15 Related party transactions

At the year end, £17,314 (2007 - 36,087) was due to Bug Music Limited from its parent company, Bug
Music Inc.

-12-
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