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VIRGIN RECORDS LIMITED
STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2022

The directors present their strategic report ‘for!the company for the year ended 31 December 2022,

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The principal activity of the company during the year was the sale and distribution of all forms of recorded music and
- . merchandise. The company is part of Universal Music Group's UK operations.

The result of the company for the year ended 31 December 2022 and its posmon as at. that date are set out in the statement of
comprehensive income, statement of financial position and statement of changes in equity on pages 16, 17 and .18 respectively.
The result and position of the company were in line with directors' expectations. .

RESULTS AND DIVIDENDS
The company's proﬁt for the financial year was £29,880,000 (2021' £17,720,000).

The retained profit for the year has been transferred to reserves. The directors do not recommend a dividend payment for the year
ended 31 December 2022 (2021: £nil). .

KEY PERFORMANCE INDICATORS

The company uses a variety of performance indicators to review historical performance and plan for the future The key indicators
"are turnover, gross profit margin and net assets as described below.

Turnover

. Turngver grew by 9% compared to the previous year, driven by increasing demand for streaming services, alongside a growth in
recording studio activity and retail sales at the Company's Abbey Road Studios, following a year Wthh had a more limited 1mpact '
from COVID 19

'Gross profit margm
Gross profit margin grew shghtly to 64% (2021: 62%) as a result of a change in product mix.

Net assets
Net assets increased to £1,075,401,000 (2021: £1, 045 521 000) driven by the company s continued profitability.

' SECTION 172 STATEMENT

Under section 172 of the Companies Act 2006, the board of directors of a company must act to promote the success of the
company for the benefit of its members as a whole.

The board of directors of Virgin Records Limited (the "board") constantly assessés the implications of decisions made, in terms of
both the potential long-term consequences for the company, together with the impact on our stakeholders including shareholders,
artists, employees suppliers and customers, the wider community and the env1ronment

The company is a member of the Universal Musrc UK group ("UMUK"). In making thrs statement the directors are referring to
the relevant activities of the group.
Shareholders

The company is ultimately owned by Universal Music Group N.V. ("UMG N.V.'!), a company incorporated in the Netherlands.
The board regularly communicates with UMG N.V. regarding strategy and performance through multiple channels, including:

Regular and timely management accounts; . . . ' . )
Detailed and accurate financial budgets and forecasts; ' .
Collaboration as part of the UMG N.V. cash management policy; and

Consultation and approval of any signiﬁcant investment and acquisition decisions.
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VIRGIN RECORDS LIMITED
'STRATEGIC REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2022

SECTION 172 STATEMENT (continued)
Artists

The board recognises that the success of our artists is key to maintaining Universal Music's position as the UK's leading music
company. Our Artist & Repertoire teams contlnue to work with their exrstmg artlsts to create great new music, whilst 1dent1fy1ng
and nurtunng emerging artists.

In. 2022 UMG launched its worldw1de goodwill program benefiting certain legacy recording artists- and songwrrters with
unrecouped balances. Under the ongoing program, eligible creators and their immediate heirs who have not received any
payments since January 1, 2000, erl begin receiving royaltles subject to certain conditions. '

Relatedly, UMG's Royalty Artist Assistance Program contmues to assist our partners in need. The program oﬂers featured artists
in financial need with the ability to request advances on royalty payments durmg times of financial hardship. Additional Universal
Music Group initiatives address. artists' mental health and wellbeing. For example, recognising that the life of an artist can present

" unique challenges and stressors, UMUK created a bespoke program to provide artists with a confidential space to support their
personal development, wellbeing, and mental health. In addition to confidential counselling services provided by an inhouse
BACP-registered counsellor with over 20 years of experience in the music industry, the service includes referrals to other kinds of
professional wellberng services and assistance as needed. The program supports artists at all stages of their careers and provrdes a
resource for staff working with an amst to flag potential concerns with a- tramed professional.

UMUK also hosted its second artist wellbeing and mental health seminar in May 2022 for artist managers at the offices in King's
Cross following an earlier event in 2018 at Abbey Road Stud1os -

In 2022, UMUK partnered with Help Musicians to launch the “Co Pilot” program, a ground breaking musicians’ mentoring
network. The Co-Pilot initiative matches UMG employee mentors with musicians to share knowledge, skills, and expertise, with
many of the mentorship relatronshrps continuing beyond the program ’s culmrnatron

Employee engagement

The board understands that UMUK's staff are at the heart of everything we do as a business, and also the importance of an
engaged and dynamic workforce to ensure we can respond to ‘the changing musical landscape.

Mental health and well-being remain a key focus. UMUK provided targeted programmmg and resources to honour World Mental
Health Day and Mental Health Awareness week, including therapist sessions focused on "Improving Connection and Belongmg
as well as community meet-ups and art therapy classes.

Finally, to ensure all employees share in the success of the busmess we have continued the pohcy «of employees on lower salanes
receiving larger percentage pay increases followmg the annual pay review.

Business relatronshlps - suppliers and customers
The board considers that our relationship with all-suppliers and customers is critical to the day to day running of our operations.

Our accounts payable team continues to work closely with suppliers to ensure that the payment process runs smoothly, and for the
6 months ‘ended 31 December 2022 our average time to pay invoices was 42 days.
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VIRGIN RECORDS LIMITED ,
STRATEGIC REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2022

SECTION 172 STATEMENT (continued) °

The community
The board believes that music. can play a vital role in bringing people together, working for positive change within communities.

In 2020 Unlversal Mus1c Group established 1ts Task Force for Meanmgful Change, an employee led group focussed on equahty,
justice and inclusion. Imtlatlves in 2022 in the UK included: ,

e Partnering with Generation Works to develop a unique opportunity for young musicians to access recording space and receive
_mentorship from music industry experts, including A&R, production, management, and digital marketing professionals.

e Production of a series of" interactive workshops to showcase classical instruments and repertoire from marginalized Black
classical composers, performed by Black and ethmcally diverse musicians from Decus Ensemble. The workshops were
conducted in partnership with Live Music Now in six London primary schools w1th high percentages of pupils from minority
ethnic backgrounds with limited or no classical music tuition.

UMUK supports the Universal Music UK Sound Foundation (UMUKSF), an independently funded charity that focuses on lifting
. up the next generation of talent across the region. UMUK also maintains its partnership with East London Arts & Music (ELAM),
the free school for l-6-l9—year-olds founded in 2014 which involves providing curriculum advice and work experience to trainees

Likewise, we continue to support The BRIT Trust - the music industry charity that promotes education and wellbemg through
music, such as The BRIT School and Nordoff Robbms music therapy. -

In April 2022, over 100 guests from the music 1ndustry, government, academia and the health and social care sectors came

. together at. UMUK's offices for the launch of the Power Of Music. This is a new study, supported by UMUK, from Music for
Dementia/UK Music which outlines a blueprint for usmg music to help improve the nation's health, particularly for those living
with dementla : .

The environment

In.2017 UMUK moved into its current headquarters at 4 Pancras Square certified as 'Outstanding’ by BREEAM, reflecting the
board's désire to make the business as environmentally friendly as possible. The location of the office means that virtually all staff
now come to work on public transport. We provide facilities with secure parking for 186 bikes, showers and a towel service. 2022
operations at this location and at Abbey Road Studios were powered by 100% renewable electricity. :

Furthermore, the staff cafe promotes a low carbon diet by offering daily vegetarian and vegan dishes and a Meat Free Monday.
Food waste is actively managed and food provenance schemes, such as MSC seafood, are adhered to when sourcing ingredients.
UMG signed the Music Climate Pact in 2021, with high. level commmnents to change, mcludmg s:gnmg up to the Science Based
Targets initiative. -

UMUK has been an active board member and financial supporter of Julie's Bicycle, the environmental non-for-profit organisation
that supports the creative sector, - since its inception 1n 2007. We achleved a 4* certification from their Creative Green
accredltatlon scheme for 2021.

