VAT on Recorded Music
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Analysis-PriceBased

		Assessment of Impact of Lower VAT on CDs

		Based on the Martin Hamblin GfK VAT related consumer OMNIBUS research for IFPI - December 2002

		Provisional Results Only - May Change

				Germany		UK		Spain		Italy		Sweden		Notes

		Population Data (m)

		Total Population		82.2		59.5		39.9		57.5		8.8

		Over 16's Population		68.4		46.8		34		47.7		7.2		Italy = over 13's consistent with survey sample

		% Over 16		83.2%		78.7%		85.2%		83.0%		81.8%

		Music Buyers Data

		Music Buying Population (previous surveys)		31		29				18		8

		Music Buying 16+ Population (VAT survey)		53.1		37.9		21.0		24.6		5.1

		VAT Survey Results

		Buyer Rates (over 16's) %'s

		Total Buying at least One CD		77.7%		80.9%		61.8%		51.5%		71.3%

		Bought 1-2		10.1%		9.5%		10.3%		12.0%		25.7%

		Bought 3-5		19.4%		18.5%		21.8%		18.4%		17.3%

		Bought 6-10		20.3%		21.9%		14.4%		12.0%		8.3%

		Bought 11-20		16.0%		17.1%		9.1%		5.2%		4.6%

		Bought >20		11.9%		13.9%		6.2%		3.9%		15.4%

		Bought None		20.7%		16.2%		29.7%		39.5%		10.7%

		Buyer Rates (over 16's) People (m)

		Total Buying at least One CD		53.1		37.9		21.0		24.6		5.1

		Bought 1-2		6.9		4.4		3.5		5.7		1.9

		Bought 3-5		13.3		8.7		7.4		8.8		1.2

		Bought 6-10		13.9		10.2		4.9		5.7		0.6

		Bought 11-20		10.9		8.0		3.1		2.5		0.3

		Bought >20		8.1		6.5		2.1		1.9		1.1

		Bought None		14.2		7.6		10.1		18.8		0.8

		Would by More CDs %'s

		Average Buying at least One CD		54%		58%		62%		62%		55%		Average of 58%

		Mean Additional Quantity		54%		53%		62%		62%		55%

		Bought 1-2		53%		52%		75%		84%		61%

		Bought 3-5		61%		66%		83%		85%		61%

		Bought 6-10		60%		63%		86%		93%		65%

		Bought 11-20		63%		70%		84%		73%		70%

		Bought >20		69%		76%		74%		92%		89%

		Bought None		27%		25%		31%		40%		44%		Average of 33%

		Would buy More CDs People (m)

		Total Buying More		40.8		28.9		23.7		36.9		69.6

		Bought 1-2		3.7		2.4		2.2		3.5		1.0

		Bought 3-5		7.0		4.5		5.6		7.4		0.8

		Bought 6-10		8.5		6.7		4.0		4.9		0.4

		Bought 11-20		6.6		5.1		2.7		2.3		0.2

		Bought >20		5.1		4.6		1.8		1.4		0.8

		Bought None		9.8		5.8		7.5		17.4		0.7

		Additional CDs Would Buy

		Total Buying at least One CD (Std. Dev.)		7		8		7		7		7

		Bought 1-2		6		6		5		6		5

		Bought 3-5		6		8		7		8		7

		Bought 6-10		11		14		11		13		13

		Bought 11-20		18		22		20		20		19

		Bought >20 (minumum 20 assumed)		20		20		20		20		20

		Bought None		2		7		6		6		6		Average of 5 CDs per year

		Potential Additional CD Purchases Extrap. (units m)

		Total Buying at least One CD (Std. Dev.)		293		236		171		251		498

		Bought 1-2		21		14		12		20		5		71

		Bought 3-5		45		36		38		59		6		183

		Bought 6-10		97		91		45		62		5		300

		Bought 11-20		120		109		53		46		4		332

		Bought >20		102		91		35		27		16		272

		Bought None		18		39		42		99		4		202

		Total Additional Potential CD Purchases		402		379		225		314		39		Needs to be factored down to = shipment data

