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Chris Wright
Chairman

Our first year as a focused Music 
and Distribution company has been 
an extremely tough one. We have
however, spent much time and effort
over the past six months reviewing
and restructuring each of our
operations where appropriate. 

In particular, we have intensified 
our focus on our core music
publishing asset, in order to ensure
that we maintain and grow the value
of this unique property. We firmly
believe that the value of the asset,
and its inherent intellectual property,
are robust and unlikely to be
substantially diminished by the 
current economic climate.

Chairman’s letter
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Chairman’s letter

The 2008 financial period has been particularly challenging for
Chrysalis PLC. In addition to the deteriorating economic backdrop,
as a music company we have had a number of specific issues to
contend with, both internally and externally. These have included
the distraction of a lengthy and subsequently abandoned auction
process, a thorough review and restructuring of our music
division, the US screenwriters strike as well as ongoing declines 
in the global entertainment products market. This has resulted in
an extremely tough first year for us as a standalone entity. Our
music publishing activities have particularly suffered as a result of
these issues leading to the anticipated, but disappointing financial
result for the division in the 2008 financial period. Lasgo Chrysalis,
our distribution business has, however, performed ahead of
expectations, reporting almost flat year-on-year revenues in 
an extremely difficult trading environment. 

The shape of Chrysalis, both in terms of its trading businesses 
and financial structure, has changed enormously in the 2008
financial period. The successful sale of Chrysalis Radio in July 
2007 enabled us to return £96.5m of capital to shareholders in
December 2007. We were also able to repay £40.0m of music
publishing securitisation debt. In addition to this, we were able to
complete the buy-out of the Chrysalis Group Retirement Benefits
Scheme for £8.2m, a substantially lower amount than the £11.8m
which we had expected.

I am pleased to report, however, that in spite of the challenges
facing our industry and the specific issues that have impacted
Chrysalis, we have made much progress in 2008 in reviewing 
the strategic development of each of our businesses. In April, 
we embarked upon a detailed restructuring process which has led
to us intensifying our focus on our core activity of exploiting music
copyrights. In particular, we have explored ways of increasing the
efficiency and profitability of that area. This has meant changes 
to our music recording company, The Echo Label, which will now
act as an exploitation company for its master copyrights. The cost
base of the Music business has been improved and there has been
a 10% reduction in headcount across the Group since April. 

We have also conducted a review of our non-publishing
businesses and assets, and we will continue to closely monitor
each of these areas to ensure that they are operating at their 
full potential. Their future as part of Chrysalis PLC is dependent
upon their ability to grow Net Publisher’s Share (‘NPS’) or deliver 
a profit.

Chrysalis PLC is a far leaner and more focused entity than it 
was at the start of the 2008 financial period. I firmly believe 
in the value of our music copyrights and the ability of our staff 
to fully exploit them and to continue to incrementally add to 
them through both organic growth and selective acquisitions. 
I also believe that a catalogue of this calibre is a rich source of
intellectual property, the value of which is unlikely to diminish
significantly in an economic downturn. 

I would like to thank all our staff at Chrysalis for their hard work
and dedication in what has been an extremely unsettling and
disruptive year for many. I feel sure, however, that the changes
that we have implemented this year will create a better future 
for all stakeholders in Chrysalis PLC.

Chris Wright
Chairman

18 December 2008
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Our performance in 2008
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The 2008 financial period ended 30 September 2008 has 
been a time of immense change for Chrysalis. Following the sale
of Chrysalis Radio in July 2007, the capital restructuring and
subsequent return of £96.5m to shareholders in December 2007,
Chrysalis PLC started trading as a fully standalone, independent
music company. 

In April 2008, we announced a change to our accounting
reference date from 31 August to 30 September. This new 
year-end better aligns the Group’s royalty receipt and payment
cycle with the new interim management statement reporting
timetables required under the Disclosure and Transparency
Directive. As a result, these accounts relate to the 13 months
ended 30 September 2008 and the comparative figures are for
the 12 months ended 31 August 2007. Like-for-like comparative
figures have not been provided as September is not a material
month for Chrysalis PLC at an income level, given that no major
royalty distributions are made in this month. It should be noted,
however, that, given the level of fixed overheads within Chrysalis
Music, September is always a loss making month, and the month
negatively impacted the Group’s overall profits for the 13 months
ended 30 September by £1.1m (September 2007: a loss of £1.3m).

Our first year as a standalone entity has been extremely
challenging. In addition to the deteriorating global economic
backdrop, Chrysalis has suffered a number of specific issues which
have impacted the financial performance of the Group. Firstly, 
at the beginning of the period, Chrysalis undertook an exhaustive
sale process which ended on 15 April 2008 with the Board and
major shareholders unanimously rejecting an offer from a third
party as it undervalued the business. This process absorbed a 
large amount of management time and caused great uncertainty
amongst staff as well as current writers, and prevented us from
signing new artists. In addition to this, the screenwriters’ strike 
in the US reduced our ability to earn our forecast level of higher
margin synchronisation income in the first half of the financial
period. 2008 was also a period when we had a relatively quiet
release schedule.

As a result, NPS for Chrysalis Music Publishing in the 13 months 
to 30 September 2008 fell to £11.0m, including the accelerated
overseas earnings of £0.5m resulting from improvements in our
royalty processes. The NPS for the comparable 13 month period
ended 30 September 2007 was £12.2m. Lasgo Chrysalis,
however, has performed ahead of the Board’s expectations in 
the financial period, delivering almost flat year-on-year revenue, 
a strong performance given the adverse market conditions. 

The review and subsequent restructuring of Chrysalis Music,
which was announced on 15 April 2008, has also impacted the
2008 financial results with a number of non-trading items which
we have disclosed separately within the 2008 financial accounts.
The measures taken have resulted in a pre-tax loss for the Group
of £18.8m for the 13 months to 30 September 2008 (2007:
£6.0m), and a basic loss per share of 21.20p (2007: earnings 
per share of 60.68p). However, revenues for Chrysalis PLC for the
13 months to 30 September 2008 were £54.1m (2007: £56.4m),
and normalised LBITA for the period was £1.0m (2007: profit 
of £15,000). The normalised pre-tax loss was £1.1m for the 
13 months to 30 September 2008 (2007: £3.7m). 

On a more positive note, we completed the buy-out of 
the Chrysalis Group Retirement benefit scheme for £8.2m, 
a significant improvement on the £11.8m cost previously
announced. This has totally removed a potentially substantial
future liability and one that continues to affect a large number 
of publicly quoted companies.

Chrysalis is confident that it remains in a solid financial position
with an unused credit facility of £48.0m which we are able to
draw down on in the future as required.

As previously announced, in light of the very substantial return of
cash to shareholders in December 2007, no dividend is proposed
in respect of the current financial period. Future dividend policy
will be determined by the Board, having regard to the Group’s
ongoing earnings.

Our first year as a standalone entity has been challenging.
Chrysalis has been impacted by an exhaustive sales process, the
US screenwriters’ strike, and a relatively quiet release schedule.
However, on a positive note, we have bought out our pension
scheme and our distribution business, Lasgo Chrysalis has out-
performed expectations. We have also restructured the business,
incurring substantial costs, to ready ourselves for the future.
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Our performance in 2008

Divisional overview
Chrysalis Music Publishing
For the 13 months ended 30 September 2008, revenue at
Chrysalis Music Publishing remained relatively flat at £29.6m
(2007: £30.1m). EBITA for this reporting period was £0.4m 
(2007: £2.5m). The decline in profitability of the music publishing
division has, in part, been driven by the year-on-year decrease 
in NPS (from £11.9m for the 12 months to 31 August 2007 to
£11.0m for the 13 months to 30 September 2008, including
£0.5m of accelerated NPS), but it also reflects the higher level 
of artist and repertoire (‘A&R’) write off which was £1.6m higher
than in the prior period. This higher level of A&R write-off related
to a pick up in unproven new signings in the second half of the
period, and an increasingly prudent approach to the recoverability
of advances. 

The lower level of NPS achieved in the 2008 financial period can, 
in part, be attributed to the quiet release schedule which resulted
in fewer international hit records in the period. The decline in the
NPS also reflects the impact of the US screenwriters’ strike on higher
margin synchronisation. We are, however, encouraged that many
of our ‘evergreen’ artists are represented in the top 10 earners in
2008, which were Blondie, David Bowie, Outkast, Johntá Austin,
Labi Siffre, Paul Anka, David Gray, Billy Idol, Alabama 3 and
Dangermouse – demonstrating the consistent earning ability of our
songwriters. Newcomers to our major earning artists this period
included The Gossip, Pendulum, Estelle and Devendra Banhart.

The breakdown of NPS at Chrysalis Music Publishing has
continued to evolve, with the percentage of royalty income
generated by the higher margin area of performance (TV and
Radio broadcast, live performance) again exceeding that of
mechanical income (from the sale of physical product). In 2008,
performance accounted for 40.0% of NPS (2007: 38.0%),
mechanicals for 33.7% (2007: 37.0%) and synchronisation (the
use of music in TV/Film or advertising) for 26.3% (2007: 25.0%).
Digital income remains small, approximately 8% of NPS, mostly
reported within the mechanical income stream.

In 2008, we have continued with our ongoing strategy of prudent
investment in A&R, although this was impacted by the distraction
of the sale process for a significant part of the period. During the
second half of the period, in the UK we signed White Lies, Laura
Marling, Johnny Marr, Beth Rowley, Isobel Campbell and Paddy
Byrne amongst others, whilst in the US we signed Bon Iver,
Mastodon and Jason Harrow (aka Kardinal Offishal), renewing 
our commitment to new talent.

Chrysalis Music Non-Publishing
The Echo Label 
It has been a very difficult period for The Echo Label. The
disruptive sale process and subsequent restructuring of the music
division coupled with the weak economic environment have
meant that we were unable to implement our incubator model,
and as such no recording artists were up-streamed to a major

Chrysalis Annual Report and Accounts 2008 5

Table 1: Music Publishing
Separately 2008* 2007
disclosed £m £m

Normalised items Reported Reported

Revenue 29.6 – 29.6 30.1
NPS 11.0 – 11.0 11.9
EBITA 0.4 (3.1) (2.7) 2.5
EBIT 0.2 (3.1) (2.9) 2.4

*For the 13 months ended 30 September 2008.

Table 2: Music Non-Publishing
Separately 2008* 2007
disclosed £m £m

Normalised items Reported Reported

Revenue 3.6 – 3.6 5.0
EBITA (0.4) (0.7) (1.1) 0.6
EBIT (0.4) (0.7) (1.1) 0.6

*For the 13 months ended 30 September 2008.

AR7971_Chrysa_00-26_-kb  20/1/09  20:48  Page 5



Our performance in 2008
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recording company during the period. In addition to this
disappointment, the latest Feeder album performed below our
expectations. As a result, revenues fell from £2.4m in 2007 to
£1.3m for the 13 months ended 30 September 2008, and EBITA
fell from £0.4m in 2007 to a loss of £0.7m in the reported period. 

Although we believe that the incubator/upstream model still has
merit, as part of the review process, it was decided to restructure
the Echo business. The Echo Label will now trade as an exploitation
company, with the gross profit being reported as NPS in the future.

Other activities
Revenues generated by our other non-publishing activities fell by
8.2% in the 13 months to 30 September 2008 to £2.3m (2007:
£2.6m). EBITA for the 2008 of £0.3m is up 31% (2007: £0.2m).
Other activities comprise the Chrysalis Copyrights business which
owns rights in master recordings by Tom Jones and Engelbert
Humperdinck and George Martin’s producer royalties for the
Beatles, as well as our US-based artist management operations,
Flatiron Management. 

During the review of Chrysalis Music, it was decided that the gross
profit from the exploitation of the master recordings and producer
rights from Chrysalis Copyrights would be reclassified as NPS from
2009. The gross profit generated by Chrysalis Copyrights in the 
13 months to 30 September 2008 was £0.5m (2007: £0.7m).

Lasgo Chrysalis
Given the deteriorating economic climate, Lasgo Chrysalis
produced a strong performance in the 2008 financial period, 
far exceeding the initial expectations of the Board. Revenues fell
by just 2% from £21.3m in 2007 to £20.9m in the 13 months 
to 30 September 2008, and EBITA fell to £1.2m in the 2008
reporting period from £1.7m in 2007. 

Although in the 2008 financial period Lasgo Chrysalis has
undoubtedly been impacted by the ongoing fall-off in demand for
physical CDs and DVDs, the management team has successfully
continued to diversify its product lines: in 2008, 20% of Lasgo
Chrysalis’ revenues were from the sales of books, as opposed 
to 10% in 2007. 

Lasgo Chrysalis has also benefited from the difficulties
experienced by a number of its commercial rivals, many of whom
have collapsed this year, enabling Lasgo Chrysalis to both acquire
stock at reduced value and take on business previously
undertaken by failed competitors. 

Given the uncertain backdrop of this business, Lasgo Chrysalis
continues to hold very prudent levels of stock and the management
team continues to monitor the performance of the business. 

Table 3: Lasgo Chrysalis
2008* 2007

£m £m

Revenues 20.9 21.3
EBITA 1.2 1.7
EBIT 1.2 1.7

*For the 13 months ended 30 September 2008.
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Our performance in 2008

Current year trading outlook
Overall, Chrysalis PLC is currently trading in line with the 
Board’s expectations. 

Chrysalis Music
Music Publishing 
The release schedule for the first two months of the current
financial period has been fairly quiet, as expected, although
encouragingly the NPS is currently ahead of the same period 
last year. The first two months of the financial year typically 
only account for about 10% of the full year NPS. 

We have high hopes for artists scheduled to release albums 
during the 2009 financial period, who include Ray LaMontagne,
Bat for Lashes, Yeah Yeah Yeahs, CeeLo Green and White Lies,
amongst others.

Many of our artists’ albums have featured prominently in the end
of year ‘Album of the year’ polls, including Bon Iver, Fleet Foxes,
Portishead, the Raconteurs, Laura Marling, TV On The Radio,
Roots Manuva and Isobel Campbell, all of which should provide 
a fillip to future income.

Given the quiet start to the year and the prevailing economic
environment, the Board is targeting a flat year-on-year NPS
performance in 2009. The Board is hopeful, however, of a 
return to NPS growth in the coming years as the renewed focus
on exploiting our core music publishing assets delivers the
anticipated benefits. 

Non-Publishing
The restructured Echo Label, Chrysalis Copyrights and Flatiron
Management are performing in line with expectations. The 
Board continues to carefully monitor the performance of the 
non-publishing businesses: their future as part of Chrysalis PLC 
is dependent upon their ability to contribute to the Group’s NPS
and deliver a profit.

Lasgo Chrysalis
Lasgo Chrysalis’ performance in the first three months of the
current financial year is ahead of the equivalent period in 2008.
The Board, however, is mindful that Lasgo Chrysalis trades in 
the volatile entertainment product retail market, which is very
sensitive to the prevailing economic climate.

The Board of Chrysalis remains focused on ensuring that the day-
to-day performance of both Chrysalis Music and Lasgo Chrysalis,
as well as the future strategic direction of these businesses, are
optimal in enhancing the value of its core assets and thereby
delivering a return for all shareholders.

Chrysalis Annual Report and Accounts 2008 7
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As a focused, independent music
company we are in an excellent
position to take advantage of our 
rich heritage and reputation within
the wider music and entertainment
product distribution industries. 
Our strategy continues to be to
strengthen our core, creatively-led
music publishing business through
both organic growth and selective
acquisition and to exploit the already
substantial intellectual property
accumulated in this valuable asset.
The Board remains committed to
ensuring that value is maximised 
for all shareholders.
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Our operations
The Group’s business has undergone a significant
change in both size and focus in the past 13 months
following the successful sale of Chrysalis Radio to
Global Radio and the restructuring of the Group 
to focus on music alone.

Chrysalis PLC now operates as an independent music company.
The Group’s principal areas of business comprise: 

Chrysalis Music Publishing which includes the Group’s
international network of music publishing companies, whose
purpose it is to exploit and grow Chrysalis’s rich catalogue of
music copyrights; 

Chrysalis Non-Music Publishing which is made up of The Echo
Label, a copyright exploitation company; Chrysalis Copyrights, 
the owner of certain Master recordings and Flatiron Management,
an artist management company;

Lasgo Chrysalis, a UK-based wholesale entertainment product
distribution business which serves both the domestic and overseas
wholesale, retail and online markets with CD, DVD and book
products.

Our strategy
In April 2008, following the end of the offer process
of Chrysalis PLC, the Board thoroughly examined the
Company’s strategic development objectives to ensure
the ongoing growth and success of the Group.

At this point it announced that the key components of this
strategy were to:

• focus the business on the core assets, the music publishing
catalogues, and concentrate on growing the NPS, building 
on Chrysalis’s proven track record in nurturing new artists 
and writers, which is reflected in the 243% growth in NPS 
in the last 14 years;

• restructure the core music publishing business to increase
efficiency and to improve profitability by reducing overheads. 
As part of this process, Chris Wright will become part-time
Executive Chairman; and

• conduct an operational review of non-publishing businesses 
and assets including an assessment of the potential for
divestments, any proceeds of which would be used to pay 
down existing debt.

As a result, the Board has conducted a far-reaching review 
of the business and a substantial amount of restructuring has
taken place in the second half of the financial period. This can 
be summarised as follows: 

• Chrysalis Music’s publishing division has been slimmed down,
with a renewed focus on generating NPS. The restructuring 
has led to a number of management changes and a 10%
reduction in our worldwide workforce. The £0.7m cost of these
redundancies is reported within the separately disclosed items;

• Chrysalis Music’s recording activities: The Echo Label has also
been restructured and now will operate as an exploitation
company. The £1.8m costs associated with this, including 
the write-down of goodwill and artist advances, are reported
within the separately disclosed items. As a result of the changes
made, The Echo Label should achieve a small profit in 2009. 
In addition, the profit earned from the exploitation of The 
Echo Label’s master recordings will be reclassified as NPS 
in the future; 

• as part of the review, it was decided that the gross profit from
the exploitation of the master recordings and producer rights
from Chrysalis Copyrights would be reclassified as NPS from
2009. The gross profit generated by Chrysalis Copyrights in the
13 months to 30 September 2008 was £0.5m (2007: £0.7m);

• a number of savings have been implemented within the
corporate overhead, which has allowed us to reduce the costs 
in this area more rapidly than previously announced. As a 
result, the corporate overhead charge for the 13 months ended
30 September 2008 was £2.2m, down from £4.8m in 2007. 
As part of the review it was announced that the Chairman,
Chris Wright would move to part-time Executive Chairman,
leading to a reduction in salary and related office costs of 50%.
The full impact of this saving will be reflected in the 2009
financial period; 

• we have also undertaken a review of our office buildings 
in London: 

– the freehold of the Bramley Road property is for sale and we
have commenced the consolidation of office space at these
premises into a significantly smaller area to save on overheads. 

– we have reviewed our leasehold commitments at Frestonia 
(a leasehold property to the rear of Bramley Road), in particular
due to the end of the sub-lease with Global Radio, and made
a £1.1m provision in respect of anticipated vacant space. 
This is reported within the separately disclosed items; and

• detailed impairment reviews of acquired catalogues have 
also been carried out, leading to a write down of £2.4m which
is reported within the separately disclosed items in the 2008
accounts. In addition, the goodwill on the acquisition relating 
to our German subsidiary, Global Music (Chrysalis Music
Holdings GmbH), has been impaired by £2.2m, and is reported
within the separately disclosed items.

