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Further to our filing of 19th May 2006, | enclose one copy of each of the following

items that the Company has delivered the London Stock Exchange:

(@)

(b)

Encs. (Q 9-/

a News Release, dated 23rd May 2006, announcing the EM! Group plc preliminary
results for the year ehded 31st March 2006 together with the recommended final
dividend for that year;

an announcement, dated 24th May 2006, confirming that The Capital Group
Companies, Inc. has decreased its interest in EMI Group plc Ordinary Shares of
14p each and, as at 22nd May 2006, held 39,698,959 shares, being 4.994% of the
shares in issue; and,:

an announcement, dated 24th May 2006, advising of awards made under the EMI
Group Senior Executive Incentive Plan (SEIP) and the EMI Group Executive Share
Incentive Plan (ESIP) by The EMI Group General Employee Benefit Trust ("EBT")
to certain participants, including Eric Nicoli and Roger Faxon, Executive Directors
of the Company, and to Martin Bandier, a Person Discharging Managerial
Responsibility with réspect to the Company. The Trustee of the EBT also
confirmed that it had: withheld shares in respect of tax liabilities arising from the
awards made on 24th May 2006.

Yours faithfully,

1= UMSON

C.P. ASHCROFT FINANCIAL
Group General Counsel
and Company Secretary
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EMI GROUP PLC PRELIMINARY RESULTS FOR THE FINANCIAL YEAR ENDED
31 MARCH 2006

|

EMI Group reports strong growth in full year profits, with EMI Music and EMI
Music Publishing both outperforming the global recorded music industry

Strong p)erformanée, delivering improvement across key financial measures
including a 12.9% ir‘pcrease in underlying profit before tax (PBT)

Group revenues iné:reased by 3.9% on a reported basis and by 2.1% at constant
currency, with both EMI Music and EMI Music Publishing outperforming the global
recorded music industry

Creative excellencef across both divisions with releases from:
o Coldplay, J Dem Franchize Boyz, Gorillaz, Korn, Raphael, RBD, KT
Tunstall, Keith Urban, Robbie Williams in EMI Music

o Arctic Mohkeys, Black Eyed Peas, James Blunt, Kelly Clarkson, Daddy
Yankee, Dem Franchize Boyz, Eminem, Gorillaz, Kanye West in EMI
Music Publishing

Group digital sales increased to £112.1m from £46.9m. Momentum remained
strong during the fourth quarter, with group digital sales more than doubling to
£41.2m !
Group operating margin increased by almost a full percentage point to 12.0% from
11.2%. This improvement was driven by higher revenues, a greater proportion of
revenues from digital, and the delivery of previously announced cost savings

Underlying profit béfore tax increased by 12.9% to £159.3m from £141.1m
Underlying diluted éarnings per share increased by 19.8% to 15.7p from 13.1p

The full year dividend is maintained at 8.0p per share

|
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Financiai summary

- - “Year Ended Year Ended’ :+ + Change
‘ 31 March 2006 31 March 2005 |.
Total Group revenue 2,079.9 2,001.2 3.9%
Total EBITDA" 275.8 250.2 10.2%
Total Group profit from operations (EBITA)" 250.5 225.1 11.3%
Underlying PBT"" 159.3 1411 -12.9%
Total Profit before taxation 118.1 98.8 19.5%
Underlying diluted earnings per share™ 15.7p 13.1p - 19.8%
Basic earnings per share . 10.9p 9.6p . 135%
Dividend per share B ) i o 8.0p | 80pl ~— 7 -
Return on sales"” T 12.0% 11.2% ST .
Interest cover™” L e 3.0x |- 29| o . -
0) EBITDA is Groue profit from operations before depreciation, opereting exceptionel items and amortisation.
(i) Group profit from operations (EBITA) is before operating exceptional items and amortisation.
iii) Underlying PBT is before exoeptlonal items and amortisation.
(iv) Underlymg dlluted eamlngs per share is before exceptional items and amortisation.
) Return on sales is defined as Group profit from operations before operating exceptional items and amortisation, as a percentage of
‘ ~Group revenue. o R . . v T
(vi) Interest cover is deﬁned as the number of trmes EBITDA is gceater than Group undedymg netfinance charges ’

N

Exceptional items include operating exceptional items and financial exceptional items. Operating exceptional items include impairment of
goodwill and intangible assets, gains (losses) on disposal of property, plam and equipment and re-measurement of listed investments.
Finance exceptional items include re- measurement of fnanual -assets and ||ab|ht|es to be mcluded wntmn finance charges and exoeptsonal
'refnancmg costs. . : [ - . : :

'Eric'zNii’Cin;' Chairman of EMI'GE&:Q;&,‘ said, “EMI Group h'a"s' delivererzl en_excelienr_.'_‘ ;
performance across all areas for the financial year ended 31 March.

“EMI Music has significantly outperformed the industry, gaining market share in almost
all territories including the US. This strong performance demonstrates creative
excellence across the spectrum of our artist roster with success from major global
superstars such as Coldplay, Gorillaz, Keith Urban and Robbie Williams, as well as
strong performances from new and developing artists such as Dem Franchize Boyz,
Radja, Corinne Bailey Rae, Raphael, RBD and KT Tunstall. EMI Music is benefiting
from its global reach as it maximises revenue opportunmes on both a local and
worldwide basis.

“EMI Music Publishing had another very strong year, reporting growth in both revenues
and profits. This performance reflects a continuation of the division’s successful and
proven strategy of signing and investing in the best songwriting talent in the industry and
maximising all potential revenue opportunities.

“Digital revenues continue to grow at a very rapid pace in both divisions as we
aggressively pursue new digital uses and demand for our exclusive music content. In
2005, Coldplay's latest album release, X&Y, was not only the industry’s biggest selling
album globally but also the largest selling digital album release in the US.

“Looking to the current financial year, EMI is in a very strong position to capitalise on the
market’s evolution led by the growing demand for digital music. We have exciting
release schedules planned for both divisions with new music expected from a diverse
range of artists. From EMI Music we expect releases from Tiziano Ferro, Janet Jackson,
Norah Jones, Joss Stone, The Beatles, KT Tunstall, Keith Urban, Hikaru Utada and



a range of releases, including those from Audioslave, Diddy, Embrace, Goo Goo Dolls,
Jewel, Pharrell Williams, Scissor Sisters and The Zutons. Moreover, our recently
announced festructuring plans are aimed at further optimising our business structures
and ensuring that we remain flexible and innovative, best positioning us for the many

~'opportun|t|es that lie ahead !

. Enqumes

EMI Group plc N . -
Amanda Conrey Corporate Communications +44 20 7795 7529
Claudia Palmer Investor Relations +44 20 7795 7635
Susie Bell . Investor Relations +44 20 7795 7971 .
‘Sonia Shah Investor Relations +44 20 7795 7625
Brunswick Group LLP J ‘ o
Patrick Handley ! , “ ' +44 20 7404 5959

t‘..

A live webcast of EMI s presentatlon to investors and analysts will take place at 9.30 am
(UK time) today, 23 May, and can be accessed via the Company's web site,
WWW. emlgroup com. An archlve will be avallable for vnewmg shortly thereafter

~ Interviews W|th Enc Nlcoh Chalrman EMI Group Martm Stewart ‘Group Chlef Fmancual

Officer, Alain Levy, Chairman & CEO EMI Music and Roger Faxon, President & co-CEO
EMI Music Publishing |n vudeo audlo and text are ava||ab|e ON WWW. emlqroup com and
www.cantos.¢om.




‘ Recorded music mdustry ' ‘ :

Our two' divisions continue to operate:in a marketplace that is undergomg S|gnlflcant
-~ change, primarily driven by the rapid-development of digital music. The industry's digital
sales more than doubled in value-over:the year, with both mobile and fixed line platforms
. enjoying rapid growth. This strong digital growth significantly mitigated the 5.3% decline

-in‘physical sales, resulting in an-overall industry decline of 0.9% for the period. ' -

The digital environment is proving to be extremely dynamic with new entrants, new
services and new devices and functionality appearing all the time..Globally, ‘according to
IFPI statistics for 2005, there were 335 legal digital music services, up from 50 just two
years previously. In this past year alone, we have seen the first legal:peer to peer
i agreement: signed, iTunes expand to over 20 countries;- the. launch ‘of portable
subscription services, such as -Napster:To Go ‘and Yahoo Music Unlimited; anhd‘the
introduction of a la carte music video services. Consumers are now able to access up to
‘2m tracks and 165, 000 albums ina Iegltlmate digital- envrronment

: The |ndustry has aIso contlnued to make progress in combatlng both physncal and dlgltal
- piracy. Notable legal victories against.illegal peer to peer sites Grokster. (US), KaZaa
- (Australia); Kuro (Taiwan):and Soribada (South Korea) have lmproved the business
Iandscape for legltlmate music. sales . R :
EMI Musnc R EIR SR R T T ‘

EMI Music's strong performance for the year demonstrates both its creatlve excellence
--as well :as its position-at the.forefront -of. the rapidly ‘evolving digital landscape. The
. - division's Tevenues:inéreased. by 1.9% at constant currency, significantly outperforming
' the global recorded music industry. Within this: EMI MUSICS dlgrtal revenues grew to
£92. 4m mcreasmg by 169% at constant currency T : :

-'-.;Operatlng proflt (EBITA) grew by: 15.6% to £1451m res‘ulting «‘ini a substantial
-~ improvement in the operating:margin to 8.7%. This improved profitability was:driven-by
. the flow through of profits from the growth in revenues, an.increased proportion' of
revenues from digital sales: and .delivery of ‘the remaining:“£15m of cost savings
announced in March 2004,

- EMI Musucs dlstlnctlve approach to the development of its- roster focuses ‘on maklng
consistent- investments in -artists ‘with: long-term: career .potential and is designed to
imaximise both local and-global sales. This:has shown tlear results.in'the year, with-the
- division’s sales-coming from a broad range of artists including releases from established
superstars Coldplay,- Goriltaz, the Rolling Stones; Keith Urban’®and Robbie "Williams,
breaking acts Corinne Bailey Rae, Dem Franchize Boyz and KT Tunstall, and local
artists RBD (EMI MeX|co) RadJa (EMI Indone3|a) and Raphael (EMI France)

~EMl Musxc is focused on creatlng the most: attractlve music’ content for consumers.and
~making it available where they want it, when they want it-and in the format they want it.
In this way, we aim to maximise demand for our artists' works and, importantly,” our
financial return. The creation of new products, formats, distribution channels and
- partnerships is now a routine part-of our business-and -our energies are focussed -on
. harnessing: these:new. possibilities to capture all available revenue streams. - Over:the
- year we secured.over 220 new partnerships, ‘further strengthening our digital footprint
. across both online ‘and mobile platforms, bringing our total digital -partnerships to almost
400 and_making our music now available in 56 countries. EMI::Music:-has reached
pioneering: digital deals around the world, for- example; in :Europe with GNAB for peer to
peer services, in China with Sohu for digital music and in the US with Sprint for over the
air mobile downloads.




forefront of the industry in exploiting the new product, format and windowing possibilities
that digital enables. For example, our innovative approach to:content bundling and
windowing meant that Coldplay’'s X&Y was the first-ever-album available on iTunes as a
pre-order and US downloads included video interviews, a digital booklet and two. bonus
tracks. In fact, X&Y went on to become the best-selling full digital alboum download on
- iTunes, as well as the highest-selling album, worldwide, in 2005. This initiative gives just

a flavour of the way that EMI Music is actively exploiting the new opportunities that dlgltal
brings. ‘

