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Fopp Entertainments Limited Report and Accounts 2010
Company number 03040481

DIRECTORS’ REPORT

The Directors submit their report and audited financial statements for the 52 weeks ended 24 Apri 2010, which were
approved on behalf of the Board on 1\ OCTow&z. 20\

Business review -

During the period under review, the Company was engaged in a business that primarily consisted of the retaling of music,
video, electronic games, books and related products under the Fopp brand name and 15 expected to continue trading for
the foreseeable future

The Company generated revenue of £21 5m (2009 £20 5m) in the period and operaung profit was £1 3m (2009 £1 5m)
The profit after taxation was £0 9m (2009 £1 3m) The Directors recommend that no dividend be declared and that the
profit be transferred to reserves

Principal risks and uncertainties

The Board of the ulumate parent undertaking, HMV Group ple, has a policy of contunuous identfication and review of key
business risks and uncertanues It oversees the development of processes to ensure that these risks are managed
appropriately and operational management are delegated with the tasks of implementing these processes and reporting to
the Board on theirr outcomes The prinapal risks identified by the Board' relevant to the Company are the compeutve
nature of its markets, the growth of new methods of digital delivery, general sensitivity to changes in economic conditions,
the seascnality of the business, monitaring agreements with key suppliers, damage to reputation or brands, maintaining and
developing information technology systems and attracting, motivating and retaining key staff

Directors

The names of the Directors who served throughout the period under review and up to and including the date of this
Report are shown on page |

Policy on payment of creditors

The Company does not impose standard payment terms on 1ts suppliers but agrees specific terms with each and ensures
that each supplier 1s made aware of such terms [t 1s the Company's policy to pay its supphers in accordance with the terms
that they have agreed The number of days’ purchases cutstanding at 24 April 2010 15 calculated as 38 days (2009 58 days)

Auditors

The Directors who were members of the Board at the ume of approving the Directers’ Report are listed on page |
Having made enquiries of fellow Directors and of the Company’s auditors, each of these Directors confirms that

s to the best of each Director’'s knowledge and belef, there 1s no information relevant to the preparatuon of their report
of which the Company’s auditors are unaware, and

¢ each Director has taken all steps a director might reasonably be expected to have taken to be aware of relevant audit
information and to establish that the Company's auditors are aware of that information

A statement of the Directors' responsibility for the financial statements can be found on page 4, which 15 deemed to be
incorporated by reference in {and shall be deemed to form part of) chus report

Elective resolutions to dispense with haldings annual general meetngs, the laying of accounts before the Company in
general meeting and the appointment of auditors annually are currently in force Therefore, Ernst & Young LLP are deemed
to conunue as auditors of the Company

Going concern

The Directors report that having reviewed current performance and forecast they have a reasonable expectation that the
Company has adequate resources to continue in operational existence for the foreseeable future For this reason they
conunue to adopt the going concern basis in preparing the financial statements

By order of the Board

MM\«L\

E Marriner
Secretary

It Octo bev 20l0
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STATEMENT OF DIRECTORS’ RESPONSIBILITY

The following statement, which should be read in conjuncuon with the Auditors’ statement of their responsibilities, 1s made
with a view to disunguishing for shareholders the respecuve responsibiliues of the Directors and the Auditors in relauon two
the financial statements

The Directors are responsible for preparing the financial statements in accordance with applicable Uniced Kingdem law and
those Internavional Financial Reporung Standards as adopted by the European Union (IFRS)

The Directors are required to prepare financial statements for each financial year that present a true and fair view of the
financial position of the Company and the financial performance and the cash flows of the Company for that period In
preparing those financial statements, the Directors are required to

() select suitable accounung policies in accordance with IAS 8 Accounting Policies, Changes in Esumartes and then
apply them consistently,

() present informaton, Including accounung policies, in 2 manner that provides relevant, reliable, comparable and
understandable informauon,

-

() provide additional disclosures when compliance with the specific requirements in IFRS 1s insufficient to enable users
to understand the impact of parucular transactions, other events and condions on the enuty's financial position
and financial performance,

() state that the Company has complied with IFRS, subject to any materal departures disclosed and explained in the
financial statements, and