Whilst the review is now substantially complete, the Board of
Chrysalis will continue to examine the cost structure and efficiency
of each of the divisions in order to ensure that the Group’s
business strategy is best positioned to increase the value of 
its unique music publishing and other assets to maximise
shareholder value. 
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We remain confident that the quality
and depth of our catalogues together
with the refocussing of the Chrysalis
Music division will deliver enhanced
NPS in the future.
Jeremy Lascelles
Group Chief Executive

Business review Chrysalis Music
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Industry background
There have been significant changes over the past decade in 
the way recorded music is accessed and acquired by consumers
and this has impacted the overall value of the global music
industry, which has fallen in value terms from $45bn in 1997 
to an estimated $32bn in 2007. The area most impacted by this
period of change is the global recorded music industry. The global
recorded music market has seen a significant fall in value terms 
of 28% from $34.2bn in 2001 to an estimated $24.5bn in 2007
(Enders Analysis: April 2008). This decline reflects the difficulties
record companies have had in adapting their business models to
take account of the changes in the ways consumers now purchase
their music product, the damaging impact of the distribution 
of illegal recorded music product and the repercussions of the
revenue model of digital downloads. In April 2008, Enders
forecast that the global recorded music market will continue 
to decline, by a further 12% in the period from 2008 to 2012.

Global Music Publishing Industry
Unlike the recorded music industry, which has seen a significant
fall in revenues over the past five years, the music publishing
industry has experienced revenue growth of 46% over the same
period from $5bn in 2001 to an estimated $7.3bn in 2007 
(Enders Analysis: April 2008). This is due to the robust business
model enjoyed by music publishers who derive their revenues
from a number of different sources: mechanical revenues from 
the sale of physical product which includes formats such as CDs,
digital downloads or ringtones; performance revenues which 
are derived from radio/TV broadcasts and live performance; 
and synchronisation revenues from the placement of music in
advertising, film, TV or computer games. In addition, although
mechanical income has declined as a percentage of income for 
a music publisher, it has not declined in line with the recorded
music market given the fixed nature of the royalty rate structure
that currently exists in the US and in Europe. 

Publishers have also been net beneficiaries of some of the
changes that have taken place across the broader music, media
and entertainment industries in recent years. In particular,
publishers are benefiting from the proliferation of broadcast
media channels, the growth in popularity of live music, increasing
revenues from synchronisation and better international royalty
collection mechanisms. These areas are likely to continue as 
key components of the growth of the music publishing industry 
in the future. In addition, the music publishing industry is likely 
to experience a rising proportion of income from the increasingly
regulated and legitimised areas of music consumption such as
digital downloads, mobile content and revenues generated by
social networking sites. These developments, combined, support
the industry growth forecast for global music publishing revenues
to increase at a compound annual growth rate (‘CAGR’) of 1.6%
between 2007 and 2012 (Enders Analysis: April 2008).

Our market position and strategy
Music Publishing
Chrysalis Music’s publishing operations accounted for 54.8% 
of the turnover of Chrysalis PLC in the 13 month period ending 
30 September 2008, and 53.4% in 2007.

Chrysalis Music is one of the largest independent music publishers
in the world with operations in the UK, US, France, Germany,
Scandinavia, Benelux, Italy and Spain. In the UK, Chrysalis Music
has been the number one independent music publisher by market
share for four of the past eight years.

Chrysalis Music owns, represents and exploits the copyrights 
of songwriters, retained within the Chrysalis Music catalogue.

Over the past 40 years, Chrysalis Music’s catalogue has expanded
to comprise approximately 65,000 music publishing copyrights.
The catalogue is broad and varied, with ‘evergreens’ such as
Blondie, Billy Idol, David Bowie and Jethro Tull, through to 
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current chart acts such as Gnarls Barkley, Estelle, Pendulum, Ray
LaMontagne and David Gray, with other artists in between, such
as Leftfield, Moloko and Portishead. Chrysalis songwriters have
had their material recorded by artists as diverse as Madonna,
James Morrison, The Dixie Chicks, Mariah Carey, Eminem, 
Michael Jackson and Will Young.

Chrysalis Music has consistently outperformed its industry peers
with its NPS growing by 243% from £3.2m in the financial year
ended 31 August 1994 to £11.0m in the 13 month period ended
30 September 2008. This level of performance by Chrysalis Music
has been achieved due to:

a) The successful strategy of actively investing in A&R.
In addition to the back catalogue of songwriter copyrights,
Chrysalis Music has an active A&R function, which enables it
to be well placed to identify artists in the key early stages of
their careers. It is a combination of the heritage of Chrysalis
Music and its proven track record in nurturing new artists that
makes it a compelling proposition for current songwriters and
makes ‘Chrysalis’ a successful brand. The Board believes that
successful investment in A&R is directly correlated with future
years’ growth in NPS.

b) Successful implementation of a strategy to increase 
the proportion of NPS income earned from the higher
margin area of synchronisation (the placement of music
in advertising, film or TV). Chrysalis Music has fully
resourced synchronisation departments in all the territories 
in which it operates who are charged with proactively seeking
opportunities to exploit the Chrysalis Music catalogue of
copyrights. Income from synchronisation has increased
consistently and in the 13 months ended 30 September 
2008 accounted for 26.3% of NPS, up from 25.0% in 
the 12 months ended 31 August 2007 and up from 20.5% 
in 2006.

c) The breadth and depth of the Chrysalis Music catalogue.
In 2008, the top 40 NPS earners accounted for 46.0% of the
overall NPS (2007: 54.0%) illustrating that Chrysalis Music 
is not reliant on the success or failure of any one individual
artist. The top 40 earners in 2008 were drawn from across the
catalogue and included amongst them, Blondie, David Bowie,
Ray LaMontagne, Labi Siffre, Paul Anka, David Gray, Billy Idol
and OutKast. Recent new signings, including The Gossip,
Pendulum and Devendra Banhart also appeared in the top
earners for the first time. 

d) Efficient administration. Chrysalis Music has dedicated
resources for the collection of royalties worldwide, the
protection of copyrights and income tracking. This ensures
that the complex process of global income collection for
mechanical and performance royalties is carried out in an
efficient, timely and accurate manner. In 2008, further
progress has been made in our royalty collection processes,
enabling us to recognise an additional £0.5m of accelerated
overseas earnings in the reported £11.0m NPS for the 
13 months to 30 September 2008 (2007: £11.9m). 

The Board believes that, following the restructuring and renewed
strategic focus on growing NPS, Chrysalis Music remains capable
of outperforming the music publishing market and maintaining 
its long held objective of NPS growth over the medium term.
Chrysalis Music’s publishing division also now operates with 
a more appropriate cost structure which should improve the
profitability of the business over the coming years. 

Chrysalis Annual Report and Accounts 2008 11
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Non-Publishing
Music Recording
Chrysalis Music’s recording operations accounted for 2.3% of 
the turnover of Chrysalis Group in the 13 month period ending 
30 September 2008, and 4.3% last year.

In 2007, The Echo Label benefited from the new business 
model implemented in 2006, whereby the label operated as 
an ‘incubator’ label for developing writer-artists signed to our
international publishing operations. However, in the current
financial period, the ability of the company to upstream to a 
major label has been impacted by the offer process and we have
not secured an upstream deal for any of these artists this year. 

Also, Feeder had considerable success in the first six months 
of the 2007 financial year with their ‘Greatest Hits’ album, 
which sold over 500,000 copies. However, the current album 
has performed disappointingly, selling less than 50,000 copies.

As a result, the recorded music operations at Chrysalis Music 
have been substantially restructured. The Echo Label now operates
as an exploitation company, maximising the value of its existing
master copyrights. As such, the gross profit will be reported 
as NPS in the future. This measure has removed a substantial
amount of the risk inherent in the recorded music model and
should enable the division to trade profitably.

Other non-publishing
Chrysalis Music’s other non-publishing operations accounted for
4.4% of the turnover of Chrysalis Music in the 13 month period
ending 30 September 2008 and 4.6% in 2007.

Chrysalis Copyrights
Chrysalis Copyrights owns rights to interests in several vintage
record catalogues including The Beatles, Tom Jones and Engelbert
Humperdinck. The classic recordings of both Tom Jones and
Engelbert Humperdinck remain popular and, as such, their
catalogues are regularly demanded for synchronisation in
commercials, film and TV programming. In addition, the Group
owns George Martin’s producer royalties for The Beatles catalogue.

During the review of Chrysalis Music, it was decided that the 
gross profit from the exploitations of the master recordings and
producer rights from Chrysalis Copyrights would be reclassified 
as NPS from 2009. The gross profit generated by Chrysalis
Copyrights in the 13 months to 30 September 2008 was £0.5m
(2007: £0.7m). 

Artist Management
Chrysalis Music also operates a small, US-based, artist
management company, Flatiron Management. Their client roster
includes My Morning Jacket and Flight of the Conchords. Flatiron
Management gives Chrysalis Music access to the growing areas 
of artist touring, merchandising and sponsorship. 
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Lasgo Chrysalis produced a strong
performance in the 2008 financial
period, far exceeding the initial
expectations of the Board.
Peter Lassman
Chief Executive Lasgo Chrysalis

Business review Lasgo Chrysalis

Industry background
Global entertainment product market
The challenging market conditions that we experienced in 2007
have largely remained throughout the 2008 financial period. 

As anticipated, there has continued to be weakness in demand 
for CDs in all the markets in which the company operates. Many
high street retailers – both in the UK and abroad – have reduced
the space within their stores given over to the sale of this genre.
However, an element of the retail space previously made available
to the sale of CDs has now been allocated to other product lines
including DVD and books – both of which the company
distributes. The division’s business with its online customers such
as Amazon continues to experience good levels of growth. 

The DVD market meanwhile (although now considered ‘mature’)
is still buoyant. During the past year, we have seen the introduction
of Blu-ray, which is the new format that the major film studios are
now supporting. The company has already experienced significant
sales from this genre. 

Although Lasgo Chrysalis’ book business remains the smallest part
of its entertainment offering, the past year has seen a noticeable
increase in demand which is expected to be sustained during 
the current financial period. In 2008, 20% of Lasgo Chrysalis’
revenues were from the sales of books, as opposed to 10% 
in 2007. 

Our market position and strategy
Lasgo Chrysalis is a wholesale distribution company that has been
part of the Group since 1985. It is focused on the distribution of
CDs, DVDs and books to an international base of both high street
and online retailers. Lasgo Chrysalis acts as a distributor on behalf
of all major music and film companies as well as book publishers.

The company specialises in ‘campaign’, rather than chart product for
both major music retailers (high street and online) and wholesalers
worldwide. Approximately half of Lasgo Chrysalis’ business is in the
UK market and the balance is to a variety of retailers, wholesalers,
chain stores and online customers in over 30 countries.

Although the company has experienced an overall decline in its
ongoing volume, the fact that other competitors in its sector have
both ceased trading and are encountering financial difficulties has
lead to a small but noticeable increase in its gross margin.

In such a testing environment, the wealth of management
experience within the company and its tight financial controls,
have ensured that the company remains healthy and profitable.
Due to the strength of its balance sheet, the company continues
to enjoy the support of its credit insurers – an essential asset
during such periods of worldwide economic instability.

The Board, however, closely monitors the performance of the
company in the light of both the current economic climate and
the volatility of the sector in which it operates.
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Chrysalis has faced a number of
challenges this year which are reflected 
in our result. We also repaid £96.5m to
shareholders and restructured the business
to maximise the return on our core assets.
Andy Mollett
Group Finance Director

Financial review
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Basis of preparation of the financial
statements
The 2008 financial statements have been prepared under
International Financial Reporting Standards as adopted by the 
EU (Adopted IFRS). The parent company’s financial statements 
are prepared in accordance with UK GAAP.

The Board announced on 15 April 2008 that it would change 
its accounting reference date to 30 September and, accordingly,
will report results for the 13 month period ended 30 September
2008. The new accounting reference date will better align the
Group’s royalty receipt and payment cycle with the new interim
management statement reporting timetables required under 
the disclosure and transparency rules. The comparable figures 
are for the 12 months ended 31 August 2007.

Results and commentary
We run our businesses with a focus on the key performance
indicators of NPS, EBITA and pre-tax profit. NPS is our key metric,
as it is the industry-wide basis for the valuation of catalogues, 
and provides a benchmark of our value. EBITA is stated before
adjustments for amortisation of intangible assets, impairment
provisions, and gains/(losses) on derivative financial instruments
and interest. EBITA is monitored on a monthly basis. We believe
they are indicators of the true underlying performance of our
businesses and align profit with the cash generated. In addition to
these key metrics, many investment analysts also focus in on our
normalised pre-tax profits as a measure of reflecting management
performance and actions. 

The financial results for the period ended 30 September 2008 
and the comparative results for 2007 show the results of the
continuing operations of the Group which consist of Chrysalis
Music and Lasgo Chrysalis. The results for Chrysalis Radio, which
was sold on 31 July 2007, and the profit we generated on the
disposal are disclosed separately in the income statement within
the result from discontinued operations. 

Continuing operations
As expected, revenues for the continuing operations of the 
Group declined by 4.0% to £54.1m (2007: £56.4m). This was
partly due to the fall in non-publishing revenue, especially Echo,
down 31.8%, and a 2.0% fall in revenue at Lasgo Chrysalis. 

At the EBITA level, Music Publishing EBITA declined by 84% to
reach £0.4m (2007: £2.5m), Non-music Publishing EBITA declined
to a loss of £0.7m from a profit of £0.4m last period, and Lasgo
Chrysalis saw EBITA decline by 29% to £1.2m (2007: £1.7m).
EBITA for the Group’s operations was also impacted by £18.8m
one-off costs relating to the:

• restructuring of the Music Publishing business, £0.7m; 

• impairment of goodwill associated with the Music Publishing
business, £2.2m; 

• impairment of intangible music catalogue assets, £2.4m;

• restructuring of the Echo business and the associated
impairment of goodwill, £1.8m;

• aborted costs of the sale process, £0.9m;

• pension buy-out, £8.2m;

• impairment of the freehold property at Bramley Road 
held for sale, £1.5m; and

• provision for rental costs associated with vacant space 
at Frestonia previously occupied by Global Radio, £1.1m. 

In addition, we concluded a settlement with our previous 
Chief Executive which has been disclosed with the loss on
discontinued operations.

Corporate overheads fell to £2.2m from £4.8m in 2007, as many
of the corporate functions were slimmed down and simplified.
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As a result of these items, the reported LBITA for the continuing
operations for the 13 month financial period ended 30 September
was a loss of £19.8m (2007: a loss of £3.0m). 

After charging amortisation for the period of £0.2m (2007: £0.1m),
the Group’s loss from operations for the 13 month period ended
30 September 2008 was £20.0m (2007: £3.1m).

Interest
The Group’s net interest credit of £1.2m (2007: charge of £2.8m)
is stated after crediting gains arising on the change in the fair
value of derivative financial instruments. In 2008, these gains
amounted to £1.3m (2007: gain of £0.9m). After adjusting for
these gains, and including the interest relating to sale of the
Chrysalis Radio business, the underlying interest cost for 2008 
was a charge of £0.2m, which showed a reduction of £3.5m on
the comparative charge of £3.7m for 2007, reflecting the interest
earned on the proceeds of the Chrysalis Radio disposal for three
months from 31 August 2007 to 11 December 2007, and the
higher interest charged on the higher securisation balance during
the previous period.

Loss before tax
The normalised pre-tax loss for the Group for the 13 month
period ended 30 September 2008 was £1.1m (2007: £3.7m). 
The normalised pre-tax loss for the 13 month period ended 
30 September 2008 excludes £0.2m of amortisation, the £1.3m
gain on derivative financial instruments and the separately
disclosed items of £18.8m. Taking these into account, the 
Group’s loss before tax from continuing operations was £18.8m
(2007: loss of £6.0m).

Tax
The tax credit of £32,000 for the 13 month period ended 
30 September 2008 (2007: tax credit of £1.9m) reflects the loss
before tax for the period offset by the reversal of a deferred tax
asset. The tax credit is adversely impacted by the non-deductible
impairment charges recorded in the period. 

Discontinued operations
Discontinued operations shown in the financial results for the 
13 months ended 30 September 2008 show a loss for the period
of £0.5m (2007: £105.8m) relating to the settlement with our
previous Chief Executive. 

Earnings per share
Our basic loss per share, which include the separately disclosed
items was 21.20p (2007: earnings per share of 60.68p).

The basic loss per share from continuing operations was 20.62p
(2007: loss per share of 2.50p). 

Dividend
In light of the return of capital to shareholders in December 2007,
Chrysalis will not pay a final dividend for the 13 month period
ended 30 September 2008. 

Balance sheet
The Group’s net assets have decreased significantly over the
period, decreasing from £120.1m in 2007 to £2.0m, a decrease 
of £118.1m which mainly reflects the £96.5m return of capital 
to shareholders, along with the effect of the separately 
disclosed items.

Goodwill has been impaired by £3.2m after a review of the
carrying values of our German subsidiary and the restructure 
of the Echo business. Acquired intangible music publishing
catalogues have also been reviewed and impaired by £2.2m,
alongside the annual amortisation of £0.2m. Property, plant 
and equipment of £1.0m show a reduction of £10.2m over the
period, predominantly due to the freehold at Bramley Road being
classified as an asset held for sale.
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Key financial highlights
2008 2007

£m £m

Revenue 54.1 56.4
Loss from operations (20.0) (3.1)
Loss before tax (18.8) (6.0)
Normalised pre-tax loss (note 1) (1.1) (3.7)
(Loss)/profit from discontinued operations (0.5) 105.8
Basic (loss)/earnings per share (21.20)p 60.68p

Note 1: Normalised pre-tax loss comprises profit from continuing operations before
taxation, gains/(losses) on derivative financial instruments, amortisation of intangible
assets and separately disclosed items. 
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Current assets at 30 September 2008 amounted to £59.4m,
showing a decrease of £146.1m from the position at 31 August
2007 of £205.5m. Receivables and prepayments show a reduction
as advances to artists have decreased by £2.3m reflecting the
higher advance provisions this period. The asset held for sale 
at £8.0m is the estimated net realisable value of the freehold
property at Bramley Road, which was classified as a non-current
asset in 2007. In addition, the employee benefit balance relates 
to £1.5m due back from Paternoster UK Limited following the
pension scheme buy-out. This balance was received in October
2008. In 2007, employee benefits were shown a non-current
liability of £4.6m, as they were the liability for final salary
obligations under the now bought-out scheme.

Current liabilities of £43.3m are consistent with last period. 
This includes £7.2m of loan notes, £5.5m of mortgage secured 
on the freehold, and £2.0m of overdraft.

The Group has no short-term financing requirements. Long-term
liabilities of £20.3m comprise our securitisation borrowing of
£19.2m (stated net of unamortised issuance costs of £1.9m) and
the vacant property provision of £1.1m in respect of Frestonia.

The Group used £40.0m of the proceeds of the disposal 
of Chrysalis Radio to reduce securitised borrowings on 
10 September 2007. 

Net cash flow
The net cash outflow from operating activities for the period 
was £1.4m, a decrease of £8.6m on the comparative figure 
for 2007 of £10.0m, reflecting interest earned on higher cash
balances and lower interest costs due to the repayment of 
£40.0m of our securitisation facility. We invested £0.2m in
property, plant and equipment during the period (2007: £1.0m).
There were no substantial acquisitions of music publishing
catalogues (2007: £0.6m). 

Overall, our cash and cash equivalents amounted to £20.4m 
at 30 September 2008, a decrease of £150.5m over the
corresponding figure for 2007 of £170.9m.