EMI Musm geographlc revrew L e
: ’,Non‘h America

During the year, the North Amerroan market declrned by 1. 5% wrth strong growth in
d|g|ta| sales substantrally] offsettlng declines in physrcal sales

Agarnst thls backdrop, our North Amencan busrness showed -strong sales growth
gaining significant market share. Releases from Keith Urban, Dierks Bentley, Trace
- Adkins; and" Korn,. in' combination with the'effective marketing and. promotion of
.international releases from -Coldplay, Gorillaz: and the Rolling Stones, - drove this
performance.-Virgin's Dem Franchize Boyz was established as-one of the most exciting
new urban bands in the US, with the release of their debut album On Top of Our Garne.
So far, sales of ring tunes of tracks from this album have topped 2m, fuelling purchases
of the album itself WhICh has been cert|f|ed as a gold release in the US R

. EMI Mu5|cs dugital sales in- North Amenca almost trlpled over the year Our revenues
--from mobile products. grew at- the: fastest rate, increasing by a factor of over 9 times, as
the likes of Verizon and :Sprint launched new mobile music services. :Online downloads
continued to represent the largest digital segment, accounting for almost 70% of our
digital sales in the region The proliferation of new digital products and services
continues :at-a fast pace -with, for example, iTunes .introducing online music. video
sdownloads-during .the year. EMI Music has consistently::been an innovator-of ‘new
- products: and services, most recently becoming thefirst major music company to trral
- advertiser-funded music vrdeo content for consumers’ mobiles. : S

We continue to focus on further strengthening our US business and durrng the year
.- appointed Jason Flom as Chairman and CEQ of Virgin Records. Jason has 26 years of
_-experience in the music -industry and; as founder. of Lava Records, he discovered,
. signed and developed- multi- platinum selling: artists such as Kid Rock, matchbox twenty
-..and The Corrs. With:his. exceptuonal :A&R and-business leadership skills,.we believe that
-Jason.is weII ptlaced to |mprove further upon Vlrgln s performance to date '

UK&Ireland R ST - - -
In the UK market phyS|caI saIes declrned by an estlmated 49%, with dlgltal sales
increasing by 170% to give a total .industry decline of -3.0% over the financial year.
Weakness .in compilation sales, partrcularly over the key Chrrstmas perlod accounted
« for the.decline in rndustry sa|es : SO ; :

-The'strength and depth ;ofn.our UK artist roster was again demonstrated this year,.with
_.our-business delivering an increase.in revenues and gaining significant market share in
. the UK and.Ireland.- New album releases from-international superstars: delivered strong
performances. Coldplay’s: X&Y sold.almost 10m:units across both physical and-digital
: formats-and was-‘the biggest-seliing album .across the global industry in: 2005. Albums
~ from Gorillaz and Robbie Williams sold in excess of 5m units each worldwide. A number
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.. Telescope met with critical and commercial success, earning her the title ofi ‘Best British
- Female. Solo Artist’ at the industry’s .Brit Awards and selling 2.6m' units ‘during the
financial year alone. Corinne Bailey :Rae’s self-titled debut album was released in
February and entered the UK album chart at number 1.

Our digital sales in the UK grew by 170% over the year with fixed-line downloads tripling
- over .the period. In exploring the new opportunities which digital delivery brings for
capturing new revenue streams, EMI Music announced a unique 18-month. partnership
between T-Mobile and Robbie Williams. T-Mobile was able to offer their consumers
exclusive content as well as making certain content available to them earlier than its
..general release.. For EMI, the partnership proved to- be. an effectlve and lnnovatlve
platform from which to launch-the album.. : SoE S

Contrnenta/ Europe o Lo - - : '
Market conditions in Contlnental Europe were mlxed over the year with: total mdustry
sales declining by 3.7%. Trends varied across the region, with France, Spain and Italy
showing an improving environment versus the prior year. Germany remained a
: chaIIengmg market The: mdustrys d|g+tal sales V|rtually tnpled in: value over the year

EMI Mu3|c had another h|ghly successful year gammg S|gn|f|cant market share across
“the region with particularly strong performances from.EM! Music France, Spain and
Germany. These share gains came from a broad range of established and new artists
including Raphael, Souchon, Diam’s, Camille, Wir Sind Helden, Bebe and Amaral in
combmatlon with effectlve marketmg and: promotton of our Jnternatlonal repert0|re

We have seen enormous growth in our dlgltal revenues in Contlnental Europe durlng the
year, with sales increasing-by 245%.- Mobile- revenues. represent .a larger. portion : of
dlgttal sales in Continental Europe- compared to the US-and the-UK but fixed-line:sales
. still account for the majority of digital sales in Europe We are at the forefront-of digital
development in the region, and continue to be innovative in the digital-products, formats
- and services that we create.- For. example, for the Jaunch of Placebo’s album Meds, we
partnered with SFR to offer .consumers. a series of .‘mobisodes’_along: with:standard
tproduct offerings such as ring tunes and over the- air tracks.- The. mobisode was
. specifically designed for use on-a-mabile and the content was targeted to the: profile of a
Placebo fan. The campaign generated huge interest and Meds entered the French
album chart at number 1. The album has sold almost 1m units worldwide since its March
release. s -

Japan . : '
. The Japanese market recovered dunng the flnanC|a| year and, takmg physucal and dlgttal
. -together, grew by an estlmated 6%. - e . : r

While we saw success from artists such as Tokyo Jihen, Noriyuki Makihara Tomoyasu
- Hotei, Coldplay and.the Rolling Stones, our Japanese business: lost market'share in-the
year. reflecting a Iaok of local releases In April 2006, .we . announced. -a . major
“restructuring of this. busmess to improve the efficiency. of -our. operations, to reinvest a
proportion of these savings in the key areas of A&R and marketing, and to introduce a
.new multi-label organisational structure. We believe that these initiatives will create a
~company which - is better -positioned- to .increase revenues and profits in the coming
" years. In conjunction W|th this restructuring, we recently :announced. our pIans to enter
~ into a sale and leaseback of our two Tokyo freehold properties, with a substantial cash

--inflow -expected from the transaction. We sold our former manufacturing p|ant in Japan '
~ to'a consortium led by Memory-Tech Corporation on 26 ‘December 2005. -




be the most popular platform in Japan and have again: shown robust growth, almost
doubling in. value. Augusts launch- of -iTunes: has ‘helped to fuel growth in the-online

- sector and we have been extremely active in premoting our content on-this platform, with

our online digital sales increasing by a factor of over six times during the year.

South East Asia

- The major markets in South East Asia experienced a significant decline in physical sales
-as physical and digital piracy continued to take their toll. Rapid digital revenue growth

across-the mclustry partly mltlgated this |mpact to brlng the overall market declme to

'37%

: Austra/asra Cot f

: Lat/n Amer/ca e

’tfrom Coldplay, Korn and Ben Harper R

Iesplte major releases from lndoneS|a 5 Radja whose album Langkah Baru sold over
1m units in the financial year, as well as releasés from” S.H.E., Ada Band and The
Flowers, EMI Music lost market share across the region. We saw strong growth in
digital revenues across aII platforms wrth moblle compnsmg the Iargest portlon of our

'dlgltal sales. .- -

Market conditions.in’ Australa5|a worsened towards the end of the frnancral year, wrth an
overall industry decline of 6%. EMI Music gained market share versus the prior period,

driven by :releases from'local superstar Mlssy Hrggms as well as mternattonal releases

i S R A TR
l
o

The industry’s sales in Latin Amerlca enjoyed good growth rising by 6 1% over the year.
Argentma and Colombla saw the strongest growth rates across the reglon

- Qur Latln Amerlcan busmess had a very strong year, showrng robust revenue and profit

growth. EMI:gained market share-in every Latih American territory, with the largest out-

- performance in Brazil. Local superstars RBD ‘had a- ternflc ‘year,-with total sales of over
-3m " units ‘across “folr ‘album releases. Releases from -local artists Marissa Monte,

- Quintanilla 11, Intocable and Thalia, as well “as releases from international artists

andtheUS SRR S

. Coldplay and Ro‘bbie‘:Williams, drove sales in thé ‘region. In"July 2005, we' anrounced a

major - new jomt‘i/enture' with Grupo Televisa S.A., the Iargest media company inthe
Spanishrspeaking world to develop and eprort new Latln mu5|c both in Lattn Amenca

Cal

EM/ Classrcs
EMI Classics had a strong year and grew its global share with particular successes in
Continental Europe and:Japan. Notable achievements were the success in Japan and

. many other countries of Best Classics 100, ‘and ‘the reléase of Mozart's 100 which

reached a number 5 position in the French pop chart.- Such recordings ‘illustrate the
ons1derable value of EMI s extenswe classmal catalogue

Y

.One of - EMI Classrcs most |mportant releases during the year ‘'was’ the critically

- acclaimed ‘studio recordmg of Wagner's Tristan and- Isolde with Placido Domingo and

) Nma Stemme the drstmgunshed Swedtsh soprano who has recently S|gned to the label.

V|rgrn Classm' -also had a: good year ‘producing some excellent new recordings,
+.-particularly with-the world renowned coloratura soprano Nathalle Dessay, and the young
v MeX|can tenor Rolando Vlllazon

o

" Note All, mdustry and shiare dataare EMI internal estimates based: on official.data received from ‘the global recordtng

industry association, the tFP1. EMI measures its revenues for market share purposes following the guidelines used by the
IFPI to ensure comparability with the market data.
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31 March 2006, Reported-revenues were £419.6m; an ‘increase of 2.6%"at constant

“currency. This reflects strength across the business, with.almost all regions and revenue
. .types delivering underlying-revenue growth. Of particular note,mechanical revenues
.-grew by 3.2% at constant currency, the first growth in this revenue type for four years.

-Operating profit increased- by £5.8m-to £105.4m with-operating margin improving to
- 25.1%. These results reflect -a‘continuation of EMI Music Publishing’s successful and
proven strategy of signing the best songwriting. talent in the industry and maX|m|smg all
potential revenue opportunities, both existing and new.

A broad range of songs, songwriters and products underpinned this performance,
reflecting the quality and depth of the catalogue and the innovative ways in which we-are
monetising it.. Notable successes during the period included songs by Arctic Monkeys,
.. Black:Eyed Peas,: Natasha ‘Bedingfield, James Blunt, Kelly Clarkson, Daddy Yankee,
. Jermaine  Dupri, - Eminem, ‘Enya:; Gorillaz, Jay-Z,. AI|C|a Keys; . Danlel Powter Eros
‘-Ramazzottl Kanye West and Pharrell Wllllams o o :

: D|g|tal revenues contlnued to grow strongly, mcreasmg by 46% at constant currency on
- the. prior year, to £19:7m.-Revenues. from:digital: music-are currently. classified- amongst
- .the.various revenue categories = mechanical, performance; synchronisation and other
- uses - based on the varying status of |ncome coIIectlon for these new uses in dlfferent
countries. »« RN : - : L

Growth in digital revenues in music publishing continues to lag the recorded- music '

. industry, reflecting.an. under-developed ‘infrastructure- for- the:tracking -and.collection of
+. digital royalties and a lack: of .agreements on digital -royalty rates for certain-products:in
;- some regions. EM}-Music Publishing.is at the farefront of:the industry’s:effort:to ensure
. that the right structures-and rates are in'place to. identify ‘and collect fully all:past and
- future digital: revenues. ‘In.a ground-breaking move;:EMI Music Publishing signed a
.heads of agreement in January 2006 that represents .the: first: steps: towards a pan-
- European one-stop shop for:the licensing of online: rights...EMI will work: with the UK’s
MCPS-PRS Alliance and Germany's GEMA to license the rights of EMI's English
language songs across Europe for online and mobile usage.