) make judgements and estimates that are reasonable and prudent

The Directors are responsible for keeping proper accounung records which disclose with reasonable accuracy at any ume,
the financsal posiuon of the Company and enable them to ensure that the financial statements comply with the Companies
Act 2006 as well as Arucle 4 of the IAS Regulation They are also responsible for safeguarding the assets of the Company
and hence for taking reasonable steps for the prevenuon and detection of fraud and other irregularities

We confirm that, to the best of our knowledge

1 the financial statements, prepared in accordance with IFRS, present fairly the assets, habilities, financial position and
p Y P
profit of the Company, and

() the Directors’ Report includes a fair review of the development and performance of the business and the positon
of the Company, together with a descripuan of the principal nsks and uncertainues that the Company may face

By order of the Board

% N .

S Fox N A Taylor
Director Director

N Ockolper 7010
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INDEPENDENT AUDITOR’'S REPORT TO THE MEMBERS OF FOPP
ENTERTAINMENTS LIMITED

We have audited the financial statements of Fopp Entertainments Limited for the 52 weeks ended 24 April 2010, which
comprise the Income Statement, Balance Sheet, Statement of Changes in Equiry, Cash Flow Statement and related notes |
to 22 The financial reporting framework that has been applied in their preparation 1s applicable law and International
Financial Reporung Standards (IFRSs) as adopted by the European Union

This report 1s made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the Company's members those
matters we are required to state to them in an auditor’s report and for no other purpose  To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the Company and the Company's members as a
body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of Directors and auditors

As explained more fully in the Directors’ Responsibilities Staterent set out on page 4, the Directors are responsible for the
preparation of the financial statements and for being sausfied that they give a true and fair view Qur responsibility 15 to
audit the financial statements in accordance with applicable law and International Standards on Audiing (UK and Ireland)
Those standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaning evidence about the amounts and disclosures in the financial statements sufficent to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error
This includes an assessment of whether the accounting policies are appropriate to the Company’s circumstances and have
been consistently applied and adequately disclosed, the reasonableness of significant accounting estimates made by the
Directors, and the overall presentation of the financial stacements

Opinion on financial statements

In our opinion the financial statements

» give a true and fair view of the state of the Company’s affairs as at 24 April 2010 and of its profit for the 52 weeks then
ended,

* have been properly prepared in accordance with IFRSs as adopted by the European Union, and

* have been prepared in accordance with the requirements of the Compantes Act 2006

Opimion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial year for which the financial statements are
prepared Is consistent with the financial statements

Matters on which we are required to report by exception

We have nothmg to report in respect of the following matters where the Companies Act 2006 requires us to report to

you If, In our opinion

s adequate accounting records have not been kept, or returns adequate for our audit have not been recewed from
branches not visited by us, or

¢ the financial statements are not in agreement with the accounting records and returns, or

+  certain disclosures of Directors’ remuneration specified by law are not made, or

* we have not received all the informauion and explanations we require for our audit

frm 11::3 wf

Steven Bagworth (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
Birmingham

% October 2010




Fopp Entertainments Limited
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Report and Accounts 2010

INCOME STATEMENT
For the 52 weelss ended 24 Apnil 2010 and 25 April 2009

2010 2008
Notes £000 £00¢
Revenue 3 21,524 20,470
Cost of sales (19,707) {18,459)
Gross profit 1,817 2011
Administrative expenses (408) (315)
Other operating expense {(153) {169)
Operatng profit 4 1,258 1,527
Finance revenue g - 321
Profit before taxation 1,258 1,848
Taxauon 9 {(370) (520
Profit for the period attributable to the shareholders of
the Company 888 1,328

See Accounung Policies on pages 10 to |13 for the descnpuon of the 2010 and 2009 reporung periods

All results relate to conunuing activities

There are no recognised gains or losses in the period other than the profit attnbutable to the sharehelders of the Company

stated above
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BALANCE SHEET
As at As at
24 Apnl 2010 25 April 2009
Notes £000 £000
Assets
Non-current assets
Property, plant and equipment 10 527 589
Intangible assets I 55 61
582 650
Current assets
inventories 13 1,620 1.807
Trade and other receivables 12 2,422 860
Deferred income tax asset 9 20 10
Cash and short-term deposits 14 167 1,450
4,229 4,127
Total assets 4,811 4,777
‘ Liabilities
Current liabilities
Trade and other payables 15 2,077 (2,788)
Current income tax payable {390) (533)
(2,467 (3,321)
Net assets 2,344 1,456
Equity
: Share capital 17 - -
Retained earnings 2,344 1,456
Total equity 2,344 1,456

