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INDEPENDENT AUDITORS’ REPORT

To the members of

C2W MUSIC LIMITED

Report on the Financial Statements

We have audited the accompanying financial statements of C2W Music Limited (the company), which comprise the
statement of financial position as at December 31, 2013, the statement of comprehensive income, the statement of
changes in equity and the statement of cash flows for the year ended December 31, 2013, and a summary of
significant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation of financial statements that give a true and fair view in accordance
with International Financial Reporting Standards and the requirements of the Jamaican Companies Act, 2004 and for
such internal control as management determines is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on the financial statements based on our audit. We conducted our audit in
accordance with International Standards on Auditing.  Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation of financial statements that give a true and
fair view in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control.  An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our qualified
audit opinion.

Basis for qualified opinion

We were unable to obtain sufficient appropriate audit evidence about the completeness of royalty income due to the
inability of the external monitoring agencies to properly document the company’s repertoire of works with their current
technological systems.  Additionally due to difficulties with the systems of performing rights societies in the region and
the reporting by them to the company, we were unable to determine completeness of sub-publishing revenues.
Accordingly we were unable to determine whether any adjustments to the amounts recorded were necessary.

8 Olivier Road
Kingston 8
Jamaica, W.I.

Tel: +1 876 925 2501
Fax: +1 876 755 0413
ey.com

Chartered Accountants

A member firm of Ernst & Young Global Limited
Partners: Allison Peart, Linval Freeman, Andrew Tom, Winston Robinson and Anura Jayatillake
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Report on the Financial Statements (Cont’d)

Qualified Opinion

In our opinion, except for the possible effects of the matters described in the Basis for Qualified Opinion paragraph
the financial statements give a true and fair view of the financial position of the company as at December 31, 2013,
and of its financial performance and cash flows for the year then ended in accordance with International Financial
Reporting Standards.

Emphasis of matter

We draw attention to Note 22 in the financial statements which indicates that the company incurred a net loss of
US$620,053 for the year ended December 31, 2013 and as at that date, the Company’s current liabilities exceeded
its current assets by US$180,880. From inception the company has not achieved the level of revenues projected and
required to sustain its operations.

The ability of the Company to generate sustained profitable operations is sensitive to the successful implementation
of the strategies and the key assumptions around revenue growth and cost reductions. Should these assumptions not
materialise such that the Company is unable to service its obligations when due, this will pose a going concern risk to
the Company.

The financial statements have been prepared on the going concern basis as, based on current plans and strategies
being pursued by the Company, the expectation is that the Company will generate adequate cashflows and
profitability to allow the Company to continue in operational existence in the foreseeable future. On this basis, the
Directors have maintained the going concern assumption in the preparation of these financial statements.

This basis of preparation presumes that the Company will be able to realise their assets and discharge their liabilities
in the ordinary course of business. These conditions, along with other matters as set forth in Note 22, indicate the
existence of a material uncertainty that may cast significant doubt about the Company's ability to continue as a going
concern.

Our opinion is not qualified in respect of this matter.

Other matter

The financial statements of the company for the year ended December 31, 2012 were audited by another auditor who
expressed an unmodified opinion on those financial statements on March 20, 2013.

Report on additional requirements of the Jamaican Companies Act, 2004

Except for the matters described under Basis for Qualified Opinion above, we have obtained all the information and
explanations which, to the best of our knowledge and belief, were necessary for the purposes of our audit.

In our opinion, except for the possible effects of the matters described under ‘Basis for of Qualified Opinion’ above,
proper accounting records have been maintained and the financial statements are in agreement therewith and give
the information required in the manner so required.

Chartered Accountants

Kingston, Jamaica
March 14, 2014

 A member firm of Ernst & Young Global Limited
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C2W MUSIC LIMITED

STATEMENT OF FINANCIAL POSITION AT DECEMBER 31, 2013

  2013  2012
Notes US$ US$

ASSETS
Non-current assets
Property and equipment 5 11,419 15,271
Intangible asset 6 10,466     16,446
Advances to songwriters 7,21     201,300    241,516

Total non-current assets     223,185    273,233

Current assets
Tax recoverable 1,411 1,411
Due from related parties 8 5,814 5,814
Receivables 9,21 20,972 54,445
Cash and bank deposits 10           851    383,971

Total current assets      29,048    445,641

Total assets    252,233    718,874

EQUITY AND LIABILITIES
Shareholders’ equity
Share capital 11 1,286,619 1,286,619
Accumulated deficit 21 (1,244,314) (   624,261)

Total shareholders’ equity      42,305    662,358

Current liabilities
Loans payable 12       72,589         -
Due to related parties 8 4,769 -
Trade payables 13,21     132,570      56,516

Total current liabilities     209,928      56,516

Total equity and liabilities     252,233    718,874

The accompanying Notes form an integral part of the Financial Statements.

The Financial Statements were approved and authorised for issue by the Board of Directors on
March 14, 2014 and are signed on its behalf by:

 .............................................................. ..............................................................
Director Director
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C2W MUSIC LIMITED

STATEMENT OF PROFIT AND LOSS AND COMPREHENSIVE INCOME

YEAR ENDED DECEMBER 31, 2013

2013 2012
Notes US$ US$

Fees and royalties 14,21 11,094 16,574
Interest income 2     5,643
Sponsorship income 15 7,500 94,571
Song writing camps and development expenses (  82,844) (273,576)
Administrative expenses 21 (553,216) (444,117)
Finance costs 16 (    2,589) (    2,852)

NET LOSS BEING TOTAL COMPREHENSIVE LOSS
FOR THE YEAR 17 (620,053) (603,757)

Loss per share 18 (0.16) cents (0.17) cents

The accompanying notes form an integral part of the Financial Statements.
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C2W MUSIC LIMITED

STATEMENT OF CHANGES IN EQUITY

YEAR ENDED DECEMBER 31, 2013

Share Accumulated
Notes Capital      Deficit Total

US$ US$ US$

Balance at January 1, 2012       5,814 (     20,504) (     14,690)

Net loss being Total Comprehensive loss for the year,
 as restated 21             - (   603,757) (   603,757)

Issue of ordinary shares 11 1,471,704     - 1,471,704

Share issue costs 11 (   190,899)         - (   190,899)

Balance at December 31, 2012, as restated 21 1,286,619 (   624,261) 662,358

Net loss being Total Comprehensive loss for the year        - (   620,053) (   620,053)

Balance at December 31, 2013 1,286,619 (1,244,314)    42,305

The accompanying notes form an integral part of the Financial Statements.
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C2W MUSIC LIMITED
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2013