		Mean Purchases		8		8.9		8		4		5.7

		Purchase Volumes (Survey Measured)		425		337		168		98		29

		Survey / Shipments		2.3		1.5		2.4		2.6		1.1

		Potential Sales Scenario

		CD Albums 2001 (m)		185		219		71		38		26				539

		CD Albums Potential @ reduced VAT		175		247		95		61		34				612

		Total Potential Album Sales		360		466		166		99		60				1151

		% Increase Units		95%		113%		134%		160%		132%		Average of 103% across the five markets		113%

		Value Euro

		Value CD Albums 2001		2,014		2,800		634		499		304

		Average Unit Price		10.9		12.8		8.9		13.1		11.7

		VAT Rate		16.0%		17.5%		16.0%		20.0%		25.0%

		VAT Revenue		322		490		101		100		76

		Potential Value

		VAT Reduction (by proportion of current rate)		40%		45%		40%		50%		60%		47%

		New VAT Rate		6.4%		7.9%		6.4%		10.0%		15.0%

		New Price Workings

		Current VAT Contribution to Price		1.74		2.24		1.43		2.63		2.92

		New VAT Contribution to Price		0.70		1.01		0.57		1.31		1.75

		Difference in VAT price		1.05		1.23		0.86		1.31		1.17

		VAT-adjusted Average Unit Price		9.8		11.6		8.1		11.8		10.5		10

		Change in Price		-10%		-10%		-10%		-10%		-10%		-10%

		VAT-adjusted Potential CD Album Value		3,544		5,378		1,339		1,167		634		2,413

		% Increase Value		76%		92%		111%		134%		109%		104%

		New VAT Revenue		227		424		86		117		95		190

		Vat Revenue Change		-30%		-14%		-15%		17%		25%		-3%

		Currency Selection Cells		2		0.89468

		Base US Value 2001		1,802		2,505		567		447		272

		Break-even Analysis

		VAT Revenue Break-even Sales Value		5,035		6,221		1,584		999		507		2,869

		Break-even VAT Rate		9.1%		9.1%		7.6%		8.6%		12.0%		9%

		Other Cultural Products Annex H		7%		5%		7%		10%		6%		7%

		Potential Sales Scenario 2												Based on music buying population - row 9

		CD Albums 2001 (m)		185		219		71		38		26				539

		CD Albums Potential @ reduced VAT		120		135		0		78		30				364

		Total Potential Album Sales		305		354		71		116		56				903

		% Increase		65%		62%		0%		205%		117%				67%
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B-even Test

		Assessment of Impact of Lower VAT on CDs

		Based on the Martin Hamblin GfK VAT related consumer OMNIBUS research for IFPI - December 2002

		Provisional Results Only - May Change

				Germany		UK		Spain		Italy		Sweden		Notes

		Population Data (m)

		Total Population		82.2		59.5		39.9		57.5		8.8

		Over 16's Population		68.4		46.8		34		47.7		7.2		Italy = over 13's consistent with survey sample

		% Over 16		83.2%		78.7%		85.2%		83.0%		81.8%

		Music Buyers Data

		Music Buying Population (previous surveys)		31		29				18		8

		Music Buying 16+ Population (VAT survey)		53.1		37.9		21.0		24.6		5.1

		VAT Survey Results

		Buyer Rates (over 16's) %'s

		Total Buying at least One CD		77.7%		80.9%		61.8%		51.5%		71.3%

		Bought 1-2		10.1%		9.5%		10.3%		12.0%		25.7%

		Bought 3-5		19.4%		18.5%		21.8%		18.4%		17.3%

		Bought 6-10		20.3%		21.9%		14.4%		12.0%		8.3%

		Bought 11-20		16.0%		17.1%		9.1%		5.2%		4.6%

		Bought >20		11.9%		13.9%		6.2%		3.9%		15.4%

		Bought None		20.7%		16.2%		29.7%		39.5%		10.7%

		Buyer Rates (over 16's) People (m)