The financial statements were approved by the Board of Directors on A\ OCTOReR, 20\ & and were signed on its

behalf by
!
| S
—~ ATy
S Fox N A Taylor
Director Director
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Report and Accounts 2010

STATEMENT OF CHANGES IN EQUITY

Share Retained
capstal earnmngs Total
£000 £000 £000
Ar 26 Apnil 2008 - 128 128
Total comprehensive income for the period - 1,328 1,328
At 25 Apnil 2009 - 1,456 1,456
Total comprehensive income for the period - 888 888
At 24 Apnl 2010 - 2,344 2,344
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Report and Accounts 2010

CASH FLOW STATEMENT

For the 52 weeks ended 24 April 2010 and 25 April 2009

2010 2009
Noztes £000 £000
Cash flows from operating activities
Profit before tax 1,258 [,848
Finance revenue 8 - (321}
Depreciation 1o 198 121
Amorusauon of intangible assets I (-] 6
1,462 1,654
Movement in inventories 187 179
Movement in trade and other receivables (14) 638
Movement in trade and other payables (711) (59)
Net cash flows from operations 924 2,412
Income tax paid (523) (62)
Net cash flows from operating activities 401 2,350
Cash flows from investing activities
Purchase of property, plant and equipment 10 (136) (52)
Interest recewed - 321
Net cash flows from investing activities (136) 269
Cash flows from financing activities
Moverment in loans from parent and fellow subsidiaries (1,548) (8,873)
Net cash flows from financing activities (1,548) (8.873)
Net decrease in cash and cash equivalents (1,283) {6,254)
Opening cash and cash equivaients 1,450 7,704
Closing cash and cash equivalents 167 1,450
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NOTES TO THE FINANCIAL STATEMENTS

1. Authorisation of financiaf statements and statement of comphance with IFRS

The financial statements of Fopp Entertainments Limited for the period ended 24 April 2010 were authorised for 1ssue by
the Board on and the balance sheet was signed on the Board’s behalf by S Fox and N A Taylor
Fopp Entertainments Limiced is incorporated and domiciled in England and Wales

The financial statements have been prepared in accordance with IFRS as applied in accordance with the provisions of the
Companies Act 2006

2. Accounting Polhicies

Basis of Preparation

These financial statements are made up to the Saturday on or immediately preceding 30 April each year Consequently, the
financial statements for the current perod cover the 52 weeks ended 24 April 2010, whilst the comparatve period covered
the 52 weeks ended 25 Apnl 2009 The financial statements are prepared in accordance with applicable accounting
standards and specifically in accordance with the accountng policies set out below

The financral statements are presented in Pounds Sterling and are rounded to the nearest thousand except where
otherwise indicated They are prepared on the historical cost basis

The preparation of financial statements requires management to make estumates and assumpuons that affect the amounts
reported for assets and habiliies as at the balance sheet date and the amounts reported for revenues and expenses during
the year The nature of esumation means that actual cutcomes could differ from those esumates

Key sources of estimation uncertainty

The key source of estimarton uncertainty thac has a significant risk of causing material adjustment to the carrying amounts of
assets and habiliues within the next financial year 1s the measurement of impairment of property, plant and equipment
Measurement of the iImpairment of property, plant and equipment requires the estmation of the assets’ recoverable
amount and selection of a suitable discount rate

Revenue

Revenue represents the value of goeds supplied, less discounts given, and 1s recognised when goods are delivered and utle
has passed It also includes commission earned on ucket sales and similar actuivities Revenue excludes value added tax
("VAT") and similar sales-related taxes

Interest income s accrued on a time basis, by reference to the principal outstanding and the apphcable effective interest
rate

Foreign currencies

Transacuons denominated in foreign currencies are recorded at the rates of exchange ruling at the date of the transactions
Monetary assets and liabilimes denominated in foreign currencies are retranslated into sterling at period end rates The
resulting foreign exchange differences are dealt with in the determination of profit {loss) for the period