2013 2012
Note US$ US$

CASH FLOWS FROM OPERATING ACTIVITIES
Loss for the year (620,053) (  603,757)

Adjustments for:
Depreciation and amortisation 11,268 2,672
Finance costs 2,589 2,852
Interest income (           2) (      5,643)
Amortised cost adjustment on advances to songwriters 114,828        -

Operating cash flows before movements in working capital (491,370) (  603,876)

Decrease (Increase) in receivables 33,473 (    50,347)
Increase in trade payables 76,054 53,766
Decrease (Increase) in related party balance (net)     4,769 (    53,250)

Cash used in operations (377,074) (  653,707)
Interest paid       - (      2,852)

Net cash used in operating activities (377,074) (  656,559)

CASH FLOWS FROM INVESTING ACTIVITIES
Payments for property and equipment (    1,436) (    16,449)
Payments for intangible assets       - (    17,940)
Interest received 2       5,643
Increase in advances to songwriters (   74,612) (  216,516)

Net cash used in investing activities (   76,046) (  245,262)

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from loans 70,000 -
Issue of shares       - 1,471,704
Payment for share issue costs       - (   190,899)

Net cash provided by financing activities   70,000 1,280,805

NET (DECREASE) INCREASE IN CASH AND
   CASH EQUIVALENTS (383,120) 378,984

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 383,971        4,987

CASH AND CASH EQUIVALENTS AT END OF YEAR 10        851    383,971

The accompanying notes form an integral part of the Financial Statements.
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1 IDENTIFICATION

(a) C2W Music Limited (the company) is a limited liability company incorporated and domiciled in Jamaica.  The
company was listed on the Junior Stock Exchange effective April 26, 2012.  The registered office is situated at 1
Ardenne Road, Kingston 10, Jamaica.  The company commenced operations in November 2011.

(b) The company was established for the purpose of obtaining intellectual property rights, namely licensing and
publication rights to songs developed by Caribbean songwriters. The principal activities of the company involve
developing the talents of Caribbean songwriters, acquiring licensing rights to their compositions and promoting the
commercial use of the compositions.

(c) Taxation

Entities listed on the Junior Stock Exchange in Jamaica benefit from tax incentives of tax rates of 0% in years 1 – 5,
and 50% of regular tax rates in years 6 – 10.  Consequently, no provision for taxation is reflected in these financial
statements.

2 APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRSs)

Standards and Disclosures affecting amounts reported and or disclosures in the current period (and/or prior
periods)

In the current year, the company has applied a number of new and revised IFRS issued by the International Accounting
Standards Board (IASB) that are mandatorily effective for the accounting period. These are listed below.

IFRS 13 Fair Value Management
IFRS 13 establishes a single source of guidance of fair value measurements and disclosures about fair value
measurements.  The Scope of IFRS is broad; the fair value measurement requirements of IFRS 13 apply to both
financial instruments and non-financial instruments for which other IFRS require or permit fair value measurements and
disclosures about fair value measurements, except for share-based payment transactions that are within the scope of
IFRS 2 Share-based Payment, leasing transactions that are within the scope of IAS 17 Leases, and measurements that
have some similarities to fair value but are not fair value (e.g. net realisable value for the purposes of measuring
inventories or value in use for impairment assessment purposes).

IFRS 13 defines fair value as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction in the principal (or most advantageous) market at the measurement date under current market conditions.
Fair value under IFRS 13 is an exit price.  IFRS 13 also includes extensive disclosure requirements.

IFRS 13 requires prospective application from January 1, 2013.  In addition, specific transitional provisions were given to
entities such that they need not apply the disclosure requirements set out in the Standards in comparative information
provided for periods before the initial application of the Standard.  In accordance with these transitional provisions, the
company has not made any new disclosures required by IFRS 13 for the 2013 comparative period (Please see Notes 3
and 19 for 2013 disclosures).  Other than the additional disclosures, the application of IFRS 13 has not had any material
impact on the amounts recognised in the financial statements.

Amendments to IAS 1 Presentation of Items of Other Comprehensive Income
The amendments to IAS 1 introduce new terminology, whose use is not mandatory, for the statements of
comprehensive income and income statement.  Under the amendments to IAS 1, the ‘statement of comprehensive
income’ is renamed as the ‘statement of profit or loss and other comprehensive income’.  The company effected the
name change. The amendments to IAS 1 retain the option to present profit or loss and other comprehensive income in
either a single statement or in two separate but consecutive statements.  However, the amendments to IAS 1 require
items of other comprehensive income to be grouped into two categories in the other comprehensive income section: (a)
items that will not be reclassified subsequently to profit or loss and (b) items that will be reclassified subsequently to
profit or loss when specific conditions are met.  Other than the above mentioned named change, the application of the
amendments to IAS 1 does not result in any impact on profit or loss, other comprehensive income and total
comprehensive income.
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2 APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRSs) (Cont’d)

New and revised Standards and Interpretations applied with no effect on the financial statements

Effective for annual periods
       beginning on or after

IAS 1, 16, 32, 34 and
IFRS 1

Amendments arising from 2009 – 2011 Annual
Improvements to IFRS January 1, 2013

IAS 19 (Revised) Employee Benefits
- Amended Standard resulting from the Post-Employment

Benefits and Termination Benefits projects January 1, 2013
IAS 27 (Revised) Consolidated and Separate Financial Statements

- Reissued as IAS 27 Separate Financial Statements (as
amended in 2011) January 1, 2013

IAS 28 (Revised) Investments in Associates
- Reissued as IAS 28 Investments in Associates and Joint

Ventures (as amended in 2011) January 1, 2013
IFRS 1 First-time Adoption of International Financial Reporting

Standards: Amendments for government loan with a
below market rate of interest when transitioning to IFRS January 1, 2013

IFRS 7 (Revised) Financial Instruments: Disclosures
- Amendments enhancing disclosures about offsetting

financial assets and financial liabilities January 1, 2013
IFRS 10 Consolidated Financial Statements January 1, 2013
IFRS 10, 11, and 12 Consolidated Financial Statements, Joint Arrangements,

and Disclosure of Interests in Other Entities
- Transition guidance January 1, 2013

IFRS 11 Joint Arrangements January 1, 2013
IFRS 12 Disclosure of Interests in Other Entities January 1, 2013
IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine January 1, 2013

New and revised IFRSs and Interpretations in issue but not yet effective

At the date of authorisation of these financial statements, the following Standards and Interpretations were in issue but
not effective or early adopted for the financial period being reported on:

Effective for annual periods
beginning on or after

New and Revised Standards
IAS 16, 24, 38 and IFRS
2, 3, 8 and 13

Amendments arising from 2010 – 2012 Annual
Improvements to IFRS

July 1, 2014

IAS 40 and IFRS 1, 3
and 13

Amendments arising from 2011 – 2013 Annual
Improvements to IFRS

July 1, 2014

IAS 19 Employee Benefits – Amendment to clarify the
requirements that relate to how contributions from
employees or third parties linked to service should be
attributed to periods of service

July 1, 2014

IAS 32 Financial Instruments:
-  Amendments to application guidance on the offsetting of

financial assets and financial liabilities January 1, 2014
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2 APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRSs) (Cont’d)

Standards and interpretations in issue not yet effective (Cont’d)
Effective for annual periods

beginning on or after
New and Revised Standards (Cont’d)
IAS 39 Financial Instruments: Recognition and Measurement

-  Amendments to permit an entity to continue to apply
hedge accounting requirements

When IFRS 9 is
applied

IFRS 1 First-time Adoption of International Financial Reporting
Standards
- Amendment for Government loan with a below-market

rate of interest when transitioning to IFRS July 1, 2013
IFRS 7 Financial Instruments: Disclosures

-   Amendments requiring disclosures about the initial
application of IFRS 9

January 1, 2015
(or otherwise when
IFRS 9 is first applied)

- Additional hedge accounting disclosures (and
consequential amendments)

When IFRS 9 is
applied

IFRS 9 Financial Instruments: Classification and Measurement of
financial assets Undetermined

IFRS 10, 12 and IAS 27 Consolidated Financial Statements, Disclosure of Interests
In Other Entities, and Separate Financial Statements

- Amendments for investment entities January 1, 2014
New and Revised Interpretations
IFRIC 21 Levies January 1, 2014

New and Revised Standards and Interpretations in issue not yet effective that are relevant
The Board of Directors and management have assessed the impact of all the new and revised Standards and
Interpretations in issue not yet effective and have concluded that the following are relevant to the operations of the
company and are likely to impact amounts reported in the company’s financial statements:

 IFRS 9 Financial Instruments

IFRS 9, issued in November 2009, introduced new requirements for the classification and measurement of financial
assets.  IFRS 9 was amended in October 2010 to include requirements for the classification and measurement of
financial liabilities and for derecognition.

Key requirements of IFRS 9:

 All recognised financial assets that are within the scope of IAS 39 Financial Instruments: Recognition and
Measurement are to be subsequently measured at amortised cost or fair value.  Specifically, debt investments
that are held within a business model whose objective is to collect the contractual cash flows, and that have
contractual cash flows that are solely payments of principal and interest on the principal outstanding are
generally measured at amortised cost at the end of subsequent accounting periods.  All other debt investments
and equity investments are measured at their fair value at the end of subsequent accounting periods.  In
addition, under IFRS 9, entities may make an irrevocable election to present subsequent changes in the fair
value of an equity investment (that is not held for trading) in other comprehensive income, with only dividend
income generally recognised in profit or loss.
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2 APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRSs) (Cont’d)

Standards and interpretations in issue not yet effective (Cont’d)

New and Revised Standards and Interpretations in issue not yet effective that are relevant (Cont’d)
 IFRS 9 Financial Instruments (Cont’d)

Key requirements of IFRS 9: (Cont’d)

 With regard to the measurement of financial liabilities designated as at fair value through profit or loss, IFRS 9
requires that the amount of change in the fair value of the financial liability, that is attributable to changes in the
credit risk of that liability, is presented in other comprehensive income, unless the recognition of the effects of
the change in the liability’s credit risk in other comprehensive income would create or enlarge an accounting
mismatch in profit or loss. Changes in fair value attributable to a financial liability’s credit risk are not
subsequently reclassified to profit or loss.  Previously, under IAS 39, the entire amount of the change in the fair
value of the financial liability designated as fair value through profit or loss is presented in profit or loss.

The directors and management anticipate that the application of IFRS 9 may impact the amounts reported in
respect of the company’s financial assets and liabilities. However, the directors and management have not yet
completed their detailed analysis of the impact of the application of the amendments and hence have not yet
quantified the extent of the likely impact.

3 SIGNIFICANT ACCOUNTING POLICIES

3.1 Statement of compliance

The company’s financial statements have been prepared in accordance and comply with International Financial
Reporting Standards (IFRS) and the requirements of the Companies Act, 2004 of Jamaica.

3.2 Basis of preparation

The financial statements have been prepared on the historical cost basis. Historical cost is generally based on
the fair value of the consideration given in exchange for goods and services.

These financial statements are expressed in United States of America dollars, which is the company’s functional
currency.

The principal accounting policies are set out below:

3.3 Current versus non-current classification

The company presents assets and liabilities in statement of financial position based on current/non-current
classification. An asset as current when it is:

 Expected to be realised or intended to be sold or consumed in the normal operating cycle
 Held primarily for the purpose of trading
 Expected to be realised within twelve months after the reporting period, or
 Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve

months after the reporting period

All other assets are classified as non-current.

A liability is current when:

 It is expected to be settled in normal operating cycle
 It is held primarily for the purpose of trading
 It is due to be settled within twelve months after the reporting period, or
 There is no unconditional right to defer the settlement of the liability for at least twelve months after the

reporting period
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3 SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

3.3 Current versus non-current classification (Cont’d)

The company classifies all other liabilities as non-current.

3.4 Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value measurement is based on the presumption
that the transaction to sell the asset or transfer the liability takes place either:

 In the principal market for the asset or liability, or
 In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible to the company.

The fair value of an asset or a liability is measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants act in their economic best interest.

The company has no non-financial assets measured or disclosed at fair value.

The company uses valuation techniques that are appropriate in the circumstances and for which sufficient data
are available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair
value measurement as a whole:

 Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities
 Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value

measurement is directly or indirectly observable
 Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value

measurement is unobservable

For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities on the
basis of the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy as
explained above.

3.5 Property and equipment

Property and equipment for use in the production or supply of goods and services, or held for administrative
purposes are recorded at historical or deemed cost, less any subsequent accumulated depreciation and
subsequent accumulated impairment losses.

Depreciation is recognised so as to write off the cost of assets less their residual values, over their estimated
useful lives, using the straight-line method.  The estimated useful lives, residual values and depreciation methods
are reviewed at each year end, with the effect of any changes in estimate accounted for on a prospective basis.