		Total Buying at least One CD		53.1		37.9		21.0		24.6		5.1

		Bought 1-2		6.9		4.4		3.5		5.7		1.9

		Bought 3-5		13.3		8.7		7.4		8.8		1.2

		Bought 6-10		13.9		10.2		4.9		5.7		0.6

		Bought 11-20		10.9		8.0		3.1		2.5		0.3

		Bought >20		8.1		6.5		2.1		1.9		1.1

		Bought None		14.2		7.6		10.1		18.8		0.8

		Would by More CDs %'s

		Average Buying at least One CD		54%		58%		62%		62%		55%		Average of 58%

		Mean Additional Quantity		54%		53%		62%		62%		55%

		Bought 1-2		53%		52%		75%		84%		61%

		Bought 3-5		61%		66%		83%		85%		61%

		Bought 6-10		60%		63%		86%		93%		65%

		Bought 11-20		63%		70%		84%		73%		70%

		Bought >20		69%		76%		74%		92%		89%

		Bought None		27%		25%		31%		40%		44%		Average of 33%

		Would buy More CDs People (m)

		Total Buying More		40.8		28.9		23.7		36.9		69.6

		Bought 1-2		3.7		2.4		2.2		3.5		1.0

		Bought 3-5		7.0		4.5		5.6		7.4		0.8

		Bought 6-10		8.5		6.7		4.0		4.9		0.4

		Bought 11-20		6.6		5.1		2.7		2.3		0.2

		Bought >20		5.1		4.6		1.8		1.4		0.8

		Bought None		9.8		5.8		7.5		17.4		0.7

		Additional CDs Would Buy

		Total Buying at least One CD (Std. Dev.)		7		8		7		7		7

		Bought 1-2		6		6		5		6		5

		Bought 3-5		6		8		7		8		7

		Bought 6-10		11		14		11		13		13

		Bought 11-20		18		22		20		20		19

		Bought >20 (minumum 20 assumed)		20		20		20		20		20

		Bought None		2		7		6		6		6		Average of 5 CDs per year

		Potential Additional CD Purchases Extrap. (units m)

		Total Buying at least One CD (Std. Dev.)		293		236		171		251		498

		Bought 1-2		21		14		12		20		5		71

		Bought 3-5		45		36		38		59		6		183

		Bought 6-10		97		91		45		62		5		300

		Bought 11-20		120		109		53		46		4		332

		Bought >20		102		91		35		27		16		272

		Bought None		18		39		42		99		4		202

		Total Additional Potential CD Purchases		402		379		225		314		39		Needs to be factored down to = shipment data

		Mean Purchases		8		8.9		8		4		5.7

		Purchase Volumes (Survey Measured)		425		337		168		98		29

		Survey / Shipments		2.3		1.5		2.4		2.6		1.1

		Potential Sales Scenario

		CD Albums 2001 (m)		185		219		71		38		26				539

		CD Albums Potential @ reduced VAT		175		247		95		61		34				612

		Total Potential Album Sales		360		466		166		99		60				1151

		% Increase Units		95%		113%		134%		160%		132%		Average of 103% across the five markets		113%