- Our staff sustainability forum, Team Green, was established in 2007 and has board level support. It works on numerous initiatives
throughout the year, including those mentioned above. This also included celebrating Earth Month which featured sessions on
sustainable merchandise and UMG's response to the climate crisis.
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VIRGIN RECORDS LIMITED
STRATEGIC REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2022

SECTION 172 STATEMENT, (continued)

Maintaining a reputation for high standards of business conduct

The company has a code of conduct on which all employees are certified annually, to encourage ethical behaviour as well as to
highlight possible ethical threats which could be faced by employees.

The company maintains high standards of expected conduct for _its -employees and has clearly deﬁned procedures for its
employees to report any concerns internally. This incorporates anti-bribery training, commercial sensmwty and appropriate
workplace conduct.

~ The directors are acutely aware of the high-profile nature of the Universal Mu51c brand and make every effort to both protect this
reputation and live up to its standards. :

ENERGY & CARBON REPORTING STATEMENT

This section of our strategic report discloses our operational energy and carbon footprint in line with the UK govemment'
Streamlined Energy and Carbon Reporting ('SECR") initiative.

Tn 2022 the company had a carbon footprint of 249 tCO2e using location-based approach. This is up 4% from 240 tCO2e in 2021. *
The increased carbon footprint is mostly due to.an increase in use of natural gas from 2021 to 2022, offset with a reduction in use
of rental and personal cars. ° : ‘

Methodology

To comply with SECR the company has reported on all emission sources required under The Companies (Directors Report) and
* Limited Liability Partnerships (Energy and Carbon Report) Regulatlons 2018.

Our emissions have been calculated in line with the GHG Protocol Corporate Accounting and Reporting Standard (revised
edition). Both location-based and market-based cmissions have been calculated using emission factors fioin the Department of
Business, Energy & Industrial strategy (Greenhouse gas reporting: conversion factors for 2021 and 2022 respectively for
location-based) and suppher-specrﬁc fuel mixes for market—based
In line with SECR requlrements the emissions reported are: the same as'those which would be reported based on a fmanmal
control boundary. The company's Scope 2 emissions relate in part to the office at 4 Pancras Square, where the company is based
" alongside other Universal Music UK companies. They have been calculated by allocating the total emissions of the site based on
the square footage occupied by the company. The remainder of the scope 2 emissions relate to the Abbey Road Studios location.

In 2022 the company has been able to calculate the Scope 2 emissions generated from its use of*Steam. As a result, the 2021
comparative figures have been amended to include these emissions within Tables 2, 4, 5 and 6. ' :

UK Annual Energy and Carbon

Table 1 shows the company's Scope 1 emissions, including consumption of fuel by fleet or company cars, or fugitive emlssmns .
from refrigerants ‘The 4 Pancras Square site does not have natural gas, or lquId fuels from generators and equipment

Natural Gas Refrigerants

925 | N/A . -
1850 23.09

|
1 Scope 1
|

2021 "} 5050419 |
2022 | 108,599.07 )h' 19.82 .
Table 1. Scope I Emissions

I
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VIRGIN RECORDS LIMITED
STRATEGIC REPORT (continued) '
FOR THE YEAR ENDED 31 DECEMBER 2022

ENERGY & CARBON REPORTING STATEMENT (continued)
" UK Annual Energy and Carbon (continued) '

Table 2 shows our Scope 2 emissions, based on electricity consumed.

Scope Electricity rCO2e 1CO2e Steam tCO2e tCOR |
’ L p _ hwh (location) | (market) kWh {location) mdrl\ct) |
: 2021 1,200,390.58 23276 . 39 886. 52 6.81 . 6.81
2022 1,095,514.72] 218.65 6.80. 39,827.77 '6.80 6.80-

Table 2: Scope 2 Emzsszons ‘

, Table 3 shows our Scope 3 emlssmns being energy consumed through use of rental or personal cars.

!

Transport - Diesel Transport - Petrol

Scope J )
' *
2021 .| 77339 - 018 | 126116 | 029
2022 409.27 0.10 433.54 0.10.

Table 3: Scope 3 Emissions

A summziry of all the emissions reported in line with our SECR disclosure is shown in Table 4.
Scope 2 SLope 2 Total 'lal j

2021 239 57 6 81 0 47 240.04 728 |

12022 | 23.09 22545 13.60 0.20 248.73_ 36.88 .
Table 4: Total carbon emissions

A summary of all the kWh energy reported in line with our SECR disclosure is shown in Table S.

2021 ] 50 504. 19 I3 240 277. 10 2 034 55 |1, 292 815 84
2022 108,599.07 |1,135.342.49 842.81 1,244,784.37
Table 5: Total kWh energy

Table 6'contains our chosen intensity ratios of tonnes of carbon dioxide equivalent per square foot. -

\/Lukct bascd
tCO7c /sqlt tCO’7c /sqfr

2022 ©0.0034 | 0. 0005
Table 6: Intensity ratio (tCO2 e/sq[ 1) 6: Intensity ratio (zCO4e/sqf )
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VIRGIN RECORDS LIMITED
STRATEGIC REPORT (contmued)
FOR THE YEAR ENDED 31 DECEMBER 2022

ENERGY & CARBON REPORTING STATEMENT (continued)
Energy'eﬂici'ency actions

. The company is Apart of the wider Universal Music Group, which through its Environment, Social, and Governance program is
- focused on climate and related envrronmental issues, 1ncludmg the accurate measurement and reporting of company-related
- greenhouse gas emissions.

Al

At a local level, the company makes a conscious effort to incorporate energy efficiency measures wherever possible into its
decision-making processes. In 2017 Universal Music UK moved into 4 Pancras Square, an energy-efficient-building, which is
scored as a BREEAM Outstanding. Below are some of the features which provide significant energy savings:

* o In 2021 the Kings Cross Estate declared itself carbon neutral, including the embodied carbon form construction.
- The on-site energy centre, previously powered by fossil fuel, is now powered by gas from an Anaerobic Digestion plant in
Scotland which has much lower associated carbon emissions.
Building Management System optimised for efﬁcrencres
Electricity at the site is sourced from a green tariff.
-LED lights, some motion censored.
Site orientation, solar shading, and use of thermal mass for coolmg and passrve ventrlatron
Water-saving and recycling technologres ' N
Heating and cooling pumps which circulate heated/cooled air, varying their speed and volume supplied based on demand;
Water meters to record the amount of water used in each area and identify water savings where possible; :
Toilets fitted with duel flush mechanisms to limit the amount of water wasted when ﬂushmg, and
Basm taps with air mixed with water to minimise water use.

!

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The company uses a variety of financial instruments mcludlng cash, equity and other instruments such as artist advances,
intercompany receivables and trade/intercompany payables that arlse dlrectly from its operations.

The directors are of the view that the main risks arising from the company s ﬁnancral instruments are exchange rate risk, interest
rate risk, liquidity risk and credit risk, as summarised below: -

' Exchange rate risk
Exchange rate fluctuation presents a risk because some sales are priced in overseas currencies, ‘and certain balances are ,
denominated in currencies other than Sterling. The directors do not consider that the potential downside is significant enough to
requrre hedging but continue to monitor the potential risk.

Interest rate nsk o
The company does not have any external borrowings and as such the directors consider the interest rate risk to be mlmmal at thlS
stage.