Our gross borrowings at 30 September 2008 amounted to
£33.9m (2007: £71.7m) and included the music publishing
securitised loan of £19.2m (stated net of unamortised issuance
costs amounting to £1.8m), a property mortgage of £5.5m,
£7.2m in loan notes and an overdraft of £2.0m. 

Our net debt at 30 September 2008 amounted to £11.5m 
(2007: net cash of £99.2m). 

Corporate activity
The Board of Directors announced on 5 December 2007 that 
they were in preliminary discussions with select parties which may
or may not lead to an offer being made for the entire issued share

capital of the Company. The Board subsequently announced 
on 15 April 2008 that the offer process resulted in a firm 
proposal from a third party to acquire the Company for 155p 
per share in cash. The Board of Directors stated that they had
consulted with the Group’s advisors and its major shareholders
and had unanimously rejected the proposal as they believed the
proposal significantly undervalued the Company. As a result, the
Board of Directors stated that it had terminated the process and
confirmed that they had ended discussions with potential buyers.

Costs amounting to £0.9m were incurred in considering and
assessing the offers received from third parties, principally
comprising legal and professional fees. These have been
separately disclosed in the income statement.

Pensions 
The Group announced in November 2007 that it intended to 
buy-out the liabilities of the Group pension scheme. The Board 
of Directors committed to the winding up of the Chrysalis Group
Retirement Benefits Scheme (‘the Pension Scheme’) with its
trustees on 31 January 2008. This has been accounted for as 
a settlement and curtailment under IAS 19 – Employee Benefits 
as at 31 January 2008. In determining the effect of the settlement
and curtailment, the obligation and related plan assets were
remeasured using current actuarial assumptions. A buy-out of the
Pension Scheme is being effected through a buy-out policy with
Paternoster UK Limited. The total estimated cost of the buy-out is
£8.2m, which includes a provision for legal and professional fees. 

Financial instruments and capital structure
The main objective of our financial management policies is to 
use funds from a variety of sources, principally debt and equity, 
to maintain an appropriate level of gearing, maintain flexibility,
provide capital to continue to invest in our businesses and finance
appropriate acquisitions if and when they arise. 

The Group’s financial instruments comprise bank borrowings, 
a loan securitised on our music publishing catalogue, loan stock
issued by a subsidiary company, cash and liquid resources and
other resources such as trade creditors and debtors that arise 
from our trading operations.

Our £75.0m long-term securitised loan facility originally put in
place in March 2001 and increased and extended in January 2006,
continues to act as the cornerstone of our borrowing strategy.
When we increased this loan facility in January 2006 from its
original amount of £60.0m, we negotiated a new three-year
moratorium on capital repayments until September 2010 and 
an extension of the maturity date of the loan to September 2021.
The security for the loan is non-recourse to the remainder of the
Group. The loan facility includes a £6.0m reserve facility which
means in practice we can currently draw down £69.0m, although
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there are circumstances where the amount we can draw down
will increase to £72.0m. At 31 August 2007, we had drawn down
£61.1m of the loan. We repaid £40.0m of the loan on 10 September
2007 and the amount currently outstanding amounts to £21.1m.
We can draw down on the undrawn facility of £47.9m at any time
up until September 2010. 

A fundamental condition of the securitised borrowing was that
we took out a long-term interest rate swap to hedge the underlying
interest rate. Currency hedges were also required and have been
employed in respect of a proportion of the publisher’s share of
principal overseas income. 

Other Group indebtedness at 30 September 2008 comprised 
a £5.5m bank mortgage loan and £7.2m of subsidiary company
loan notes issued as consideration for corporate acquisitions 
in prior periods. 

The Group’s policy in respect of foreign currency and interest 
rate risks is, where appropriate, to use uncomplicated and 
cost-effective instruments to provide a hedge against adverse
interest rate and currency movements. As far as possible we seek
to maximise the use of internal hedges by matching foreign
currency income with foreign currency payments. We use a series
of forward foreign currency contracts to hedge the currency risks
associated with our net music publishing income, to the extent
that it is committed to the interest and capital repayments on 
our securitised borrowings. Financial assets and liabilities of
overseas subsidiaries are held in the currency of the country 
in which they operate. 

We continue to utilise interest rate collars and swaps to hedge
interest rate movements for the securitisation borrowings. These
allow the interest rates we pay to move within the collar rates or
are fixed at the transacted rate (swap). The interest we pay on the
£7.2m loan notes and any short-term overdraft borrowings are at
floating rates.

The accounting policies relating to the translation of the results,
assets and liabilities of these overseas companies are set out in
note 1 to the consolidated accounts. The Group has not used 
any derivative instruments or techniques to mitigate against the
exchange risk associated with its net investment in, or the results
of, overseas companies.

Note 27 sets out the disclosures we are required to make 
under IFRS 7, 32 and 39 which deal with financial instruments.
The detailed information in the note indicates that there was 
a negative fair value of £0.8m (2007: negative £0.4m) in 
respect of our interest rate collars, as the floor rates under both
arrangements are currently higher than the equivalent Royal Bank
of Scotland base rate. The amount represents the net present
value of the opportunity cost to the Group, over the whole of 
the outstanding term, of the difference between the current base

rates and the floor rates, assuming that current bank base rates
remain static throughout the remaining terms of the underlying
hedge agreement. The floor rates contained within the interest
rate collar agreements put in place were therefore those obtained
in the market at that time, and approximate to the current base
rate of 5.75%. This deficit is offset by the positive fair value 
of £0.9m (2007: positive £2.4m) on our interest rate swap 
which was put in place in January 2006 as part of the increased
securitisation facility. The currency hedges discussed have resulted
in a loss on remeasurement to fair value of £0.5m (2007: gain of
£0.8m), which is included in net finance cost. 

In addition to the above instruments, the Group entered into an
interest rate hedge agreement to protect the value of the pension
scheme buy-out undertaken earlier this period. The conclusion 
of this agreement resulted in a gain of £1.8m in the period.

The Group’s liquidity policy ensures continuity of funding in 
the short term and medium term by the use of the cash deposits,
undrawn bank and other facilities. The maturity profile of 
financial liabilities at 30 September 2008 is described in note 27
to the accounts.

Other than noted above in relation to financial instruments, the
Directors are of the opinion that the fair values of the Group’s
financial assets and liabilities as at 30 September 2008 are equal
to or greater than their book value. Details of the fair values of
financial instruments are set out in note 27 to the accounts. 

Going concern
The Group’s business activities, together with the factors likely 
to affect its future development, performance and position are 
set out in the key risks and uncertainties on pages 18 to 20. The
financial position of the Group, its cash flows, liquidity position
and borrowing facilities are described in the financial review pages
14 to 17. In addition, note 27 to the financial statements includes
the Group’s objectives, policies and processes for managing its
capital; its financial risk management objectives; details of its
financial instruments and hedging activities; and its exposures 
to credit risk and liquidity risk.

The Group has significant undrawn credit facilities and adequate
working capital. 

On the basis of current financial projections, undrawn facilities
and level of working capital, the Directors have a reasonable
expectation that the Company and the Group have adequate
resources to continue in operational existence for the foreseeable
future. Accordingly, they continue to adopt the going concern
basis in preparing the annual report and accounts.
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Risks relating to the global economy
Significant further downturn in the economy
The Group operates worldwide and, as with all international
companies, is susceptible to current weakness in the global
economy. Whilst this is an external factor, and thus beyond the
Group’s control, it regularly reviews its progress against forecasts,
in order that it is able to appropriately adjust its business to any
change in the economic backdrop. Overall, Chrysalis is well
diversified internationally, with 40.0% of its turnover now derived
from overseas territories up from 39.2% last year. Lasgo Chrysalis’s
income is mostly derived from the UK retail market, and it is
particularly susceptible to a downturn in the UK economy. Failure
to adjust to changes in the global economy as such could have 
a material adverse effect on the Group’s business, finances and
continuing operations.

Risks relating to the industry
Further decline in the sales of physical music/DVD product
The music industry continues to face the challenge of the
changing means by which consumers choose to access music,
including digital downloads, illegal downloading and pirated
product, all of which are contributing to a fall in the sale of
physical product. The industry still does not expect the downturn
to be offset by new digital and internet-based revenue streams.
Although as a music publisher we are protected from price
deflation in the physical recorded music market, owing to the
predominantly fixed nature of mechanical royalties, any decline 
in the volume of sales of physical music product impacts the
mechanical royalty rates received by the Group and could have 
a material adverse effect on the Group’s business, financial
condition and/or results of operations.

In addition, 80% of the turnover of Lasgo Chrysalis is generated
by the sales of physical music and DVD product. Any further
decline in the global sales of physical music and DVD product
could have a material adverse effect on the Group’s business,
financial condition and/or results of operations.

Legal and regulatory environment/impact of external bodies
The music industry is highly regulated, and any changes in the
regulatory or legal environment in which the Group operates
could impact its ability to execute its strategy and grow its
business. In particular, key aspects of the music publishing 
industry are set by external bodies: in the US, the mechanical
royalty rates are set by the US copyright tribunal; outside the 
US they are typically negotiated on an industry-wide basis; and
performance royalty rates in all territories are generally set by the
local performing rights societies, although these rates may be
challenged by their licensees at any point in time. As a result,
either mechanical or performance royalty rates could, at any time,

be reduced, which could have a material adverse effect on the
Group’s business, financial condition and/or results of operations.
We note that the US Copyright Board ruled earlier this year that
royalty rates are to be maintained at current levels.

Failure to fully exploit new growth areas
There are substantial new areas within the music industry to 
be developed and exploited for financial benefit. These areas
include digital downloading, the use of music on internet websites
and the use of music on mobile phones. In order to ensure that
industry participants can fully benefit from these new potential
areas of income, many industry participants, including the Group,
belong to a variety of international publishing societies, such as
the MCPS/PRS Alliance. These societies represent the music
publishing industry with respect to the negotiation of the payment
of royalties to publishers and songwriters by new media players,
as we are not big enough to carry out these negotiations
ourselves, unlike the Majors.

Understanding and monetising the opportunities for the Group’s
music publishing business in this new media environment are 
an important part of the Group’s growth strategy. Failure by the
Group to fully exploit the use of music in fast growing areas of
music consumption, such as social networking sites and digital
downloads, could have a material adverse effect on the Group’s
business, financial condition and/or results of operations.

Encouragingly, our digital NPS as a percentage of our total NPS
has more than doubled in 2008, showing that we are tapping 
into the digital income streams.

General risks relating to the business 
of the Group
Competition
The Group invests in songwriters and recording artists to 
sustain competitive advantage and also works continually 
to ensure that its cost base remains competitive. However, 
if the Group’s businesses fail to keep pace with industry trends
and developments, the Group may experience competitive
disadvantage. This may result in lower margins and loss of market
share and have a material adverse effect on the Group’s business,
financial condition and/or results of operations.

Failure to implement the Group’s strategy and meet targets
The future success of the Group depends on the successful
implementation of its strategy. In particular, if the Group fails 
to focus its business in accordance with its current strategy or 
fails to develop effectively its individual business units, there may
be an adverse effect on the Group’s future financial condition
and/or results of operations.
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Failure to meet acquisition expectations
The Group regularly reviews potential acquisitions and uses 
third-party advisors, where necessary, to assist it in detailed
financial modelling of any potential acquisition to ensure such
potential acquisition meets the Group’s growth strategy.
Acquisitions typically entail risks and could result in difficulties in
integrating the operations and personnel of acquired businesses. 
If the Group was not able to integrate acquisitions successfully,
there is a risk that an acquisition may fail to meet the necessary
financial targets or other advantages expected which could have 
a material adverse effect on the Group’s business, financial
condition and/or results of operations. 

Reliance on key employees
There are a small number of Directors and key employees whose
departure from the Group could, in the short term, adversely
affect the Group. It is the policy of the Group to provide
competitive remuneration packages to enable it to attract, retain
and motivate executives of the calibre and experience required,
whilst cost-effectively incentivising executives to deliver long-term
shareholder value. Whilst the Group has ongoing service
agreements with each of its key personnel, their retention cannot
be guaranteed. The Group carries out a thorough succession
planning review on a regular basis. 

The ability to attract new employees with appropriate expertise
and skill cannot be guaranteed. Speculation as to the future
direction of the Group could also impact the ability to attract or
retain key personnel. Any difficulty hiring or retaining employees
may have a material adverse effect on the Group’s business,
financial condition and/or results of operations.

Exchange rate risk
The non-UK entities within the Group transact and account in
their local currency. As the reporting currency of the Group is
sterling, these results are translated into sterling at the applicable
exchange rate. Adverse exchange rates could also impact on the
Group’s import and export business. Therefore, any significant
foreign currency exchange rate fluctuations may have a material
adverse effect on the Group’s business, consolidated results of
operations and/or financial position. The Group undertakes
forward purchasing and sales of foreign currencies and has
hedging instruments in place within Chrysalis Music to offset
foreign exchange risk. In addition, fluctuations in exchange rates
could also significantly impact the comparability of the Group’s
results of operations between financial periods.

Specific risks relating to the business 
of the Group
Music Publishing
The main risks in music publishing relate to:

1. The impact of a prolonged economic downturn on 
the NPS and profits of Music Publishing. Although the
Music Publishing model is to a certain extent fairly resilient 
to fluctuations in the global economy, certain elements of 
the income stream may be affected by a prolonged economic
downturn. These include falling sales of CDs and legitimate
downloads which would have a negative impact on the
mechanical income stream. A decline in global advertising
would affect the ability to earn higher margin synchronisation
income. Weakness in global advertising would also lead to
deterioration in performance income as much of this income
stream is a direct proportion of commercial broadcast
company revenues. 

2. The increased profile of Music Publishing within the
Group and the failure of the City to reflect its full value in 
the current share price. Any perceived or actual conflicts with
shareholders which reach the public domain could adversely
affect our status as a leading independent music publisher
and impact our ability to sign new artists/retain key staff. 

3. Failure to meet financial targets. The business is valued on
the basis of achievable NPS. Any disappointment on delivering
target NPS would have a detrimental impact to both the 
share price and the value of the business and our reputation
as a leading independent and could affect the ability of the
Company to remain as a standalone business. Progress against
budget is regularly monitored in the form of monthly
management accounts and the status report.

4. The competitive environment. The music industry remains
an extremely competitive environment in which to operate
and we are experiencing inflation in advances for signing both
new and proven artists. Investing in A&R is a key tenet in our
organic growth strategy and failure to do so could negatively
impact our NPS growth. We have regular A&R meetings and
talented staff in our A&R teams internationally. We are also
able to use our reputation as a leading independent to 
attract artists.

5. Slippage of product. As a music publisher we have no
control over the release schedule of a record company, 
and the phasing of album releases can impact our results on
an annual basis. Since much of our NPS is derived from back
catalogue we are to a certain extent protected from this, 
but we need to ensure that we are in close contact with 
the record labels with regards to timing of album releases 
in order that we can accurately forecast royalty income.
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Non-publishing
Recorded Music
The refocusing of Echo towards an exploitation role has
significantly reduced risk as the main risks to the business
previously of gaining upstream deals from major labels and
signing successful artists no longer apply.

Artist Management
Flatiron Management operates as a small US-based artist
management operation with a small roster of up and coming
artists. The key risks to this business are slippage of product, 
the reliance on personal relationships and the risk of an artist
leaving. The risk of an artist leaving suddenly is managed by
having contracts in place which contain ‘sunset clauses’ which
help protect the revenue streams. 

Lasgo Chrysalis
The significant internal risks are:

1. Stock Risk. Lasgo Chrysalis is very cautious when choosing
which titles to stock and in what quantities. Their buyers will
only purchase stocks, if the price is right and the demand for
the product is high. The stock holding is reviewed on a daily
basis, using computer records and physical inspections, by the
individual departments and the CEO. Should any slow moving
lines be identified, immediate action is taken to remedy this.

2. A decline in margins. This is managed through a
combination of efficient buying; strict cost control; maximising
margins and prompt payments of suppliers to encourage the
supply of deal product.

3. Loss of key individuals. This is managed by offering a
competitive remuneration/benefits and incentives package.

The significant external risks are:

1. Further global downturn in music retail sales and
weakness of releases in the audio and non-audio
markets. Whilst both these areas are beyond the control 
of Lasgo Chrysalis, the senior management retains close
contact with industry executives (both music company and
retail) in order to have the best possible understanding of 
the underlying state and future prospects of its market.

2. Loss of turnover through loss of major customers.
Management are seeking to broaden the customer base.

3. Adverse exchange rates impacting its import and 
export business. This is managed by a combination of high
margin imports and forward purchasing of currency.

4. Loss of turnover through continued reduction in
average selling prices across main formats. This is
managed by sustained product diversification and carrying
more lines of stock for customers.

5. Lack of suppliers of deal product for DVD. This is
managed by continuing to source new suppliers of deal
product, particularly for DVD, offering fast payment as
incentive to do business with us.
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Board of Directors
At 30 September 2008

1. Chris Wright CBE, BA

Executive Chairman and Co-Founder – Age 64
Under the Chairmanship of Chris Wright, the Group sold Chrysalis
Records to Thorn EMI in 1991 but retained the music publishing
interests. Chris led the foundation of the Group’s music publishing 
library and its expansion into both television production and radio 
station ownership. In 2003, the TV production business was sold
and in July 2007 the radio station business was sold, leaving the
Group in its original guise as a music publishing-based operation.

Chris re-entered the television business in 2004 with the 
purchase of Portman Film and Television and is now non-executive
Chairman of Digital Rights Group. He is the longest standing
shareholder in London Wasps Rugby Club and until recently 
was Chairman. He was awarded a CBE for services to the music
and entertainment industries in the Queen’s birthday honours 
list in June 2005.

2. Jeremy Lascelles
Group Chief Executive, appointed 2006 – Age 53
Jeremy Lascelles started his career in the music industry in the
early 70s as a band/tour manager before joining Virgin Records 
in 1979 as an A&R Manager. He spent 13 years at Virgin Records
in various A&R, Marketing and Managing Director roles before
joining Chrysalis as Managing Director of Chrysalis Music in 
1994. He has overseen the growth and expansion of the music
publishing company which has now become one of the leading
independent music publishers in the world. Appointed as
Managing Director of the Echo Label in 1998, Jeremy was then
promoted to Chief Executive of the Music Division in 2001. 
He was appointed to the Board of the Chrysalis Group on 
1 September 2006. In 2003, he was elected to the council of 
the BPI (who represent the UK recorded music industry), and 
also to the Board of AIM (the Association of Independent Music)
where he was made vice-chairman in 2004 before stepping down
from both posts in July 2008. Jeremy was appointed Group Chief
Executive on 25 September 2007.

3. Andy Mollett
Group Finance Director and Company Secretary, 
appointed 1 February 2008 – Age 47 
Andy Mollett joined Chrysalis on 3 September 2007 as 
Finance Director of Chrysalis Music and was appointed on 
1 February 2008 as Group Finance Director. He was previously
with EMI Music Publishing UK and before that was with Virgin
Radio for 10 years. He qualified as a Chartered Accountant 
in 1985 with KPMG. Andy is also a non-executive director 
of Channel 4 Corporation. 

4. Peter Lassman
Chief Executive, Lasgo Chrysalis, appointed 1987 – Age 56
Peter Lassman founded Lasgo Exports (later renamed Lasgo
Chrysalis) in 1978. He grew the business every year, winning 
the Queen’s Award for Export Achievement twice, before selling
the company to Chrysalis in 1985 where he remains a significant
shareholder. Peter continues to manage the highly respected
Lasgo Chrysalis London-based global distribution business,
encompassing audio, DVD and books.