Property, plant and equipment

The capitalised cost of property, plant and equipment includes only those costs that are directly attributable to bringing an
asset to 1ts working condiuon for its intended use

Depreciation of property, plant and equipment 1s calculated on cost, at rates esumated to write off the cost, less the
estumated residual value, of the relevant assets by equal annual amounts over their estimated useful hives

The annual rates used are
Plant, equipment and vehicles 10w 33 ')%

The carrying values of property, plant and equipment are reviewed for material impairment in pertods If events or changes
in orcumstances ndicate the carrying value may not be recoverable Useful lives and residual values are reviewed annually
and where adjustments are required these are made prospecuvely




Fopp Entertainments Limited Report and Accounts 2010
Company number 03040481

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. Accounting Pohcies (cantinued)
Leased assets

In respect of property operatng leases, benefits received and receivable as an incenuve to sign a lease, such as rent-free
periods, premiums payable and capital contributions, are spread on a straight line basis over the lease term  All other
operaung lease payments are charged directly to the income statement on a straight line basis over the lease term

Intangible assets

Intangible assets are valued at cost and amorused over their useful life uniess the asset can be demonstrated to have an
indefinite bfe  Intangible assets with finite lives are reviewed for impairment if there 1s any indication that the carrying value
may not be recoverable Intangible assets with an indefinite useful Iife are tested for impairment annually

Impairment of assets

The Company assesses at each reporung date whether there are indicators that an asset may be impaired Assets are
grouped for impairment assessment purposes at the lowest level at which there are idenofiable cash flows that are largely
independent of the cash flows of other groups of assets (cash-generaung units)  If any indicator of impairment exists, or
when annual impairment tesung is required, the Company makes an esumate of the asset’s recoverable amount, being the
higher of 1ts fair value less costs to sell and s value in use  Value in use is the present value of the future cash flows
expected to be derived from the asset Where the asset does not generate cash flows that are independent from other
assets, the recoverable amount of the cash-generaung unit to which the asset belongs 1s esumated Where the carrying
amount of an asset or cash-generatng unit exceeds I1ts recoverable amount, an impairment loss i1s recognised in the iIncome
statement

If there 1s an indication at the reporung date that previously recognised impairment losses no longer exist or may have
decreased, the recoverable amount 1s again esumated To the extent that the recoverable amount has increased, the
previously recognised impairment loss is reversed

Inventories

Inventories are stated at the lower of cost and net realisable value on a first-in, first-out basis Net realisable value 1s based
on esumated selling prices less further costs to be incurred to disposal

Taxation
Current tax

Current tax assets and habilites for the current and prior periods are measured at the amount expected to be recovered
from, or paid to, the taxaton authorittes, based on tax rates and laws that are enacted or substantively enacted by the
balance sheet date

Deferred tax

¢

Deferred income tax is recognised on all temporary differences at the balance sheet date between the tax bases of assets
and liabihues and thesr carrying amounts for financial reporung purposes

Deferred tax habthues are generally recognised for all temporary differences and deferred income tax assets are recognised
to the extent that it is probable that taxable profit will be available against which the deducuble temporary differences can
be unlised The carrying amount of deferred income tax assets 1s reviewed at each balance sheet date and reduced to the
extent that it 1s no longer probable that sufficient taxable profit will be available to allow all or part of the deferred income
tax asset to be utilised )

Such assets and lhabilities are not recogrused if the temporary difference anses from goodwill or from the inrual recognition
{other than in a business combination) of other assets and habiliies in a transaction that affects neither the taxable profit
nor the accounting profit

Deferred income tax assets and habilities are measured at the tax rates that are expected to apply to the year when the
asset Is realised or the hability settled, based on tax rates and laws that have been enacted or substanuvely enacted at the
balance sheet date, and 15 not discounted




Fopp Entertainments Limited Report and Accounts 2010
Company number 03040481

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
2. Accounting Policies {continued)

Taxation {continued)

Taxation 15 charged or credited to other comprehensive income if 1t relates to items that are themselves charged or
credited to other comprehensive income, otherwise it 15 recognised i the income statement