		Value Euro

		Value CD Albums 2001		2,014		2,800		634		499		304

		Average Unit Price		10.9		12.8		8.9		13.1		11.7

		VAT Rate		16.0%		17.5%		16.0%		20.0%		25.0%				20%

		VAT Revenue		322		490		101		100		76

		Potential Value

		VAT Reduction (by proportion of current rate)		55%		52%		47%		44%		50%		49%

		New VAT Rate		8.9%		9.0%		7.5%		8.7%		12.4%

		New Price Workings

		Current VAT Contribution to Price		1.74		2.24		1.43		2.63		2.92

		New VAT Contribution to Price		0.96		1.15		0.67		1.14		1.45

		Difference in VAT price		0.78		1.08		0.76		1.48		1.47

		VAT-adjusted Average Unit Price		10.1		11.7		8.2		11.7		10.2		10

		Change in Price		-7%		-8%		-8%		-11%		-13%		-10%

		VAT-adjusted Potential CD Album Value		3,640		5,446		1,356		1,150		616		2,442

		% Increase Value		81%		95%		114%		130%		103%		104%

		New VAT Revenue		323		491		102		100		76		218

		Vat Revenue Change		0%		0%		0%		0%		0%		0%

		Currency Selection Cells		2		0.89468

		Base US Value 2001		1,802		2,505		567		447		272

		Break-even Analysis

		VAT Revenue Break-even Sales Value		3,635		5,436		1,351		1,148		613		2,437

		Break-even VAT Rate		8.9%		9.0%		7.5%		8.7%		12.3%		9%

		Other Cultural Products Annex H		7%		5%		7%		10%		6%		7%

		This version simply tests the Break-even calculation works

		But is the change in price great enough to generate the consumer response?

		Summary Results

				Germany		UK		Spain		Italy		Sweden

		CD Album Sales Volume 2001 (m units)		185		219		71		38		26

		Total Potential Album Sales at Reduced VAT		360		460		160		90		60

		Potential % Increase in CD Album Sales		95%		113%		134%		160%		132%

		Current VAT Rate		16.0%		17.5%		16.0%		20.0%		25.0%

		Break-even VAT Rate		8.9%		9.0%		7.5%		8.7%		12.3%

		% Reduction in VAT		55%		51%		47%		43%		49%

		Annex H Rates		7%		5%		7%		10%		6%

		Potential Value of CD Album Sales (m euro)		3,630		5,430		1,350		1,140		610

		VAT Revenue (m euro)		320		490		100		100		70		1,080

		VAT Losses From Piracy

		Total Pirate Units (million)		50		116		78		123		9

		Value pirate Units @ average prices		544		1,483		696		1,616		105

		Potential VAT Loss		87		260		111		323		26		807
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SummaryAnalysis

		Quick Summary of Consumer Research on Lower VAT on CDs

		Sources:		Martin Hamblin GfK VAT related consumer OMNIBUS research for IFPI - December 2002

				Germany		UK		Spain		Italy		Sweden		Notes

		Reaction to reduced VAT

		Agree with the idea to reduce VAT		68%		72%		84%		83%		72%		Either 'strong agree or agree'		76%

		Disagree		13%		9%		4%		1%		11%		Either 'strong disagree or disagree'

		Agree that CDs should be classified as cultural		64%		73%		81%		85%		77%		Either 'strong agree or agree'

		Disagree		19%		16%		7%		2%		14%		Either 'strong disagree or disagree'

		Key Results

		Buyer Penetration		87%		81%		62%		52%		74%		Those who bought at least 1 CD in the past year

		Would by More CDs at the lower VAT rate		54%		53%		62%		62%		55%		Higher for high-piracy markets Spain and Italy.  The heavier buyers are more

		Mean Additional Quantity		14.3		15		9.3		9.4		9.7

		Std. Deviation Additional Quantity		7		8		7		7		7		Overall average of how many more CDs the additional buyers would buy
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Analysis-PriceBased

		Assessment of Impact of Lower VAT on CDs

		Based on the Martin Hamblin GfK VAT related consumer OMNIBUS research for IFPI - December 2002

		Provisional Results Only - May Change

				Germany		UK		Spain		Italy		Sweden		Notes

		Population Data (m)

		Total Population		82.2		59.5		39.9		57.5		8.8

		Over 16's Population		68.4		46.8		34		47.7		7.2		Italy = over 13's consistent with survey sample

		% Over 16		83.2%		78.7%		85.2%		83.0%		81.8%

		Music Buyers Data

		Music Buying Population (previous surveys)		31		29				18		8

		Music Buying 16+ Population (VAT survey)		53.1		37.9		21.0		24.6		5.1

		VAT Survey Results

		Buyer Rates (over 16's) %'s

		Total Buying at least One CD		77.7%		80.9%		61.8%		51.5%		71.3%

		Bought 1-2		10.1%		9.5%		10.3%		12.0%		25.7%

		Bought 3-5		19.4%		18.5%		21.8%		18.4%		17.3%

		Bought 6-10		20.3%		21.9%		14.4%		12.0%		8.3%

		Bought 11-20		16.0%		17.1%		9.1%		5.2%		4.6%

		Bought >20		11.9%		13.9%		6.2%		3.9%		15.4%

		Bought None		20.7%		16.2%		29.7%		39.5%		10.7%

		Buyer Rates (over 16's) People (m)