The use of songs in mobile phone products remains the most significant early digital
revenue contributor for EMI Music Publishing and continues to enjoy very strong growth.
For the revenue from mobile products, we have seen the percentage contribution from
ring tunes increase significantly during the year whilst the contribution from ring tones
has decreased, a trend we would expect to see as the marketplace becomes more
developed. Revenues from digital downloads and other newer products, such as video
downloads, have also grown strongly yet remain relatively small. Recently, EMI Music
Publishing announced an agreement with the global internet communications company
Skype. The deal, which was the first of its kind, opens up an important new channel for
the delivery of music in the ever-expanding digital arena. It enables the licensing of song
copyrights from our catalogue for downloading, subscription and ring tunes across
Skype’'s online retail store on a worldwide basis.

Mechanical revenue

Our mechanical revenues, which are derived from the sale of recorded mu5|c reported" -
growth for the first time in four years, increasing by 3.2% at_constant currency despite

the global recorded music market continuing to show year-on-year declines during the

same period. Mechanical revenues now represent 45% of_total divisional sales on.a.. ...

constant currency basis. On a regional basis, our mechanical revenues were particularly
strong in the US, reflecting income tracking initiatives that have been taken to ensure
collections are maximised.




Performance revenues, earned when a song Is performed live on stage, played in a bar
. or.other public venue or broadcast on the radio or television, grew.by 3.4% at constant
currency for the -year and now represent 27% of divisional revenues on a constant
currency basis. Key drivers of growth in- this .business-are the chart success of songs
. from our roster of active.songwriters and the proliferation of new media channels,
- especially, across. Europe.- On a regional basis, ‘performance income was particularly
~ strong.in the UK, reflecting the faster flow of royalties:from the PRS, in the US, with a
general increase in.income from ASCAP and BMI, in Spain, where we saw favourable
TV income, and in Germany, where .a: new tariff and income :type for .discos was
introduced

: Synchron/satron revenue . i o e o T : ' | DR
Synchronisation revenue, which is generated by the use of songs in audrowsual works
.such as: advertisements| television programmes, films, ‘computer games and in mobile
phones, increased: by 5.4% at constant currency, representing: more than eleven years
of consecutive growth and now contributes 17% to divisional revenues. From the high
level achieved in 2004/05, EMI Music Publishing was able to drive meaningful growth in
- synchronisation by gaining greater penetration in commercials:and video, particularly in
the US. Significant licences were issued:worldwide -for :a:number of major advertising
campaigns,.including Coca Cola, the Automobile Association; Fuji, Fiat and American
Express as-well-as for TV.programmes such as American idol, Supernanny, G;/more
Girls, Nip/Tuck, Crossmg Jordan, Scrubs and Lost.

Other.revenue e BT T e S
-~ Other. revenue typrcally represents about 10% of revenues, although‘ the absolute
-amount can.vary significantly from ‘year to year. An important-driver of:the growth in
-:other . revenue - in recent. years. has been revenue gained from steépped up- efforts in
-enforcing proper .use of .our ‘copyrights.. By their nature, these revenues tend ito be
irregular and unpredictable, ‘accounting for the overall decline ‘on a-constant currency
-.‘basis in .this:revenue. category Excluding these items, the underlying® growth in other
.revenue was strong at over 20% largely drrven by mcreased background hbrary mcome

¢
e




EMI Group future outlook . L

The recorded music market is undergoing significant change as it becomes increasingly
digitised. At this early stage, it is impossible to predict accurately how the market will
. evolve. However, our analysis, based on recent industry trends, EMI’s performance to
.. date and proprietary econometric research, leads us to believe that the .global recorded
music industry will return to growth in due course driven by consumer demand for digital
music products of all types. In this context, we anticipate declining physical sales and
have structured our business accordingly. Given the current growth rate of digital.-music
and our future expectatlons based on-this analysis,. we continue to believe that:digital
music sales could represent up to 25% of total global music sales by 2010.

. We will continue .to invest significantly in A&R, marketing, -and in..our- systems'

- infrastructure so that we remain positioned at the forefront of the |ndustry in capltahslng

on the exciting opportunltles arising from the market’s evolution. :

In.. April. 2006, we. annaunced ra series of restructuring initiatives aimed.at further
strengthenmg our. busingss. These initiatives will .involve; most regions and will be
focused on improving and re- aligning resources to ensure the organisation remains
flexible and progressive. A particular area of focus is EMI Music’s Japanese business
. Where .new Skl||S and a new organisational structure will be introduced to enable-the re-
aIIocatton of resources into the key areas of- A&R and marketing.-whilst maintaining an
aggressive approach to digital business development. These initiatives together are
.~ expected to generate £30m of annualised cost savings.. We expect that not less than
. £10m of these, savings will be achleved in the. financial, -year ending in March.2007, with
_the full run rate. achleved by - the end. of the following. fmancral year.. In conjunction with
_these .restructuring initiatives, EMI. Music. plans-to. enter. jnto. sale-and leaseback
: _,;arrangements for.its two Tokyo propertles and the Capltol Tower in. the US. The lease
- Costs that will be mcurred as a result of these agreements have aIready been taken into
acceunt in.our planned dellvery of a. net £30m of annualised cost savmgs

In the current frnanmal year EMI Musrc is plannlng releases from Chlngy, Trzoano Ferro,
Janet Jackson, Norah Jones, Stacie Orrico, RBD, Renaud, Joss Stone, KT Tunstall,
Keith Urban, Hikaru Utada and Robbie Williams. EMI Music. Publishing -expects: to
benefit-from releases from artists including Audioslave, Embrace, Goo Goo Dolls, Jewel
- Diddy, Pharrell Williams, Pink, ‘Scissor Sisters, The Zutons and Tool. -

On 3 May 2006, we announced that on 1 May 2006 the Group made an approach to
. Warner Music Group Corp (Warner Music) in connection with-a proposed offer by EMI to
. acquire all. of the ~outstanding shares. of Warner Music_for US$28.50 per share, in. a
comblnatlon of .cash and EM| shares. Subsequently, .Warner ‘Music:informed us. that it
did not wish to enter into dlscuss1ons regarding -our proposal We. contlnue to. believe
that an acquisition of Warner Music by EMI would be very attractive to both sets of
..shareholders but we will.only pursue a transaction that delivers ,enhanced yvalue, and
' earnings accretuon to our shareholders.. . . . LU e -
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EMI Group financial review

Revenue & ’ I
‘Reported Group revenue mcreased by 3. 9% or £78.7m to £2,079. 9m The improvement,

- excluding ‘the ‘impact of currency movements, was 2.1% or-£41.5m. The favourable
"~ exchange movement was largely driven by a decline in the weighted average rate of the
~US Dollar agalnst Sterllng from $1.85 Iast yearto $1. 78 in 2005/06.

At constant currency, revenue in EMI Music grew by 1. 9%, wrth notable mcreases in

“North Amenca UK and Ireland and Latin Amerlca

i

At constant currency, revenue in EMl Musrc Publlshrng was up on the prior year in all
major territories, apart: from Italy and France, and by 2.6% at a divisional level. The

" increase in revenue- was dnven by strong growth |n mechanlcal performance and

synchronisation revenues '«

“Group digital revenue lncreased to £112.1m, up 135% from the prior year at.constant

currency Drgltal revenue represented 5.4%- of total Group revenue for the year

N

"Costs -

- During* the" ccurse of the year, costs in both drvrsrons ‘were tlghtly controlléd. ‘The

underlymg gro:s margln after drstnbutron costs |mproved from 36 4% to 37 2% o

="Royalty and copynght costs;, manufacturrng and- drstrlbutlon costs together with
" ‘marketing and promotion costs have increaséd modestly in‘total’in absolute terms in the
+year, reflecting the” increasé in‘ revenue. However, these costs in aggregate have
declined as a percentage of 'total revenue’ ‘from the prior: year During the year we

delivered the remaining: £15m of cost savings ‘from our réstructuring lnltlatlves

-announced in March 2004, taking the total annualised ‘'savings from this programme to

£50m. These savings ‘were largely reflected in reduced ‘manufacturing and distribution
costs and overheads. Group corporate costs were lower in comparrson to the pl’lOl’ year

- in splte of mcreased legal regulatory and consultancy costs

operatlnq margin mcreased from 11.2% to 12. 0%

Prot" t from Operatlons 2

"Group profit from operations (EBITA) mcreased by £25 4m or 11.3% from £225:1m to

£250.5m. Excluding exchange, theincrease in EBITA*was £21.6m or 9.6%.. Group

S

- EMF Mus|c delivered - EBITA of £145. 1m, an |mprovement of £18 1m or 14. 4% at

© constant currency on the prior year. This increasé in EBITA was Iargely driven’ by

~ particularly gcod performances in Continental Europe UK and Ireland and Latln
Amenca Operatrng margrn |mproved from 7. 8% to 8. 7%

EMI Muslc Publishing generated EBITA of £105.4m, a growth of 35% at constant

currency on the prior year. Operating margin improved from 24.9% to 25.1%; reflecting
improved net publisher’sishare and continued strong overhead control.

The Group’s share of profit in its associated company investments reduced from £1.1m
in 2004/05 to £1.0m in 2005/06. Consequently, the underlying profit from operations for
the Group increased from £226.2m in the prior year to £251.5m this year.

Underlying Group finance charges rose by £7.1m to £92.2m. The largest items
contributing to this increase were the interest rate rises in both Europe and the US, two
of our major funding territories, a lower gain from the amortisation of the 2003 swap
unwind and higher average net borrowings over the year, offset only partly by savings
from the refinancing of our revoiving credit facility completed earlier in the year.
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Underlying profit before tax increased by 12.9% from £141.1m t0.£159.3m, reflectlng
both the-increase in revenue and the contlnued tlght cost control. :

The underlymg Group tax rate was 17.6% agamst 22.3% rn.the prior year. The reduced
rate reflected a movement in profitability towards countries where there were brought-
 forward tax losses available for offset. The rate has been further reduced due to the
settlement of prior liabilities at a lower amount than expected

As a result of the above, the Group’s underlylng profrt after taxatlon mcreased from
£109.6m to £131.2m, an increase of 19.7%. : : S

‘, Underlyrng baS|c earmngs per share were 16. 2p, an. lncrease of 2. 8p from the prior year
Underlying diluted earnings per share, the calculation of which includes the impact of the
potential conversion of convertible bonds (and related bond mterest) together with the
possrble exercise of dilutive share options, increased from 13.1p to 15.7p.

' Other |tems affectlng earnmgs L . : ‘
Except|onal items-. and - amortlsatlon comprlse operatlng exceptronal costs fmance
exceptional costs and amortisation of music copynghts and mtanglbles )

The Group is reportmg operatmg exceptlonal mcome .of. £4 Qm compared wrth costs of
£17.5m in the prior year. Operating exceptional income is net of property impairment
charges of £1.1m in the UK in 2005/06 (2004/05. £18.5m charge in Japan). The
remaining operating exceptional income of £5.1m includes gains on property disposals,
the gain on disposal of our manufacturing operation in Japan and fair value adjustments
to listed investments. The prior-year charge included income of £1.0m in respect of the
same components.

The Group is reporting finance exceptional net income relating to remeasurements and
refinancing costs of £4.7m compared to net income of £23.2m last year. This primarily
relates to the gain on revaluation to fair value of the convertible bond derivative of £4.1m
(2004/05: £31.2m gain), the gain on revaluation of the Eurobond embedded call feature
of £8.2m (2004/5 £0.2m loss) and the foreign exchange loss on Euro borrowings of
£4.1m (2004/05: £9.5m loss). The finance exceptional net income for 2005/06 includes
exceptional refinancing costs of £5.2m in connection with the refinancing programme
carried out in July 2005 (2004/05: £nil).