Deferred tax assets and deferred tax habihvies are offset, if a legally enforceable right exists to set off current tax assets
against current 1ax habilues and the deferred taxes relate to the same taxable entity and the same taxanion authority

Cash and cash equivalents

Cash and short-term deposits comprise cash at bank and in hand and short-term deposits with an onginal maturity of three
months or less For the purposes of the cash flow statement, cash and cash equivalents consist of cash and short-term
deposits less bank overdrafts that are payable on demand

Pension costs
The Company's employees partucipate in the Pension Saver Section of the HMV Group Pension Scheme (the “Scheme")

The Pension Saver Section i1s of the defined contribuuon type Contributions to the Scheme are borne by anather Group
company

New accounting standards

The Company has adopted the following new accounung standards, amendments to accountng standards and
interpretations, which are either mandatory for the first ume for the finanaal year ending 24 April 2010 or have been
adopted early as appropriate

— |AS | Presentauon of Financial Statements (revised 2007), effecuve for pericds beginning on or after | January 2009
This 1s a presentanonal change only, affecung the naming and positoning of items within the financial statements It has
no 1mpact on reported iIncome or total equity

The following have been adopted but have no maternal impact on the Company

~ Amendments to IFRS | and |IAS 27 Cost of an investment in a subsidiary, joint-controlled enuty or associate (effective
| January 2009)

— Amendment to IFRS 2 Share-based Payment vesung condinons and cancellations (1 January 2009)

—  Amendment to IFRS 7 Improving disclosures about financial instruments (| January 2009)

— |IAS 23 Borrowing Costs (| January 2009)

— IAS 32 Financial Instruments Presentation and IAS | Financial Instruments — Puttable Financial Instruments and
Obligations Arising on Liquidation (Amendments) (I January 2009)

— IFRIC 9 Reassessment of Embedded Derivauves, 1AS 39 Financial Instruments Recognition and Measurement (periods
ending on or after 30 June 2009)

— IFRIC IS Agreements for the Constructon of Real Estate (1 January 2009)

- IFRIC 16 Hedges of a Net Investment in a Foreign Operation (| Cctober 2008)

- IFRIC |8 Transfer of Assets from Customers (| July 2009)

- Annual improvements to |FRS (I january 2009)
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2 Accounting polictes (continued)

New accounting standards {continued)

The Company has not adopted early the requirements of the following accountuing standards and interpretations, which
have an effecuve date after the start date of these finanaial statements

— IFRS 3 (R} Business Combinauons (revised 2008} {I July 2009}

— 1AS 27 Consolidated and Separate Financial Statements {revised 2008) (I july 2009)
— IFRIC 17 Distribunon of Non-cash Assets to Owners {1 July 2009)

— 1AS 39 Ehgible Hedged Items (1 July 2009)

—  Annual improvements to IFRS (various effective dates)

The Directors do not anucipate that the adopuon of these standards and interpretations in the year ended 30 April 201 |
will have a material impact on the Company’s financial statements

The effective dates stated are those given in the original IASB/IFRIC standards and interpretations As the Company
prepares 1ts financial statements in accordance with IFRS as adopted by the European Union, the application of new
standards and interpretauans will be subject to their having been endorsed for use in the EU via the EU endorsement
mechanism

3. Revenue

Revenue disclosed in the income statement 1s analysed as follows

1010 2009
£000 £000
Revenue - sale of goods 21,524 20,470
Finance revenue (see Note 8) - 321
Total 21,524 20,791
4. Operating profit

2010 2009
L000 £000

Operatng profit is stated after charging
Depreciation of property, plant and equipment 198 121
Cost of inventories recognised as expense 15,343 14,510
Write down of inventories 127 36

Operaung lease rentals

Mimimum rentals 1,074 955

The Company leases stores under non-cancellable operaung lease agreements that are generally subject to periodic rent
review

5 Fees to auditors

The audit fee of £5,000 (2009 £5,000) has been borne by another Group company
6. Directors’ emoluments

No Director received any remuneration during the year in respect of his services to the Company (2009 £nil) The
Directors’ remuneration for services to the Group as a whole 1s borne by a fellow Group company
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