5. Geoff Howard-Spink
Non-Executive Director, appointed 1997 – Age 64
Geoff Howard-Spink was a founding partner of advertising agency 
Lowe Howard Spink in 1981. He is currently Chairman of Immedia
Broadcasting plc and a non-executive director of the New Star
Investment Trust.

6. David Murrell, FCA
Senior Independent Director, appointed Non-Executive
Director 2000 – Age 62
David Murrell joined KPMG as a chartered accountant in 1968 
and became a partner in 1981. He founded and was chairman 
or chief executive of KPMG’s global media and entertainment
practice between 1984 and 1999. He now holds positions as
chairman, director or partner of several unlisted media, leisure 
and property businesses. He is also President of The Cinema 
and Television Benevolent Fund. David was appointed Senior
Independent Director on 1 October 2003 and became Chairman
of the Chrysalis Group’s Audit Committee on that date.

7. Jorgen Larsen
Non-Executive Director, appointed 2006 – Age 67
Jorgen Larsen began his career in advertising and market research
in his native Denmark and spent five years as marketing manager
for Procter & Gamble in Geneva. Following this, he moved into
the music industry where he enjoyed a long and successful career
spanning 34 years, including senior roles at CBS, Sony and MCA.
He was appointed Chairman and CEO of Universal Music
International, the world’s largest music company, in 1998, where
he was responsible for overseeing the activities of the group in 
77 countries outside of North America. Following his retirement
from Universal in June 2005, he became Chairman of two
technology companies based in California and Denmark. Jorgen
was appointed as a Non-Executive Director of Chrysalis Group 
in November 2006.
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The Directors present their annual report on the affairs of the
Group, together with the financial statements and auditors’ 
report for the 13 months ended 30 September 2008.

Principal activities
The principal businesses of the Company, its subsidiaries, 
joint ventures and associates during the 13 months ended 
30 September 2008 was:

Chrysalis Music Publishing
This includes the Group’s international network of music
publishing companies, whose purposes it is to exploit and 
grow Chrysalis’ rich catalogue of music copyrights.

Chrysalis Non-Music Publishing
This includes The Echo Label, a copyright exploitation company;
Chrysalis Copyrights, the owner of certain master recordings and
Flatiron, an artist management company.

Lasgo Chrysalis
This is a wholesale entertainment product distribution business
which serves both domestic and overseas, wholesale, retail and 
on-line markets with CDs, DVDs, videos, books, magazines and
other music-related products.

Business review
The Company is required by the Companies Act to produce a fair
review of the business of the Company, including a description 
of the principal risks and uncertainties facing the Company. This
review is contained in the business review to be found on pages 
8 to 20 incorporated in this report by reference.

The business review contains certain forward-looking statements
which by their nature involve risk and uncertainty. The forward-
looking statements are based on the knowledge and information
available at the date of preparation and on what are believed to
be reasonable judgements. A wide range of factors may cause 
the actual results to differ materially from those contained within,
or implied by, these forward-looking statements. The forward-
looking statements should not be construed as a profit forecast.
Details of corporate acquisitions and disposals are set out in note
13 to the financial statements on page 48.

Share capital
Details of the share capital of the Company and changes during
the period covered by this report are set out in note 24 to the
financial statements.

Results and dividends
The results for the period are discussed in the financial review 
on pages 14 to 17 and are shown in detail in the consolidated
income statement on page 27. In light of return of capital
completed in December 2007, the Directors are not proposing 
to pay a final dividend for the period ended 30 September 2008
(2007: final dividend nil).

Capital structure
Details of the authorised and issued share capital, together with
details of the movements in the Company’s issued share capital
during the period are shown in note 24. The Company has one
class of ordinary shares which carry no right to fixed income. 
Each share carries the right to one vote at general meetings 
of the Company. The percentage of the issued nominal value 
of the ordinary shares is 21% of the total authorised nominal
value of all share capital.

There are no specific restrictions on the size of a holding nor on
the transfer of shares, which are both governed by the general
provisions of the Articles of Association and prevailing legislation.
The Directors are not aware of any agreements between holders
of the Company’s shares that may result in restriction of the
transfer of securities or on voting rights.

Details of employee share schemes are set out in note 22. 

No person has any special rights of control over the Company’s
share capital and all issued shares are fully paid.

With regard to the appointment and replacement of Directors, the
Company is governed by its Articles of Association, the Combined
Code, the Companies Act and related legislation. The Articles
themselves may be amended by special resolution of the
shareholders. The powers of Directors are described in the
Corporate Governance statement on page 73.

Under its Articles of Association, the Company has authority 
to issue 315,000,000 ordinary shares.

There are also other agreements that take effect, alter or terminate
upon a change of control of the Company. None of these are
considered to be significant in terms of their likely impact on 
the business of the Group as a whole. Furthermore, the Directors
are not aware of any agreements between the Company and 
its Directors or employees that provide for compensation for loss 
of office or employment that occurs because of a takeover bid.

Employee involvement/employment of
disabled persons
Details of the involvement of employees and the Group’s policy 
on the employment of disabled persons are set out in the Group’s
corporate social responsibility report on page 83.

Independent Non-Executive Directors
David Murrell was appointed to the Board on 26 July 2000.
During the period under review, he was Chairman of the
Company’s Audit Committee and a member of the Remuneration
and Nomination Committees.

Jorgen Larsen was appointed to the Board on 1 November 2006.
Jorgen was Chairman of the Remuneration Committee and 
a member of the Audit and Nomination Committees. 

Helen Keays resigned on 16 November 2007. She had been
appointed to the Board on 1 June 2004. She was a member of 
the Company’s Audit, Remuneration and Nomination Committees.
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Non-Executive Director
Geoff Howard-Spink was appointed to the Board on 29 January 1997. During the period under review, he was a member of the
Remuneration and Nomination Committees.

Further particulars of the other Directors are set out on page 21.

Directors
The names of the Directors of the Company as at 30 September 2008 appear on page 21. Andy Mollett was appointed to the Board 
on 1 February 2008.

Richard Huntingford, Helen Keays and Michael Connole resigned from the Board on 24 September 2007, 16 November 2007 and 
4 December 2007 respectively. 

The Directors who will retire at the Annual General Meeting of the Company and being eligible offer themselves for re-election in
accordance with the Articles of Association are Geoff Howard-Spink, David Murrell and Jeremy Lascelles. Andy Mollett seeks re-election 
in accordance with Article 154.

Directors’ interests
In accordance with the statutory requirement and the requirements of the UK Listing Authority, particulars of the interests of each 
Director at 30 September 2008 in the ordinary shares of 2p each of the Company, and of their family interests, all of which are beneficial
(unless otherwise stated), are set out below:

At 12 December 2007 
At 31 August 2007 (following reduction 

or appointment of capital) At 30 September 2008 At 17 December 2008

Chris Wright 43,377,556 17,351,022 17,426,443 17,497,961
Control of voting rights – beneficial 392,680 157,072 357,072 357,072
Control of voting rights – non-beneficial 520 208 208 208

Geoff Howard-Spink – – – –

Jorgen Larsen – – – –

Jeremy Lascelles – – 13,623 13,623

Peter Lassman 3,411,500 1,364,600 1,364,600 1,364,600

David Murrell 114,000 45,600 45,600 45,600

Andy Mollett – – 20,000 20,000

Details of Directors’ interests in options and awards over ordinary shares of 2p each of the Company are shown on pages 77 to 86.

Substantial shareholdings
On 17 December 2008 (being the latest practicable date prior to the publication of this document), in addition to the shareholdings 
of the Directors shown above, the under-mentioned interests, representing 3% or more of the issued share capital of the Company 
(or 10% or more in respect of discretionary investment management arrangements), have been notified or were recorded in the
Company’s register:

Percentage of
Ordinary shares issued share capital

Schroder Investment Management Limited* 13,914,239 20.72

FIL Limited 8,276,358 12.32

Legal and General Group Plc 2,189,698 3.26

*Non-beneficial interest by reason of discretionary investment management arrangements.
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Charitable and political contributions
During the period, the Group contributed £16,438 (2007:
£21,786) to charitable organisations and £nil (2007: £nil) 
to political parties. 

Creditor payment policy
In the UK, the Group and the Company agree payment terms 
with individual suppliers when they enter into binding purchase
contracts. The Group seeks to abide by the payment terms agreed
with suppliers whenever it is satisfied that the supplier has
provided the goods or services in accordance with the agreed
terms and conditions. The Group seeks to treat all its suppliers
fairly, but it does not have a Group-wide standard or code which
deals specifically with the payment of suppliers. The Company
was incorporated on 7 December 2007 and had nil days
purchases outstanding at 30 September 2008.

Directors’ indemnity
The Directors have the benefit of the indemnity provision
contained in the Company’s Articles of Association. This provision,
which is a qualifying third-party indemnity provision as defined by
section 234 of the Companies Act 2006, was in force throughout
the financial period and is currently in force. The Company also
purchased and maintained throughout the financial period
Directors’ and officers’ liability insurance in respect of itself and 
its Directors.

Disclosure of information to auditors
The Directors who held office at the date of approval of this
Directors’ report confirm that, so far as they are each aware, there
is no relevant audit information of which the Company’s auditors
are unaware; and each Director has taken all the steps that they
ought to have taken as a Director to make himself aware of any
relevant audit information and to establish that the Company’s
auditors are aware of that information.

Special business
Proposals will be put at the Annual General Meeting to:

(i) renew the authority of the Directors pursuant to section 80 
of the Companies Act 1985 to exercise all the powers of
Chrysalis PLC to allot relevant securities up to an aggregate
nominal amount not exceeding one-third of the aggregate
nominal amount of the issued ordinary share capital;

(ii) renew the authority of the Directors to allot shares other than
pro rata to existing shareholders generally up to an aggregate
nominal amount not exceeding 5% of the aggregate nominal
amount of the issued share capital;

(iii) renew the authority of the Directors to take advantage, 
if appropriate, of stock market conditions to purchase
Chrysalis PLC shares up to a maximum aggregate amount 
of 10% of the aggregate nominal amount of the issued 
share capital; and

(iv) approve the remuneration report contained in the Report 
and Accounts of Chrysalis PLC. 

Please also refer to the notice of the Annual General Meeting 
of Chrysalis PLC.

Auditors
KPMG Audit Plc have expressed their willingness to continue 
in office for the ensuing year and a resolution will be proposed 
at the Annual General Meeting for their reappointment at 
a remuneration to be agreed by the Directors.

By order of the Board

Andy Mollett The Chrysalis Building
Director Bramley Road
18 December 2008 London W10 6SP
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Statement of Directors’ responsibilities

The Directors are responsible for preparing the Annual Report 
and the Group and parent company financial statements in
accordance with applicable law and regulations. Company law
requires the Directors to prepare Group and parent company
financial statements for each financial year. Under that law 
they are required to prepare the Group financial statements 
in accordance with IFRS as adopted by the EU and applicable 
law and have elected to prepare the parent company financial
statements in accordance with UK Accounting Standards and
applicable law (UK Generally Accepted Accounting Practice).

The Group financial statements are required by law and IFRS 
as adopted by the EU to present fairly the financial position and
the performance of the Group; the Companies Act 1985 provides
in relation to such financial statements that references in the
relevant part of that Act to financial statements giving a true and
fair view are references to their achieving a fair presentation.

The parent company financial statements are required by law to give
a true and fair view of the state of affairs of the parent company.

In preparing each of the Group and parent company 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;

• for the Group financial statements, state whether they have
been prepared in accordance with IFRS as adopted by the EU;

• for the parent company financial statements, state whether
applicable UK Accounting Standards have been followed,
subject to any material departures disclosed and explained 
in the parent company financial statements; and

• prepare the financial statements on the going concern basis
unless it is inappropriate to presume that the Group and the
parent company will continue in business.

The Directors are responsible for keeping proper accounting
records that disclose with reasonable accuracy at any time the
financial position of the parent company and enable them to
ensure that its financial statements comply with the Companies
Act 1985. They have general responsibility for taking such steps 
as are reasonably open to them to safeguard the assets of the
Group and to prevent and detect fraud and other irregularities.

Under applicable law and regulations, the Directors are also
responsible for preparing a Directors’ report, Directors’
Remuneration report and Corporate Governance Statement 
that comply with that law and those regulations. 

The Directors are responsible for the maintenance and integrity 
of the corporate and financial information included on the
Company’s website. Legislation in the UK governing the
preparation and dissemination of financial statements may 
differ from legislation in other jurisdictions.

Directors’ responsibility statement
We confirm to the best of our knowledge:

• the financial statements, prepared in accordance with
International Financial Reporting Standards as adopted by the
EU, give a true and fair view of the assets, liabilities, financial
position and loss for the Company and the undertakings
included in the consolidation taken as a whole; and

• the management report, which is incorporated into the
Directors’ report included a fair review of the development 
and performance of the business and the position of the
Company and the undertakings included in the consolidation
taken as a whole, together with a description of the principal
risks and uncertainties they face.

By order of the Board

Chris Wright 
Chairman

Andy Mollett 
Group Finance Director
18 December 2008
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We have audited the Group and parent company financial
statements (the ‘financial statements’) of Chrysalis PLC for the 
13 month period ended 30 September 2008 which comprise the
Consolidated Income Statement, the Consolidated and Parent
Company Balance Sheets, the Consolidated Cash Flow Statement,
the Consolidated Statement of Recognised Income and Expense
and the related notes. These financial statements have been
prepared under the accounting policies set out therein. We have
also audited the information in the Directors’ remuneration report
that is described as having been audited.

This report is made solely to the Company’s members, as a body,
in accordance with section 235 of the Companies Act 1985. 
Our audit work has been undertaken so that we might state 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 the Company and the
Company’s members as a body, for our audit work, for this 
report, or for the opinions we have formed.

Respective responsibilities of Directors 
and auditors
The Directors’ responsibilities for preparing the Annual Report and
the Group financial statements in accordance with applicable law
and International Financial Reporting Standards (‘IFRS’) as adopted
by the EU, and for preparing the parent company financial
statements and the Directors’ remuneration report in accordance
with applicable law and UK Accounting Standards (UK Generally
Accepted Accounting Practice) are set out in the Statement 
of Directors’ Responsibilities on page 25.

Our responsibility is to audit the financial statements and the 
part of the Directors’ remuneration report to be audited in
accordance with relevant legal and regulatory requirements 
and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial
statements give a true and fair view and whether the financial
statements and the part of the Directors’ remuneration report 
to be audited have been properly prepared in accordance with 
the Companies Act 1985 and, as regards the Group financial
statements, Article 4 of the IAS Regulation. We also report to you
whether in our opinion the information given in the Directors’
report is consistent with the financial statements. The information
given in the Directors’ report includes that specific information
presented in the Business Review that is cross referred from the
Business Review section of the Directors’ report.

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 review whether the Corporate Governance Statement reflects
the Company’s compliance with the nine provisions of the 2006
Combined Code specified for our review by the Listing Rules 
of the Financial Services Authority, and we report if it does not.
We are not required to consider whether the Board’s statements
on internal control cover all risks and controls, or form an opinion

on the effectiveness of the Group’s corporate governance
procedures or its risk and control procedures.

We read the other information contained in the Annual Report
and consider whether it is consistent with the audited financial
statements. 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 and the part of the Directors’ remuneration report 
to be audited. It also includes an assessment of the significant
estimates and judgements made by the directors in the
preparation of the financial statements, and of whether the
accounting policies are appropriate to the Group’s and Company’s
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary 
in order to provide us with sufficient evidence to give reasonable
assurance that the financial statements and the part of the
Directors’ remuneration report to be audited 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 and
the part of the Directors’ remuneration report to be audited.

Opinion
In our opinion:

• the Group financial statements give a true and fair view, 
in accordance with IFRS as adopted by the EU, of the state of
the Group’s affairs as at 30 September 2008 and of its loss for
the 13 month period then ended;

• the Group financial statements have been properly prepared 
in accordance with the Companies Act 1985 and Article 4 of
the IAS Regulation;

• the parent company financial statements give a true and fair
view, in accordance with UK Generally Accepted Accounting
Practice, of the state of the parent Company’s affairs as at 
30 September 2008;

• the parent company financial statements and the part of the
Directors’ remuneration report to be audited have been properly
prepared in accordance with the Companies Act 1985; and

• the information given in the Directors’ report is consistent with
the financial statements.

KPMG Audit Plc
Chartered Accountants
Registered Auditor
London

18 December 2008
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Consolidated income statement 
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13 months 12 months
ended ended

30 September 31 August
2008 2007

Note £’000 £’000

Continuing operations
Revenue 2 54,078 56,375
Operating expenses (74,105) (59,516)

Loss from operations 6 (20,027) (3,141)

Analysed as:
Operating loss before separately disclosed items (1,178) (114)
Separately disclosed items 5 (18,849) (3,027)

Finance income 7 5,534 3,248
Financing costs 8 (4,377) (6,095)

Net financing income/(cost) 1,157 (2,847)

Share of profits of equity accounted investments (net of tax) 3 21 17

Loss before tax (18,849) (5,971)
Income tax credit 11 32 1,916

Loss after tax (18,817) (4,055)

Discontinued operations
(Loss)/profit from discontinued operations (net of tax) 4 (528) 105,813

(Loss)/profit for the period (19,345) 101,758

Attributable to:
Equity holders of parent (19,494) 101,623
Minority interests 149 135

(Loss)/profit for the period (19,345) 101,758

(Loss)/earnings per share (pence per share)
Basic and diluted (loss)/earnings per share 28 (21.20) 60.68
Loss per share from continuing operations
Basic and diluted loss per share 28 (20.62) (2.50)

Dividend approved in the period – 1.375
Dividend paid in the period (£’000) – 2,304

The attached notes on pages 32 to 69 form part of these accounts.
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30 September 31 August
2008 2007

Note £’000 £’000

Assets
Goodwill 12 1,061 4,315
Other intangible assets 12 4,188 6,610
Property, plant and equipment 14 1,010 11,229
Investments accounted for using the equity method 15 – 63
Deferred tax assets 16 – 1,294

Total non-current assets 6,259 23,511

Inventories 17 2,227 1,901
Trade and other receivables 18 25,237 29,793
Derivative financial instruments 27 – 2,906
Assets held for sale 14 8,000 –
Employee benefits 22 1,495 –
Cash and cash equivalents 19 22,426 170,948

Total current assets 59,385 205,548

Total assets 65,644 229,059

Liabilities
Interest-bearing loans and borrowings 20 (19,217) (59,034)
Employee benefits 22 – (4,620)
Provisions 23 (1,115) –
Deferred tax liabilities 16 – (813)

Total non-current liabilities (20,332) (64,467)

Interest-bearing loans and borrowings 20 (14,720) (12,700)
Trade and other payables 21 (28,239) (31,796)
Derivative financial instruments 27 (342)

Total current liabilities (43,301) (44,496)

Total liabilities (63,633) (108,963)

Net assets 2,011 120,096

Equity attributable to equity holders of parent
Issued capital 24 1,343 3,357
Share premium 25 4 62,269
Other reserves 25 3,046 3,050
Retained (deficit)/earnings 25 (2,778) 51,223

1,615 119,899
Minority interests 396 197

Total equity 2,011 120,096

The financial statements were approved by the Board on 17 December 2008 and were signed on its behalf by:

Chris Wright Andy Mollett
Chairman Group Finance Director

The attached notes on pages 32 to 69 form part of these accounts.