’

Ltqutdtty rtsk

The company does not hold any bank accounts, and 11qu1d1ty is managed via mtercompany loans and through the cash

management policy of its ultimate parent company, Universal Music Group N.V.. Financial risk is managed by ensuring liquidity

_is sufficient to meet future needs, and that sufficient funding is in place before any new commitments are entered into. Cash flow
forecasts are monitored by management on a regular basis."

Credit risk

The principal credit risk arises from trade debtors. Management approve credit terms for all new custorners, and regularly review

the credit position of-existing accounts.
. . . \
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VIRGIN RECORDS LIMITED
STRATEGIC REPORT (contlnued)
FOR THE YEAR ENDED 31 DECEMBER 2022

PRINCIPAL RISKS AND UNCERTAINTIES
The company is faced with similar risks and uncertainties as other companies operating in the recorded music business, broadly:
o the continuing trend of declining physical retail sales; . . '
. '.competition from alternative entertainment products; ‘
- & the threat of a devalued product due to piracy and the iAllegal use of music; and

uncertainty as to whether the growth in subscription services will continue in the longer term.

All risks and uncertainties are regularly monitored by the dircciors, including the following:

Climate change .

Whilst the company is not considered to be part of a heavy emlttmg industry, the directors recognise the 1mportance of reducing
its impacts and moving towards being a zero carbon operation.

" Initiatives the company is involved in are disclosed within.the sec‘tion 172 statement in the Strategic Report.

FUTURE DEVELOPMENTS .

Notwithstanding the risks and uncertalmtles outlined above; the directors do not’ antlclpate any 51gmﬁcant change in the actlvmes
,and results of the company in the foreseeable future

This report was approved by the Board and signed on their behalf.

DocuSlgned by: .
| David S(wyyc
80890A508777AEO

DRJ Sharpe
Director

Date: 18 May 2023
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VIRGIN RECORDS LIMITED | |
DIRECTORS' REPORT * .~ o L
FOR THE YEAR ENDED 31 DECEMBER 2022

T

The directors present their repon together w1t.h the financial statements and the audltor s report of the company for the year ended
31 December 2022. :

They have mcluded the following matters w1thm the strateglc report otherwise required to be disclosed in the directors' report, as
they are considered to be of strategic importance to the company.

o '~ Results and dividends; :

e Energy & Carbon Reportmg Statement

S172 Reporting Statement; :

Financial risk management objectives and pollc1es and
o - Future developments. °

DIRECTORS
The directors who served the company during. the year and subsequently were as follows:

AM Barker
BJ Muir ©
DRJ Sharpe

~

DIRECTORS' QUALIFYING THIRD PARTY INDEMNITY PROVISIONS

A qualifying third party indemnity provision remains in force as at the date of approving the directors' report, subject to the
provisions of section 236 of the Companies Act 2006. Universal Music Group N.V., the ultimate parent undertaking, maintains a
Directors & Officers Liability Programme-which indemnifies directors’ personal l1abllmes resulting from alleged wrongful acts
commltted in the line of their employment in relation to the company and its subsidiary undertakings.

POLIC¥ ON THE PAYMENT OF CREDITORS

It is the company's policy that payments to suppliers are madé.in accordance with those terms and conditions agreed between the
company and its suppliers, provided that all trading terms and conditions have been complied with.” :

DONATIONS
During the year the company made the following contributions:

Co 2022 2021

£'000. - £000
Charitatble donationsi : - ' . o S - 25
- 25
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VIRGIN RECORDS LIMITED
. DIRECTORS' REPORT (contlnued)
" FOR THE YEAR ENDED 31 DECEMBER 2022

DIRECTORS' RESPONSIBILITIES STATEMENT

The directors are. responsible for’ preparmg the annual report ‘and the financial statements in accordance with applicable law and
. regulatlons

’ 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), including Financial Reporting Standard 102 "The Financial Reporting
Standard applicable in the UK and Republic' of Ireland". Under company law. the directors must not approve the financial
statements unless they are satisfied that they 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 year In preparing these financial statements the directors are required to:

o select suitable accountmg policies and then apply them cons1stently;

e make judgements and acconnting estimates that are reasonable and prudent;

e state whether applicable UK Accounting Standards have been followed, subject to any materral departures dlsclosed and
explained in the financial statements; and . ’

e _ prepare the financial statements on the going concern’ ba31s unless it is inappropriate to presume that the company will
continue in business. A

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company's
transactions and 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 2006. They are also responsible for safeguarding the assets of the
company and hence for takmg reasonable steps for the prevention and detection of fraud and other irrégularities.

The drrectors are responsible ‘for the maintenance and 1ntegr1ty of the corporate and financial information included on the
company's website. Legislation in the United Kingdom governing the preparation and drssemmatlon of financial statements may
differ from legislation in other Junsdlctrons

~ AUDITOR

In so far as-each of the directors at the date of approving this report are aware:

e there is no relevant audit information of which the company's auditor is unaware; and

e each director has taken all steps that they ought to have taken as a director to make themselves aware of any relevant audit .
information-and to establish that the company's auditor is aware of that information. : . :

This conﬁrmatlon is given and should be interpreted in accordance w1th the provrsrons of sectlon 418 of the Companies Act 2006.

Pursuant to Sectron 487 of the Companies Act 2006, Delortte LLP w1ll be deemed to be reappomted and will therefore continue in
office. :

10
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VIRGIN RECORDS LIMITED -
‘DIRECTORS' REPORT (contmued)
FOR THE YEAR ENDED 31 DECEMBER 2022

GOING CONCERN ' 4 _
The company's business activities, together with the factors likely to affect future developments, its financial exposures and its
.risk exposures are described in the. strategic report. After making enquiries, the directors have a reasonable expectation that the
company has adequate resources available to it to continue in operational existence for the foreseeable future, and at least 12-
. months from the date the financial statements are authorised for issue. Additionally, the company has received confirmation from
Universal Music Group N.V.; the company's ultimate parent undertaking, of its intention to provide financial and other support to
the extent necessary to enable the company to continue to pay its liabilities as and when they become due for a period not less
than one year from the date of approval of these financial statements Accordmgly, they continue to adopt the going concern ba51s
in preparing the financial statements .

This report was approved by the Board and 51gned on their behalf.

Docusignedby: o N . =
BolaPbioye
8C3863FBY90C4CC... . - . :
A Abioye . ‘ - SR : . | | .
Company Secreté.ry 4 _ | ‘ 4 " . } '
Date: 18 May 2023 . - o o ‘ ' o 7
Company Registration Number: 01070953 , ' »

1
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VIRGIN RECORDS LIMITED
INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF VIRGIN RECORDS LIMITED
FOR THE YEAR ENDED 31 DECEMBER 2022

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Opinion
In our opinion the financial statements of Virgin Records Limited (the 'compény')' '

"o give a true and fair view of the state of the company's affalrs as at 31 December 2022 and of its profit for theryear then
ended;
o . have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, mcludmg
Financial Reporting Standard 102 "The Financial Reporting Standard applicable in the UK and Republic of Ireland" and
e have been prepared in accordance with the requlrements of the Compames Act 2006

We have audited the ﬁnanclal'statements which comprise:

the statement of comprehensive income;

the statement of financial position;

the statement of changes in equity; -
.the statement of accounting policies; and

the related notes 1 to 22. e

The financial reporting framework that has been applied in their preparation is applicable' law and United Kingdom Accounting
Standards, including Financial Reporting Standard 102 "The Financial Reporting Standard applicable in the UK and Republic of
Ireland" (Umted ngdom Generally Accepted Accounting Practtce)

Basis for opinion

We conducted our audit in accordance with International Standards on Audlting (UK) (ISAs (UK)) and applicable law. Our
responsibilities under those standards are further described i in the auditor's responsibilities for the audit of the financial statements '
section of our report. .