Amortisation of music copyrights and other intangibles and impairment of goodwill
amounted to £49.9m in comparison with £48.0m last year.

The minority interest cost has increased from a credit of £0.5m in the previous year to a
charge of £3.9m this year. This is largely the consequence of increased profitability and
the absence of a property impairment charge in our Music business in Japan in which
there is a 45% minority.

Profit attributable to members of the Company was £86.1m in comparison with an
attributable profit last year of £75.4m.

The Board is recommending a final dividend of 6.0p per share, maintaining a full-year
dividend of 8.0p per share and reflecting our strong performance for the year and our
continued confidence in the outlook for the business.
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Repoitedresults C S o

Total Group profit from operatlons (including share of associates) was £205.6m in
comparison with £160.7m last year. This increase was entlrely due to rmproved tradlng
and reduced property |mpa|rment charges.

Total -profit before taxation was £118.1m as’ agalnst £98.8m in the prior year This
increase reflected the improvement in Group profit from operations, partly offset by the
reductlon in flnance exceptlonal net mcome
Cash flow and net borrowmgs / :
Improvement in cash conversion and overall cash management remains a key area of
focus for:the Group. The net cash inflow from operatlng act|V|t|es was £188. 3m a small
reductlon from tast | years mflow of £189 Om ' : v

After the net cash mftow from operatlng actrvrties,"‘ we had cash outflows of £2.6m for
investment activity and f£246.9m for financing activity including £61.2m for dividends.
Taking into account the loss on exchange of foreign’currency denominated borrongs
~-0f £42.8m; year—end net debt has rncreased by £22 Om from £857 5m to £879 5m

The net cash |anow from operatlons after |nvest|ng actlvmes has approxrmated the
operatrnq resutt of both dtwsrons in recent years

B
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FINANCIAL SUMMARY ‘
for the year ended 31 March 2006

M

Total Group revenug .

Total EBITDA (i) o

Underlying Group profit from operations (EBITA) (i)
Underlying PBT (iii) -

Total profit before taxation !

Underlying diluted earnings per share (iv)

Basic earnings per share '
Dividends per share
Return on sales (v)
Interest cover (vi) :

i

i

(i} EBITDA is Group profit from operations before depreciation and exceptional items and amortisation.
i) Underlying Group profit from operations (EBITA) is before exceptional items and amortisation.

(i Underlying PBT is before exceptional items and amortisation.
(

iv)  Underlying diluted ezrnings per share is before exceptional items and amortisation.
v) Return on sales is defined as underlying /Group profit from operations as a percentage of total Group revenue.
(vi)  Interest cover is defined as the number of times EBITDA is greater than Group net finance charges excluding finance exceptional items

- 2006

o ‘£m
2,079.9
2758

250.5

159.3
118.1
15.7p
10.9p
8.0p
12.0%
3.0x

2005
Restated
£m
2,001.2
250.2
2251
1411
98.8
13.1p
9.6p
8.0p
11.2%
2.9x

Exceptional items include operating exceptiona!éitems and finance exceptional items. Operating exceptional items include impairment of gocdwill, gains (losses) on disposal
of property, plant and equirment and remeasurement of listed investments. Finance exceptional items include remeasurement of financial assets and liabilities to be

included within finance charges and exceptional refinancing costs.



for the year ended 31 March 2006

o The reiuns_lpr the year have been vanslated into Sterling at the appropriate average exchange rates. =~

i

o

T

20349

- 2006 2005
Total Underlying Unde’dyi’ng ‘ Total
" ‘Restated Restated
£m £m. - - T £m £m
Revenue 2,079.9 2;,079.9 20012 20012
. . Group profit from operatlons before exceptional items and 250.5 250:5 Co 2257 2264
" amortisation o
' Exceptional items and amortisation (45.9) . Tk (65.5)
~.-_Share of profits from-associates 1.0 1.0 -7 11 1.1
Profit from operations* 205.6 251.5 '226:2 160.7
Finance charges * -
Finance income 71.4 57.4 586 - 915
Finance costs . (158.9) (149.6) (143.7) (153.4)
" Total net finance charges (87.5) (92.2) (85.1)° (61.9)
._Profit {loss) before taxation 118.1 159.3 1411 98.8
Overseas ' (33.1) (33.1) (38 5 (30.9)
LUK 5.0 5.0 700 7.0
Total taxation (28.1) (28.1) (31.5) {23.9)
" Profit (loss) from Cbntinuing operations after taxation 90.0 1312 "109.6. - 749
- Attrlbutableto , .
Equity holders of the parent 86.1 754
Minority interest 3.9 R (0.9)
i _*The following items ‘are included within Profit from operations T
" ~iCostofsales {1,280.3) {1,230.4) (1,201.8) (1,247.6)
¢ Distribution costs (75.0) (75.0) - (70.3) © (70.3)
_ Gross Profit 724.6 745 . 7291 6833
* -Administration expenses (533.5) (532.4) " (506.8)  (527.5)
Other operating income, net 13.5 8.4 b 2.8 38
Earmggs per share (EPS) 2006, o006
e *-:Basm@rnmgs per Ordmary Share (note 6)° 10.9p 9.6p
Dnlute;!:earnmgs per Ordinary Share (note 6) - 10.5p - 8.1p
- - Undesiging basic earnings per Ordinary Share (ote8) = - ~16.2p - 13.4p
- -Ungertging diluted earnings per Ordinary Share ote 6) 18.7p - 13.1p
Un%mings are included as they provide a better understanding of the underlying trading performance of the Group on a normafised basis.
VAv.:m exchange rgtes for the year 2006 2005
: USD__@_llér to £1 1.78 1.85
Eurg1of1 1.47 1.45
‘Yeﬂ1 198.32
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at 31 March 2006

The halanrs chaat hae hasn transtated intn Stadin :Hha annranriota vaar end syrhanna ratec

i

; 2006 2005
j Restated
i £m £m
ASSETS |
Non-current assets o
Music copyrights and mtanglbles 389.3 404.6
Goodwill | 43.0 35.1
Property, plant and 2quipment 196.8 200.0
" Investments in associates 8.8 . 85
Other investments 15.0 17.6
Deferred taxation 22.8 - 29.9
Financial derivatives 4.3 "39.0
Other receivables - 44 6.6
721.4 41.3
Current assets
Inventories 37.2 - 282
" Advances v: - 3301 Lo -336.0
Trade receivables .. 40850« 3001
Corporation tax recoverable 16.7 o 21.2
Other receivables 110.6 109.7
Investments: liquid funds - , 1.6 18
Cash and cash equivalents R ., +.190.9 .240.9
— —— - — — 10956 1’037.7
Total assets 1,817.0 ... =, 2 1779.0
LIABILITIES
Non-current liabilities
Borrowings - (1,049.4) - (1,068.7)
Other payables T (95) ~ (10.2)
 Deferred taxation (5.1) .. (82
Pension provisions (31.1) .. (100.1)
Financial derivatives (100.3) {92.8)
(1,195.4) . {1,280.0)
~ Current liabilities : .
Borrowings (22.6) {31.3)
Other payables (1,149.0) (1,060.1)
Current tax liability (1434) - + (160.3)
Qther provisions for liabilities and: charges 5 {33.5) {43.6)
, (1,348.2) (1,295.3)
Total liabilities ' (2,543.6)  (2,575.3)
NET LIABILITIES " (126.6) (796.3)
EQUITY
Capital and reserves
Share capital 110.7 | - 1106
Share premium account 447.8 (4473
Capital redemption reserve 495.8 4958
Foreign exchange reserve (17.1) -+ 3.8
Other reserves 206.4 2040
Retained earnings (2,019.0) ~°(2,107.1)
Equity attributable to equity hoIders of the parent (775.4) (845.6)
Minority interests (equity) 48.8 493
TOTAL EQUITY (726.6) {796.3)
Year end exchange rates f
i 2006 2005
US Dollar to £1 1.73 1.89
Euro to £1 1.43 1.45
Yen to £1 204.66 202.11
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for the year ended 31 March 2006

2006 2005
Income and expense recognised directly in equity
Revaluation of intangibles ‘48 oo -
Exchange difference on retranslation of foreign operations c{21.2) - 0.2
Pension funds: actuatial gains and losses 583 . ¢ 47
Gains (losses) on the revaluation to fair value of available-for-sale investments (0.9) ‘ -
Net income directly recognised in equity SR 4.0 - 4.9
Profit for the year 90.0- -~ 749
Total recogniséd'income and expense for the year 130 1798
Attributable to:- ‘ ‘
Equity holders of the parent . 1264 1927
Minority interest . sr 460 - (12.9)
- 130 '79.8

Balance at 31 March




GRUUF CONSULIVATEVD CAOH FLUYW D TATEMENIT
for the year ended 31 March 2006

2006 2005
restated
£m £m
Cash flows from operating activities .
Cash receipts from operations . 19824 1,984.7
Cash used in operations (1,754.3) . (1,763.0)
Tax paid : 5 (39.8) (32.7)
Net cash generated from (used m) operatlng act|v1t|es 188.3 189.0
" Cash flows from investing activities .
Purchase of businesses, net of cash acquired (6.9) (6.8)
" Deferred consideration paid C0.9) (64.1)
Purchase of associates (0.3) (2.1)
Disposal of associates - 0.1
" * Purchase of music copyrights and intangibles 41y . (6.0)
~ . Disposal of music copyrights and' mtang;bles 73 0.2
- Purchase of property, plant and equment (30 2): T (29.9)
Disposal of property, plant and equipment 16.3 3.3
Purchase of other investments - (3.1)
Dividends received from assocuated undertakings 1.0 -
Disposal of other investments 5.9 1.1
Interest received 9.3 5.2
Net cash generated from (used |n) investing activities {2.6) (102.1)
Cash flows from financing activities
Issue of ordinary share capital 0.6 1.7
Purchase of own shares (0.5) (0.3)
Equity dividends paid (61.2) {62.9)
Dividends paid to minorities (2.5) (1.3)
Management of liquid funds (0.6) (0.8)
Financing:
New loans 207.8 128.9
Loans repaid (277.8) (127.1)
Capital element of finance Ieases repaid (0.6) (0.8)
Interest paid (111.6) (105.5)
Interest element of finance lease repayments (0.7) (0.5)
Net cash generated from (used in) financing activities (246.9) {168.6)
Net increase (decrzase) in cash and cash equivalents (61.2) (81.7)
Cash and cash equivalents at the beginning of the period 2213 310.2
Exchange gains (losses) on cashiand cash equivalents in the year 2.6 (1.2)
Cash and cash equivalents at the end of the year 168.7 2273
Cash and cash equivalents at the‘end of the year comprise of.
Cash at bank and in hand 188.3 2391
Qverdrafts ; (19.6) {(11.8)
i 168.7 227.3




for the year ended 31 March 2006

a) Reconciliation of Group profit from operations to net cash flow from operating activities:

2006

2005
. Restated
£m £m
Group profit from operations (before share of prof itin assocrates) ' 1204.6 159.6
Depreciation charge ‘ 25.3 25.1
Property impairment charge 1.1 18.5
Gain on disposal of property, plant and equment and music (9 4) {0.8)

* copyrights and intangibles
Amortisation and impairment of music copyrights and intangibles 49.9 458
Impairment of goodwill . A .22
Remeasurements ~ revaluation to fair value of listed mvestments (28) S
* Share-based payment transactions 49 23
Amounts provided 182 150
Provisions utilised ! (36.1) (75.7)
(Increase) decrease in inventories " 3 (0.1
(Increase) decrease in receivables (741 39.1
“(Increase) decrease in payables - - > ' " 536 ¢ (9.3)
Net cash generated from (used in) operatlons T 2281 2217
Tax paid s © o (39.8) - {327)
Net cash generated from (used In) operatlng actlvmes 188.3 189.0




GROUP ACCOUNTING POLICIES

Basis of preparation
The consolidated financial information comprises the accounts_of the Company-and.its subsidiaries which have been
" prepared in accordance with applicable accounting standards.