		Total Buying at least One CD		53.1		37.9		21.0		24.6		5.1

		Bought 1-2		6.9		4.4		3.5		5.7		1.9

		Bought 3-5		13.3		8.7		7.4		8.8		1.2

		Bought 6-10		13.9		10.2		4.9		5.7		0.6

		Bought 11-20		10.9		8.0		3.1		2.5		0.3

		Bought >20		8.1		6.5		2.1		1.9		1.1

		Bought None		14.2		7.6		10.1		18.8		0.8

		Would by More CDs %'s

		Average Buying at least One CD		54%		58%		62%		62%		55%		Average of 58%

		Mean Additional Quantity		54%		53%		62%		62%		55%

		Bought 1-2		53%		52%		75%		84%		61%

		Bought 3-5		61%		66%		83%		85%		61%

		Bought 6-10		60%		63%		86%		93%		65%

		Bought 11-20		63%		70%		84%		73%		70%

		Bought >20		69%		76%		74%		92%		89%

		Bought None		27%		25%		31%		40%		44%		Average of 33%

		Would buy More CDs People (m)

		Total Buying More		40.8		28.9		23.7		36.9		69.6

		Bought 1-2		3.7		2.4		2.2		3.5		1.0

		Bought 3-5		7.0		4.5		5.6		7.4		0.8

		Bought 6-10		8.5		6.7		4.0		4.9		0.4

		Bought 11-20		6.6		5.1		2.7		2.3		0.2

		Bought >20		5.1		4.6		1.8		1.4		0.8

		Bought None		9.8		5.8		7.5		17.4		0.7

		Additional CDs Would Buy

		Total Buying at least One CD (Std. Dev.)		7		8		7		7		7

		Bought 1-2		6		6		5		6		5

		Bought 3-5		6		8		7		8		7

		Bought 6-10		11		14		11		13		13

		Bought 11-20		18		22		20		20		19

		Bought >20 (minumum 20 assumed)		20		20		20		20		20

		Bought None		2		7		6		6		6		Average of 5 CDs per year

		Potential Additional CD Purchases Extrap. (units m)

		Total Buying at least One CD (Std. Dev.)		293		236		171		251		498

		Bought 1-2		21		14		12		20		5		71

		Bought 3-5		45		36		38		59		6		183

		Bought 6-10		97		91		45		62		5		300

		Bought 11-20		120		109		53		46		4		332

		Bought >20		102		91		35		27		16		272

		Bought None		18		39		42		99		4		202

		Total Additional Potential CD Purchases		402		379		225		314		39		Needs to be factored down to = shipment data

		Mean Purchases		8		8.9		8		4		5.7

		Purchase Volumes (Survey Measured)		425		337		168		98		29

		Survey / Shipments		2.3		1.5		2.4		2.6		1.1

		Potential Sales Scenario

		CD Albums 2001 (m)		185		219		71		38		26				539

		CD Albums Potential @ reduced VAT		175		247		95		61		34				612

		Total Potential Album Sales		360		466		166		99		60				1151

		% Increase Units		95%		113%		134%		160%		132%		Average of 103% across the five markets		113%