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the Financial Reporting Council's (the 'FRC's") Ethical Standard, and we have fulfilled our other
ethical responsibilities.in accordance with these requirements. We believe that the audit evidence we have obtained is sufficient

and appropriate to provide a basxs for our opinion.
)

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors' uge of the gomg concern basis of accountmg in the
preparatlon of the financial statements is appropriate.

Our evaluation of the directors' assessment of the company's ability to continue to adopt the going concern basis of accountmg
mcluded

e review of forecast for a period of 12 months from signing date;

o identification and challenge of key assumptions used in the forecasts;
e  assessment of headroom in the forecasts (cash);

o Asensmwty analysis

. e sophistication of the model used to prepare the forecasts, testing of clerical accuracy of those forecasts and our
assessment of the historical accuracy of forecasts prepared by management

Based on the work we have performed, we have not identified any material uncertamtres relating to events or conditions that,
individually or collectively, may cast significant doubt on the company's ability to continue as a going concern for a perlod of at’
least twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsxblhtles of the dlrectors with respect to gomg ¢oncern are described in the relevant sections of
this report.

12
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VIRGIN RECORDS LIMITED |

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF VIRGIN RECORDS LIMITED
(continued)

FOR THE YEAR ENDED 31 DECEMBER 2022

Other information

v

“The other information comprises the information included in the annual report, other than the financial statements and our
'audltor s report thereon. The directors are responsible for the other information contained within the annual report. Our.opinion on
‘the financial statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we
do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information is materlally
inconsmtent with the financial statements or our knowledge obtained in the course of the audit, or otherwise appears to be .
materially misstated. If we identify such material inconsistencies or apparent material misstatements, we are required to determine
whether this gives rise to‘'a material misstatement in the findncial statements themselves. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are required to report that fact.

‘We have nothing to report-in this regard.

Responsnbilitles of directors

" As explained more fully in the directors' resp0n51b111t1es statement, the directors are responsible for the preparation of the financial
statements and for being satisfied that they give a true and fair. view, and for such internal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company's ability to continue as a going
concern, disclosing, as applicable, matters related to going concein and using the going concern basis of accounting unless. the
directors either intend to hqu1date the company or to cease operations, or have no realistic alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

. Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is a
high'level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these ﬁnanc1a1
statements.

A further description of our responsibilities ‘for the audit- of the financial statements is located on the FRC's website at:
www.frc.org.uk/auditorsresponsibilities This description forms part of our-auditor's report.

_ Extent to which the audit was considered capabie of detecting irregularities, including fraud

Irregularities, including ‘fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our
_ responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The extent to which
our procedures are capable of detectmg irregularities, including fraud is detailed below

We considered the nature of the company's mdustry and its control environment, -and reviewed the company's documentation of
their policies and procedures relating to fraud and compliance with laws and regulations. We also enquired of management and
the directors about their own identification and assessment of the risks of irregularities, including those that are specific to the
company's business sector.
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VIRGIN RECORDS LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF VIRGIN RECORDS LIMITED
(continued) '

FOR THE YEAR ENDED 31 DECEMBER 2022 e

We obtained an understanding of the legal and regulatory framcwork that the company operates in,:and identified the key laws and
regulations that: : : »

e had a direct effect on the determination of material amounts and disclosures in the financial statements. These included.
Companies Act 2006, UK tax legislation, Companies, Partnershlps and Group Regulations 2015, UK GAAP as issued by
the Financial Reporting Counc1l and :

e do not have a direct'effect on the financial statements but compliance with which may be fundamental to the group's
ability to operate or to avoid a material penalty. These included UK Bribery Act, Data Protectlon Regulation, Money
Laundering and Proceeds of Crime Act,, Copyright Designs and Patents Act.

We discussed among the audit engagement team including relevant internal speclahsts such as tax and IT regarding the
opportunities and incentives that may exist within the orgamsatlon for fraud and how and where fraud might occur in the financial
statements. . :

As a result of performmg the above, we identified the greatest potentlal for fraud in the following areas, and our specxﬁc
procedures performed to address it are described below:

e Risk of fraud in relation to revenue as a result of manual top- -side adjustments. To address this risk we performed direct
-testing over manual journal entries to revenue, agreeing to supportmg ev1dence corroborating business rationale and
compliance with accounting standards.. .

In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to the risk of
management override. In addressing the risk of fraud through management override of controls, we tested the appropriateness of
journal entries and other adjustments; assessed whether the judgements made in making accounting estimates are indicative of a
potential bias; and evaluated the business rationalc of any significant transactions that arc unusual or vutside the notmal course of
business. : ’ »

-In addition to the above, our procedures to respond to the risks identified included the following:

e reviewing financial statement disclosures by testing to supporting documentation to assess compliance with provisions-of
- relevant laws and regulations described as having a direct effect on the financial statements;
¢ performing analytical procedures to 1dent1fy any unusual or unexpected relationships that may indicate risks of material
misstatement due to fraud;.
e enquiring of management and in-house legal counsel concerning actual and potential ]1t1gat10n and claims, and instances
of non-compliance with laws and regulations; and
e reading minutes of meetings of those charged with governance. -

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
_ Opinioﬁs on other matters préscribed by the Companics Act 2006 -
In our opinion, based on the work undertaken in the course of the audit:

e the information given in the strategic report and the directors' report for the financial year for which the financial
statements-are prepared is consistent with the financial statements; and
o the strategic report and the directors' report have been prepared in accordance with applicable legal requirements.

In the light of the knowledge and understandmg of the company and its environment obtained in the course of the audlt we have
not 1dent1ﬁed any material misstatements in the strategic report or the directors' report.
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VIRGIN RECORDS LIMITED -

INDEPENDENT. AUDITOR S REPORT TO THE MEMBERS OF VIRGIN RECORDS' LIMITED
(contmued)

FOR THE YEAR ENDED 31 DECEMBER 2022

" Matteis on which we are required to report by exception . o S
'Under the _Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

. adequate accounting records-have not been kept, or returns adequate for our audrt have not been received from branches :
not visited by us; or : -
the financial statements are not in agreement with the accounting records and returns or
certain disclosures of directors' remuneration specified by law are not made; or o
we have not received all the 1nforrnat10n and explanations we require for our audit.
. the directors were not entitled to prepare the financial statements in accordance with the small companies regime and
take advantage of the small companies exemption in preparing the d1rectors report and from the requirement to prepare a
“strategic report.

We have nothing to report in respect of these matters.

Use of our report.

This report is made solely to the company's members, as.a body, in accordance with Chapter 3 of Part 16 of the Companies -Act

2006. Our audit work has been undertaken so that we might stdte to the company's members those matters we are required to state -
to them in an auditor's report and for no other purpose. To the fullest extent permitted by law, we ‘do.not accept or assume

responsibility to anyone other than tho company and the compuny 's'members as a body, for our audit work, for this report, or for’
the oplmons we have formed

DocuSIgned by:

S.wt,’

BSBGBCAAABAC483 ,
Claire Siviter, FCA (Semor Statutory Audltor)
For and on behalf of Deloitte LLP, Statutory Audltor Readlng, United ngdom '
Date: 18 May 2023 : o -
" Company Regrstratlon:Nunrber: 01070953 | ‘
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VIRGIN RECORDS LIMITED - |
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2022

TURNOVER
Cost of sales

GROSS PROFIT
Distribution costs
Administrative expenses
Other operating income

OPERATING PROFIT

Interest receivable and similar income
.Interest payable and similar charges

"+ PROFIT BEFORE TAXATION
, : . S
. Tax on profit
- PROFIT FOR THE FINANCIAL YEAR

{
Total other comprehensive income

TOTAL COMPREHENSIVE INCOME

All of the activities of the company are classed as continuing opersatiohs.