AR7971_Chrys_27-72_kb  20/1/09  20:51  Page 29



13 months 12 months 
ended ended

30 September 31 August
2008 2007

Note £’000 £’000

Cash flows from operating activities
(Loss)/profit for the period (19,345) 101,758

Adjustments for:
Depreciation and amortisation 1,058 1,353
Finance income (5,534) (3,248)
Financing costs 4,377 6,095
Share of profits of equity-accounted investments (21) (17)
Separately disclosed items 3 18,849 –
Gain on sale of property, plant and equipment (7) (2)
Equity-settled share-based payment expenses 65 524
Income tax credit (32) (1,916)
Discontinued operations 528 (105,813)
Non-cash items (153) (107)

(215) (1,373)
Decrease/(increase) in trade and other receivables 5,329 (9,914)
(Increase)/decrease in inventories (326) 350
(Decrease)/increase in trade and other payables (8,601) 6,874
Decrease in provisions and employee benefits – (2,526)

(3,813) (6,589)

Interest received 5,133 875
Interest paid (2,899) (3,976)
Interest element of finance lease payments – (38)
Dividends paid to joint venture partners – (165)
Income tax received/(paid) 208 (111)

2,442 (3,415)

Net cash used in operating activities (1,371) (10,004)

Cash flows from investing activities
Acquisition of intangible assets (13) (641)
Acquisition of property, plant and equipment (175) (950)
Acquisition of equity-accounted investments – (50)
Payment in respect of pension scheme buyout (12,000) –
Receipt of consideration from the sale of subsidiary undertakings – 170,000
Receipt of consideration for cash sold with subsidiary undertakings – 1,329
Expenses incurred from sale of subsidiary undertakings – (6,182)
Receipt of deferred consideration from prior year disposals – 875
Proceeds from the sales of intangible assets and property, plant and equipment – 117
Proceeds from the sale of equity-accounted investments 14 –
Loans repaid by equity-accounted investments 46 199

Net cash from investing activities (12,128) 164,697

Consolidated cash flow statement
For the 13 months ended 30 September 2008
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13 months 12 months 
ended ended

30 September 31 August
2008 2007

Note £’000 £’000

Cash flows from financing activities
Proceeds from the issue of share capital 4 –
Return of capital to shareholders (96,500) –
Expenses relates to return of capital (1,077) –
Purchase of treasury shares – (119)
Repayment of borrowings (40,000) (10,000)
Capital element of finance lease payments – (171)
Equity dividends paid – (2,304)

Net cash (used in)/from financing activities (137,573) (12,594)

Net increase in cash and cash equivalents in continuing operations (151,072) 142,099
Cash and cash equivalents at start of year 170,948 28,913
Effects of exchange rate changes on cash and cash equivalents 530 (64)

Cash and cash equivalents at end of year in continuing operations 20,406 170,948

Cash flows from discontinued operations were as follows:
Net cash increase from operating activities – 5,002
Net cash used in investing activities – (441)
Net cash used in financing activities – (5,787)

Net decrease in cash and cash equivalents – (1,226)
Cash and cash equivalents at start of year – 1,226

Cash and cash equivalents at end of year in discontinued operations – –

Total cash and cash equivalents in the Group 19 20,406 170,948

The current year for discontinued operations comprise Chrysalis Radio and the prior year comparatives for discontinued operations
comprise Chrysalis Radio and Chrysalis Books.

The attached notes on pages 32 to 69 form part of these accounts.
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1 Accounting policies
Basis of preparation
The Group financial statements consolidate those of Chrysalis PLC
and its subsidiaries (together referred to as the ‘Group’) and the
Group’s interest in jointly controlled entities. 

The Group financial statements have been prepared in accordance
with International Financial Reporting Standards as adopted by
the EU (‘Adopted IFRS’). 

The accounts are principally prepared on the historical cost basis
except for derivative financial instruments which are stated at their
fair value. Non-current assets and disposal groups held for sale are
stated at the lower of previous carrying amount and fair value less
costs to sell. 

The accounting policies set out below have been applied
consistently in presenting the consolidated financial information,
with the exception of IFRS 7 ‘Financial Instruments: Disclosures’
which is effective for annual reporting periods beginning on or
after 1 January 2007, and the consequential amendments to 
IAS 1 ‘Presentation of Financial Statements’. This standard requires
additional and alternative disclosures in respect of financial
instruments and did not have any impact on the results for 
the period.

The consolidated financial statements incorporate the financial
statement of the Company and entities controlled by the Company
(its subsidiaries) made up to 30 September each year. Control is
achieved where the Company has the power to govern the financial
and operating policies of an investee entity so as to obtain benefits
from its activities. Minority interests in the net assets of consolidated
subsidiaries are identified separately from the Group’s equity
therein. Minority interests consist of the amount of this interest 
at the date of the original business combination and the minority’s
share of changes in the equity since the date of the combination.

The results of subsidiaries acquired or disposed of during the 
year are included in the consolidated income statement from the
effective date of acquisition or up to the effective date of disposal,
as appropriate.

All intra-group transactions, balances, income and expenses 
are eliminated on consolidation.

Change in accounting reference date
On 15 April 2008, the Board of Directors announced that 
the Group would move to an accounting reference date of 
30 September 2008. The new financial year will better align 
the Company’s royalty receipt and payment cycle with the new
interim management statement regarding reporting timetables
required under the disclosure and transparency rules. 

The comparable figures are for the 13 months ended 
30 September 2008 and are not considered to be materially
different from the 12 months ended 31 August 2007.

Scheme of arrangement 
On 10 December 2007, the ordinary shares of Chrysalis PLC 
(‘the Company’) were admitted to trading on the London Stock
Exchange PLC’s main market for listed securities. This occurred 
as part of a scheme of arrangement under which the Company
replaced Chrysalis Group PLC as the listed entity of companies 
and £96.5m was returned to shareholders. 

Chrysalis PLC has accounted for this as a reverse acquisition 
(see note 25). Therefore the consolidated financial statements 
for the 13 months ended 30 September 2008 of Chrysalis PLC 
are prepared as a continuation of the Chrysalis Group PLC’s
consolidated financial statements. 

Balance sheet reclassification
The Group has revisited the classification of the property
mortgage during the year and as a result, as at 31 August 2007 
it has reclassified £5.5m from cash and cash equivalents to
creditors due within one year.

Use of non-GAAP profit and loss measures
The Group believes that along with operating loss, the 
following measures:

• normalised operating loss;

• normalised loss before interest, tax and amortisation; and

• normalised pre-tax loss.

provide additional guidance to the statutory measures of 
the performance of the business during the financial period. 

Normalised operating loss comprises the operating loss 
from continuing operations before including the separately
disclosed items.

Normalised LBITA comprises the operating loss from continuing
operations before amortisation and the separately disclosed items. 

Normalised pre-tax loss comprises profit from continuing
operations before taxation and amortisation of intangible 
assets, separately disclosed items and the gain on derivative
financial instruments. 

Notes to the consolidated accounts
For the 13 months ended 30 September 2008
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1 Accounting policies continued
None of the three non-GAAP profit and loss measures set out
above are Adopted IFRS and therefore may not be directly
comparable with other companies’ adjusted profit measures. 
They are not intended to be a substitute for or superior to
Adopted IFRS measurements of profit.

Revenue recognition
Revenue is stated exclusive of VAT and consists of sales of goods
and services to third parties. Revenue from the provision of
services is recognised when the outcome can be estimated reliably
and by reference to the stage of completion of the transaction.
Revenue from the sale of goods is recognised when the Group 
has transferred the significant risks and rewards of ownership 
and control of the goods sold and the amount of revenue can 
be measured reliably. Key classes of revenue are recognised on 
the following basis:

Music publishing royalties on a receivable basis

Record royalties on a receivable basis as reported
by licensees

Record sales on invoice

Music publishing royalties
Music publishing royalties derived from the inclusion of the Group’s
copyrights on recorded music products or from performance are
recognised when they are earned by the Group from the relevant
collection society or record company. Synchronisation royalties
derived from the use of the Group’s copyrights on television
programmes, films or advertisements are recognised as earned.
Where the Group receives advances which are recoupable from
future sales or profits, these are recorded as liabilities. Revenue 
is recorded as it is earned.

Royalties payable are expensed on an accruals basis except 
that advances paid to writers are carried forward within trade and
other receivables where they relate to proven artists or songwriters
and where it is estimated that sufficient future royalties will be
recouped against those advances. Advances paid to unproven
songwriters are written off in the income statement in the year
they are incurred.

Record royalties
Royalty income is included on a receivable and/or due basis
calculated on sales of records arising during each accounting
period as reported by licensees. Royalties payable are expensed 
on an accruals basis. Royalty advances payable are expensed on 
a paid basis except that they are carried forward and recognised
as an asset where such advances relate to current unreleased
products and where it is estimated that sufficient future royalties
will be recouped against those products. 

Advances received in respect of licence royalties are carried
forward and recognised as income as sales are earned over the 
life of the licence.

Where profit-sharing arrangements are entered into with other
record companies to exploit individual albums or artists, the
Company recognises its share of the profits earned in line with 
the sales of the underlying product. Non-refundable advances 
of profit share received from the other party are also recognised 
in line with sales of the underlying product. Licence royalties 
are included on a receivable and notified basis based on sales 
of underlying product. Advances received in respect of licence
royalties are recognised in line with sales of underlying product.

Record producer royalties
Royalties received from record producer services are accounted 
for when they are earned.

Finance income
Finance income is the interest received on funds invested and the
expected return on pension scheme assets; both are recognised 
in the income statement as they accrue using the effective 
interest method.

Current/non-current distinction
Current assets include assets held primarily for trading purposes,
cash and cash equivalents and assets expected to be realised in, 
or intended for sale or consumption in, the course of the Group’s
operating cycle, and also includes any other assets expected to be
settled or realised within 12 months. All other assets are classified
as non-current assets.

Current liabilities include liabilities held primarily for trading
purposes, liabilities expected to be settled in the course of the
Group’s operating cycle and those liabilities due within one 
year from the reporting date. All other liabilities are classified 
as non-current liabilities.
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1 Accounting policies continued
Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated
depreciation and impairment losses. Where parts of an item of
property, plant and equipment have different useful lives, they are
accounted for as separate items of property, plant and equipment. 

Depreciation
Depreciation is charged to the income statement on a straight-line
basis over the estimated useful lives of each part of an item of
property, plant and equipment. Land is not depreciated. The
estimated useful lives are as follows:

Freehold buildings up to 50 years

Leasehold properties 50 years or lease period if shorter

Furniture, fixtures, 3 to 10 years
plant and equipment

Motor vehicles 3 to 5 years

Intangible assets
Business combinations and goodwill
All business combinations are accounted for by applying the
purchase method. Goodwill represents amounts arising on
acquisition of subsidiaries, associates and jointly controlled
entities. In respect of business acquisitions that have occurred
since 1 September 2004, goodwill represents the difference
between the cost of the acquisition and the fair value of the 
net identifiable assets acquired.

Goodwill is stated at cost less any accumulated impairment 
losses. Goodwill is allocated to cash-generating units and is not
amortised but is tested annually for impairment. In respect of
associates, the carrying amount of goodwill is included in the
carrying amount of the investment in the associate.

Negative goodwill arising on an acquisition is recognised
immediately in the income statement. 

Expenditure on internally generated goodwill and brands is
recognised in the income statement as an expense as incurred. 

Other intangible assets
Other intangible assets consisting of radio broadcast licences,
customer order books or music publishing copyrights acquired 
by the Group are stated at cost less accumulated amortisation 
and impairment losses. 

Amortisation
Amortisation is charged to the income statement on a straight-
line basis over the estimated useful lives of intangible assets unless
such lives are indefinite. Intangible assets with an indefinite useful
life and goodwill are systematically tested for impairment at each
balance sheet date. Other intangible assets (including customer
relationships) are amortised from the date they are available for
use. The estimated useful lives are as follows:

Acquired music up to 50 years Straight line
publishing copyrights

Other intangible assets up to 20 years Straight line

Impairment of assets
The carrying amounts of the Group’s assets other than inventories
and deferred tax assets, are reviewed at each balance sheet date
to determine whether there is any indication of impairment. If any
such indication exists, the asset’s recoverable amount is estimated. 

An impairment loss is recognised whenever the carrying 
amount of an asset or its cash-generating unit exceeds its
recoverable amount. Impairment losses are recognised in the
income statement. 

Impairment losses recognised in respect of cash-generating units
are allocated first to reduce the carrying amount of any goodwill
allocated to cash-generating units and then to reduce the carrying
amount of the other assets in the unit on a pro rata basis. A cash-
generating unit is the smallest identifiable group of assets that
generate cash inflows that are largely independent of the cash
inflows from other assets or groups of assets.

Calculation of recoverable amount
The recoverable amount of other assets is the greater of their 
net selling price and value in use. In assessing value in use, 
the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to
the asset. For an asset that does not generate largely independent
cash inflows, the recoverable amount is determined for the cash-
generating unit to which the asset belongs. 

Reversals of impairment
An impairment loss in respect of a receivable carried at amortised
cost is reversed if the subsequent increase in recoverable amount
can be related objectively to an event occurring after the
impairment loss was recognised.

Notes to the consolidated accounts
For the 13 months ended 30 September 2008
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1 Accounting policies continued
An impairment loss in respect of goodwill is not reversed.

In respect of other assets, an impairment loss is reversed when
there is an indication that the impairment loss may no longer exist
and there has been a change in the estimates used to determine
the recoverable amount.

An impairment loss is reversed only to the extent that the asset’s
carrying amount does not exceed the carrying amount that would
have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised.

Trade and other receivables
Trade and other receivables are measured at amortised cost using 
the effective interest rate method.

Inventories
Inventories of CDs, videos, DVDs and published books are stated
at the lower of cost or net realisable value. Cost includes all direct
costs incurred in bringing the stocks to their present location and
condition. Net realisable value is based on estimated selling price
less any further cost expected to be incurred on disposal.

Foreign currencies
Foreign currency transactions
Transactions in foreign currencies are translated into sterling at 
the foreign exchange rate ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies
at the balance sheet date are translated into sterling at the foreign
exchange rate ruling at that date. Foreign exchange differences
arising on translation are recognised in the income statement.
Non-monetary assets and liabilities that are measured in terms 
of historical cost in a foreign currency are translated into 
sterling using the exchange rate at the date of the transaction. 
Non-monetary assets and liabilities denominated in foreign
currencies that are stated at fair value are translated at foreign
exchange rates ruling at the dates the fair value was determined. 

Financial statements of foreign operations
The assets and liabilities of foreign operations, including goodwill
and fair value adjustments arising on consolidation, are translated
into sterling at foreign exchange rates ruling at the balance sheet
date. The revenue and expenses of foreign operations are
translated into sterling at an average rate for the period where
this rate approximates to the foreign exchange rates ruling at 
the dates of the transactions. 

Exchange differences arising from this translation of foreign
operations, and of related qualifying hedges are taken directly 
to the translation reserve. They are released into the income
statement upon disposal

Cash and cash equivalents
Cash and cash equivalents comprise cash balances and call
deposits. Bank overdrafts that are repayable on demand and form
an integral part of the Group’s cash management are included as
a component of cash and cash equivalents for the purpose only 
of the statement of cash flows. 

Provisions
A provision is recognised in the balance sheet when the Group
has a present legal or constructive obligation as a result of a past
event and it is probable that an outflow of economic benefits 
will be required to settle the obligation. If the effect is material,
provisions are determined by discounting the expected future cash
flows at a pre-tax rate that reflects current market assessments of
the time value of money and where appropriate, the risks specific
to the liability.

Interest-bearing borrowings
Interest-bearing borrowings are recognised initially at fair value
less attributable transaction costs. Subsequent to initial recognition,
interest-bearing borrowings are stated at amortised cost with any
difference between cost and redemption value being recognised
in the income statement over the period of the borrowings on an
effective interest basis. 

Non-current assets held for sale and discontinued operations
A non-current asset or a group of assets containing a non-current
asset is classified as held for sale if its carrying amount will be
recovered principally through sale rather than through continuing
use, it is available for immediate sale and sale is highly probable
within one year (a disposal group).

On initial classification as held for sale, non-current assets and
disposal groups are measured at the lower of previous carrying
amount and fair value less costs to sell with any adjustments
taken to profit or loss. The same applies to gains and losses 
on subsequent remeasurement. In accordance with IFRS 5, 
the above policy is effective from 1 September 2004. 
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1 Accounting policies continued
A discontinued operation is a component of the Group’s business
that represents a separate major line of business or geographical
area of operations or is a subsidiary acquired exclusively with a
view to resale, that has been disposed of, has been abandoned 
or that meets the criteria to be classified as held for sale. 

Discontinued operations are presented on the income statement
(including the comparative period) analysing the post-tax profit 
or loss of the discontinued operation and the post-tax gain or 
loss recognised on the remeasurement to fair value less costs 
to sell or on disposal of the assets/disposal groups constituting
discontinued operations. 

Taxation
Tax on the profit or loss for the period comprises both current 
and deferred tax. Taxation is recognised in the income statement
except to the extent that it relates to items recognised directly 
in equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for
the year, using tax rates enacted or substantively at the balance
sheet date and any adjustment to tax payable in respect of
previous years.

Deferred tax is provided on temporary differences between the
carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes. The
following temporary differences are not provided for: the initial
recognition of goodwill; the initial recognition of assets or
liabilities that affect neither accounting nor taxable profit other
than in a business combination, and differences relating to
investments in subsidiaries to the extent that they will probably
not reverse in the foreseeable future. The amount of deferred 
tax provided is based on the expected manner of realisation 
or settlement of the carrying amount of assets and liabilities, 
using tax rates enacted or substantively enacted at the balance
sheet date. 

A deferred tax asset is recognised only to the extent that it is
probable that future taxable profits will be available against 
which the asset can be utilised. 

Employee benefits
Defined contribution schemes
Obligations under the Group’s defined contribution schemes are
recognised as an expense in the income statement as incurred.

Defined benefit plans
The Group’s net obligation in respect of defined benefit pension
plans is calculated separately for each plan by estimating the
amount of future benefit that employees have earned in return
for their service in the current and prior periods; that benefit is
discounted to determine its present value and the fair value of
plan assets (at bid price) is deducted. The liability discount rate 
is the yield at the balance sheet date on AA credit rate rated
bonds that have maturity dates approximating to the terms 
of the Group’s obligations. The calculation is performed by 
a qualified actuary using the projected unit credit method.

In respect of actuarial gains and losses, the Group recognises
them in the period they occur directly into equity through the
statement of recognised income and expense.

Where the calculation results in a benefit to the Group, the asset
recognised is limited to the present value of any future refunds
from the plan or reductions in future contributions to the plan.

Share-based compensation
The share option programme allows Group employees to acquire
shares of the ultimate parent company; these awards are granted
by the ultimate parent. The fair value of options granted is
recognised as an employee expense with a corresponding increase
in equity. The fair value is measured at grant date and spread over
the period during which the employees become unconditionally
entitled to the options. The fair value of the options granted is
measured using an option valuation model, taking into account
the terms and conditions upon which the options were granted.
The amount recognised as an expense is adjusted to reflect the
actual number of share options that vest except where forfeiture
is due only to market-based conditions not being achieved. 

Share appreciation rights are also granted by the Company to
employees. The fair value amount payable to the employee is
recognised as an expense with a corresponding increase in
liabilities. The fair value is initially measured at grant date and
spread over the period during which the employees become
unconditionally entitled to the options. The fair value of the share
appreciation rights is measured based on an option valuation
model, taking into account the terms and conditions upon which
the instruments were granted. The liability is remeasured at each
balance sheet date and at settlement date and any changes in 
fair value recognised in profit or loss spread equally over the
vesting period. 