An item of property and equipment is derecognised upon disposal or where no future economic benefits are
expected to arise from the continued use of the asset.  Any gain or loss arising on the disposal or retirement of an
asset is determined as the difference between the sales proceeds and the carrying amount of the asset and is
recognised in profit or loss.
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3 SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

3.6 Intangible assets

Intangible assets with finite useful lives that are acquired separately are reported at cost less accumulated
amortisation and accumulated impairment losses.  Amortisation is recognised on a straight-line basis over the
estimated useful life.  The estimated useful life and amortisation method are reviewed at the end of each annual
reporting period, with the effect of any changes in estimate accounted for on a prospective basis.

An intangible asset is derecognised on disposal or when no future economic benefits are expected from use or
disposal.  Gains or losses arising from derecognition, measured as the difference between the net disposal
proceeds and the carrying amount of the asset, are recognised in profit or loss when the asset is derecognised.

3.7 Impairment of tangible and intangible assets

At the end of each reporting period, the company reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). When it is not possible to estimate the recoverable amount of an individual asset, the
company estimates the recoverable amount of the cash-generating unit to which the asset belongs.  When a
reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to individual
cash-generating units, or otherwise they are allocated to the smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be identified.

Intangible assets not yet available for use are tested for impairment at least annually, and whenever there is an
indication that the asset may be impaired.

Recoverable amount is the higher of the fair value less costs to sell and value in use. In assessing value in use,
the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset for which the estimates
of future cash flows have not been adjusted. If the recoverable amount of an asset (or cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount of the asset (cash-generating unit) is reduced
to its recoverable amount. Impairment losses are recognised immediately in profit or loss.

When an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the
asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in profit or
loss.

3.8 Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or
equity instrument of another entity.

The fair values of financial instruments are highlighted at Note 19.

3.8.1 Financial assets

Financial assets are classified as loans and receivables.  The classification depends on the nature and
purpose of the financial assets and is determined at the time of initial recognition.  All financial assets
classified as loans and receivables are recognised initially at fair value plus transaction costs that are
attributable to the acquisition of the financial asset. All regular way purchases or sales of financial assets
are recognised and de-recognised on a trade date basis. Regular way purchases or sales are purchases
or sales of financial assets that require delivery of assets within the time frame established by regulation or
convention in the marketplace.
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3 SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

3.8 Financial instruments (Cont’d)

3.8.1 Financial assets (Cont’d)

Effective interest method
The effective interest method is a method of calculating the amortised cost of a debt instrument and of
allocating interest income over the relevant period.  The effective interest rate is the rate that exactly
discounts estimated future cash receipts (including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and other premiums or discounts) through the
expected life of the debt instrument, or where appropriate, a shorter period to its net carrying amount on
initial recognition.

 (a) Loans and receivables

These are non-derivative financial assets that have fixed or determinable payments and are not
quoted in an active market.  Loans and receivables are measured at amortised cost using the
effective interest method less any impairment.  Interest income is recognised by applying the effective
interest rate, except for short-term receivables when the recognition of interest would be immaterial.

The company’s portfolio of loans and receivables comprise amounts due from related parties (See
Related Party below), receivables, advances to songwriters, and cash and bank deposits.

(b) Impairment of financial assets

Financial assets are assessed for indicators of impairment at the end of each reporting period.
Financial assets are considered to be impaired when there is objective evidence that, as a result of
one or more events that occurred after the initial recognition of the financial assets, the estimated
future cash flows of the asset have been affected.

Objective evidence of impairment could include:
• significant financial difficulty of the issuer or counterparty; or
• breach of contract, such as a default or delinquency in interest or principal payments; or
• it becoming probable that the borrower will enter bankruptcy or financial re-organisation; or
• the disappearance of an active market for that financial asset because of financial difficulties.

For certain categories of financial assets, such as trade receivables, assets are assessed for
impairment on a collective basis even if they are assessed not to be impaired individually. Objective
evidence of impairment for a portfolio of receivables could include the company’s past experience of
collecting payments, an increase in the number of delayed payments in the portfolio past the average
credit period of 60 days, as well as observable changes in national or local economic conditions that
correlate with default on receivables.

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

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial
assets with the exception of trade receivables, where the carrying amount is reduced through the use
of an allowance account. When a trade receivable is considered uncollectible, it is written off against
the allowance account. Subsequent recoveries of amounts previously written off are credited against
the allowance account. Changes in the carrying amount of the allowance account are recognised in
profit or loss.
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3 SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

3.8 Financial instruments (Cont’d)

3.8.1 Financial assets (Cont’d)

(b) Impairment of financial assets (Cont’d)

For financial assets carried at amortised cost, if, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively to an event occurring after the impairment
was recognised, the previously recognised impairment loss is reversed through profit or loss to the
extent that the carrying amount of the asset at the date the impairment is reversed does not exceed
what the amortised cost would have been had the impairment not been recognised.

(c) Derecognition of financial assets

The company derecognises a financial asset only when the contractual rights to the cash flows from
the asset expire, or when it transfers the financial asset and substantially all the risks and rewards of
ownership of the asset to another party. If the company neither transfers nor retains substantially all
the risks and rewards of ownership and continues to control the transferred asset, the company
recognises its retained interest in the asset and an associated liability for amounts it may have to pay.

If the company retains substantially all the risks and rewards of ownership of a transferred financial
asset, the company continues to recognise the financial asset and also recognises a collateralised
borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the difference between the asset's carrying
amount and the sum of the consideration received and receivable and the cumulative gain or loss that
had been recognised in other comprehensive income and accumulated in equity is recognised in profit
or loss.

On derecognition of a financial asset other than in its entirety (e.g., when the company retains an
option to repurchase part of a transferred asset, the company allocates the previous carrying amount
of the financial asset between the part it continues to recognise under continuing involvement, and the
part it no longer recognises on the basis of the relative fair values of those parts on the date of the
transfer. The difference between the carrying amount allocated to the part that is no longer recognised
and the sum of the consideration received for the part no longer recognised and any cumulative gain
or loss allocated to it that had been recognised in other comprehensive income is recognised in profit
or loss.  A cumulative gain or loss that had been recognised in other comprehensive income is
allocated between the part that continues to be recognised and the part that is no longer recognised
on the basis of the relative fair values of those parts.

3.8.2 Financial liabilities and equity instruments issued by the company

Classification as debt or equity
Debt and equity instruments issued by the company are classified as either financial liabilities or as equity
in accordance with the substance of the contractual arrangement, and the definitions of a liability and an
equity instrument.

Equity instruments
An equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued by the company are recognised at the proceeds
received, net of direct issue costs.