Following a regulation adopted by the European Parliament, the consolidated financial information has been prepared
in accordance with International Financial Reporting Standards (IFRS). The Group's principal accounting policies under
IFRS are set out below. The transmon date for the application of IFRS is 1 April. 2004, and the comparative figures for
year ended 31 March 2005 have been restated accordingly.

This preliminary fi ndnaal mformahon does not constitute statutory accounts under S.240 of the Companles Act 1985.
" The Company’s auditor has issied an unqualified opinion of the financial statements for the year ended 31 March
2006.

IFRS 1 First-time adoption of IFRS
When preparing its IFRS balance sheet as at 31 March 2006 the Group has taken the foIIowmg optlons avallable under
IFRS 1 in applying I RS
e The reqwrements of IFRS 3 Business Combinations have been applied prospectively from 1 Apnl 2003 .
e Certain properties were held at revalued amount as at 31 March 2004. On conversion, these revalued amounts
~ were frozen and deemed cost in the case of these properties;
e Al actuarial gains and losses in respect of defined beneft pensmn and post retlrement schemes have been
"~ - recognised in fullin equity from 1 April 2004,
. Cumulative translation dlﬁerences relating to net investments in overseas compames that arose pnor to 1 April
<. 2004 have been set to zero and will'not be included in.any, subsequent calculation of profit or loss on disposal;-
¢ Only those employee share options granted after 7 November 2002 that had not vested as at 1 January 2005 have
been remeasured at fair value; and
e The Group has chosen to adopt IAS 32 Financial Instruments: Disclosure and Presentation and IAS 39 Financial
Instruments: Recognition and Measurement from 1 April 2004.

Basis of consolidation ;
The consolidated financial statements comprise the financial statements of EMI Group plc and its subsidiaries for the
year ended 31 March 2006.

Al intercompany balances and transactions, including unrealised profits and losses arising from intra-group
transactions, have been eliminated in full.

Subsidiaries are consolidated fron1 the date on which control is transferred to the Group and cease to be consolidated
from the date on which control is transferred out of the Group. Where there is a loss of control of a subsidiary, the
consolidated financial statements include the results for the part of the reporting year during which EMI Group plc has
control. .

Foreign currency translation

Sterling (£) is the functional currency of the parent undertaking and the presentational currency of the Group. The
functional currency of subsidiaries, joint ventures and associated companies (“foreign operations”) is the currency of the
primary economic environment iniwhich they operate.

Transactions in foreign currenciés are initially recorded in the functiona! currency at the rate ruling on the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are translated at the functional currency
rate of exchange ruling at the balance sheet date. All differences are taken to the income statement with the exception
of differences on foreign currency borrowings that provide a hedge against a net investment in a foreign operation.
These are taken directly to equity until the disposal of the net investment, at which time they are recognised in the
income statement. Tax charges and credits attributable to exchange differences on those borrowings are also dealt
with in equity. Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in a
foreign currency are translated using the exchange rates at the date when the fair values were determined.

The assets and liabilities of foreign operations are translated into sterling at the rate of exchange ruling at the balance
sheet date and their income statements are translated at the weighted average exchange rates for the period. The
exchange differencas arising on ithe retranslation of foreign operations are taken directly to a separate component of
equity. On disposal of a foreién operation, the deferred cumulative amount recognised in equity relating to that
particular foreign operation is recognised in the income statement.




Business combinations and goodwill

" The purchase method of accounting is used to account for the acquisition of subsidiaries. The cost of an’ acqursmon is
. measured as the fair value of the assets given, .equity instruments issued and liabilities incurred or assuried:at:the date
- of exchange, plus costs directly attributable to the acquisition. - Identifiable assets acquired, and-liabilities and
contingent liabilities assumed, in-a business combination -are measured initially at their fair values at-the. acquisition
date, irrespective of the extent of any minarity interest. .The excess of the cost of the acqursrtron over the fair value of
the Group's share of the identifiable net assets acquired is recorded as goodwill. : ‘

Goodwill on-acquisition:is initially measured-at cost FoIIowrng initial recogmtlon goodwrtl is measured at cost Iess any
-accumulated impairmentlosses. : v _ .

Due to the adoption of IFRS 3 Business Combinations from 1 April 2003, goodwill on acquisitions from 1 Aprtl 2003 is
not amortised and goodwill already carried in the balance sheet is not amortised from 1 April.2003..Goodwill is:reviewed
for impairment annually, or more frequently if events or changes in. circumstances rndrcate that the carryrng value may
. be rmparred ‘ . .

- For-an- asset such as- goodwilll that does not generate largely independent cash -flows, the recoverable amount is
determined for the smallest identifiable-group of assets including that asset that generates-cash inflows: that are Iargely
independent of the cash inflows from other assets or groups of assets (a ‘cash generating unit). .

Intangible assets . : oo ) g o
Intangible assets.include. music copynghts and other mtangrbles lntanglble assets acqurred separately are caprtallsed
~atcost, whilst those acquired as part of a busrness acqulsmon are caprtallsed at fair value at the date of acqmsrtlon

Following initial recognition, mtangrble assets with finite hves are amortlsed ona systematrc basis over therr economic
useful lives. These lives are estimated on an individual basis at periods of anything up to and-including 20 yéars.
Intangible: assets are tested forimpairment if-events or.changes in circumstances indicate that the carrying value may
be impaired.. Useful lives are. exammed :on an annual basis and adjustments .where apphcable are made on a
prospective basis. .- : : - o . .

Intangible assets created within the business that cannot be distinguished from the cost of developing the business as a
- ‘whole are not capitalised. Any. relevant expendlture is charged agarnst profit from- operatrons in the penod in which the
.expendrture is rncurred o - . e

Property, plant and equrpment : : w

Property, plant and equipment are stated at cost less accumulated deprecratron and any rmparrment in value,
- Depreciation is calculated on a straight line basis.to write off the cost, Iess resrduat value, of assets over the estimated
- useful life of the asset. The annual rates used are:- : :

Freehold buildings - o 2%
Property held under finance leases and leasehold improvements Period of lease
Plant, equipment and vehicles 10-33 1/3%

. The carryrng values of property, plant and equrpment are- reviewed:-for |mpa|rment when events -or- changes in
circumstances indicate that the carrying value may not'be recoverable. Where an indicator of impairment exists; the
Group makes an estimate of the recoverable amount. Where the carrying amount of an asset exceeds its recoverable
amount, the asset is considered |mpa|red and is written down to its recoverable amount

Assets are derecognlsed upon disposal or when no future economrc benef ts-are expected to arise from the contlnued
use of the asset. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying value of the asset) is included in the rncome statement in the period in whrch the
item-is derecognised. : : 1 S .

Assets are held at historical cost with the exception that certain properties in the subsidiary undertaking Toshiba-EMI
Limited are carried at revalued amounts that were frozen. This frozen carrying value was deemed cost in: the case of
- these. propertles ‘ : ; o S



GRUUF ACCUUNTING FULIVIES

Leases :

Assets which are .held under a f inance lease, which transfers to. the Group substantrally all the risks’ and benefits
-incidental to ownership of the leased item, are capitalised at the inception of the lease, with a corresponding liability

being recognised for the fair value of the leased asset or, if lower, at the present value of the minimum lease payments.

Lease payments are apportioned between finance charges and a reduction of the lease liability so as to: achieve a

constant rate of interest on the remaining balance of the lease liability. Capitalised |eased assets are deprecrated over

the shorter of the estimated useful life of the asset or the lease term. ‘

~Leases_where,the.lessor.retamsi substantially all the risks and benefits of ownership of the asset -are classified as
operating leases. Operating lease payments are recognised as an expense in the income statement on'a straight line
basrs over the lease term

Investments in jomt ventures and assocrates '

The Group's investments in its associates are accounted for using.the. equity method The mvestment is carrred in the
balance sheet at cost plus postacqursrtron changes in the Group’s share of net assets of the associate, less any
impairment in value or dividends ireceived. The Group's share of the results after interest and tax of the associate are
included-in-profit from operations. When an associate has recognised & change in-net assets other than through the
«-.income statement;. the Group recognises its. share of the change and drscloses |t when applrcable in the statement of
recognised income and expense L . ’ -

The Group has a number of jointly controlied operations where there is no separate legal entity. The expenses that the
Group incurs, -and-the share of the income: that the Group earns from the sale of goods by these jointly controlled
operations, are included in the-income statement. The assets that the Group controls; and the liabilities that the-Group
incurs, in respect of these Jorntly controlled operatrons are mcluded in the balance sheet.

Othermvestments ERCITEE S T T

. All-investments are initially recogmsed at cost berng the fair value of the consrderatron given and mcludrng acqursrtron
charges associated with. the-investment. - At acquisition, all investments. are.classified as either fair value through profit
and loss, held-to-maturity or avallable for-sale in accordance with 1AS 39 Financial Instruments:-Recognition -and
Measuremerrt ;

3 T hose mvestments classified as-held-to-maturity or available-for-sale are designated as non-current assets. Unlisted
held-to-maturity or available-for-sale investments are held on the balance sheet at cost less any impairmentin value.
Listed held-to-maturity or available-for-sale investments are held on the balance sheet at fair value wrth any changes in
fair value berng recognlsed in equrty ‘

Those mvestments classrﬂed as farr value through prof it and Ioss are desrgnated as current assets and are held-on the
balance sheet at fair value, with any changes in fair value being recognised in-the income statement along with garns or
losses on disposal.

Advances ‘ '
In the ordinary course of busmess the Group pays advances and other expenses recoupable from future royalties to
- performing artists, songwriters, producers :and third party repertcire owners. The amounts paid are carriéd at cost less
recoupment-and less an - allowance for any. unrecoupable amounts.- The allowance is based on past revenue
.- performance, current popularityand projected revenue. ' o o ' L
Advances are recoupable dunng the busrness operating cycle. All advances are therefore reported as current assets
|nclud|ng advances lecoupable more than 12 months after the balance sheet date
Inventorres e : f ‘ o
Inventories are valued at the Iower of cost and net realrsable value. Cost includes manufacturing overheads where
approprtate :

Trade recervables SR i o ' ’ R

Trade receivables, which generally have 30 90 day terms, are recognlsed and carried at the orrgmally mvorced amount
less an allowance for any doubtful debts. An estimate for doubtful debts is made when collection of the full amount is no
longer probable. Bad debts are written off when identified.

Cash and cash equivalents

Cash and cash equivalents in the balance sheet comprise cash at bank and in hand and short-term deposits with an
original maturity of three months or less. For the purpose of the consclidated cash flow statement, cash and cash
equivalents consist of cash at bank and in hand net of outstanding bank overdrafts.




Borrowings ' : e '

- All joans and borrowings are initially recognised- at the fair. value of the consrderatron recerved net of issue costs
associated with: the borrowing. - After. initial recognition, interest-bearing loans -and borrowings are subsequently
measured at amortised cost using the effective interest method. Amortised cost is calculated by taking into account any
issue costs and any discount or premrum on settlement. Gains and Iosses on derecognrtron are recognised in finance
charges.