Own shares held by ESOP trust
Transactions of the Group-sponsored ESOP trust are included in
the Group financial statements. In particular, the trust’s purchases
of shares in the Company are debited directly to equity. 

Notes to the consolidated accounts
For the 13 months ended 30 September 2008
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1 Accounting policies continued
Derivative financial instruments and hedging
The Group uses a limited number of derivative financial
instruments to hedge its exposure to fluctuations in interest 
and foreign exchange rates. The Group does not hold or issue
derivative instruments for speculative purposes.

Interest rate collars are used to manage the interest basis of
borrowings. The Group also held forward foreign exchange
contracts taken out to hedge foreign currency transactions arising
from royalty income used to repay securitisation borrowings.

Derivative financial instruments are recognised at fair value. 
The gain or loss on remeasurement to fair value is recognised
immediately in profit or loss. However, where derivatives qualify
for hedge accounting, recognition of any resultant gain or loss
depends on the nature of the item being hedged (see below).

The fair value of interest rate swaps is the estimated amount 
that the Group would receive or pay to terminate the swap 
at the balance sheet date, taking into account current interest
rates and the current creditworthiness of the swap counterparties.
The fair value of forward exchange contracts is their quoted
market price at the balance sheet date, being the present value 
of the quoted forward price. 

Cash flow hedges
Where a derivative financial instrument is designated as a hedge
of the variability in cash flows of a recognised asset or liability, 
or a highly probable forecast transaction, the effective part of any
gain or loss on the derivative financial instrument is recognised
directly in the hedging reserve. Any ineffective portion of the
hedge is recognised immediately in the income statement.

If a hedge of a forecast transaction subsequently results in the
recognition of a financial asset or a financial liability, the associated
gains and losses that were recognised directly in equity are
reclassified into profit or loss in the same period or periods during
which the asset acquired or liability assumed affects profit or loss,
i.e. when interest income or expense is recognised.

When a hedging instrument expires or is sold, terminated 
or exercised, or the entity revokes designation of the hedge
relationship but the hedged forecast transaction is still expected 
to occur, the cumulative gain or loss at that point remains in
equity and is recognised in accordance with the above policy
when the transaction occurs. If the hedged transaction is no
longer expected to take place, the cumulative unrealised gain 
or loss recognised in equity is recognised in the income 
statement immediately.

Fair value hedges
Where a derivative financial instrument is designated as a hedge
of the variability in fair value of a recognised asset or liability or an
unrecognised firm commitment, all changes in the fair value of
the derivative are recognised immediately in the income statement.
The carrying value of the hedged item is adjusted by the change
in fair value that is attributable to the risk being hedged (even 
if it is normally carried at cost or amortised cost) and any gains 
or losses on remeasurement are recognised immediately in 
the income statement (even if those gains would normally 
be recognised directly in reserves).

On the discontinuance of hedge accounting, any adjustment
made to the carrying amount of the hedged item as a
consequence of the fair value hedge relationship, is recognised in
the income statement over the remaining life of the hedged item.

Dividends
Dividends are reported as a movement in equity in the period in
which they are approved by the shareholders. Interim dividends
are recognised as a movement in equity when paid.

Expenses 
Operating lease payments
Payments made under operating leases are recognised in the
income statement on a straight-line basis over the term of the
lease. Lease incentives received are recognised in the income
statement as an integral part of the total lease expense.

Finance lease payments 
Minimum lease payments are apportioned between the finance
charge and the reduction of the outstanding liability. The finance
charge is allocated to each period during the lease term so as 
to produce a constant periodic rate of interest on the remaining
balance of the liability. 

Financing costs
Financing costs comprise interest payable on borrowings using the
effective interest rate method, amortisation of debt issuance costs,
facility fees, expenses relating to pension scheme liabilities as well
as gains and losses on hedging instruments that are recognised in
the consolidated income statement.
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2 Segmental reporting
a Business analysis (primary segment)

Revenue Revenue
2008 2007
£’000 £’000

Publishing 29,628 30,132
Non-publishing 3,644 5,012
Lasgo 20,856 21,285

54,128 56,429
Less: share of equity-accounted revenue (Publishing) (50) (54)

Continuing operations 54,078 56,375
Discontinued operations – 56,963

54,078 113,338

Separately Separately
disclosed disclosed 

Normalised items Total Normalised items Total
2008 2008 2008 2007 2007 2007

Segment result £’000 £’000 £’000 £’000 £’000 £’000

Publishing 197 (3,131) (2,934) 2,394 – 2,394
Non-publishing (429) (704) (1,133) 599 – 599
Lasgo 1,248 – 1,248 1,715 – 1,715
Corporate (2,194) (15,014) (17,208) (4,822) (3,027) (7,849)

Continuing operations (1,178) (18,849) (20,027) (114) (3,027) (3,141)
Discontinued operations – (528) (528) – 105,813 105,813

(1,178) (19,377) (20,555) (114) 102,786 102,672

Amortisation Capital Amortisation Capital 
Depreciation of intangibles expenditure Depreciation of intangibles expenditure

2008 2008 2008 2007 2007 2007
£’000 £’000 £’000 £’000 £’000 £’000

Publishing 119 180 159 134 129 282
Non-publishing – – – – – –
Lasgo 91 – – 99 – 58
Corporate 668 – 16 992 – 610

Continuing operations 878 180 175 1,225 129 950
Discontinued operations – – – 1,074 1,368 443

878 180 175 2,229 1,497 1,393

Segment Segment Segment Segment 
assets liabilities assets liabilities
2008 2008 2007 2007
£’000 £’000 £’000 £’000

Publishing 29,016 (39,943) 41,601 (77,569)
Non-publishing 880 (2,082) 3,182 (2,039)
Lasgo 10,096 (3,583) 9,998 (2,774)
Corporate 25,652 (18,025) 174,278 (37,714)

65,644 (63,633) 229,059 (120,096)

Notes to the consolidated accounts
For the 13 months ended 30 September 2008
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2 Segmental reporting continued
b Geographical analysis (secondary segment)

Revenue Revenue
2008 2007
£’000 £’000

United Kingdom 32,488 91,188
North America 11,622 12,389
Europe 9,943 9,761
Rest of world 25 –

54,078 113,338

Separately Separately
disclosed disclosed

Normalised items Total Normalised items Total
2008 2008 2008 2007 2007 2007

Segment result £’000 £’000 £’000 £’000 £’000 £’000

United Kingdom (1,466) (18,795) (20,261) (1,151) 102,786 101,635
North America (49) (31) (80) 867 867
Europe 336 (551) (215) 170 170
Rest of world 1 – 1 –

(1,178) (19,377) (20,555) (114) 102,786 102,672

Amortisation Amortisation 
Depreciation of intangibles Depreciation of intangibles

2008 2008 2007 2007
£’000 £’000 £’000 £’000

United Kingdom 823 70 (2,222) (1,432)
North America 34 10 (56) (6)
Europe 21 100 (21) (59)
Rest of world – – – –

878 180 (2,299) (1,497)

Segment Segment 
assets assets
2008 2007
£’000 £’000

United Kingdom 50,525 213,045
North America 5,383 7,423
Europe 9,730 8,588
Rest of world 6 3

65,644 229,059

In presenting information on the basis of geographic segments, segment revenue is based on the geographical location of the entity that
generated the revenue. Segment assets are based on the geographical location of the assets.

The total net assets shown above include the Group’s share of equity accounted investments’ net assets.
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3 Segmental reporting of equity-accounted investments
a Joint ventures

Share of profit Equity accounted 
Revenue after taxation investments

13 months 12 months 13 months 12 months 13 months 12 months
ended ended ended ended ended ended

30 September 31 August 30 September 31 August 30 September 31 August
2008 2007 2008 2007 2008 2007
£’000 £’000 £’000 £’000 £’000 £’000

i Analysis by class of business
Publishing 50 54 21 17 (11) 63

ii Analysis by geographical origin
United Kingdom 50 54 21 17 (11) 63

iii Analysis of total recognised gains and losses
Total recognised profits in respect of equity-accounted investments were £21,000 (2007: restated total recognised profits of £17,000).

iv Amortisation of acquired goodwill
The Group’s investment in joint ventures does not include any acquired goodwill.

The net balance at 30 September 2008 has been disclosed within other payables. Refer note 21.

4 Discontinued operations
The following information related to the results of the Radio business and the Books business sold in July 2007 and 
November 2005 respectively.

Discontinued operations comprise the following:

13 months 12 months
ended ended

30 September 31 August
2008 2007
£’000 £’000

Chrysalis Radio Division (see below) (528) 105,007
Chrysalis Books Group (see below) – 806

(528) 105,813

Profits attributed to Chrysalis Radio Division were as follows:

13 months 12 months
ended ended

30 September 31 August
2008 2007
£’000 £’000

Revenue – 8,335 
Less: share of equity-accounted investments – (1,372)
Operating expenses excluding amortisation (528) (48,319)
Amortisation – (1,368)

Profit from operating activities (528) 7,276
Share of (losses)/profits of equity-accounted investments – 10
Finance costs (net) – (891)

Pre-tax profit from operating activities (528) 6,395
Related income tax on profit – (1,867)
Gain on sale of discontinued operation – 100,479

(Loss)/profit for the period (528) 105,007

Notes to the consolidated accounts
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4 Discontinued operations continued
2008
This represents the final settlement made to a Director following the disposal of the Radio business.

2007
On 31 July 2007, the Group sold its Radio business to Global Radio (UK) Limited. The effect of the disposal was an increase in the net
assets of the Group of £100.5m. The net cash inflow on the disposal after deducting expenses and costs relating to the sale was £165.1m.

Profits/(losses) attributed to Chrysalis Books Group were as follows:

13 months 12 months
ended ended

30 September 31 August
2008 2007
£’000 £’000

Write back of provision – 806

Profit for the period – 806

The comparative figures relate to the disposal of the Group’s Books business which was sold to Chrysalis Books management. 
The effect of the disposal was a decrease in the net assets of the Group of £0.1m. The net cash outflow on the disposal after deducting
cash disposed was £0.6m.

5 Separately disclosed items
13 months 12 months

ended ended
30 September 31 August

2008 2007
£’000 £’000

Costs relating to pension scheme buyout (a) 8,230 –
Impairment of goodwill (b) 2,152 –
Restructuring of the Echo business (c) 1,806 –
Redundancy costs (d) 696 3,027
Costs relating to vacant properties (e) 1,115 –
Costs relating to offer process (f) 900 –
Impairment of intangible assets (g) 2,435 –
Impairment of land and buildings (h) 1,515 –

Continuing operations 18,849 3,027

Discontinued operations (i) 528 –

19,377 3,027

2008
a On 31 January 2008, the Board of Directors committed to the winding up of the Chrysalis Group Retirement Benefits Scheme 

(‘the Pension scheme’). This amount represents the net cost of the buyout by Paternoster UK Limited. See note 22 for further details.

b This is the impairment of the goodwill associated with our German subsidiary, Chrysalis Music Holdings GmbH. See note 12 for
further details.

c As a result of the unexpectedly poor results generated by the Echo operations, we have undertaken a full review of the business
operating model. This review has resulted in the Echo business being reorganised such that its sole activity will be the exploitation 
of masters it owns and no new records deal will be signed. The NPS earned from this exploitation is not expected to be significant 
in 2009 and will decrease over time.

This reorganisation has resulted in staff redundancy costs of £54,000, other working capital provisions of £650,000 and the
impairment of all related goodwill of £1.1m.

d This comprises redundancy payments and associated costs incurred as a result of streamlining the European and US publishing operations.

e This relates to the cost of vacant leasehold properties in the UK.
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5 Separately disclosed items continued
f The Board of Directors announced on 5 December 2007 that they were in preliminary discussions with select parties which may 

or may not lead to an offer being made for the entire issue share capital of the Company. The Board subsequently announced on 
15 April 2008 that the offer process has resulted in a firm proposal from a third party to acquire the Company for 155p per share in
cash. The Board stated that they had consulted with the Group’s advisors and its major shareholders and had unanimously rejected
the proposal as they believed the proposal significantly undervalued the Company. As a result, the Board stated that it has
terminated the process and confirmed that they had ended discussions with potential buyers. 

Costs of £0.9m were incurred in considering and assessing the offers received from third parties, principally legal and professional fees.

g This comprises impairment losses recognised in respect of certain UK and French music catalogues.

h Further to the disposal of the Radio business, the Group’s main premises is surplus to requirements and the Board is actively
marketing it. In light current market conditions, the Board has assessed the fair value of the land and buildings to be £8.0m. This has
resulted in an impairment charge of £1.5m in the current year. In addition, the fair value the land and buildings has been reclassified
from non-current to current assets.

i This relates to amounts paid to a former Director, Richard Huntingford, following his resignation from the Board in September 2007.

2007
Restructuring costs comprise costs associated with the reduction in the central corporate overhead following the disposal of the Chrysalis
Radio business, including payments made to terminate the service contracts of certain Directors, together with redundancy and
associated costs for other finance and administrative employees.

6 Loss from operations
13 months 12 months

ended ended
30 September 31 August

2008 2007
£’000 £’000 £’000 £’000

Group revenue 54,078 56,375
Cost of sales (39,337) (38,325)

Gross profit 14,741 18,050
Distribution and marketing costs (2,485) (2,260)
Administrative expenses
– other* (31,225) (17,577)
– amortisation of intangible assets (180) (129)
– depreciation of property, plant and equipment (878) (32,283) (1,225) (18,931)

Loss from operations (20,027) (3,141)

*Includes separately disclosed items of £18.8m (2007: £3.0m), see note 5 for further detail.

7 Finance income
13 months 12 months

ended ended
30 September 31 August

2008 2007
£’000 £’000

Bank interest receivable 2,824 1,503
Expected return on pension scheme assets 1,347 802
Gain on financial instruments on remeasurement to fair value 1,313 911
Other interest receivable 50 32

5,534 3,248

In 2007, the gain on financial instruments on remeasurement to fair value was represented within financing costs. This has been
reclassified to finance income in the current and comparative periods.
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8 Financing costs
13 months 12 months

ended ended
30 September 31 August

2008 2007
£’000 £’000

Bank loans and overdrafts 2,172 4,348
Amortisation of issuance costs on securitisation loan 243 221
Lease and hire purchase agreements – 39
Interest cost on pension scheme liabilities 1,431 1,010
Other 531 477

4,377 6,095

9 Loss before tax
The loss on ordinary activities before tax for the period is stated after charging/(crediting):

13 months 12 months
ended ended

30 September 31 August
2008 2007
£’000 £’000

Amortisation of intangible fixed assets 180 129
Depreciation of tangible fixed assets 878 1,225
Loss/(profit) on disposal of tangible fixed assets 7 (2)
Operating lease rentals
– property 869 960
– equipment 43 57
Rent receivable (722) (217)

Auditors’ remuneration:
13 months 12 months

ended ended
30 September 31 August

2008 2007
£’000 £’000

Audit of these financial statements 125 106
Amounts received by auditors and their associates in respect of:
Audit of financial statements of subsidiaries pursuant to legislation 105 89
Other services pursuant to such legislation (interim) 35 29
Services relating to corporate finance transactions entered into 

or proposed to be entered into by or on behalf of the Group 175 302

440 526

Amounts paid to the Company’s auditor in respect of services to the Company, other than the audit of the Company’s financial
statements, have not been disclosed as the information is required instead to be disclosed on a consolidated basis.
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10 Employees
Payroll costs (including Directors) were as follows:

13 months 12 months 
ended ended

30 September 31 August
2008 2007

Continuing Discontinued Total Continuing Discontinued Total
£’000 £’000 £’000 £’000 £’000 £’000

Wages and salaries 6,364 – 6,364 9,326 13,825 23,151
Social security costs 741 – 741 974 1,348 2,322
Other pension costs 497 – 497 890 685 1,575
Share-based payments 65 – 65 228 296 524

7,667 – 7,667 11,418 16,154 27,572

The average number of employees (including Directors) during the year was as follows:

13 months 12 months 
ended ended

30 September 31 August
2008 2007

Continuing Discontinued Total Continuing Discontinued Total
Number Number Number Number Number Number

Direct labour, technical and related services 31 – 31 23 – 23
Administration 95 – 95 143 199 342
Sales and distribution 25 – 25 27 204 231

151 – 151 193 403 596

Details of remuneration paid to Directors is included in the Report of the Board on Remuneration included on page 77 to 86.

Share-based payments
These charges, which have being calculated in accordance with IFRS 2 ‘Share-based Payments’, arise on certain long-term incentive plans
(‘LTIPs’) granted to employees and on the Group’s Sharesave scheme. The charge is calculated by spreading the fair value of the awards
over the vesting period. The fair values have been calculated using the Monte Carlo or binomial models, depending on the scheme.
Assumptions have been made in these models for the expected volatility of the Group’s share price, risk-free interest rates, the expected
yield and the likelihood of early exercise.

The Group has applied the recognition and measurement requirements of IFRS 2 only to equity-settled share options and awards granted
after 7 November 2002 that had not yet vested as at 1 January 2005. The Group has applied IFRS 2 only to cash-settled share options
and awards not settled before 1 January 2005.

The charge in 2007 included accelerated recognition of the fair values in respect of awards where the vesting period had reduced due 
to discontinued operations and restructuring costs.

Notes to the consolidated accounts
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11 Income tax credit
The results of discontinued operations (note 4) are excluded from the following calculations:

13 months 12 months
ended ended

30 September 31 August
2008 2007
£’000 £’000

UK Corporation tax
Current tax credit on income for the year at 28% (2007: 30%) 860 2,017
Overseas tax
Current tax charge on income for the year at 28% (2007: 30%) (145) (8)
Withholding taxes (132) (93)

Total current tax 583 1,916
Deferred tax – origination and reversal of temporary differences (551) –

Total tax credit for the period 32 1,916

Reconciliation of notional tax credit at UK standard rate to the actual credit:
The total tax credit is lower/(higher) than the standard rate of corporation tax in the UK. The differences are explained below:

13 months 12 months
ended ended

30 September 31 August
2008 2007
£’000 £’000

Loss before tax 18,849 5,971

Notional tax charge at UK standard rate of 28% (2007: 30%) 5,278 1,791
Utilisation of tax losses 680 1,227
Non-deductible expenses (2,593) –
Non-utilisation of tax losses (3,234) (1,013)
Depreciation in excess of capital allowances (655) (288)
Hedging profits not taxable (257) 260
Refund in respect of prior period assessments 811 –
Other 2 (61)

Total tax credit for the period 32 1,916

The Group’s consolidated effective tax rate in respect of continuing operations for the 13 months ended 30 September 2008 is nil%
(2007: 32%). The difference between this and the standard rate of corporation tax of 28% is mainly due to certain losses not available
for use in the current period and non-deductible expenses, including the current year impairment charges.
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12 Goodwill and other intangible assets
Music

publishing
catalogues Goodwill

£’000 £’000

Cost
At 1 September 2006 6,978 39,115
Additions 641 –
Disposals – (34,799)
Exchange differences (16) (1)

At 31 August 2007 7,603 4,315

Amortisation
At 1 September 2006 865 –
Charge for the year 129 –
Disposals – –
Exchange differences (1) –

At 31 August 2007 993 –

Net book values
At 31 August 2007 6,610 4,315

Music
publishing
catalogues Goodwill

£’000 £’000

Cost
At 1 September 2007 7,603 4,315
Additions 13 –
Exchange differences 208 –

At 30 September 2008 7,824 4,315

Amortisation
At 1 September 2007 993 –
Charge for the year 180 –
Impairment loss 2,435 3,254
Exchange differences 28 –

At 30 September 2008 3,636 3,254

Net book value
At 30 September 2008 4,188 1,061

Remaining intangible assets
The Group reviews the recoverability of music catalogues if there are indications that the catalogue may be impaired.