The notes on pagé€s 19 to 31 form paft of these financial statements

|
A

Note

4

10

2022

© £'900

72,077

(26,243)

45,834

(1,610)

(18,644)

60

N

25,640

23,638
(12,036)

37,242

(7,362)

29,880

29,880

-

2021
£000

165973
- (25,270)

40,703

(1,630)
(16,943)

22,130

2,744
(5,629)

19,245

(1,525)

17,720

17,720
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VIRGIN RECORDS LIMITED

STATEMENT OF FINANCIAL PO‘SITION.
AS AT 31 DECEMBER 2022

2022 2021

o . 'Note - £'000 £000
FIXED ASSETS o . . ,
Intangible assets . ) N - 1,785
Property, plant & equlpment _ R o120 6,524 6,099
Investments o B ‘ .13 1,515 v 1,515
8,039 9,399
< CURRENT ASSETS . _ - : .
Inventories . : : A 14 330 - © 271
" Debtors: Amounts fallmg due w1thm one year = . . -15 . 1,119,141 1,084,789
Cash at bank : : , L _ _ S ) 114
1,119,642 - 1,085,173
' CREDITORS: Amounts falling due within one year - . 16 (51,302) (48,159)
NET CURRENT ASSETS : S x ©1,068340 1,037,013’
TOTAL ASSETS LESS CURRENT'LIABILITIES o L . 1,076,379 1,046,411
PROVISIONS FOR LIABILITIES . ) '
~ Deferred taxation : . : 17 ) 357 (88)
‘Provisions for liabilities and charges ) . 18 T (621) (802)
NET ASSETS : ‘ : o ' ‘ ’ - 1,075,401 1,045,521 -
CAPITAL AND RESERVES . S o cL
Called-up share capital - : 20 . -~ 897,390 897,390
Share premium account - S T, 45,144 45,144
Profit and loss account . - ' _ ) . ‘ 132,867 102,987
EQUITY SHAREHOLDERS' FUNDS ‘ o A 1,075,401 1,045,521

. These financial statemcnts were approvcd by the board of duectors and authonsed for issue on 18 May 2023 and are S1gned on
their behalf by :

DocuSIgned by:
[Daw/v S(»aypt,
8DBIDASOBT774ED... -
DRJ Sharpe -
Director

Company Registration Number: 01070953

A'The' notes on pages 19 to 31 form part of these ‘financi‘al_ statements
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~ VIRGIN RECORDS LIMITED |
~ STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2022

~

-

i

Balance brought forward 1 January 2021

Total comprehensive income
Profit for the financial year

_Balance brought forward 1 January 2022

Total comprehenéive income
Profit for the financial year -

Balance carried forward at 31 December 2022

Called-up Share Total

share prémium Profit & loss shareholders’ -
capital account account funds
£'000 £'000 - £'000 - £'000
897,390 45,144 85266 1,027,800
; - 17,720 17,720
897,390 45,144 102,987 1,045,521
- : 29,880 29,880
897,390 45,144 132,867 1,075,401

The notes on pages 19 to 31 form part of these 'financial statements
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~ VIRGIN RECORDS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

1. GENERAL INFORMATION

Virgin Records Limited is a private company limited by shares and incorporated in the UK under the Companies Act 2006
and registered in England and Wales. The registered office is 4 Pancras Square, London, United Kingdom, N1C 4AG.

‘The principal activities of the company and the nature of its operations are set out in the strategic report on pages 2 to 8.

2. STATEMENT OF COMPLIANCE

The cnmpany’s financial statements have been prepared in compliance with United Kingdom Accounting Standards, 4
including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the United Kingdom and the
Republic of Ireland” (“FRS 102”) and the Companies Act 2006. : '

\ ’ . ) . .

3. . ACCOUNTING POLICIES |

Basis of pfepafation of financial statements

These financial statements have 'been prepared on a going concern basis, under the historical cost convention. The financial
statements are prepared in sterhng, which is the functnonal currency of the company, and have been rounded to the nearest
£'000. .

FRS 102 - Quallfymg exemptions

The company meets the definition ofa qualifying subsidiary entity under FRS 102 and has therefore taken advantage of the
following disclosure exemptions in preparing these financial statements, as permitted by FRS 102:

& from preparing a statement of cash flows and related notes;
e from preparing a reconciliation of the number of shares outstanding from the beginning to the end of the fi nancnal year;
e from disclosing related paity transactions with wholly owned-group companies; '
. from disclosing key management personnel co'mpensation' and
e from certain financial instrument disclosures required by FRS 102 11 Basic Financial Instruments and FRS 102.12
Other Financial Instruments. . ' ,
This information is 1ncluded in the consolidated financial statements of the company’s parent undertakmg, Umversal Music

v Group N.V,, copies of which can be obtained from Unlversal Music Group, ‘s-Gravelandseweg 80, 1217 EW Hllversum,
The Netherlands. .

Other qualifying exemptions

As the parent undertaking prepares publicly avallable consohdated ﬁnancxal statements and is incorporated within the
European Union the company has taken advantage of the exemption under section 401 of the Companies Act 2006 from

. preparing consolidated financial statements. As such, these financial statements glve information about the company as an
1nd1v1dual undertaklng and not about 1ts group.

Going concern

"~ The company's business activitics, together with the factors likely to affect future developments, its financial exposures and
its risk exposures are described in the strategic report. After making enquiries, the directors have a reasonable expectation
that the company has adequate resources available to it to continue in operational existence for the foreseeable future; and at
least 12 months from the date the financial statements are authorised for issue. Accordingly, they continue to adopt the gomg
concern basis in preparing the financial statements. A
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VIRGIN RECORDS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
' FOR THE YEAR ENDED 31 DECEMBER 2022

3. ACCOUNTING POLICIES (continued)

Turnover

Turnover comprises the value of sales of physical goods, digital products royalty income and services rendered during the

year. Iti s stated net of VAT, discounts and returns.
L]

Turnover from sales of goods is recogmsed when products are despatched, at which point the s1gmﬁcant risks and rewards
are considered to be transferred to the customer. Turnover relating to digital products and royalty income is recogmsed when
the products are.sold, or if it cannot be reliably estimated, on a receipts basis. Turnover relatmg to services rendered is’
recognised once the services have been performed. Royaities payable are charged to cost of sale-in the same period as the
relevant income.

Intahgible assets and goodwill '

Goodwill

Goodwill is stated at cost less any accumulated amortisation and accumulated impairment losses. Goodwill is allocated to
_cash-generating units or groups of cash-generating units that are expected to benefit.from the synergies of the business °
combination from which it arose.

Other intangible assets

Cxpenditure on internally generated goodwill and brands is expcnsed as it is incurred. Other mtang1b1e assets, which include
catalogue assets, arc stated at cost less accumulntcd amortlsatlon and less accumulated impairment losses:

Amorttsatzon

Amortisation is charged to the statement of comprehensive income on a straight-line basis over the estimated useful lives of
intangible assets. o .

A Intangihl‘e assets are amortised, from the dato they are aya_ilable for use. The'cstimatc-d’ uscful lives are as follows:
Goodwill 10% straight line
Other intangiblesA T 10% straight line

The company reviews the amortisation period and method when events and crrcumstances mdrcate that the” useful life may ’
have changed since the last reporting date. Goodwill and other intangible assets are tested for impairmient in accordance with
FRS 102, Section 27 Impairment of assets, when there is an indication that goodwill or an intangible asset may be impaired.