7 Employee costs

20190 2009

£000 £000

Wages and salaries 1,931 1,800
Soclal security costs 144 134
2,075 1,934

The average number of people employed by the Company in retalling during the period was 126 {2009 80)

8. Finance revenue

2010 2009
£000 £000
From parent and fellow subsidrary undertakings - 321
9 Taxation
2010 2009
£000 £000
Taxation recognised in the income statement
United Kingdom, current year
Corporation tax 380 533
Deferred tax (10) (13)
Total taxauon expense in the income statement 370 520
The effectve tax rate on ordinary acuvities 1s 29% (2009 28%)
The tax charge 15 reconciled with the standard rate of UK corporauen tax as follows
1010 2009
£000 £000
Profit before taxation 1,258 1,848
Corporation tax at UK average statutory rate of 28% (2009 28%) 352 517
Effects of
Permanent disaliowables I 10
Temporary differences relating to prior periods 7 {7)
Total tax charge 370 520
Deferred Tax
The deferred tax included in the balance sheet is as follows
2010 2009
£000 £000

Deferred income tax asset .
Accelerated depreciation for tax purposes 20 10

The effect of the changes that have been substanually enacted in the Finance (No 2) Act 2010 would reduce the Company's
recognised deferred tax asset at 24 April 2010 This decrease in the recognised deferred tax asset I1s due to the reduction
in the corporaton tax rate from 28 per cent to 27 per cent with effect from | April 2011 The proposed reductions of the
main rate of corporaton tax by 1% per year to 24% by | Apri 2014 will be enacted separately each year

Deferred rax i the income statement

The deferred tax included in the iIncome statement 1s as follows

2010 2009
£000 £000
Accelerated depreciation for tax purposes 10 13
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

10 Property, plant and equipment

Plane,
equipment
and vehicles

£000
Cost at 26 Apnl 2008 754
Addiuons . 52
Cost at 25 April 2009 806
Addwons 136
Cost at 24 April 2010 942
Deprecianion at 26 April 2008 96
Charge for period 121
Deprecianon ac 25 Aprii 2009 3 217
Charge for pericd 198
Depreciation at 24 Apnil 2010 415
Net book value at 24 Apnil 2010 527
Net book value at 25 April 2009 589
Net book value at 26 April 2008 658
I1. Intangible assets
Tradermarks
£000
Cost at 26 Apnil 2008, 25 Apnil 2009 and 24 April 2010 73
Amortusation ac 26 April 2008 [
Charge for the year 6
Amorusaton at 25 April 2009 |2
Charge for the year 6
Amortisation at 24 Apnl 2010 8
Net book value at 24 Apnil 2010 55
Net book value at 25 April 2009 6l
Net book value at 26 Apnl 2008 &7

Intangible assets compnse various trademarks and domatn names relaang to the name "Fopp” They are considered to have
2 finite ife of ten years and are being amortised over that period
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

12 Trade and other receivables

2010 2009
£000 £000

Current
Amounts owed by parent and fellow subsidiary undertakings 2,092 544
Orther recevables 330 251
Prepayments - 65
2,422 860

The carrying value of trade and other receivables approximates to fair value
The Company did not have any provisions for impairment of any finanaal assets at 24 April 2010 (2009 £nil)
Other receivabies are non-interest bearing and are generally on 30 day terms

Amounts owed by parent and fellow subsidiary undertalangs relates to loans, on which no interest is charged and s
repayable on demand

13. Inventories

Inventories primarily comprise finished goods and goods for resale The replacement cost of inventories i1s considered to be
not materially different from the balance sheet value

14 Cash and short-term deposits

2010 2009
£000 £000
Cash ac bank and in hand 167 1,450
Cash at bank earns interest at floating rates based on daily bank deposit rates
5. Trade and ather payables
2010 2009
£000 £000
Current.
Trade payables 1,566 2,265
Other payables 19 -
Accruals 192 523
2,077 2,788

The carrying value of trade and other payables approximates to fair value Trade payables are not interest-bearing and are
generally settled on 30-60 day terms Other payables and accruals are not interest-bearing
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

16 Finanaal risk factors

The Company's business exposes 1t to certan hmited financal risks, such as hquidity risk, interest rate risk and credit risk
The risks are managed by the HMVY Group (“the Group™) Treasury department, which applies policies approved by the
Group Board of Directors to the Company