Hedge .accounting is adopted where derivatives, such as “fixed to floating” interest rate swaps, are held as fair value
hedges against fixed interest rate borrowings. Under fair value hedge accounting, fixed interest rate borrowings are
_revalued at each balance sheet date by the change in fair value: attrrbutable to the rnterest rate:risk bemg hedged

: Fmancral derrvatlves : - : ‘

The Group uses derivative fi nancial mstruments such as interest rate swaps and foreign currency contracts to hedge
risks associated with interest and exchange rate fluctuations. Such derivative financial instruments are stated at fair
value. The fair values of interest rate swaps and foreign currency contracts are determined by reference to market
rates for similar instruments. : :

For the purpose of hedge accounting, hedges are classified as either: fair value-hedges when.they hedge the exposure
to- changes . in-the fair -value. of a.recognised: asset or liability; or cash:flow hedges where they hedge exposure to
variability in cash flows that is attributable to either a particular risk associated-with a:recognised. asset or liability or a
forecast transaction.

. Inrelation to fair value hedges (e.g: fixed to floating interest rate: swaps held as fair.value hedges agarnst ﬁxed interest
rate borrowings) which meet the-conditions for hedge accounting, any gain.or loss from remeasuring-the hedging
. instrument at_fair value is recognised immediately-in the income statement. Any gain or loss on-the hedged item

attributable to. the hedged nsk is- adjusted agalnst the carrymg amount of the hedged item. and recogmsed in the income
statement.. C ; o i e S

For derivatives that do not qualify for'hedge accounting, any gains or losses arising from changes in fair value are taken
directly to the income statement.

Guaranteed convertible bonds
The component of the guaranteed convertible bonds that exhibits characteristics of a liability is recognised as a fiability
in-the. balance sheet, net of issue costs. On issue of the guaranteed convertible bonds, the fair. value of the liability
component was determined using a market rate for an equivalent non-convertible bend. . This-amount is carried as a
- liability on an amortised. cost basis wntil extinguished on conversion or redemption. As the-convertible bonds. are
) denomrnated in_US dollars but.are convertible to sterling shares, the remainder of the proceeds is aliocated to the
conversion optron that is recognised and included -as.a derivative liability, net of issue costs. The value of the
conversion option is revalued to fair value at each balance sheet date, with movements in fair value reflected as fi nance
costs or finance income. - : . 5o :
Issue.costs were apportioned between. the liability and derivative components of the. guaranteed convertible bonds
based .on the allocation of proceeds to the habrlrty and derivative -components when the: instruments were first
recognised. -

Provisions . :
Provisions are recognised when the Group has a present oblrgatron (legal or constructrve) asa result of a past event
when it is probable that an outflow of resources embodying economic benefits. will be required to settle the obligation
and when a reliable estimate can be made of the amount of the obligation. Where the Group expects some or all of a
provision to be reimbursed, for example under an insurance contract, the reimbursement is recognised as a separate
asset but,only when the reimbursement is virtually certain. The. expense relating to any provision is presented.in the
income statement net of any reimbursement. I .the effect of the time value of money on the quantification of the
provision 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.
Where discounting is used, the increase in the provision due to the passage of time is recognised as finance costs..



ORUUF ALLUVUNITING FULIVIED

Pensions and other employee benefits
The Group operates three major: defined benefit pension schemes, plus.a number of smaller -defined benefit pension
schemes. The cost of providing benefits under the schemes is determined separately for each scheme using the
projected unit actuarial valuation method

Liabilities of the schemes are drscounted by the current rate of return of an AA-rated corporate bond of equivalent term
and currency to the liabilities. Assets of the schemes are measured at fair value at the balance sheet date. Actuarially
calculated surpluses or deficits on the defined benefit schemes are included within the consolidated balance sheet.
The current service cost of each of the schemes is charged against profit from operations: Expected returns on.défined
benefit scheme assets and interest on defined benefit scheme liabilities are included as finance income and finance
costs respectively. With effect from 1 April 2004, the Group has adopted the amendment to IAS 19 Employee Benefits
that permits actuarial gains and Iosses to be charged or credrted directly to equity through the statement of recognrsed
income-and expense ; ‘

- In addition; the Group operates a number of defined contrrbutron schemes Contrrbutrons to def ned contnbutron
schemes are charged to the income statement as incurred.

: Employee ‘benefits other than post-employment benefits that can be carried forward if they have not been used are

. accrued as.they are-earned until the benefit is pard or used Those employee beneﬁts that are foregone if not taken at
-the time are expensed when mcurred ‘

Revenue i
Revenue is-recognised to the-extent that it is probable that the economic bériefits will flow to the Group and the revenue
~ can be reliably measured. The following specific recognition criteria must also be met before revenue is re¢ognised:
. o Sale of'goods: revenue is recognrsed when the significant Tisks and rewards of ownership of thé goods have
. passed to'the buyer and can berreliably measured. Revente is measured at fair valtie after making provision in
respect of expected future returns of goods and services supplied by the Group prior to the balance sheet date;
e Royalty and other income: aII royalty and other income rs recognrsed when |t has been earned and can be relrably
: measured.

Interest income is recognised when it has been earned and can be reliably measured.

" Share-based payments o SR : .

The share option-programme aIIows ¢ertain Group employees 1o acqurre shares of the Company 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 daté and the- expense is spread over the period during which the employees become uncondrtronally
* ‘entitled to the options.  The fair \value of the options granted is measured using a brnomral Iattrce model takrng into
‘ account the terms and condrtrons upon which the optrons were granted

The amount recognised as an expense reflects the extent to which the vestrng perrod has expired and the Group's best
estimate of the number of awards that will ultimately vest. No expense is recognised for awards that do not ultimately
vest; except for awards ‘where the vesting is conditional Upon ‘a market condition, which are treated as vesting
- .irrespective of whether or not the market condition is satisfied; provided that all other performance condrtrons are
satisfied. :

Employees of certain subsrdrarres of the Group participate in the employee share incentive plans and the Group hias an
- employee share trust to satisfy non- -transferable options granted to executives and senior employees. Shares in the
Group held by the employee share trust are treated as treasury shares and presented |n the balance’ sheet as a
' deductlon from equrty ‘ :

The Group has taken advantage of the transitional provisions of IFRS 2 in respect of equrty -settled awards and has
applied IFRS 2 only to equrty settled awards granted after 7 November 2002 that had not vested on or before 1 January
2005

R

. i 3
Fmance charges ;

Finance costs comprise mterest payable on borrowrngs calculated using the effective interest rate method, foreign
exchange losses and losses on h{edgrng instruments that are recognised in the income statement.

Finance income comprises interest receivable on funds invested calculated using the effective interest rate method,
dividend income, foreign exchange gains and gains on hedging instruments that are recognised in the income
statement. ‘




Income tax

Income tax on the profit or loss for the period comprises current and deferred tax. Income. tax:is recognised in the
income statement except to the extent that it relates to items recognised directiy in equity, in which case-it is recognised
in equity. : : :

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

Deferred tax is recognised for all temporary differences between the carrying amounts of assets and liabilities for
““financial reporting purposes and the tax base. The following temporary differences are not provided for: the initial
" recognition of goodwill or of assets or liabilities that affect neither accounting nor taxable profit that is-not a business
_combination; and temporary differences relating to investments in subsidiaries, joint ventures and associates where, the
" fiming of the reversal of the temporary difference can be controlled and to the extent that it is probable that the
temporary difference will not reverse in the foreseeable future. The amount of deferred tax provided is based on the
expected manner of realisation or settiement of the carrying amount of assets and liabilities, usmg tax rates enacted or
~ substantially enacted atthe balance sheet date. S .

A deferred tax asset is recognised only to the extent that it is probabie that future taxable prof its, will be available
against which the asset can be utilised. .

Segments

A business segment is a group of assets and operations engaged in provrding products or services that are subject to

- risks-and retums that are different from: those of other busrness segments.- A geographical segment is engaged in

providing products or services within a particilar economic’environment that are subject to risks and returns that are

_ different from those segments operating in other economic environments. '

Exceptional items and amortisation "

. Exceptional items and amortisation are excluded from underlying results in order to provrde a better understanding of
~ the normalised trading of the Group The Group considers that such items would fall into either of two categones
. operating exceptional items and.amortisation; and finance exceptional |tems .

" ‘The Group defines operating. éxceptional items and amortisation as items which derive either from ‘events or
transactions that it considers fall outwith the ordinary activities of the Group or from events or transactions that fall
within the ordinary activities of the Group but which, individually or, if of a similar type, in"aggregaté; need to be
disclosed separately by virtue of their size or. incidence if the financial statements are to give a frue and fair view.
Similarly, the Group defines finance exceptional items as |tems which derive either from events or fransactions that it
* considers fall outwith the-ordinary financing activities of the" Group or and from events or transactions that fall within the
ordinary financing activities of the Group but which, individually or, if of a similar type, in-aggregate, need to be
disclosed separately by virtue of their size or incidence if the financial statements are to glve atrue and fair view.

Events or transactions that the Group would tonsider as falling outwith its ordinary activities could include, but are not
" limited to: the revaluation and/or disposal of property, plant and equipment; the revaluation andfor disposal of heid to-
‘maturity or available-for-sale investments or‘investments at fair value through profit and loss; the disposal and/or
closure of a business, jointly controlled operation or associate; and the costs of a fundamental reorganisation or
“restructuring. Events or transactions that the Group wouid consider as falling within its ordinary activities but which
need to be disclosed separately could include, but are not limited to: the amortisation and impairment of music
copyrights and intangibles; the impairment of goodwill; and the impairment of the cost of an investment in a business,
jointly controlled operation or associate. Events or transactions that the Group would consider as falling outwith its
ordinary financing activities could include, but are not limited to: gains or losses on the revaluation of derivative financial
instruments; gains or losses on the retranslation of foreign currency-denominated borrowings to the extent that they do
not provide a hedge against foreign currency-denominated investments; and gains or losses from the ineffectiveness of
the interest rate swaps hedge. Events or transactions that the Group would consider as falling within its ordinary
financing activities but which need to be disclosed separately could include, but are not limited to, costs incurred as part
of the Group's refinancing programmes.



NUIES 1V IRE GRUUF FINANCIAL STAITENENTS

for the year ended 31 March 2006

1. Segmental analysis

E

“At 31 March 2008, the Group is organised on a worldwide basis into two main busmess segments - Music and Music
Publishing. These divisions are the basis on which the Group reports its primary segment information.

- 2.3

Results L
2006 £2005
EMIMusic  EMI Music Total EMIMusic EMIMusic Total
. Publishing B . Publishing -
Restated  Restated . Restated
“£m £m £m £m £m Em
Group revenue ’ 1,660.3 = 4196  2,079.9 1,600.5 4007 2,001.2
Group profit (loss) from operatlons before T
" exceptional items and amortlsatlon ’ 1451 1054 2505 1255 . 996 2251
Share of profit (loss) from associate (0.1) 1.1 S 1.0 06 05 11
Segmental operatlng exceptlonal |tems and
‘amortisation:
Amortisation of music copyrights and
intangibles (3.6) (46.3) (49.9) (3.0) (42.8) = (45.8)
Gain on dlsposal of property, plant and } o S o o
equipment 06 (02) . 04 (17.7) . (17.7)
_Segrental fesult 1420 600 2020 1054 . 57.3 1627
" Non-segmental operating exceptlonal items T L - B
and amortisation ; 3.6 (20
Group profit from operations 295:6_ e . 1607
.. Total net finance charges (815 g61 9)
. Profit (loss) before taxation, R TT Y ~ .88
" Taxation L (281) o {23.9)
Profit (loss) from continuing operatlons ‘
. aftertaxation . . . : ..-90.0 . M9
. Other segmental |tems mcluded |n the mcome
) statement include: L L
.,Deprematlon ‘ ‘ : 24 ... .32, 253 .20 - 31 - 25.1
~ Amortisation of music copynghts and . e Lt e e e
mtanglbles ‘ 3.6 . 443. 479 . - 30 -, 428 .. 458
Impalrment of music copynghts and
intangibles . - ., 2.0 2.0 oo -y -
; Impalrmentofgoodwnl e e e 22 - 2.2
Impairment of property. . .09 0.2 - 11 185 185
Release of overprovision for reorgamsatnon - T P :
. costs. changed in prior years 2.3) (2 3) (38 - (3.8)
_Reorganisation cosls 2.3 - : 3.8




continued

1. Segmental analysis {continued)

Assets and liabilities

2006 2005

EMIMusic - EMI Music Total EMIMusic EMI Music Total
Publishing Publishing

- Restated Restated Restated
£m £m £m £m £m £m
Segment assets - 926.3 578.0 1,504.3 815.4 - 586.8  1,400.2
Investment: associates 5.9 2.3 8.2 68 . 11 .79
- Unallocated assets 304.5 ' E 3709
Consolidated total assets - : . ' 1,817.0 _‘ 1,779.0
. Segmental liabilities ' {898.1) (282.4) (1,180.5) (835.3) (256 5)  (1,091.8)
- Unallocated liabiliies.. - ..~ o ; e (1,3631) - .~ . . ..(14839)
- Consolidated total liabilities - (2,543.6) ' o (2,576.3)

"v“Other seﬁmenﬁtemsinciudedn'n the balance | .