Financial liabilities
Financial liabilities are classified as other financial liabilities.
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3 SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

3.8 Financial instruments (Cont’d)

3.8.2 Financial liabilities and equity instruments issued by the company

Other financial liabilities
Other financial liabilities, including loans payable, trade and other payables and amounts due from related
parties, are initially measured at fair value, net of transaction costs. Other financial liabilities are
subsequently measured at amortised cost using the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments (including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and other premiums or discounts) through the
expected life of the financial liability, or (where appropriate) a shorter period, to the net carrying amount on
initial recognition.

Derecognition of financial liabilities
The company derecognises financial liabilities when, and only when, the company’s obligations are
discharged, cancelled or they expire. The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised in profit or loss.

Related party

A party is related to the company if:

(i) directly, or indirectly through one or more intermediaries, the party:
- controls, is controlled by, or is under common control with, the company (this includes parent,

subsidiaries and fellow subsidiaries);
- has an interest in the entity that gives it significant influence over the company; or
- has joint control over the company;

(ii) the party is an associate of the company;
(iii) the party is a joint venture in which the company is a venturer;
(iv) the party is a member of the key management personnel of the company or its parent;
(v) the party is a close member of the family of any individual referred to in (i) or (iv);
(vi) the party is an entity that is controlled, jointly controlled or significantly influenced by, or for which

significant  voting power in such entity resides with, directly or indirectly, any individual referred to in
(iv) or (v); or

(vii) the party is a post-employment benefit plan for the benefit of employees of the company, or of any
entity that is a related party of the company.

Related party transactions and balances are recognised and disclosed in the financial statements.
Transactions with related parties are recorded in accordance with the normal policies of the company at
transaction dates.

3.9 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents amounts for
services provided in the normal course of business, net of discounts.

Royalties
Royalty revenue is recognised on an accrual basis in accordance with the substance of the relevant agreement
(provided that it is probable that the economic benefits will flow to the company and the amount of revenue can
be measured reliably). Royalties determined on a time basis are recognised on a straight-line basis over the
period of the agreement. Royalty arrangements that are based on production, sales and other measures are
recognised by reference to the underlying arrangement
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3 SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

3.9 Revenue recognition (Cont’d)

Interest income
Interest income is recognised when it is probable that the economic benefits will flow to the company and the
amount of revenue can be measured reliably.  Interest income is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate applicable, which is the rate that exactly discounts
estimated future cash receipts through the expected life of the financial asset to that asset’s net carrying amount
on initial recognition.

Sponsorship income
Sponsorship income is not recognised until there is reasonable assurance that the income will be received.
Sponsorship income is recognised in profit or loss on a systematic basis over the period in which the company
recognises as expenses the related costs for which the sponsorships are intended to compensate.

Sponsorship income that is receivable as compensation for expenses or losses incurred or for the purpose of
giving immediate financial support to the company with no future related costs is recognised in profit or loss in the
period in which they become receivable.

3.10 Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the
cost of those assets until such time as the assets are substantially ready for their intended use or sale.  Investment
income earned on the temporary investment of specific borrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs eligible for capitalisation. All other borrowing costs are recognised in the profit or
loss in the period in which they are incurred.

3.11 Foreign currencies

Transactions in currencies other than the United States of America Dollars, the company’s functional currency,
are recognised at the rates of exchange prevailing on the dates of the transactions. The United States of America
dollar is deemed the functional currency as projected revenues to be charged by the company are linked to the
value of the United States of America dollar in relation to the Jamaican dollar and the majority of its liabilities and
other expenditure are denominated in this currency. At the end of each reporting period, monetary items
denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-monetary items
carried at fair value that are denominated in foreign currencies are retranslated at the rates prevailing at the date
when the fair value was determined.  The gain or loss arising on translation of non-monetary items measured at
fair value is treated in line with recognition of the gain or loss on change in fair value of the item (i.e. translation
gains or losses on items whose fair value gain or loss in recognised in other comprehensive income is also
recognised in other comprehensive income). Non-monetary items that are measured in terms of historical cost in
a foreign currency are not retranslated.  All exchange differences are recognised in profit or loss for the period in
which they arise.

3.12 Leases

The determination of whether an arrangement is (or contains) a lease is based on the substance of the
arrangement at the inception date.  The arrangement is assessed for whether fulfillment of the arrangement is
dependent on the use of a specific asset or assets, or the arrangement conveys a right to use the asset or
assets, even if that right is not explicitly specified in an arrangement.

Company as a lessee
Operating lease payments are recognised as an operating expense in profit or loss on a straight-line basis over
the lease term.
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3 SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

3.13 Segment reporting

An operating segment is a component of the company that engages in business activities from which it may earn
revenues and incur expenses; whose operating results are regularly reviewed by the entity’s Chief Operating
Decision Maker (CODM) to make decisions about resources to be allocated to the segment and assess its
performance; and for which discrete financial information is available.

Based on the information presented to and reviewed by the CODM, the operations of the company are
considered as one operating segment.

4 CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the company’s accounting policies, which are described in Note 3, management is required to make
judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources.  The estimates and associated assumptions are based on historical experience and other
factors that are considered to be relevant.  Actual results may differ from these estimates. The estimates and underlying
assumptions are reviewed on an ongoing basis.  Revisions to accounting estimates are recognised in the period in
which the estimate is revised if the revision affects only that period, or in the period of the revision and future periods if
the revision affects both current and future periods.

Critical judgements in applying the company’s accounting policies
The following is the critical judgement that management has made in the process of applying the company’s accounting
policies that had a significant effect on the amounts recognised in the financial statements.

Advances to song writers - $201,300
This represents advances to song writers to be recouped from earnings from songs in future periods.  Based on the
nature of the industry in which the company operates, the recovery of these advances is usually protracted but is
estimated to be recoverable after five to seven years.  The advances have therefore been discounted using commercial
borrowing rates. Management believes these amounts are fully recoverable after  seven years.

Key sources of estimation uncertainty
Management is of the opinion that there were no critical assumptions concerning the future that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year.