. Property, plant & equipment.
Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses.

Deprecmtton

Depreciation is calculated so as to write off the cost of an asset, less its estimated resrdual value, over the useful economic:
life of that asset as follows: :

) Freehold land & buildings 2% straight line on buildings. Land is not depreciated.
Leasehold improvements 5% straight line |
_Plant & machinery = 10% - -33. 33% stralght line

Leasehold properties have been fully depreéiated. The carrying values of tangible fixed assets are reviewed for impairment
in periods if events or changes in circumstances indicate the carrying valuc may not be recoverable.”
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VIRGIN RECORDS LIMITED |
NOTES TO THE FINANCIAL STATEMENTS (continued)
'FOR THE YEAR ENDED 31 DECEMBER 2022 |

ACCOUNTING POLICIES (continued)

F inancial instruments

Financial assets and financial liabilities are recognised ‘when the company becomes a party to the contractual prov151ons of
the mstrument '

Financial liabilities and equity instruments are classified according ‘to the substance of the contractual arrangements entered
into. An equity instrument is any contract that evidences a resrdual interest in the assets of the company after deductmg all of
its habllmes

- Financial assets and liabilities

_All financial assets and liabilities are initially measured at transaction price (including transaction costs), except for those
financial assets classified as at fair value through profit or loss, which are initially measured af fair value (which is normally

the transaction price excluding transaction costs) unless the arrangement constitutes a financing transaction. If an
arrangement constitutes a financing transaction, the financial asset or financial liability is measured at the present value of

. the future payments discounted at a market rate of interest for a similar debt instrumerit.

Financial assets and liabilities are only offset in the statement of ﬁnancral position when, and only when there exists a legally
enforceable right to set off the recognised amounts and the company intends either to settle.on a net basis, or to realise the
asset and settle the-liability simultaneously. :

Debt instruments which meet the following conditions of berhg “basic’ financial iristruments as defined‘in paragraph 11.9 of

FRS 102 are subsequently. measured at amortised cost using the effective interest method. _ _ .

Debt instruments that have no stated interest rate (and do not constitute financing transactiorn) and are classified as payable

- or receivable within one year are initially measured at an undrscounted amount of the cash or other consideration expected to

be paid or received, net of i 1mpa1rment

Financial assets are dereéognised when and only when a) the contractual rights to the cash flows from ‘the financial asset
expire or are settled, b) the company transfers to another party substantially all of the risks and rewards of ownership of the
financial asset, or c) the company, despite having retainied some, but not all, significant risks and rewards of ownership, has
transferred control of the asset to another party. Financial liabilities are derecognised only when the obligation specified in
the contract is discharged, cancelled or expires. ’

-

Investments

Investments in subsidiaries are carried at cost less impairment.

Equity instruments

Equity instruments issued by the company are recorded at the fair value of cash or other resources. recerved or recelvable net
of direct issue costs.

Advances

Advances to unproven artists, where no discernible track record of activity is evidenced, are expensed: Advances to proven
artists are written down to the estimated amount that will be recoverable from future royalty payments to the artist. Net
advances are classified as falling due within one year, although elements may not be recovered until more than one year.
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VIRGIN RECORDS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 3'1,DE‘CEMBER 2022

3.  ACCOUNTING POLICIES (continued)

Inventories

Inventories are valued at the lower of cost based on purchase invoice, and net realisable value, after making due allowance
for obsolete and slow moving items. Net realisable va!ue is based on estimated selling price less any further costs expected
to be 1ncurred to completron and disposal.

Impairment (excluding inventories and deferred tax assets)
Impairment of assets

Assets, other than those measured at fair value, are assessed for indicators of impairment at each balance sheet date. If there
is objective evidence of impairment, an impairment loss is recognised in profit or loss as described below.

Non-fi nancml assets

An asset is impaired where there is objectlve ev1dence that, as a result of one or more events that occurred aﬁer initial
recognition, the estimated recoverable value of the asset has been reduced. The recoverable amount of an asset is the higher
of its fair value less costs to sell and its value in use.

Where indicators exist for a decrease in impairment loss previously recognised, the prior impairment loss is tested to
determine reversal: An impairment loss is reversed on an individual impaired asset to the extent that the revised recoverable
value does not lead-to a revised carrying amount higher than the carrying value had no impairment been recognised.

Financial assets

For financial assets carried at amortised cost, the amount of an impairment is the difference between the asset’s carrying
amount and the present value of estlmated future cash flows, discounted at the financial asset’s original effective interest
rate.

For financial assets carried at cost less impairment, the impairment loss is the difference between the asset’s carrying amount
and the best estimate of the amount that would be received for the asset if it were to be sold at the reportmg date.

Where indicators exist for a decrease in 1mpa1rment loss, and the decrease can be related Ob_]BCtIVBIy to an event occurring
after the impairment was recognised, the prior impairment loss is tested to determine reversal. An impairment loss is
reversed on an individual impaired financial asset to the extent that the revised recoverable value does not lead to a revised
carrying amount higher than the carrying value had no impairment been recognised.-

Provisions

Provisions are recognised when the company has a present obligation (legal-or constructive) as a result of a past event, it is
probable the company will have to settle and a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best-esnmate of the consideration required to settle the present obligation at the
balance sheet date, taking into account the risks and uncertainties surrounding the obligation. Where a provision is measured

- using the cash flows ‘estimated to settle the present obligation, its carrying amount is the present value of those cash flows
{when the cffect of the time value of money is material).

Interest receivable and Interest payable

Interest receivable and payable relate to balances due from and to group undertakings, and are recognised in profit or loss in
the statement of comprehensive income as they accrue. :
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. VIRGIN RECORDS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (contlnued)
‘FOR THE YEAR ENDED 31 DECEMBER 2022

3.. ACCOUNTING POLICIES (continued)

.Taxation

Tax on the profit or loss for the year comprises current and deferred tax. ‘Tax is recogmsed through proﬁt or loss in the
statement of comprehenswe income except to the extent that it relates to items recognised directly in equity or other
comprehensive income, in which case it is recogmsed directly in equity or other comprehensive income. -

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted or
substantively enacted at the statement of financial position date, and any adjustment to tax payable in respect of previous
.years. : : /

Deferred tax is provided on timing differences which arise from the inclusion of income and expenses in tax assessments in
periods different from those in which they are recognised in the financial statements. Thé following timing differences are
not provided for: differences between accumulated depreciation and tax allowances for the cost of a fixed asset if and when
all conditions for retaining the tax allowances have been met; and differences relating to investments in_subsidiaries,
associated and joint ventures to the extent that it is not probable that they will reverse in the foreseeable future -and the-
reporting entity is able to control the reversal of the timing difference. Deferred tax is not recognised on permanent
dlfferences—arlsmg because certain types of income or expense are non-taxable or are disallowable for tax or because certain
tax charges or allowances are greater or smaller than the corresponding income or expense,

Deferred tax is measured at the tax rate that is expected to apply to the reversal of the related difference, using tax rates
- enacted or substantively enacted at the statement of financial position date. Deferred tax balances are not discounted.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that is it probable that they will be -
recovered against the reversal of deferred tax liabilities or other future taxable profits. :