During the period, management reviewed the net book value of all significant catalogues. This review comprised comparing 
the net book value of the catalogues to the net realisable value. The net realisable value was determined by reference to a multiple 
of the average NPS for the last 12 months. The multiple applied to each catalogue is within a range of eight to 13 times NPS. This 
range has been estimated by the Board by reference to the recent offer received for the Group and industry averages. The multiple
applied to each catalogue differs depending on the quality, size and the length of future rights attached to the catalogue.
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12 Goodwill and other intangible assets continued
Further to the impairment recorded in the period, a full review was undertaken of the useful lives of all intangible assets to bring 
these useful lives in line with that of our industry peers. The resulting reduction in the useful lives of these assets will be accounted for
prospectively as a change in estimate and will impact the amortisation charge for the 12 months ending 30 September 2009. There is 
no impact in the current period. Had the revised useful lives been applied for the 13 months ended 30 September 2008, the amortisation
charge would have increased by £44,000 to £224,000.

2008
Remaining useful lives Net book

Previous Revised value
estimate estimate £’000

Global Music catalogue 40 15 1,294
Crusaders catalogue 44 19 1,636
Eric Mouquet 48 23 265
Crazy Horse catalogue 49 24 299

3,494

Impairment tests for cash-generating units containing goodwill
The following units have significant carrying amounts of goodwill:

2008 2007
£’000 £’000

Chrysalis Music Holdings GmbH 1,061 3,213
The Echo Label Limited – 1,102

1,061 4,315

The Group reviews goodwill annually for impairment, or more frequently if there are indicators of impairment.

The recoverable amounts of the above cash-generating units (‘CGUs’) are based on higher of the cash-generating units fair value less
costs to sell and its value in use (‘VIU’). These cash flow projections are based on actual operating results and their respective five-year
business plans. Cash flows from year five are calculated in perpetuity with reference to the ‘year 5’ estimate and includes subsequent
growth assumptions of 1.5%. Furthermore, in the prior year, future cash flows are adjusted to reflect either an increase or decrease 
in working capital. A pre-tax discount rate of 9% (2007: 7.48%) is subsequently applied to determine the present value of future cash
flows for VIU.

The present value of CGU cash flows or fair value less costs to sell is then compared to the carrying value of goodwill to determine
whether the goodwill is impaired.

Expected future cash flows are inherently uncertain and could materially change over time. They are significantly affected by a number 
of factors such as market growth, discount rates, currency exchange rates and future capital expenditure.
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13 Corporate disposals

Disposals
On 25 June 2007, the Group announced that it had disposed of the Chrysalis Radio Division (‘Radio Division’) for a total consideration 
of £170m. The disposal was completed on 31 July 2007, following approval of the transaction by shareholders at an Extraordinary
General Meeting of the Company held on 30 July 2007.

The following table shows the book value of the net assets disposed of:

£’000

Goodwill 34,799
Other intangible assets 26,589
Property, plant and equipment 3,748
Investments accounted for using the equity method 405
Deferred tax assets 638
Trade and other receivables 14,495
Cash and cash equivalents 1,587
Trade and other payables (9,160)
Deferred tax liabilities (8,433)

Net identifiable assets 64,668
Gain on disposal 100,479

165,147

Satisfied by:
Disposal proceeds 170,000
Cash disposed of with subsidiaries (net of working capital adjustments) 1,329

171,329
Legal and professional fees (3,558)
Other costs of disposal (2,624)

165,147

The consideration of £170m was paid on completion. Full details of the radio companies disposed of are included in the circular sent 
to shareholders dated 13 July 2007.

Other costs of disposal includes payments made to certain Chrysalis radio employees in respect of the early settlement of a long-term
incentive plan put in place in prior years, bonuses paid to certain employees for the successful completion of the disposal, a payment for
compensation for loss of office paid to a Director which was approved by shareholders and aims and objectives bonuses paid to certain
other Directors.
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14 Property, plant and equipment
Furniture,

Land and Land and fixtures,
buildings buildings plant and Motor
freehold leasehold equipment vehicles Total

£’000 £’000 £’000 £’000 £’000

Cost
At 1 September 2006 12,999 1,532 17,729 400 32,660 
Additions – 30 1,347 16 1,393 
Disposals – (1,288) (14,509) (127) (15,924)
Exchange differences – – (18) – (18)

At 31 August 2007 12,999 274 4,549 289 18,111 

Accumulated depreciation
At 1 September 2006 2,927 941 12,552 236 16,656 
Charge for the period 267 237 1,715 79 2,298 
Disposals – (1,007) (10,924) (127) (12,058)
Exchange differences – – (14) – (14)

At 31 August 2007 3,194 171 3,329 188 6,882 

Net book values
At 31 August 2007 9,805 103 1,220 101 11,229 

Cost
At 1 September 2007 12,999 274 4,549 289 18,111
Additions – – 138 37 175
Disposals – (9) (25) (101) (135)
Reclassification to assets held for sale (12,999) – – – (12,999)
Exchange differences – 1 82 2 85

At 30 September 2008 – 266 4,744 227 5,237 

Accumulated depreciation
At 1 September 2007 3,194 171 3,329 188 6,882 
Charge for the period 290 20 507 61 878
Disposals – – (25) (90) (115)
Impairment loss 1,515 – – – 1,515 
Reclassification to assets held for sale (4,999) – – – (4,999)
Exchange differences – – 65 1 66

At 30 September 2008 – 191 3,876 160 4,227 

Net book values
At 30 September 2008 – 75 868 67 1,010 

Included in cost of freehold land and buildings in the Group is an amount of £785,000 (2007: £785,000) in respect of interest 
capitalised in previous years. The fair value of the freehold land and buildings of £8.0m, has been reclassified as an ‘asset held for sale’. 
It is anticipated that the sale of this asset will be completed within the next 12 months.
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15 Investments accounted for using the equity method
Investment in Joint venture
joint ventures loans Total

£’000 £’000 £’000

At 1 September 2006 175 352 527
Disposals (204) (77) (281)
Loan advances – (200) (200)
Share of loss for the year 17 – 17

At 31 August 2007 (12) 75 63

At 1 September 2007 (12) 75 63
Disposals (50) – (50)
Loan repayments – (46) (46)
Share of profit for the year 22 – 22

At 30 September 2008 (40) 29 (11)

The net creditor at 30 September 2008 is disclosed within trade and other payables – refer note 21.

Loans due from joint ventures are all trading loans. Investments in joint ventures do not include unamortised goodwill in either period. 
A full list of significant investments is included in note 35.

16 Deferred tax assets and liabilities
Assets Assets Liabilities Liabilities Net Net

2008 2007 2008 2007 2008 2007
£’000 £’000 £’000 £’000 £’000 £’000

Intangible assets – – – – – –
Employee benefits – 1,294 – – – 1,294
Derivative instruments – – – (813) – (813)
Tax value of loss carry-forwards recognised – – – – – –

Net deferred tax assets/(liabilities) – 1,294 – (813) – 481

Deferred tax has been recorded at 28% (2007: 30%).

Unrecognised deferred tax assets
Deferred tax assets have not been recognised in respect of the following items:

2008 2007
£’000 £’000

Unutilised trading losses 9,801 8,142
Differences between accumulated depreciation and capital allowances 1,293 1,252

Deferred tax assets have not been recognised in respect of these items because it is not probable that future tax profits will be available
against which the Group can utilise benefit from them.

Additional potential deferred tax assets of £16.8m (2007: £18.1m), primarily in respect of capital losses, have not been recognised due
to uncertainties as to whether gains will arise in the appropriate form against which such losses could be utilised.
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16 Deferred tax assets and liabilities continued
Movement in deferred tax during the period

Recognised in Recognised
1 September income directly in 30 September

2007 statement equity 2008
£’000 £’000 £’000 £’000

Employee benefits 1,294 (551) (743) –
Derivative financial instruments (813) – 813 –

Total 481 (551) 70 –

Movement in deferred tax during the prior period
Recognised in Recognised

1 September income directly in 31 August
2006 statement Disposal equity 2007
£’000 £’000 £’000 £’000 £’000

Intangible assets (8,886) 453 8,433 – –
Employee benefits 2,196 – – (902) 1,294 
Derivative instruments – – – (813) (813)
Tax value of loss carry-forwards recognised 22 (22) – – –

Total (6,668) 431 8,433 (1,715) 481

The £8.4m intangible asset at 31 August 2007 has been included in the net identifiable assets disposed when the Group sold Chrysalis
Radio in July 2007 (note 13).

17 Inventories
2008 2007
£’000 £’000

Finished goods 2,227 1,901

18 Trade and other receivables
2008 2007
£’000 £’000

Current assets
Trade receivables 6,556 7,475
Other receivables 1,356 2,470 
Corporate and other taxes 1,287 915 
Prepayments and accrued income 794 1,286 
Advances to artists, composers and authors 15,244 17,647 

25,237 29,793

19 Cash and cash equivalents
2008 2007
£’000 £’000

Cash and cash equivalents per balance sheet 22,426 170,948 
Bank overdrafts (2,020) –

Cash and cash equivalents in the statement of cash flows 20,406 170,948 

Cash and cash equivalents per balance sheet at 30 September 2008 comprise cash deposits and exclude £0.5m (2007: £7.4m) of cash
deposits which have been used to offset overdrafts and interest-bearing loans and borrowings due within one year.

Cash includes £5.0m (2007: £nil) held in an escrow account in respect of the repayment of the loan notes. Refer note 20 for further information.

Details of currency and interest rate profile of cash deposits are set out in note 27.
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20 Interest-bearing loans and borrowings
This note provides information about the contractual terms of the Group’s interest-bearing loans and borrowings. For more information
about the Group exposure to interest rate and foreign currency risk, see note 27.

2008 2007
£’000 £’000

Current liabilities
Bank loans and overdrafts 7,520 5,500 
Loan notes 7,200 7,200 

14,720 12,700 

Non-current liabilities
Securitisation loan 21,075 61,075 
Less: unamortised issuance costs (1,858) (2,041)

19,217 59,034 

Bank loans and overdrafts
Bank loans and overdrafts falling due within one year are stated net of £0.5m (2007: £1.9m) cash deposits held with the same bank 
and are secured by a fixed and floating charge over the assets of the Group including those cash deposits.

Loan notes
This comprises two loan notes of £1.6m and £5.6m respectively. The loan notes bear interest at the base rate plus a margin. The loan
notes are repayable on three months’ written notice by the note holder. The settlement of the loan notes are funded by quarterly
payments into an escrow account which had a balance of £5.0m as at 30 September 2008. As at the date of this report, the Group 
has not received written notice for the repayment of the notes.

Securitisation loan
Securitisation loan falling due after more than one year comprises £19.2m (2007: £59.0m) in respect of amounts drawn down on 
a £75.0m securitisation loan facility. The gross amount drawn down and not repaid at 30 September 2008 was £21.1m (2007: £61.1m). 
The unamortised issuance costs relating to the facility were £1.8m (2007: £2.0m). The issuance costs are being amortised over the 
15-year period of the loan.

The original £60.0m securitisation loan facility, which was put in place on 1 March 2001, is funded by Music Finance Corporation Inc., 
a special purpose vehicle company owned by Royal Bank of Scotland Plc based in the USA, which uses the US asset-backed commercial
paper market to provide its capital on the basis of the underlying transaction structure, supported by a liquidity facility arranged by the
Group’s UK bankers. This company is not included the consolidated financial statements of the Group. The transaction is based upon 
the securitisation of the Group’s worldwide music publishing catalogue and its related income stream or NPS. Interest is payable twice
yearly in March and September and is set with reference to prevailing rates in the US commercial paper market.

In January 2006, the Group increased this facility to £75m, reflecting the increased value of the underlying catalogue. The structure 
of the increased facility remains substantially unaltered save for the term, which has been extended by five years to 2021. The maximum
amount that can be drawn down, after taking into account a liquidity reserve facility of £6m, has increased to £69m.

The 15-year loan facility provides a flexible repayment structure including a new three-year revolving period which has been extended
and ends in September 2010, followed by the amortisation of 70% of the loan in two instalments per year, over a 12-year period. 
The remaining 30% of the loan is subject to a bullet repayment at the end of the term.

Following receipt of the proceeds from the Radio disposal, £40m of the securitisation loan facility was repaid on 10 September 2007.
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21 Trade and other payables
2008 2007
£’000 £’000

Current liabilities
Trade payables 17,865 18,777 
Other payables (including net amounts due from joint ventures) 1,278 505 
Corporate tax 915 692 
Social security and other taxes 188 1,166 
Accruals and deferred income 7,993 10,656 

28,239 31,796 

22 Employee benefits
The UK Group operates a funded pension scheme with both final salary and money purchase sections.

On 31 January 2008, the Board of Directors committed to the winding up of the Chrysalis Group Retirement Benefits Scheme (‘the
Pension Scheme’). This has been accounted for as a settlement and curtailment under IAS 19 ‘Employee Benefits’ as at 31 January 2008.
The buyout of the Pension Scheme is being effected through a buyout policy with Paternoster UK Limited. 

The buyout is expected to be legally completed by September 2009, at which stage the Pension Scheme will be wound up.

The total cost of the buyout charged to the income statement comprises:

£’000

Settlement and curtailment cost 7,630
Provision for legal and professional fees 600

8,230

In addition to the buyout cost, the charge to the income statement in respect of the employee pension scheme for the year was £0.3m
(2007: £1.2m), of which £0.2m (2007: £0.4m) related to the annual service charge and £0.1m (2007: £0.2m) related to the interest
charge in respect of the members of the final salary section of the scheme.

The scheme assets and liabilities at 30 September 2008 were valued based on the settlement cost agreed with Paternoster UK Limited.

At 30 September 2008, the outstanding pension contributions relating to the final salary section of the scheme were £nil (2007: £0.1m).

Final salary section of the scheme
2008 2007
£’000 £’000

Present value of funded final salary obligations (23,976) (18,493)
Fair value of scheme assets 25,471 13,873 

Recognised asset/(liability) for final salary obligations 1,495 (4,620)

Movement in present value of final salary obligation
2008 2007
£’000 £’000

At beginning of period (18,493) (19,758)
Current service cost (110) (360)
Interest cost (1,431) (1,010)
Actuarial gains/(losses) 680 2,378 
Settlement loss (7,630) –
Past service cost (71) (37)
Benefits paid 3,096 335 
Contributions by members (17) (41)

At end of period (23,976) (18,493)
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22 Employee benefits continued
Movements in fair value of scheme assets

2008 2007
£’000 £’000

At beginning of period 13,873 12,437 
Expected return on scheme assets 1,347 802 
Actuarial gain/(loss) 684 (218)
Contributions by employer 12,646 1,146 
Contributions by members 17 41 
Benefits paid (3,096) (335)

At end of period 25,471 13,873 

Expense recognised in the consolidated income statement
2008 2007
£’000 £’000

Current service cost 110 360 
Interest on final salary scheme obligations 1,431 1,010 
Past service cost 71 37
Cost of buyout 7,630 –
Expected return on final salary scheme assets (1,347) (802)

Total 7,895 605

The expense is recognised in the following line items in the consolidated income statement:

2008 2007
£’000 £’000

Personnel costs 181 397 
Cost of buyout 7,630 –
Finance income (1,347) (802)
Financing costs 1,431 1,010 

Total 7,895 605 

Cumulative actuarial gains, reported in the statement of recognised income and expense since 1 September 2004, the transition date 
to Adopted IFRS as adopted by the EU, are £1.2m (2007: loss of £0.2m).

The fair value of the scheme assets and the return on those assets were as follows:

2008 2007
£’000 £’000

Insured pensions 25,471 –
Equities – 6,990 
Bonds – 6,057 
Other – 826 

Total assets at end of period 25,471 13,873 

For the 12 months ended 31 August 2007, the actual return on scheme assets was £1.0m. 

At 31 August 2007, the expected long-term rate of return on assets’ assumption is assessed by considering the current level of returns
on risk-free investments (primarily government bonds) and the expectations for the risk premium of each asset class. The expected return
for each asset class is then weighted based on the asset allocation to develop the expected long-term rate of return on assets’
assumption for the portfolio.

Notes to the consolidated accounts
For the 13 months ended 30 September 2008

54 Chrysalis Annual Report and Accounts 2008

AR7971_Chrys_27-72_kb  20/1/09  20:51  Page 54



Notes to the consolidated accounts
For the 13 months ended 30 September 2008

Chrysalis Annual Report and Accounts 2008 55

22 Employee benefits continued
Principal actuarial assumptions (expressed as weighted averages)

2008 2007
% %

Discount rates n/a 5.90 
Expected rate of return on final salary pension scheme assets n/a 6.63 
Indexed pension increases n/a 3.25 
Increase in pensions in deferment n/a 3.25 
Future salary increases n/a 4.25 
Other material assumptions – inflation n/a 3.25 
Life expectancy for a male pensioner aged 60 at year end n/a 85.40 
Life expectancy when 60 for a male non-pensioner aged 50 at year end n/a 86.50 

For 2007 mortality rates, the Group has used PA92 tables with mortality projected to 2020 for pensioner members. Expectation of life 
at normal retirement age is 86.5 years for males and 89.4 years for females.

History of the scheme
The history of the scheme for the current and prior years is as follows:

2008 2007
£’000 £’000

Balance sheet
Present value of final salary obligation (23,976) (18,493)
Fair value of scheme assets 25,471 13,873 

Surplus/(deficit) 1,495 (4,620)

2008 2007
£’000 £’000

Experience adjustments
Experience adjustments on scheme liabilities 278 116
Experience adjustments on scheme assets 684 (218) 

Money purchase section of the scheme
The total expense relating to this section of the scheme in the current period was £0.3m (£0.9m).

Share-based payments
Following the scheme of arrangement concluded on 10 December 2007, the terms of all options plans, except the LTIP scheme, were
revised to reflect the rollover of options previously held over shares from Chrysalis Group PLC to Chrysalis PLC. This revision resulted in 
an adjustment to the number of shares under option and the exercise price of the option.

Options outstanding under the LTIP scheme were not revised.

No awards were made during the period ended 30 September 2008.

a The Chrysalis Group PLC 1994 Executive Share Option Scheme
Options granted under the Chrysalis Group PLC 1994 Executive Share Option Scheme are normally exercisable no earlier than three 
years and no later than 10 years following the date of the grant. There are no performance criteria that need to be met before options
vest. There is no cash settlement alternative for the scheme. In accordance with the transitional arrangements, the Group has elected 
not to retrospectively apply IFRS 2 ‘Share-based Payment’ (‘IFRS 2’) in relation to share options prior to 7 November 2002. No options
have been issued in respect of the scheme since January 2002 and accordingly no charge to the consolidated income statement arises 
in respect of this scheme. 
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22 Employee benefits continued
Share-based payments continued
Details of the share options outstanding during the year are as follows:

1994 Executive Weighted
Scheme average
options exercise prices

Number £

Outstanding at 1 September 2006 and 1 September 2007 1,501,666 1.48 
Effect of scheme of arrangement (250,285) 0.83 

1,251,381
Lapsed (625,000) 1.84 

Outstanding 30 September 2008 626,381 3.13 

Exercisable at 30 September 2008 626,381 3.13 

Exercisable at 31 August 2007 1,501,666 1.48 

Final exercise date December 2011

b The Chrysalis Sharesave Scheme
Options granted under the Chrysalis Sharesave Scheme, established in 2001, are normally exercisable for a six-month period at the end
of either a three-year or five-year savings contract. There are no performance criteria attached to these awards. 