5 PROPERTY AND EQUIPMENT
Computer Office Camera

Signage Equipment Equipment Equipment Total
$ $ $ $ $

Cost
Additions during the period 1,237 14,468 744      - 16,449

At December 31, 2012 1,237 14,468 744 - 16,449
Additions      -     314     - 1,122   1,436

At December 31, 2013 1,237 14,782 744 1,122 17,885

Accumulated depreciation
Charge for the period      41   1,112    25      -   1,178

At December 31, 2012       41   1,112    25 -   1,178
Charge for the year    124   4,892   74    198   5,288

At December 31, 2013    165   6,004   99    198   6,466

Carrying amount
At December 31, 2013 1,072   8,778 645    924 11,419

At December 31, 2012 1,196 13,356 719 - 15,271
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5 PROPERTY AND EQUIPMENT (Cont’d)

The following useful lives are used in the calculation of depreciation:

Signage 10 years
Computer equipment   3 years
Office equipment 10 years
Camera equipment 5 years

6 INTANGIBLE ASSET
Computer
Software

$
Cost
Additions during 2012 17,940

At December 31, 2012 and December 31, 2013 17,940

Amortisation
Charge for the year   1,494

At December 31, 2012   1,494
Charge for the year   5,980

At December 31, 2013   7,474

Net book value
December 31, 2013 10,466

December 31, 2012  16,446

Amortisation of the computer software is calculated based on an estimated useful life of 3 years.

7 ADVANCES TO SONGWRITERS

This represents advances to songwriters to be recouped from earnings from songs in future periods.  No interest is
charged to songwriters, however, a consequent adjustment of US$114,828 to record the outstanding interest free
balance at amortised cost based on management’s expectation of the period of recovery (after seven years) was
effected during the year. This amount is included in Administrative expenses.

8 RELATED PARTY BALANCES AND TRANSACTIONS

Due from/to related parties as at December 31, were:
Advances

           during the year   Due from (to) Related Parties
2013 2012 2013 2012
US$ US$ US$ US$

Receivable from directors      -      - 5,814 5,814

 Payable to directors 4,769      - (4,769)      -

These amounts are non-interest bearing.  No guarantees were given or received in respect of these balances.  No
expense has been recognised in the current year or prior years for bad or doubtful debts in respect of amounts owed
related parties.
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8 RELATED PARTY BALANCES AND TRANSACTIONS (Cont’d)

Material transactions with related parties were as follows:
2013 2012
US$ US$

Key management compensation 223,421 135,417

9 RECEIVABLES

2013 2012
US$ US$

Royalties receivable 20,972 13,737
Prepaid expenses - 31,958
Other receivable       -   8,750

20,972 54,445

The company provides fully for all receivables outstanding in excess of one year as management believes receivables
that are past due beyond this period are generally not recoverable. In determining the recoverability of a receivable, the
company considers any change in the credit quality of the receivables from the date credit was initially granted up to the
reporting date.

10 CASH AND BANK DEPOSITS

For the purposes of the statement of cash flows, cash and cash equivalents comprise cash at bank and in hand, and
short-term investments.

Cash and cash equivalents at the end of the financial year as shown in the cash flow statement can be reconciled to the
related items in the statement of financial position as follows:

2013 2012
US$ US$

Cash and bank balances (Note 10(a)) 851 12,976
Short-term investments (Note 10(b))     - 370,995

  851 383,971

a) Bank balance includes $159 (2012: $1,500) held in a savings account which attracts interest at a rate of 0.05%
(2012:  0.05%) per annum.  Also, included in this amount is J$73,213 (2012:  J$16,795,368), being held in a current
account.

b) These represented non-interest bearing investment amounts.
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11 SHARE CAPITAL

2013 2012
No. of Shares No. of Shares

‘000 ‘000
Authorised capital:

1,000,000,000 Ordinary stock at beginning and end of the year

Issued and fully paid:
- Ordinary stock – no par value, January 1 400,000 300,000
- Issued during the year

Ordinary stock – no par value        - 100,000

Issued and fully paid, December 31 400,000 400,000

2013 2012
US$ US$

Stated capital:
Issued and fully paid:

At January 1 1,286,619 5,814
Issue of  Ordinary stock - 1,471,704
Less:  Issue cost         - (   190,899)

At December 31 1,286,619 1,286,619

During 2012, the company raised additional capital of J$129 million from its IPO on May 17, 2012. Transaction costs of
approximately US$0.191 million were incurred. All ordinary stock carries the same voting rights.

12 LOANS PAYABLE

Original
loan sum 2013 2012

US$ US$ US$

Alydar Investments Limited 40,000 41,596 -
Gerald Hadeed 30,000 30,993     -

72,589     -

These amounts were disbursed on July 1, 2013 and evidenced by Promissory Notes.  The terms of the loans are for 1
year (repayable June 30, 2014 – the “repayment date”) at a rate of 8% per annum on the outstanding balances
compounded quarterly.  The lenders are not entitled to require repayment of the principal or interest before the
repayment date, however the company at its option may repay the principal with interest accrued prorated up to the date
of payment without penalty.

Provided the loans are still outstanding on the repayment date, the lenders have the option to convert the loans and the
interest thereon into shares in the company at a price agreed between the parties not exceeding the price at which the
company’s shares are being publicly traded on the Jamaica Stock Exchange as at the repayment date.  The lenders are
required to notify the company of their intention to exercise the option at least 14 days before the repayment date.

At December 31, 2013, interest payable included in the above balance amount to $2,589 (2012: $Nil).
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13 TRADE PAYABLES
2013 2012
US$ US$

Trade payables 132,570 56,516

Payables principally comprise amounts outstanding for professional services.

14 FEES AND ROYALTIES

a) These comprise:
2013 2012
US$ US$

Performance royalties 10,894 13,486
Publishing fees 200 125
Synchronization royalties       -   2,963

11,094 16,574

b) The following are entity-wide disclosures:

(i) Revenue sources

This is detailed at Note 14(a) above

 (ii) Geographical areas

Based on the nature of the company’s operations and how its revenue is earned, there are no
geographical segments.

 (iii) Major revenue sources

Of the revenue earned for the period, 98% (2012: 81%) was attributable to the royalties earned by the
company’s largest revenue source.  There were no other sources who represented 10% or more of the
company’s revenue.

15 SPONSORSHIP INCOME

This represents amounts funded for songwriters camps held during the year.

16 FINANCE COSTS
2013 2012
US$ US$

Loan interest 2,589 2,852

17 NET LOSS
2013 2012
US$ US$

The following are included in the determination of net loss:
Depreciation and amortization 11,268 2,672
Audit fees 10,000 12,815
Finance costs 2,589 2,852
Interest income 2 5,643
Contract for services 277,067 152,076
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18 LOSS PER SHARE

Basic loss per share is calculated by dividing the loss by the weighted average number of ordinary shares in issue.