" Foreign currencies

Transactions in foreign currencies are translated to the company's functional currency at the foreign exchange rate ruling at
the date of transaction. Monetary assets and liabilities denominated in foreign currencies at the statement of financial
position date are retranslated to the functional currency at the foreign exchange rate ruling at that date. Non-monetary assets
and liabilities that are measured in terms of historical cost in a foreign currency are translated using the exchange rate at the
date of transaction. Foreign exchange differences arising on translatlon are recognised through profit or loss in the statement
of comprehensive income. :

Critical accounting judgements and key sources of estimation uncertainty

The directors may make judgements in the application of the accounting policies above that have a significant impact on the
amounts recognised, and may make estimates and assumptions about the.carrying amounts of assets and liabilities that are
‘not readily apparent from other sources. The estimates and -associated assumptions are based on historical experience and
other factors that are considered to be relevant. Actual results may-differ from these estimates.-

The estimates and underlying' assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, or in the perlod of the
revision and future perlods if the revision affects both current and future perlods

Crltlcal judgements in applying the company's accountmg policies

The directors have concluded there are no critical judgements to disclose.
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VIRGIN RECORDS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (contlnued)
" FOR THE YEAR ENDED 31 DECEMBER 2022 ’

3. ACCOUNTING POLICIES (continued)

‘Critical accounting judgements and key sources of estimation uncertainty (continued)

I4

Key source of estimation uncertamty -
The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance sheet date, that
have a risk of causing a materlal adjustment to the carrying amounts of assets and habrlrtles within the next financial year,
are discussed below:

Impairment 0f mtangrble assets '

The directors assess intangible assets: for mdrcators of impairment at each reporting date. This ‘involves reviewing recent
financial performance as well as financial forecasts, the preparatron of which involves an element of estimation. The'
carrying value of the assets potentlally subject to thlS uncertainty is disclosed i in note 11. '

Inmngzble and Tangible assets - uscful econontic lives
The useful lives of intangible assets are determined by management at the time they are acquired, -and then reassessed for
reasonableness at each reporting date. Future developments or changes in their use may impact the lives in future periods.

" Artist royalty provisions ‘ : :
The company holds a provision for artist royalty audits as disclosed in note 18. The value of the provision is an estimate and
the actual costs and timing of cash flows are dependent on future events. Any differences between expectatrons and the-
actual future liability are accounted for in'the period when such determination is made. .

Artist advance provisions
The company makes provisions against artist advances based on an assessment of the likelihood of recovering the balance
through future artist royalties, which involves an element of estimation. The actual artist royalties may differ from these
estimates. The gross carrying value of artist advances as at 31 December 2022 is £227,855,000 (2021: £229,928,000).

. \ : : .

4. TURNOVER

Turnover by activity is as follows: S 4 ‘ 2022 2021
' ' £000 . £000
Product Sales ' , L : 31,022 : 30,027
" Royalties. S B _ » 41,055 35,946
72,077 65973
Turnover by riestination is as folldws: ) :
: . 2022 . 2021
£'0060 . £'000
United Kingdom o : " 45564 45,123 -
Rest of Europe s _ : _ 9,778 8,861
United States of America I ’ : : 11,636 - 8,245
Rest of World ' R ‘ A A 5,099 3,744 -
72,077 65,973
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VIRGIN RECORDS LIMITED ,
NOTES TO THE FINANCIAL STATEMENTS (continued)
- 'FOR.THE YEAR ENDED 31 DECEMBER 2022

5. OPERATING PROFIT

’

" Operating profit is stated after charging/(crediting):

Amortisation of intangible assets
Depreciation of owned fixed assets
Cost of inventories recognised as an expense
Impairment of inventories

. Net (gam)/loss on forelgn currency translation

' 6. AUDITOR'S REMUNERATION

2022.

£'000

1,785
1,134

" 1,468
185 -
(48)

- 2021 ~ .
£000

1,783, -
967
1,405 |
120
37

The auditor's remuneratlon for the year ended 31 December 2022 was £17,000 (2021 '£16,000) and was bome by Universal

Music Opetations Limited in both years, with no recharge made. to the company

7. PARTICULARS OF EMPLOYEES

The company had no-employees during the year ended 31 December 2022 (2021: none). Payroll costs amounting to
£6,660,000 (2021: £8,329 000) were recharged to the company by a fellow group undertakmg, Universal Music Holdmgs

- Limited.

Emoluments for the directors of the company are paid for by Universal Music Operations Limited. The fellow group‘
company has not recharged any amount to the cormpany (2021: £nil) on the basis that they are unable to make a reasonable
apportlonment of the- portion of these total emoluments that relate to quahfymg services .provided by directors of the

company.
8. -INTEREST RECEIVABLE AND SIMILAR INCOME

Interest receivable from group undertakings

9. INTEREST PAYABLE AND SIMILAR CHARGES

Interest payahle to group undertakin.gs

. 2022

. £'000

23,638

2022

£'000

12,036 .

12021
~ £'000

2,744

2021
- £'000

5,629 .

25



Locusign Envelope 1U: FAUY/638-8L42-4498-8D44-63/981C0DEBL4S

VIRGIN RECORDS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2022

10. TAX ON PROFIT

(a) Analysis of tax charge in the year
Current tax:
Adjustments in respect of prev10us years
Group relief payable for losses claimed from other group undertakings
Total current tax

. Deferred tax:
Origination and reversal of tlmmg dlfferences
Adjustments in respect of previous years

Total deferred tax

Tax on profit

:

(b) Factors affecting tax charge

. 2022

2021

£'000 £000
(55) “(2,449)
7,147 4,093
7,092 1,644

217 (119)
53 -
270 (119)
1,525

7,362

The tax assessed on the profit for the year is hlgher than (2021: lower than) the standard rate of corporatxon tax in the UK of

19.00% (2021: 15.00%).

Under the Finance Act 2021, the main rate of corporation tax was increased from 19% to 25% with effect from 1 April 2023.
This change was substantively enacted for IFRS and UK GAAP purposes on 24 May 2021. Deferred tax assets and liabilities
are measured at the rate that is enacted and expected to apply to the accountmg period when the asset is realised or the

hablhty is settled, based on the above rates.

~Profit before taxation

Profit at the standard rate of UK Corporation tax of 19.00% (2021:'19.00%)
Expenses not deductible for tax purposes '
- Adjustments in respect of previous periods
Impact of statutory rate change
Movement in timing differences

Current tax charge for the financial year

’

2022 2021
£'000 £000
37,242 19,245
7,076 3,657
258 296
Q) (2,449)

52 21
2). -
7,362 1,525
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VIRGIN RECORDS LIMITED * - S
NOTES TO THE FINANCIAL STATEMENTS (contlnued)
FOR THE YEAR ENDED 31 DECEMBER 2022

11. INTANGIBLE ASSETS

Goodwill "Other

- : _— intangibles . Total
: 3 £'000 £'000 £'000
COST : : : A _ : o
At1January 2022 . - ' _ 12,485 5351 17,836
At31 December 2022 i 12,485 5351 17,836
~ AMORTISATION - S : _
At 1 January 2022 : > ' . . 11,244 ©4807° .. 16,051
Charge for the year : L 1L,241 ‘544 . 1,785
At 31 December 2022 ' | . o . 12485 5381 17,836
. _NETBOOK VALUE . - . :
At.31 December 2022 . - - - : -
At 31 December 2021 - . A 1241 544 1,785
12 PROPERTY, PLANT & EQUIPMENT
| Fréehpld Leasehold
land & Leasehold improve- Plant & o
buildings properties = . ments machinery - Total
£000  £000 £000 £000  £000
COST 4 ‘ — R .
At 1 January 2022 1,517 569 921 20,768 23,755
Additions : o - - - . 1,566 1,566
.Disposals e ‘ T - (12) 12)
At 31 December 2022 S 1517 569 921 22322 25329
DEPRECIATION : } : . e -
At 1 January 2022 - 668 569 . - 322 (16117 17,676
Charge for the year s ' v . - 34 , - 46 1,054 1,134
Disposals . . ‘ : .- - - (5) .(5)
© At31December 2022 o 0 569 1368 17,166 . 18,805
NET BOOK VALUE , o S
At 31 December 2022 o 815. - 552 5,157 6,524
At3] December2021 - . 849 . 599 4651 6,099
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VIRGIN RECORDS LIMITED .
. NOTES TO THE FINANCIAL STATEMENTS (contlnued)