Ligqurdicy risk

The Group has sufficient funds and facilites avallable to sausfy 1ts current requirements via a £240m revolving credit facilicy
The Company 1s cash-generanve, has access to intra-group funding if and when required and had a posiuve cash balance at
24 April 2010 (see Note 14)

The financial liabihiues of the company are repayable within one month
Incerest rate risk
The Company 1s exposed to interest rate risk from its cash deposits However, the Company's exposure 1s imited through

management of its funding posiuon by the Group's Treasury department Interest 1s paid and receved on pooled cash
balances at a market rate

Credit risk
The Company's credit risk arises from its cash and outstanding recevables

The Company deposits cash balances with counter parties that have a strong credit raung, with an agreed lmit for each
counter party, so as to hmit the risk of loss arising from a failure

Due to the nature of the Company’s retailing business credit risk from trade recervables 1s hmited Allowances are made for
doubrful debts based on the age of the debt and the customer’s financial circumstances

17. Share Capital

24 Apri] 25 April
2010 2009
£ L
Authorised

100,000 ordinary shares of £| each 100,000 100.000

Allotted, called up and fully paid
2 ordinary shares of £1 each 2 2

Capital management

The capital of Fopp Entertainments Limited 1s the total equity on the Company's balance sheet The objecuve of the
Company's capital management s to grow 1ts retalling business and deliver improving returns for 1ts vlumate parent
company, HMV Group plc The management of the Company's capital 1s performed by the Board of Directors There are
no externally imposed capital requirements

Share capreal

The balance classfied as share capital includes the total net proceeds on issue of the Company's equity share capital,
comprising 2 ordinary shares of £1 00 each

18. Contingent habtlities

The Directors of Fopp Entertainments Limited are not aware of any legal or arbitration proceedings pending or threatened
against che Company which may result i any hiabihues significantly in excess of provisions in the financial statements

19. Pension arrangements

Fopp Entertainment Limited’s employees are able to parucipate in the Pension Saver Secuon of the HMY Group Pension
Scheme (the "Scheme™) The Pensian Saver Section 1s of the defined contnbution type and 1s open to all permanent and
temporary staff of the Group aged between |8 and 64 years Members can choose to pay from 2% o 5% of pensionable
pay The Group matches the amount paid by the member up to a maximum of 5% of pensionable pay Members have a
choice of ways to invest their and the Group’s contributions in an indwidual fund to buy pension benefits of their choice
Employer contributions to the Pension Saver Secuion for the year ended 24 April 2010 were borne by another Group
company
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20. Obhgations under operating leases

The Company operates enurely from properties in respect of which commercial operaung leases have been entered into
These leases have an average remainung duration of 9 years At the end of the period, future mimimum rentals payable
under non-canceilable operating leases were as follows

2010 2009

£000 £000

Not later than one year 948 928
Between two and five years inclusive 2,955 3,255
After five years 1,914 2,449
5,817 6,632

21 Related party transactions

During the period the Company entered into transactions in the ordinary course of business with related parties
Transactions entered into and balances outstanding ac the end of the period, which are repayable on demand, are as follows

Services received from Amounts owed by Amaunts owed ta

related party related party related party

£000 £000 £000

2010 - with ulamate parent company - - -
2010 = with fellow subsidiaries 154 2,092 -
2009 — with ulumate parent company - 2 -
2009 — with fellow subsidiaries 170 542 -

Amounts owed by parent and fellow subsidiary undertakings relates to subsidiary loans, on which no interest is charged and
1s repayable on demand

Remuneration of key management personnel

The remuneration of the Company’s key management personnel has been borne by the immediate parent company, HMV
Music Limited Their remuneration i1s disclosed in the accounts of that company

22. Ultirnate parent undertaking

The immediate parent company i1s HMY Music Limited HMY Group plc 1s the ulumate parent undertakang of the Company
The only Group in which the Company I1s consolidated 1s that headed by HMV Group ple Copies of these financal
statements can be obtained from the Company Secretary, HMV Group ple, Shelley House, 2-4 York Road, Maidenhead,
Berkshire, SL6 1SR