2013 2012

Loss US$620,053 US$603,757
Number of ordinary shares (2012: Weighted average number
   of ordinary shares) 400,000,000 362,465,753

Basic loss per share (in U.S. cents) 0.16 0.17

19 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis of
measurement and the basis on which income and expenses are recognised, in respect of each class of financial asset,
financial liability and equity instrument are disclosed in Note 3 to the financial statements.

Categories of financial instruments

The following table sets out the financial instruments as at the end of the reporting period:

2013 2012
US$ US$

Financial Assets
Loans and receivables (at amortised cost)
-  Advances to songwriters 201,300 241,516
-  Due from related party 5,814 5,814
-  Receivables 20,972 22,487
-  Cash and bank deposits        851 383,971

228,937 653,788

Financial Liabilities
Other financial liabilities (at amortised cost)
-  Loans payable 72,589 -
-  Due to related parties 4,769 -
-  Trade payables 132,570   56,516

209,928   56,516

Financial risk management policies and objectives

The financial risk management seeks to minimise potential adverse effects of financial performance of the company and
covers specific areas, such as market risk (including currency risk and interest rate risk), credit risk and liquidity risk.

The activity of the company consists of obtaining intellectual property rights, namely licensing and publication rights to
songs developed by Caribbean songwriters.

The financial liabilities of the company mainly consist of trade payables and advances from related parties for which
payment is due on demand or within a period of thirty days.
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19 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT (Cont’d)

Financial risk management policies and objectives (Cont’d)

Exposures are measured using sensitivity analyses indicated below.

(a) Market risk

Market risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market prices
whether those changes are caused by factors specific to the individual security or its issuer or factors affecting all
securities traded in the market.  Except in respect of foreign currencies, as disclosed in Note (19(a)(i)) below and
interest rates, as disclosed in Note (19(a)(ii)) below, the company has no exposure to market risk.

(i) Foreign exchange risk management

The company undertakes certain transactions denominated in currencies other than the United States dollar
resulting in exposures to exchange rate fluctuations.

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates.  Management consistently monitors the company’s exposure in this regard.

The carrying amounts of foreign currency denominated monetary assets and monetary liabilities arising in the
ordinary course of business at the reporting date are as follows:

Liabilities Assets     Net Liabilities(Assets)
2013 2012 2013 2012 2013 2012
US$ US$ US$ US$ US$ US$

Jamaican dollars 10,321 - 692 183,347 9,629 183,347
Canadian dollars - 4,014 - 14,636 - 10,622
Barbados dollars - - 20,972 - (20,972) -

Foreign currency sensitivity

The following tables detail the sensitivities to increases and decreases in the United States dollar against the
relevant currency.  The sensitivity analysis includes only outstanding foreign currency denominated monetary
items and adjusts their translation at the period end for the percentage change in foreign currency rates
described below.

If the United States dollar strengthens by 15% or weakens by 1% (2012: strengthens by 10% or weakens by
1%) against the relevant foreign currency, profit or loss will decrease or increase by:

Revaluation Devaluation
Effect on Effect on

Change in Profit Change in Profit
Currency Rates or Loss Currency Rates or Loss

% US$ % US$
2013
Currency
Jamaican Dollar +15 1,444 -1 (     96)

2012
Currency
Jamaican Dollar +10 18,335 -1 (1,833)
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19 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT (Cont’d)

Financial risk management policies and objectives (Cont’d)

(a) Market risk (Cont’d)

(i) Foreign exchange risk management (Cont’d)

If the United States dollar strengthens or weakens by 2% (2012: 2%) against the relevant foreign currency,
profit or loss will decrease or increase by:

Revaluation Devaluation
Effect on Effect on

Change in Profit Change in Profit
Currency Rates or Loss Currency Rates or Loss

% US$ % US$
2013
Currency
Barbados Dollar +2 (  419) -2 419

2012
Currency
Canadian Dollar +2 212 -2 (212)

This is mainly attributable to the exposure outstanding on payables denominated Jamaican dollars, cash and
bank deposits denominated in Jamaican dollars and receivables denominated in Barbados dollars at the end of
the reporting period of the company.

(ii) Interest rate risk management

Interest rate risk is the potential that the value of a financial instrument will fluctuate due to changes in market
interest rates as a result of cash flow or fair value interest rate risk.  Financial instruments subject to fixed
interest rates are exposed to fair value interest rate risk while those subject to floating interest rates are
exposed to cash flow risk.

The company’s exposure to interest rates on financial assets and financial liabilities are detailed in the liquidity
risk management section at Note 19(c) below.

The company’s exposure to interest rate risk is minimal and this arises only on cash and bank balances which
are insignificant at the end of the reporting period.

There are no variable rate financial liabilities at December 31, 2013 and December 31, 2012.

(b) Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to
the company.

Financial assets that potentially subject the company to concentration of credit risk consist principally of cash and
bank deposits, amounts due from related parties, advances to songwriters and receivables.  The maximum
exposure to credit risk is the amount of approximately US$228,937 (2012: US$653,788) disclosed under ‘categories
of financial instruments’ above and the company holds no collateral in this regard.  The directors believe that the
credit risks associated with these financial instruments are minimal.

The credit risk on cash and bank deposits is limited because the counterparties are reputable banks.

In respect of the advances to songwriters, concentration of risk is spread over several songwriters. Management
believes these amounts are recoverable based on the terms of the contracts in place with the songwriters.
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19 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT (Cont’d)

Financial risk management policies and objectives (Cont’d)

(c) Liquidity risk management

Liquidity risk, also referred to as funding risk, is the risk that the company will encounter difficulty in meeting
commitments associated with financial instruments.  Prudent liquidity risk management implies maintaining
sufficient cash and cash equivalents, and the availability of funding through an adequate amount of committed
facilities.  Due to the nature of the underlying business, the management of the company maintains an adequate
amount of its financial assets in liquid form to meet contractual obligations and other recurring payments.

Liquidity and interest risk analyses in respect of non-derivative financial liabilities

Non-derivative financial liabilities

The following tables detail the company’s remaining contractual maturity for non-derivative financial liabilities.  The
tables have been drawn up based on the undiscounted cash flows of financial liabilities based on the earliest date
on which the company can be required to pay.

Weighted
Average On Demand
Effective or Within

Interest Rate       1 Year
% US$

2013
Non-interest bearing Nil 137,339
Interest bearing 8   75,770

213,109

2012
Non-interest bearing Nil   56,516

Non-derivative financial assets

The following table details the company’s expected maturity for its non-derivative financial assets. The tables below
have been drawn up based on the undiscounted contractual maturities of the financial assets including interest that
will be earned on those assets except where the company anticipates that the cash flow will occur in a different
period.