- FOR THE YEAR ENDED 31 DECEMBER 20_22 _ ' . (
13. INVESTMENTS . | S 3
4 Sharesiin Other :
subsidiaries investments - - Total
£000  £'000 £'000
COST E , , .
At 1 January 2022 ' ' L 835,575 - 1,515 837,090
Additions ’ : o . - - -
‘ At31December2022 . ' . 835,575 1,515 837,090
~ PROVISION FOR IMPAIRMENT - o
© At 1 January 2022 o : : 835,575 - 835575
At 31 December 2022 ' R - 835,575 - - 835575
NET BOOK VALUE : , _ : -
At 31 December 2022 : - - 1,515 1,515,
At 31. December 2021 ‘ , o 1,515 1,515

'Subsidiary undertakings

The principal subsidiaries of the company, all incorporated in England and Wales as at 31 December 2022 were as follows:

Name _ C Ordinary share holding - ~ -Nature of business
Sacred Heart Records Limited Co 4 S 100% o ' Dormant company
* ‘EMI UK Holdings : , ' 100% S : Dormant company .
Mawlaw 388 Limited S : : : 100% - : Dormant company
EMI Limited ' S ’ : 100% Dormant company
Jaydone Limited ’ 100% " Dérmant company
Relentless 2006 Limited . ) 100% -~ Marketing and dlstrlbutlon of recorded music
EMI Group Electronics Limited* 100% Finance and holding company’
Universal Music Direct Limited S 100% Sa[e and distribution of musw and merchandise

All of the subsidiaries have a reglstered office address of 4 Pancras Square London, N1C 4AG. They are all directly. owned

- except for those marked with an asterisk, which are owned by another directly owned subsidiary.

The company is exempt from . dlsclosure of the aggregate amount of capital and reserves, and proﬁt or loss for each

- subsidiary undertakmg by virtue of section 401 of the Companies Act 2006
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'VIRGIN.RECORDS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (contlnued)
FOR THE YEAR ENDED 31 DECEMBER 2022

14.

15

16..

7
INVENTORIES
2022 2021
£'000 £'QOO
Finished goods | L S c 330 271
The diffcrence between the purchase price of inventories and their replacement cost is not material.
DEBTORS: Amounts due within one year
Ca : T 2022 2021
£'000 £000
Amounts due from group undertakmgs : . ' ' v ' 1,112,726 1,079,092
VAT recoverable B ‘ : ‘ R 5 , 25
Other debtors . i R o ' : ' 1,494 . 1,522
Prepayments and accrued income - : . S 4 R 4,916 - 4,150
1,119,141 1,084,789

Within amounts due from group undertakings, -£962,109,000 (2021: £954 866'000) is due from parent companies,
£2,581,000 (2021: £2,581,000) is due from subsidiary companies and £148,036,000 (2021 £121,645 000) is due from other
group companies. g

© At 31 December 2022 and 31 December'202l, all debtors are measured at amortised cost.

All amounts due from fellow group undertakings are cla531ﬁed as cufrent as they are repayable on demand. They are - .
unsecured and interest rates are linked to SONIA from"1 January 2022 Interest rates were lrnked to LIBOR prior to 1
January 2022. .

CREDITORS: Amounts-fallin-g due within one year - , '

2022 2021

- £'000 £'000
Trade creditors .. : A . - : 13120 12536 -
Amounts owed to group undertakings r : o : 35452, . 33,496 -
Other taxation and social security ° ' : . : 35 . 35
Accruals and deferred income™ - A < ‘ . . 2,695 ' 2,092
51,302 48,159

Within amounts owed to group undertakings,-£35,452,’000 (2021: £33,496,000).is owed to other group companies. '

All amounts owed to fellow group undertakmgs are classified as current as they are repayable on demand. The mterest rates
are linked to SONIA from 1 January 2022. Interest rates were lrnked to LIBOR priorto 17 anuary 2022.

At 31 December 2022 and 31 December 2021, all credrtors are measured at amortrsed cost and no secunty has been provided
against the balances
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VIRGIN RECORDS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (contlnued)
FOR THE YEAR ENDED 31 DECEMBER 2022

17. - DEFERRED TAXATION

.The movement in the deferred taxation balance during the year was:

“ Balance brought forward :
Deferred taxation on ordinary activities account movement arlsmg during the year
Prior year adjustment

Balance carried fqrward

Deferred taxation consists of the tax effect of timing differences in respect of:

- Excess of deprec1at10n over taxatlon allowances
‘Other timing differences :

~

18. PROVISIONS FOR LIABILITIES AND CHARGES -

At 1 January 2022 , , o
_Additions ' . L
Write off to profit and loss account o -

"At 31 December 2022

2022 2021
£000 £000
(88) Qo7
@17) 119-
(52) -
357) (88)
2022 2021
£'000 £000
196 197
(553) - (289)
@s7) @8)

Artist royalties
. £'000

802
99 -

" (280)

621

/

_Provision. is made against the outcome of artist royalty audits ongoing at the reporting date, and against additional artist
royalty obligations anticipated by management at the reporting date, resulting from a past event likely to give rise to the -
transfer of economic benefit. Until such time as a formal audit notification is received, the liability -is not expected to

: crystalhse within 12 months of the reporting date and is therefore cla551ﬁed as a non-current provision.

19. ARTIST ADVANCE COMMTTMENTS

At 31 December 2022 the company had contractual commitments in respect of artist :advances of £113 000 (2021:

£482,000), of which £1 13,000 (2021 £377 ;,000) relate to the next financial year.
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'VIRGIN RECORDS LIMITED ,
NOTES TO THE FINANCIAL STATEMENTS (contlnued)
‘FOR THE YEAR ENDED 3I DECEMBER 2022

20. CALLED-UP SHARE CAPITAL

21.

22,

Allotted, called up and fully paid: ' . . )
" : 2022 2021

No - £'000 No - -£000
Ordinary shares of £1_ each ' A .897,389,961 - 897,390 897,389,961 897,390
o ' 897,389,961 - 897,390 897,389,961 897,390

- The- company has one class of ordinary shares which have attached to them full votmg, ‘dividend and capltal dlsmbutlon

(including on wmdmg up) rights. They do not confer any rlghts of redemptlon
RESERVES

Profit & loss account ‘
The profit and loss account reflects cumulative profits or losses, net of dividends and other adjustments.

Share premium account
This reserve records the amount above the nominal value received for shares sold, less transaction costs. -

ULTIMATE PARENT COMPANY
N

The 1mmed1ate parent undertakmg is Virgin Music Group. The ultimate parent undertakmg and controllmg party is Universal
Music Group N.V. a company 1ncorporated and domiciled in the Netherlands.

The smallest and largest group in which the result of the company is consolidated is that headed by Universal Musw Group
N.V.. Copies of its annual report in Enghsh may be obtained from its reglstered ofﬁce at: -

" Universal Music Group

's-Gravelandseweg 80
1217 EW Hilversum
The Netherlands
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