. sheetinclude: :

Capital expenditure 25.5 8.8 34.3 304 5.5 35.9
Average employees (No ) 5,672 640 6312 6043, = 629 .. 6 672

Prof t from operations is analysed instead of profit before taxation as.finance charges are borne centrally and are not
: a||ocated to the operatmg busrnesses . _ , .

The Group s fwo busmess segments operate in srx mam geographlcal areas even though they are managed on a
worldwide basis.

2006

United Rest of Latin North Asia Other Total
Kingdom  Europe  America America Pacific

-~ fm - £m - £m - - £€m £m -£m - £m

Segment revenue . 180 6302 844 6491 3388 204 20799

Segmentassets 2674 2885 588 6575 1556 768 15043

Investment; associates . 04 <. 88 12 - S 82

.Unallocated assets . . . . L -, 3045
Consolidated total asséts 2671 2889 588 6641 1568 768 18170

:I,Capital expendi(ure ' 153 6.9 0.6 8.7 22 08 343

Average Employees (No.) 1200 1303 3 203 1241 132 6312



NOTES TO THE GROUP FINANCIAL STATEMENTS
continued

1. Segmental analysis (oontinued)

2005
United Rest of Latin North Asia Other Total

Kingdom Europe America  America Pacific
Restated Restated  Restated Restated Restated Restated Restated
£m £m £m £m . £m £m £m
" Segment revenue . 3398 633.9 55.8 581.2 3663 T 244 2,001.2
Segment assets 2574 2915 342 6057 1455 662 1,400.2
Investment: associates . s 02 . 59 8 78
* Unallocated assets P ' - - - - - - 370.9
- Consolidated total assets 2 Co 2571 2917 34.2 6116 147.3 66.2 1,779.0
Capital expenditure 17.3 6.1 06 9.8 16 0.5 359
Average Emp]oyees (No) i 1,156 1,623 293 2,124 1,345 L131 i 6,672

2 Excep’tional items and amiortisation: -

Exceptronal items and amomsatron are excluded from underlymg results in order to provrde a better understandmg of
the normalised trading of the Group, and include operating exceptional items and amortisation and finance exoeptronal
items. See the Group accounting; policies section of these financial statements for def nrtlons of these terms and for

examples of the types of transactrons that'may fall into each category.

(i) Operating exceptional items ’and amortisation

‘, , , e 2006 2005
. ' o Restated
i £m £m
. Net.gain on sale of property plant and equrpment 1.5 0.8
‘Gain on disposal of business | - - : 1.0 -
. Gain (loss) on revaluation to farr value of investments at farr value Lo
" through profit and loss | . 26 02
!Restructurm g and reorganisation costs: ‘ B L
- Music: headcount reduction - : : R - {23) - 7(3.8)
Release of overprovision for reorganrsatron costs charged in- prlor e
years N . 23 38
Property impairment. T ' h . : (11) - (18.5)
Amortisation and impairment of musrc copyrlghts and rntangrbles (49. 9) N - (45.8)
impairment of goodwill i - B S (2:2)
Total i (45 9) (65.5)

The attributable taxation charge (credit) relating to operating exceptional items and amortisation is £nil (2005: £(7.6)m).

The share of the operating exceptronal items and amortisation attributable to minority interests is £0.1m (2005:

£(S. 1)m)




contlnued

(i) Finance exceptional items

2005

N Total net finance charges

2006
Restated
£m £m
Fair value revaluation of convertible bond derivative liability 441 o312
Fair value revaluation of interest rate swaps 1.4 1.7
. Fair value revaluation of Eurobond call feature derivative asset 8.2 0.2)
Foreign exchange on unhedged Euro borrowings (4.1) (9.9)
Foreign exchange on unhedged forelgn currency borrowmgs 0.3 -
Exceptional refinancing costs ' (5 2) -
Total 47 23.2
The attributable taxation charge relating to finance exceptional items is £nil (2005: £ni).
3. Finance charges
2006 2005
" "Restated
» Em £m
-, Finance costs: ' S e L
Interest payable Qn bank overdrafts and loans .92.8 .+ .- 838
Interest payable on other loans - 74 S
Interest payable on finance leases 0.7 . 105
o B 100.9 1956
Interest payable on defined benefit pension scheme liabilities 48.7 48.1
‘ 149.6.. - 143.7
. Finance income: : .
' * Interest receivable on bank balances (2.1) (2.2)
Other interest receivable T - (0.3) (0.6)
(2.4) (2.8)
Expected return from defined benefit pension scheme assets {55.0) (55.8)
‘ L (57.4) ~ (58.6)
“Net finance charges 92.2 85.1
Finance exceptional items (see Note 2) 4.7) {23.2)
875 61.9




NOTES TO THE GROUP FINANCIAL STATEMENTS
continued

i

4. Taxation
2008 2005
Restated
i £m £m
Current tax 238 284
Deferred tax 4.3 {4.5)
2841 23.9
The tax on the Group s profit before tax differs from the theorencal amount that would arlse usrng the welghted
average tax rate applicable to prof its of the consolidated companies as follows:
Profit before tax ‘118.1 . 988
Tax calculated at domestic rates japplicable to profits in the respective 458 39.6
countries at 38.8% (2005: 40.0%)

- Effects of: , '

- Income not subject to tax i (4.2) (7.7)
Expenses not deductible for tax purposes 23.7 210
Utilisation of previously unrecogmsed tax losses (42.3) (37.9)

" Tax losses for which no deferred income tax asset was recognised ‘ 169 15.8
Adjustment in respect of prior years o (11.8)“ ’ (6.9)
- Current tax on profit (loss) before:taxation 281 ¢ 23.9
5. Dividends (etquity) )

2006 2005 2006 - i - 2005
Sy . ) ¢ Restated
Per share Pershare £m £m

: ,Ordlnary d|V|dends o ; S : o N s
© 2005/2004 final dividend - P ' N X1 6.0p 47.2 47.1
©2005/2004 interim dividend IR - 20p 2.0p - 15.7 15.8
Total . 3 8.0p 8.0p 62.9 62.9

The interim dividend ,ef~2.0p- per éhare was paid on 1 April 2005 to shareholders on the regieter at fhe"iclose o'f{bd:s,i:ness
0n 4 March 2005. The final dividend of 6.0p per share was paid en 7 October 2005 to shareholders on the register at

the close of business on 9 September 2008.

Subject to the approval of shareholders the final dividend of 6.0p per share will be paid on 2 October 2006 to
shareholders on th2 register at the close of business on 21 July 2006. It is the Board's intention to apply the Scrip

Dividend Scheme to the final dividend.




continued

6. Earnings per share
2006 2005
Restated
.Earnings per Ordinary Share is calculated using the followmg

Earnings ‘ £86.1m £75.4m
Underlying earnings £127.4m £105 Om

Basic : o C e
- Weighted average number of Ordinary Shares 786.8m o 785 6m

' ‘Dlluted ‘ A _
Adjusted weighted average number of Ordinary Shares ‘ . 874.2m : 872.8m

. The adjusted wéig“hted average number of Ordinary Shares used in the diluted earnings per 'sha_[e_ calculations,
874.2m (2005: 872.8m), is the weighted average number of Ordinary shares, 786.8m (2005. 785.6m), plus
-adjustments for dllutlve share optlons 8.5m (2005: 8. 4m) plus adjustments for converttble bond options,.78.9m (2005

: 78 9m) :

[Reconciliation of adjusted earnings

Year ended 31 March 2006 Year ended 31 Mé;{:h 2005

£€m Per Share . . - £m_ . PerShare

' o Restated ~  Restated

- EamingsfbasicEPS . . o 86.1 . 109p . 754 . 9.6p
_ Dilutive adjustments: . . ; o

" Convertible bond = attributable mterest cost* and 54  (0.3)p. Co2:2y U o (34)p
 dilution S -

Dilutive share options - dilution . (0.1)p - (0p

.. .Earnings adjusted for effects of dilution / diluted EPS : 95 .- 105 - . . B832. .- B1p
: -Includingfair‘vvalhe reva!uaﬁqn gf'cvonvem'ble bond 9erivgn‘ve liabilfty included yvim‘inﬁnance exceptional item%. ~ ) . " R .

Reconciliation from basic to underlying basic and underlying diluted earnings per share

Year ended 31 March 2006 Year ended 31 March 2005
_ ) o £m Per Share £m Per Share
. E Restated Restated
__Earmngs/basm EPS - o - 861 109 . 754 9.8p
Exceptlonal items and amomsatron
"+ Operating exceptional items and attributablé taxation (4.0) {0.5)p 99 T 3p
- Amortisation of music copyrights and intangibles 47.9 6.1p - 458 7" 58p
" Impairment of music copyrights and mtangubles 2.0 03p 7 - 00p
Impairment of goodwill ' . 0.0p " 22 7 03p
Minority interest in operating exceptlonal |tems and 04 04p =~ (48 (O 6)
attributable taxation g BT
Minority interest in amortisation of musm-copynghts (0.3) ohp 7 {03 ¢ “0.0p
and intangibles ‘ SR
: Finance exceptional items , L 4.7) (0.6)p o {232):0 3.0
" “Underlying earnings / underlying.basic EPS o 127.4 1620 . 1050 13.4p
Dilutive adjustments:
Convertible bond - atiributable interest cost and 8.5 (0.4)p 9.0 (0.2)p
dilution
Dilutive share options - dilution . {0.1)p - 0.1)p
Underlying earnings adjusted for effects of dilution / 136.9 15.7p 114.0 13.1p

underlying diluted EPS
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7. Borrowings

* includes issue costs of syndicated loan facility of £1.5m {2005 £1.9m),

" 's N

2006 2005
Restated
£m " fm

Non-current ‘ o
US$500m 8.375% guaranteed notes 287.7 © 2738
£325m 8.25% Sterling bonds ; C323 - 32241
US$123.8m 6.96% senior notes (by mstalments) - " - 487
US$243.3m 5.25% quatanteed convertible bonds 12141 107.4
€425m 8.625% senior notes ' 300.0 301.6
Long-term committed facmtles ' (1 5) "(1.9)
o Term loan: : ~2.0 1.1
“Finance leases 17.0 159
1,049.4 " 1,088.7

Current . )