Weighted
Average On Demand
Effective or Within

Interest Rate       1 Year
% US$

2013
Non-interest bearing Nil 228,778
Interest bearing 0.05        159

228,937

2012
Non-interest bearing Nil 652,288
Interest bearing 0.05     1,500

653,788
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19 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT (Cont’d)

(d) Fair value of financial assets and financial liabilities

The following methods and assumptions have been used:

i) The carrying amount of financial assets and liabilities with a maturity of less than one year are
estimated to approximate their fair values. These financial assets and liabilities are cash and bank
deposits, trade and other receivables, advances to songwriters and amounts due (to) from related
parties.

ii) The carrying amount of advances to song writers is assumed to approximate fair value as the effective
interest rate applied is market determined.

iii) The fair value of fixed rate loans have been estimated by applying interest rates of similar loans at year
end to the expected future cash flows.

2013 2012
Carrying
values

Fair
values

Carrying
values

Fair
Values

US$ US$ US$ US$

Fixed rate loans 72,589 70,800 - -

Fair value measurement recognised in the Statement of financial position
There were no financial instruments included in the Statement of Financial Position that were measured
subsequent to initial recognition at fair value.

The following table provides the fair value measurement hierarchy of the company’s liabilities:

Quantitative disclosures – fair value hierarchy

Quoted Significant Significant
prices in observable unobservable

active market inputs inputs
Level 1 Level 2 Level 3

US$ US$ US$

At December 31, 2013
Liabilities for which fair values are disclosed:
     Fixed rate loans payable - 70,800 -

There were no assets for which fair values are disclosed.

Capital risk management policies and objectives

The company manages its capital to ensure that it will be able to continue as a going concern while maximising
the return to stakeholders through the optimisation of the equity balance.

The capital structure of the company consists of cash and bank deposits and equity attributable to equity holders,
comprising share capital and accumulated deficit.

The company’s strategy remains unchanged from 2012.
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20 OPERATING LEASE ARRANGEMENTS

 The company has entered into a lease arrangement for office space.

2013 2012
US$ US$

Rental expense paid during the year 4,145 1,748

At the end of the reporting period, the company contracted with its lessor for the following minimum lease
payments.

2013 2012
US$ US$

Within one year 3,600 3,600
During 2-5 years      - 3,600

3,600 7,200
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21 FINANCIAL EFFECT OF FINANCIAL STATEMENTS RESTATEMENT AND RECLASSIFICATION

Due to delays in the receipt of information, the company did not record certain income and expenses for the year
ended December 31, 2012 in the correct accounting period.

Below are reconciliation of equity as at December 31, 2012 and the statement of Comprehensive Income for the
year ended December 31, 2012.  There was no impact on equity at December 31, 2011.

(a) Reconciliation of Equity at December 31, 2012

  2012 Adjustments As restated
US$ US$ Notes US$

ASSETS
Non-current assets
Property and equipment 15,271        - 15,271
Intangible asset     16,446        -     16,446
Advances to songwriters    216,878  24,638 <A>    241,516

Total non-current assets    248,595  24,638    273,233

Current assets
Advances to songwriters 24,638       (24,638) <A> -
Tax recoverable 1,411        - 1,411
Due from related parties 5,814        - 5,814
Receivables 44,123 10,322 <B> 54,445
Cash and bank deposits    383,971       -    383,971

Total current assets    459,957 (14,316)    445,641

Total assets    708,552 10,322    718,874

EQUITY AND LIABILITIES
Shareholders’ equity
Share capital 1,286,619 - 1,286,619
Accumulated deficit (   603,273) (20,988) <D> (   624,261)

Total shareholders’ equity    683,346 (20,988)    662,358

Current liabilities
Trade payables      25,206 31,310 <C>      56,516

Total current liabilities      25,206 31,310      56,516

Total equity and liabilities    708,552 10,322    718,874



C2W MUSIC LIMITED

NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2013

29

21 FINANCIAL EFFECT OF FINANCIAL STATEMENTS RESTATEMENT AND RECLASSIFICATION (Cont’d)

(b) Reconciliation of the Statement of Profit and Loss and Comprehensive Income

2012 Adjustments As adjusted
US$ US$ Notes US$

Fees and royalties 6,252  10,322 <B> 16,574
Interest income     5,643       -     5,643
Sponsorship income 94,571       - 94,571
Song writing camps and development expenses (273,576)        - (273,576)
Administrative expenses (412,807) (31,310) <C> (444,117)
Finance costs (    2,852)       - (    2,852)

NET LOSS BEING TOTAL COMPREHENSIVE
  LOSS FOR THE YEAR (582,769) (20,988) <D> (603,757)

Notes

<A> Represents reclassification of current portion to long term portion for advances to song writers to accord with
the classification in the current year.

<B> Represents royalty income earned not recorded in the correct accounting period.

<C> Represents liabilities not recorded in the correct accounting period.

<D> Represents net effect of items <B> to <C>.

22 OPERATIONS

The Company, which is still in a developmental phase, incurred a net loss of US$620,053 for the year ended
December 31, 2013 (2012:  a net loss of US$603,757) while shareholders’ equity was US$42,305 as at
December 31, 2013 (2012: US$662,358).  Additionally, the Company had net current liabilities of
US$180,880 as at December 31, 2013 (2012: net current assets of US$389,125). The company has not to
date been able to realise the projected revenues as it has sought to develop its catalogue of songs.  The
above factors indicate a material uncertainty that may cast doubt on the company’s ability to continue as a
going concern and that the company may be unable to realise its assets and discharge its liabilities in the
normal course of business.

The Company has embarked on the following strategies to achieve sustainability: exploitation of the
Company’s catalogue that has been developed in the past two years to improve royalty income; pursuance
of negotiations with global multi-national song publishing companies to carve out a part of the market share
with respect to sub-publishing fees; continued reduction of expenses and the targeting of strategic investors.
The ability of the company to generate sustained profitable operations is dependent on the successful
implementation of the strategies being pursued by management. Based on the current plans and strategies
being pursued and implemented, the directors and management believe that the company will generate
adequate cash flows and profitability which would allow it to continue in operational existence for the
foreseeable future. On this basis, the directors have maintained the going concern assumption in the
preparation of these financial statements. This basis of preparation presumes that the Company will be able
to realise its assets and discharge its liabilities in the ordinary course of business.
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23 CONTINGENT LIABILITY

Trade payables include amounts payable to a government agency.  The company could be subject to
penalties and interest on the outstanding balance. Management however believes based on their
interpretation of the Laws of Jamaica, such amounts are not payable.