Details of the share options outstanding during the year are as follows:

Sharesave Weighted
scheme average
options exercise prices

Number £

Outstanding at 1 September 2006 495,432 1.48 
Granted 226,582 1.00 
Lapsed (306,294) 1.21 

Outstanding at 31 August 2007 415,720 1.48 
Exercised (5,200) 1.28 
Lapsed pre-scheme of arrangement (227,672) 1.28 

182,848
Effect of scheme of arrangement (22,621) 0.83

160,227
Lapsed (52,683) 1.33 

Outstanding 30 September 2008 107,544 1.39 

Exercisable at 30 September 2008 107,544 1.39 

Exercisable at 31 August 2007 415,720 1.23 

Final exercise date 31 August 2012

Included within the scheme are 57,306 options that have not been recognised in accordance with IFRS 2 as the options were granted
before 7 November 2002.

For the options outstanding at 30 September 2008, the weighted average remaining contractual life is 3.25 years (2007: 3.25 years).

Notes to the consolidated accounts
For the 13 months ended 30 September 2008
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22 Employee benefits continued
Share-based payments continued
c The Chrysalis Group PLC 2003 Executive Share Option Scheme and the Chrysalis Group PLC Long-Term Incentive Plan
Options granted under the Chrysalis Group PLC 2003 Executive Share Option Scheme (‘ESOS’) and awards under the Chrysalis Group
PLC 2003 Long-Term Incentive Plan (‘LTIP’) are normally exercisable no earlier than three years and no later than 10 years following 
the date of grant. The options and awards are subject to the achievement of certain performance criteria, details of which are set out 
in the report of the Board on remuneration on pages 77 to 86.

Details of the options and awards outstanding during the year are as follows:

Weighted Weighted
average average

ESOS exercise LTIP exercise
options prices awards prices

Number £ Number £

Outstanding at 1 September 2006 3,006,944 1.77 1,269,090 0.02 
Granted 370,492 1.28 – –
Lapsed – – (494,841) 0.02 

Outstanding at 31 August 2007 3,377,436 1.57 774,249 –
Lapsed pre-scheme of arrangement (172,248) 2.09 (255,890) 1.78 

3,205,188 518,359
Effect of scheme of arrangement (534,665) 0.83 –

2,670,523 –
Lapsed (2,199,059) 1.84 (446,041) 1.63 

Outstanding 30 September 2008 471,464 1.91 72,318 1.46 

Exercisable at 30 September 2008 471,464 1.91 72,318 1.46 

Exercisable at 31 August 2007 3,377,436 1.57 774,249 0.02 

Final exercise date 29 November 2016

The Group has elected not to retrospectively apply IFRS 2 to options and awards issued prior to 7 November 2002. There are no ESOS
options or LTIP awards included above that were issued prior to this date.

The weighted average remaining contractual lives at 30 September 2008 of the ESOS options was 1.65 years (2007: 1.78 years) 
and of the LTIP awards was 3.0 years (2007: 3.0 years).

The Remuneration Committee of the Board has agreed to settle the awards made in respect of the LTIP Scheme in August 2003,
November 2003 and December 2004 in cash if and when they vest. The Directors do not believe that any liability will arise on these
awards as the performance criteria are unlikely to be met. No charge to the consolidated income statement has been made in respect 
of these cash-settled awards.

The fair value of equity-settled options and awards is estimated as at the date of grant using a binomial model, taking into account the
terms and conditions upon which the options and awards were granted. The services received and the liability to pay for those services
are recognised over the expected vesting period. Estimates of early exercise are incorporated into the binomial model. For awards with
market conditions attached, the impact of total shareholder return conditions is modelled using a Monte Carlo model based on weekly
returns of the constituents of the FTSE 250 index. The volatility of the Group’s share price is based on the historic volatility (calculated
based on the weighted average remaining life of the awards), adjusted for any expected changes to future volatility due to publicly
available information. 
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22 Employee benefits continued
Share-based payments continued
The following table lists the variables used in the models for the 12-month period ended 31 August 2007. There were no awards
granted during the 13-month period ended 30 September 2008.

2007
Sharesave ESOS Deferred

options options shares

Weighted average share price at grant 122.75p 125.5p 120.0p
Weighted average share exercise price 100p 128p 0p
Weighted average expected volatility 27.7% 34.7% 27.7%
Weighted average expected life (years) 3.25 * 3.00 
Risk-free rate 5.11% 4.78% 5.09%
Weighted average expected dividend yield 1.12% 1.10% 1.15%

*The expected life of the options was based on the expected exercise behaviour linked to share price and period since grant assuming the options are
exercised over the period of 10 years from grant.

23 Provisions
2008
£’000

Property provision
At 1 September 2007 –
Charged to the income statement 1,115

At 30 September 2008 1,115

The provision represents management’s best estimate of the Group’s liability in respect of operating leases over vacant properties. 
It is expected that these costs will be incurred over the next three financial periods.

24 Issued share capital
2008 2007

Number £’000 Number £’000

Authorised
Ordinary shares of 2p each 315,000,000 6,300 200,000,000 4,000 

Allotted, called up and fully paid
Ordinary shares of 2p each
At beginning of year 67,137,813 1,343 167,834,836 3,357 
Issued in period 5,400 – – –

At end of year 67,143,213 1,343 167,834,836 3,357 

The share information as at 31 August 2007 is in respect of Chrysalis Group PLC, the previous ultimate holding company of the Group.

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share at
meetings of the Company.

Notes to the consolidated accounts
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24 Issued share capital continued
Outstanding options granted under the Chrysalis Group PLC 1994 Executive Share Option Scheme at 30 September 2008 were:

Number Exercise
Option granted of shares price Normal exercise date

25 January 1999 83,332 152.5p January 2002 – January 2009
24 May 2000 70,830 261.6p May 2003 – May 2010
24 November 2000 305,555 360p November 2003 – November 2010
8 December 2000 83,332 384p December 2003 – December 2010
23 November 2001 61,666 276p November 2004 – November 2011
23 November 2001 21,666 276p December 2004 – December 2011

626,381

Outstanding options granted under the Chrysalis Group PLC 2003 Executive Share Option Scheme at 30 September 2008 were:

Number Exercise
Option granted of shares price Normal exercise date

1 August 2003 11,961 250.8p August 2006 – August 2013
1 August 2003 64,090 250.8p August 2006 – August 2013
18 November 2003 74,885 262.2p November 2006 – November 2013
3 December 2004 94,044 215p December 2007 – December 2014
29 November 2005 179,005 174.6p November 2008 – November 2015
27 November 2006 47,480 153.6p November 2009 – November 2016

471,465

Outstanding awards made under the Chrysalis Group PLC 2003 Long-Term Incentive Plan at 30 September 2008 were:

Performance Share Awards
Number Exercise

Award date of shares price Normal exercise date

29 November 2005 72,318 145.5p December 2008 – December 2015

Matching Share Awards
There are no outstanding awards under this scheme.

The above options and awards include the options and awards granted to Directors, which are subject to performance criteria and which
are disclosed in the report of the Board on remuneration on pages 77 to 86.

Outstanding options granted under the Chrysalis Sharesave Scheme at 30 September 2008 were:

Number Exercise
Option granted of shares price Normal exercise date

January 2006 43,287 157p February 2009 – August 2009
January 2006 12,289 157p February 2011 – August 2011
December 2006 35,594 120p February 2010 – August 2010
December 2006 16,374 120p February 2012 – August 2012

107,544
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25 Capital and reserves
Share Share Other Retained Minority Total

capital premium reserves earnings Total interest equity
£’000 £’000 £’000 £’000 £’000 £’000 £’000

At 1 September 2006 3,357 62,269 (779) (46,933) 17,914 226 18,140 
Profit for the year – – – 101,623 101,623 135 101,758 
Exchange differences on translation of foreign operations – – (107) – (107) 1 (106)
Actuarial gains on defined benefit pension scheme – – – 2,160 2,160 – 2,160 
Movement in fair value of cash flow hedges – – 1,923 – 1,923 – 1,923 
Amount recycled in respect of cash flow hedges – – 2,132 (2,132) – – –
Tax on income and expense recognised directly in equity – – – (1,715) (1,715) – (1,715)
Purchase of treasury shares – – (119) – (119) – (119)
Share-based payments – – – 524 524 – 524
Equity dividends – – – (2,304) (2,304) (165) (2,469)

At 1 September 2007 3,357 62,269 3,050 51,223 119,899 197 120,096
Scheme of arrangement (2,014) (62,269) 1,343 (34,637) (97,577) – (97,577)
Profit for the year – – – (19,494) (19,494) 149 (19,345)
Issue of new shares – 4 – – 4 – 4 
Exchange differences on translation of foreign operations – – (382) – (382) 50 (332)
Actuarial gains on defined benefit pension scheme – – – 1,364 1,364 – 1,364 
Movement in fair value of cash flow hedges – – (1,918) – (1,918) – (1,918)
Amount recycled in respect of cash flow hedges – – (416) – (416) – (416)
Tax on income and expense recognised directly in equity – – 813 (743) 70 – 70
Share-based payments – – – 65 65 – 65 
Vesting of shares – – 556 (556) – – –

At 30 September 2008 1,343 4 3,046 (2,778) 1,615 396 2,011

Analysis of other reserves
Foreign Reserve

Other Merger exchange Hedging for own
reserve reserve reserve reserve shares Total
£’000 £’000 £’000 £’000 £’000 £’000

At 1 September 2006 741 – (40) (1,043) (437) (779)
Exchange differences on translation of foreign operations – – (107) – – (107)
Movement in fair value of cash flow hedges – – – 1,923 – 1,923 
Amount recycled in respect of cash flow hedges – – – 2,132 – 2,132 
Purchase of treasury shares – – – – (119) (119)

At 1 September 2007 741 – (147) 3,012 (556) 3,050 
Scheme of arrangement – 1,343 – – – 1,343
Exchange differences on translation of foreign operations – – (382) – – (382)
Movement in fair value of cash flow hedges – – – (1,918) – (1,918)
Amount recycled in respect of cash flow hedges – – – (416) – (416)
Tax on income and expense recognised directly in equity – – – 813 – 813
Vesting of shares – – – – 556 556

At 30 September 2008 741 1,343 (529) 1,491 – 3,046 

Notes to the consolidated accounts
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25 Capital and reserves continued
On 10 December 2007, the Company returned £96.5m to shareholders by implementing a corporate reorganisation under which Chrysalis
PLC was introduced as the holding company of Chrysalis Group PLC. The reorganisation was effected by way of a scheme of arrangement
(‘the Scheme’) under section 425 of the Companies Act 1985 and a reduction of capital under section 135 of the Companies Act 1985. 

The terms of the Scheme were that each shareholder in Chrysalis Group PLC received two new ordinary 64p shares in Chrysalis PLC and
287.5p in cash for every five 2p ordinary shares they held in Chrysalis Group PLC (a cash return of 57.5p per share). A reduction of capital
was subsequently implemented to reduce the nominal value of the new ordinary shares in Chrysalis PLC from 64p per ordinary share to
2p per ordinary share. Following the implement ation of the Scheme, shareholders proportional holdings in Chrysalis PLC was the same 
as their previous proportional holding in Chrysalis Group PLC and there was 67,137,183 shares in issue with a nominal value of £1.3m.

As part of the Scheme, £12,500 of redeemable preference shares were issued to the Group’s Chairman, Chris Wright. These redeemable
preference shares were subsequently redeemed in the period.

Under IFRS 3 ‘Business Combinations’, the Group reorganisation effected by the Scheme has been accounted for as a reverse acquisition.
Although the consolidated annual financial statements have been prepared in the name of the legal parent, the Company, they are in
substance a continuation of the consolidated financial statements of the legal subsidiary, Chrysalis Group PLC. The following accounting
has been applied in respect of the reveres acquisitions:

i The assets and liabilities of the legal subsidiary, Chrysalis Group PLC, are recognised and measured in the financial statements 
at the pre-combination carrying amounts, without restatement to fair value;

ii The retained earnings and other equity balances recognised in the consolidated financial statements reflect the retained earnings 
and other equity balances of Chrysalis Group PLC immediately before the business combination, and the results of the period from
10 December 2007 to the date of the business combination are those of Chrysalis Group PLC as the Company did not trade prior 
to the Scheme. However, the equity structure of the legal parent, Chrysalis PLC, include the equity instruments issued under the
Scheme to effect the business combination; and

iii Comparative numbers presented in the consolidated financial statements are those reported in the consolidated financial statements
of the legal subsidiary, Chrysalis Group PLC, for the year ended 31 August 2007.

Transaction costs of implementing the Scheme have been accounted for as a deduction from equity.

26 Dividends
The following dividend was paid by the Company during the period:

2008 2007
£’000 £’000

Final 1.375p per share paid 10 April 2007 – 2,304 

In light of the return of capital completed in December 2007, the Directors do not propose a dividend for the period.
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27 Derivative financial instruments
Capital risk management
The Group manages its capital to ensure that entities in the Group will be able to continue as going concerns while maximising the
return to shareholders through the optimisation of the debt and equity balance. The capital structure of the Group consists of debt,
which includes the borrowings disclosed in note 20, cash and cash equivalents is disclosed in note 19 and equity attributable to equity
holders of the parent, comprising issued capital, reserves and retained earnings as disclosed in notes 24 and 25.

Externally imposed capital requirement
The Group is not subject to externally imposed capital requirements.

Significant accounting policies
Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis of measurement 
and the basis on which income and expenses are recognised, in respect of each class of financial asset, financial liability and equity
instrument are disclosed in note 1 to the financial statements.

Categories of financial instruments
Carrying value

2008 2007
£’000 £’000

Financial assets
Derivative instruments in designated hedge accounting relationships
– Interest rate swaps 943 2,376
– Forward foreign exchange contracts – 883
Loans and receivables (including cash and cash equivalents) 33,120 181,808
Financial liabilities
Derivative instruments in designated hedge accounting relationships
– Interest rate collars (870) (353)
– Forward foreign exchange contracts (415) –
Trade and other payables (24,421) (31,036)

Financial risk management objectives
The Group considers its major financial risks to be currency risk, liquidity risk, interest rate risk and credit risk. The Group’s policies 
with regard to these risks and the strategies concerning how financial instruments are used to manage these risks are set out below.

The Group seeks to minimise the effects of these risks by using derivative financial instruments to hedge these risk exposures. 
The use of financial derivatives is governed by the Group’s policies approved by the Board of Directors, which provide written principles
on foreign exchange risk, interest rate risk, credit risk, the use of financial derivatives and non-derivative financial instruments, and the
investment of excess liquidity. 

The Group does not trade in financial instruments nor engage in speculative arrangements and it is the Group’s policy not to use any
complex financial instruments, unless, in exceptional circumstances, it is necessary to cover defined risks.

Notes to the consolidated accounts
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27 Derivative financial instruments continued
Market risk
The Group’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates and interest rates. The Group
enters into derivative financial instruments to manage its exposure to interest rate and foreign currency risk, including:

• forward foreign exchange contracts to hedge the exchange rate risk arising on the receipt of our net publishing income; and

• interest rate swaps to mitigate the risk of rising interest rates.

Foreign currency risk management
The Group undertakes certain transactions denominated in foreign currencies. Hence, exposures to exchange rate fluctuations arise.
Exchange rate exposures are managed within approved policy parameters utilising forward foreign exchange contracts.

The carrying amounts of the Group’s foreign currency denominated monetary assets and monetary liabilities at the reporting date 
are as follows:

Liabilities Assets

2008 2007 2008 2007
£’000 £’000 £’000 £’000

Euro 3,895 5,113 7,779 6,811 
US Dollar 7,444 6,593 5,383 7,423

The Group is mainly exposed to the changes in the Euro and US dollar.

The following table details the Group’s sensitivity to a 10% increase and decrease in the Sterling against the relevant foreign currencies.
10% is the sensitivity rate used when reporting foreign currency risk internally to key management personnel and represents
management’s assessment of the reasonably possible change in foreign exchange rates. A positive number below indicates an increase 
in profit and other equity where the Sterling strengthens 10% against the relevant currency. For a 10% weakening of the Sterling
against the relevant currency, there would be an equal and opposite impact on the profit and equity, and the balances below would be
negative.

Euro currency impact US dollar currency impact

2008 2007 2008 2007
£ £ £ £

Profit or loss (10) (11) (11) 31 
Equity (169) (145) (717) (627)

In management’s opinion, the sensitivity analysis is unrepresentative of the inherent foreign exchange risk as the period-end exposure
does not reflect the exposure during the period.

Forward foreign exchange contracts
It is the policy of the Group to enter into forward foreign exchange contracts to cover specific foreign currency payments and receipts.
The Group also enters into forward foreign exchange contracts to manage the risk associated with anticipated royalty receipt and
payments cycle. Basis adjustments are made to the carrying amounts of non-financial hedged items when the anticipated sale or
purchase transaction takes place.
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27 Derivative financial instruments continued
The following table details the forward foreign currency contracts outstanding as at the year end:

Average exchange rate Foreign currency Contract value Fair value

2008 2007 2008 2007 2008 2007 2008 2007
Outstanding contracts £’000 £’000 £’000 £’000 £’000 £’000

Cash flow hedges
Sell US dollars 1.9757 2.0171
Less than 6 months 1,950 2,185 1,092 3,900 – – 
6-12 months 2,250 2,297 1,261 4,100 (11) 241 
1-2 years 6,550 4,931 3,670 8,800 (79) 215 
2-5 years – – – – – 363 
Sell Euros 1.3283 1.4796
Less than 6 months 282 670 400 950 (34) – 
6-12 months 458 705 650 1,000 (56) 25 
1-2 years 1,023 1,481 1,450 2,100 (128) 13 
Sell Swedish Krone 12.4935 13.8932
Less than 6 months 3,900 514 293 6,850 (21) 18 
6-12 months 3,450 540 259 7,200 (18) 9 
1-2 years 12,050 1,163 904 15,500 (68) (1)
2-5 years

(415) 883 

The Group receives royalties denominated in these currencies and has entered into forward foreign exchange contracts to hedge the
exchange rate risk arising from these anticipated future transactions, which are designated as cash flow hedges.

As at 30 September 2008, the aggregate amount of unrealised losses under forward foreign exchange contracts deferred in the hedging
reserve relating to the exposure on these anticipated future transactions is £0.4m (2007: unrealised gains of £ 0.8m). It is anticipated that
the transactions will take place during the first six months of the next financial year at which stage the amount deferred in equity will be
released into profit or loss.

Interest rate risk management
The Group is exposed to interest rate risk as entities in the Group borrow funds at both fixed and floating interest rates. The risk is
managed by the Group by maintaining an appropriate mix between fixed and floating rate borrowings, by the use of interest rate swap
contracts. Hedging activities are evaluated regularly to align with interest rate views and defined risk appetite; ensuring optimal hedging
strategies are applied, by either positioning the balance sheet or protecting interest expense through different interest rate cycles. 

The Group’s exposures to interest rates on financial assets and financial liabilities are detailed in the liquidity risk management section 
of this note.

Interest rate swap contracts
Under interest rate swap contracts, the Group agrees to exchange the difference between fixed and floating rate interest amounts
calculated on agreed notional principal amounts. Such contracts enable the Group to mitigate the risk of changing interest rates on the
fair value of issued fixed rate debt held and the cash flow exposures on the issued variable rate debt held. The fair value of interest rate
swaps at the reporting date is determined by discounting the future cash flows using the curves at the reporting date and the credit risk
inherent in the contract, and is disclosed below. The average interest rate is based on the outstanding balances at the end of the
financial period.
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