. Overdrafts © 196 “11.8
Term loan 1.2 1.8
US$123.8m 6. 96%-senior notes (f irst instalments) - 16.4
Finance leases’ 1.8 1.3

22.6. 31 3

- Total borrowings ‘ _1,0_72.0 o 1,100.0

- The falr value of pubhcly traded borrowmgs has been calculated using the appropnate market prices at the balance
sheet date. For the borrowings WhICh are not publicly traded; the fai value has been calculated by dxscountmg their
future cash flows at the appropnate market rate. The directors estimate the fair vatue of the Group S borrowmgs to be

as foIIows e g

Book value Fair value
2006 2005 2006 2005
Restated
£m . £m £m £m
.. Loans and overdrafts i . 198 18 . . . 196 . - -~ 118
. US$500m 8.375% guaranteed, notes . .287.7 . 2738 . - .. 306.0 . © 286.8
© £325m 8.25% Sterling bonds . 3234 . 3221 : 348 0 349.9
1JS$123.8m 6.96% senior notes . : . 651 .. ... ... 394
- US$243.3m 5.25% guaranteed convert:ble bonds 1214 - 1074 ., 133 5 -~ 1231
€425m 8.625% senior notes ' 300.0 3016 368.1 347.0
-Long-term committed facilities . | - (1.5) - {1.9) (1 J) - (1.9)
Term loan 3.2 29 S 32 29
. :Finance leases 18.8 172 .. - 18.8 17.2
T s Sk 1,072.0 11000 ..« 1,176.2

1,195.7




continued

7. Borrowings (continued) e
.Year ended 31 March 2006 - S g - L .
’ Current Effective Within 1 1-2 years 2-3years 3-4 years 4-5years  Morethan § Total
coupon rate interest rate year ' - years
£m £m £m £m £m fm £m
Non-current ; : : :
US$500m 8.375% guaranteed notes - . 8.375% - 849% - - e 281.7 . . . 287.7
£325m 8.25% Sterling bonds 8.75% 5.92% - . 3231 . . . <A
US$123.8m 6.96% senior notes {by
instalment) 8.46% 8.63% . - - . .
US$243.3m 5,25% guaranteed . . ) C . . ) .
convertible bonds 5.25% 9.3% - e - . 1214 T 1214
€425m 8.625% senior notes 8.625% 8.94% . . - . . 300.0 300.0
Long-term committed facilities* . . . . (1.5) . (1.5)
Term loan - 20 . - . oo 20
Finance leases - R . - 17.0 17.0
20 3231 2877 119.6 7.0 1,049.4
Current .
Overdrafts o 19.6 . - - . . 19.6
* Term loan ' o o 12 - - - - . 12
US$123.8m 6.96% senior notes (ﬁrst '
instaiments) . ) . - . - - LA .
" Finance leases = 1.8 - . . - - 1.8
3 : 22.6 . - . - - 22.6
Total borrowings . . 22.6 .20 3231 287.7 119.6 317.0 .1,072.0
Year ended 31 March 2005 . o o
. - ’ Current = ' Effective” . Within 1 1-Zyears 2-3years ~ 3-4years 45years - - Morethan 5« Total
v . couponrate  interestrate - year N i st Cyea’s .
Restated Restated Restated Restated Restated Restated Restated
£m £m £m £m £m £m £m
‘Non-current o s ;
-US$500m 8.375% guaranteed notes 8.375% 849% . - - - - 2738 PR 2738
-£325m 8.25% Stérfing bonds C9.75% 9.92% - - - 3224 - - 3221
US$123 8m 5.96% senior notes 8.48% 883% - - 487 - - T 487
US$243.3m 5.25% guaranteed L o1
convertible bonds 5.25% 9.3% - - - - -7 107.4 107.4
+ €425m 8.625% senior notes B.625% 8.94% . - - . oL X306 T - 3016
Long-term committed facilities* - - (1.9) - - - (1.9)
Term loan o - 11 - - - ) - 1.1
Finance leases ' : - - - - < 15.9 15.8
i ' o - A 468 3221 27138 .. 4249 -+ 11,0687
Current
Overdrafts 11.8 - - . - - 11.8
Termloan . L s - 18 . - - PO S e 18
Short term élement of long erm Ioan ’ ' 16.4 - - . E - 164
“Firance leases- L e U - - - - - - 1.3
313 - - - L - o 13

Total borrowings 313 11 46.8 3221 2738 4249 1,100.0

* Includes issue costs of synd1cated loan faclhty of £1.5m (2005 £1. 9m)

In July 2005 the Group scgned a new £450m revolvnng credn facnhty w:th a group of banks. ThIS facmty replaced a
revolving credit facility (£250m), a 364 day facility (E100m) and the US$123.8m 6.96% senior notes. The bilateral
facilities (£40m) were also not renewed. The resulted in exceptional refinancing costs of £5.2m (2005: £nil) of which
£3.5m is in respect of issue and repayment costs of the US$123.8m 6.96% senior notes and £1.7m in respect of issue
costs relating to the £250m revolving credit facility.

On 11 March 2003 Moody's investor Service downgraded the Group's credit rating from. 'Baa2 to Bal. As a
conseguence the coupon of the £325m 8.25% Sterling bonds was increased from 8.25% to 9.75% with effect from 20
May 2003 and the coupon of the US$ 123.8m 6.96% senior notes was increased from 6.96% to 8.46% with effect from
21 August 2003.

The Group holds equivalent US Dollar nominal value interest rate swaps matching the coupon and the term of the
US$500m 8.375% guaranteed notes effectively converting the interest basis of the issue to floating rate (set in arrears).

The Group holds equivalent Euro nominal value interest rate swaps matching the coupon and the term of the €425m
8.625% senior notes effectively converting the interest basis of the issue to floating rate (set in arrears).
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7. Borrowings (continuedj

At 31 March 2006, the Group had available £437.1m (2005: £349. 1m) of undrawn committed borrowing facilities in
respect of which all conditions precedent had been met. :

The term loan of £3.2m (2005 £2.9m) was raised in the period July 2004 to December 2005. Repayments will
commence in August 2006 and will continue until January 2008. The loan carries a floating rate of interest at LIBOR +
1.5%.

_ Overdrafts are unsecured, repayable on demand, and are charged interest at variable rates.

8. Other provisions for liabilities and charges

Acquisition Disposal and
Employee and fundamental .
Trading .+ Benefits integration reorganisation ~ Total
! £m £m £m £m o . £m
~ At1 April 2005 329 - 27 8.0 - 43.6
~ . Currency retranslation 1 77 - e 04 21
Provisions utilisec! R . (138 - - (7.3) (21.1)
'~ Charged-(released) ConE : 64 - - 03 2.4 7)) ~ 84
Transfer from pensions provision - 0.5 - R 05
At 31 March 2006 i 27.2 08 . 541 04 335
Current portron ‘ | ’ ‘ ' o
At 1 April 2005 ‘ 329 - 2.7 - 80 436
At 31 March 2006 27.2 0.8 . 5.1 -7 04 0 335
*Non-current portion: | : :
At 1 April 2005
At 31 March 2006
Total: ' -
At 1 April 2005 329 - 27 8.0 436
At 31 March 2006 o 27.2 08 51 04. 33.5
- Trading

" Trading provisions include royalty audit and other trading provisions charged through profit from operations before
operating exceptional items and amortisation. They also include restructuring and reorganisation provisions-charged

~ _through operatrng exceptional rtems

| Drsposal and fundamenital reorganrsatron ’ i
This provision relates to the reorgamsatron costs for the cIosure and or sale of EMI's manufacturlng busrnesses in North
: Amerrca and Europe. . i r .

Acqursrtron and rntegratron , ; : :
- This provision relates to acqmsmon and integration costs that were created for earnouts

Employee benefits
This provision relates to long term and termination benefits.
. , 3 ‘ . . 1‘ W s .
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o lE L ER 06/44

Company Announcements Office, 24th May, 2006.
London Stock Exchange.

EMI GROUP PLC
Holding in Company

As required by Listing Rule 9.6.7, we advise that, in respect of EMI Group plc Ordinary
Shares of 14p each, the Company has been informed in a letter dated and received by
fax after the close of business on 23rd May 2006 that, as at the close of business on
22nd May 2006, The Capital Group Companies, Inc. had decreased its interest to
39,598,959 shares, being;4.994% of the shares in issue. We were also advised that
the interest in the said shares was held as set out below:

REGISTERED HOLDER : HOLDING
Capital Guardian Trust Company 512,400
Capital International Ltd 31,726,034
Capital International S.A. 2,888,454
Capital International, Inc. 4,472,071

EMI Group plc 27 Wrights Lane London W8 5SW UK Tel +44 (0)20 7795 7000 Fax +44 (0)20 7795 7001
Registered Office: Address as above. Registered in England No. 229231
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Company Announcements Office, 24th May, 2006.
London Stock Exchange.

EMI GROUP PLC
Directors'/PDMR Shareholdings

As required by Listing Rule 16.13, we advise that:

(@)

EMI Group EBT (Guernsey) Limited, the Trustee of The EMI Group General
Employee EBenefit Trust ("EBT"), has today informed the Company by a letter
dated 24th May 2006 (received by fax) that it awarded on 24th May 2006 to three
employees and two ex-employees, at no consideration, in respect of awards under
the EMI Group Senior Executive Incentive Plan ("the SEIP") and the EMI Group
Executive Share Incentive Plan (“the ESIP") a total of 2,113,235 EMI Group plc
Ordinary Shares of 14p each. Of this total, 112,870 Ordinary Shares and 31,480
Ordinary Shares were awarded, respectively, to Mr Eric Luciano Nicoli and Mr
Roger Conant Faxon, Executive Directors of the Company, and 1,912,500
Ordinary Shares were awarded to Mr Martin Neal Bandier, a Person Discharging

.Managerial Responsibility with respect to the Company. These awards

represented releases of shares to them as follows:

(iy E. L. Nicoli - following the conclusion of the six-year deferral period on 31st
March 2006, 67,722 shares from a non-contingent incentive award and the
related contingent 2:3 matching award of 45,148 shares;

(i) R. C. Faxon - following the conclusion of the six-year deferral period on 31st
March 2006, 18,888 shares from a non-contingent incentive award and the
related contingent 2:3 matching award of 12,592 shares; and,

(i) M. N. Bandier - following the release of the audited results for the year ended
31st March 2006, 1,250,000 shares from a performance share award made
on 28th September 2001 and 662,500 shares from a restricted share award
also made on 28th September 2001. Both the performance and restricted
share awards were awarded in respect of the five-year period from 1st April
2001 to 31st March 2006. '

EMI Group plc 27 Wrights Lane London W8 5SW UK Tel +44 (0)20 7795 7000 Fax +44 (0)20 7795 7001

Registered Office: Address as above. Registered in England No. 229231




(b) Inits letter, the Trustee of the EBT stated that it had withheld a total of 896,970
Ordinary Shares in respect of the tax liabilities arising from the awards. Of this
total, 46,277, 11,899 and 818,425 Ordinary Shares relate to the tax liabilities. of
Mr Nicoli, Mr Faxon and Mr Bandier, respectively.

(¢) As a result of these transactions, the interests of Mr Nicoli, Mr Faxon and
Mr Bandier in up to 112,870, 31,480 and 1,912,500 Ordinary Shares, respectively,
arising from the SEIP were replaced by a beneficial interest in 66,593, 19,581 and
1,094,075 Ordinary Shares, respectively.

As a result of the above, the number of Ordinary Shares in which EMI Group plc's
Executive Directors and other employees of the EMI Group have a potential interest
through the EBT decreases to 1,555,927, all being held in the name of Barfield
Nominees Ltd, Account No. 6497.

)