		Value Euro

		Value CD Albums 2001		2,014		2,800		634		499		304

		Average Unit Price		10.9		12.8		8.9		13.1		11.7

		VAT Rate		16.0%		17.5%		16.0%		20.0%		25.0%

		VAT Revenue		322		490		101		100		76

		Potential Value

		VAT Reduction (by proportion of current rate)		40%		45%		40%		50%		60%		47%

		New VAT Rate		6.4%		7.9%		6.4%		10.0%		15.0%

		New Price Workings

		Current VAT Contribution to Price		1.74		2.24		1.43		2.63		2.92

		New VAT Contribution to Price		0.70		1.01		0.57		1.31		1.75

		Difference in VAT price		1.05		1.23		0.86		1.31		1.17

		VAT-adjusted Average Unit Price		9.8		11.6		8.1		11.8		10.5		10

		Change in Price		-10%		-10%		-10%		-10%		-10%		-10%

		VAT-adjusted Potential CD Album Value		3,544		5,378		1,339		1,167		634		2,413

		% Increase Value		76%		92%		111%		134%		109%		104%

		New VAT Revenue		227		424		86		117		95		190

		Vat Revenue Change		-30%		-14%		-15%		17%		25%		-3%

		Currency Selection Cells		2		0.89468

		Base US Value 2001		1,802		2,505		567		447		272

		Break-even Analysis

		VAT Revenue Break-even Sales Value		5,035		6,221		1,584		999		507		2,869

		Break-even VAT Rate		9.1%		9.1%		7.6%		8.6%		12.0%		9%

		Other Cultural Products Annex H		7%		5%		7%		10%		6%		7%

		Potential Sales Scenario 2												Based on music buying population - row 9

		CD Albums 2001 (m)		185		219		71		38		26				539

		CD Albums Potential @ reduced VAT		120		135		0		78		30				364

		Total Potential Album Sales		305		354		71		116		56				903

		% Increase		65%		62%		0%		205%		117%				67%
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B-even Test

		Assessment of Impact of Lower VAT on CDs

		Based on the Martin Hamblin GfK VAT related consumer OMNIBUS research for IFPI - December 2002

		Provisional Results Only - May Change

				Germany		UK		Spain		Italy		Sweden		Notes

		Population Data (m)

		Total Population		82.2		59.5		39.9		57.5		8.8

		Over 16's Population		68.4		46.8		34		47.7		7.2		Italy = over 13's consistent with survey sample

		% Over 16		83.2%		78.7%		85.2%		83.0%		81.8%

		Music Buyers Data

		Music Buying Population (previous surveys)		31		29				18		8

		Music Buying 16+ Population (VAT survey)		53.1		37.9		21.0		24.6		5.1

		VAT Survey Results

		Buyer Rates (over 16's) %'s

		Total Buying at least One CD		77.7%		80.9%		61.8%		51.5%		71.3%

		Bought 1-2		10.1%		9.5%		10.3%		12.0%		25.7%

		Bought 3-5		19.4%		18.5%		21.8%		18.4%		17.3%

		Bought 6-10		20.3%		21.9%		14.4%		12.0%		8.3%

		Bought 11-20		16.0%		17.1%		9.1%		5.2%		4.6%

		Bought >20		11.9%		13.9%		6.2%		3.9%		15.4%

		Bought None		20.7%		16.2%		29.7%		39.5%		10.7%

		Buyer Rates (over 16's) People (m)

		Total Buying at least One CD		53.1		37.9		21.0		24.6		5.1

		Bought 1-2		6.9		4.4		3.5		5.7		1.9

		Bought 3-5		13.3		8.7		7.4		8.8		1.2

		Bought 6-10		13.9		10.2		4.9		5.7		0.6

		Bought 11-20		10.9		8.0		3.1		2.5		0.3

		Bought >20		8.1		6.5		2.1		1.9		1.1

		Bought None		14.2		7.6		10.1		18.8		0.8

		Would by More CDs %'s

		Average Buying at least One CD		54%		58%		62%		62%		55%		Average of 58%

		Mean Additional Quantity		54%		53%		62%		62%		55%

		Bought 1-2		53%		52%		75%		84%		61%

		Bought 3-5		61%		66%		83%		85%		61%

		Bought 6-10		60%		63%		86%		93%		65%

		Bought 11-20		63%		70%		84%		73%		70%

		Bought >20		69%		76%		74%		92%		89%

		Bought None		27%		25%		31%		40%		44%		Average of 33%

		Would buy More CDs People (m)

		Total Buying More		40.8		28.9		23.7		36.9		69.6

		Bought 1-2		3.7		2.4		2.2		3.5		1.0

		Bought 3-5		7.0		4.5		5.6		7.4		0.8

		Bought 6-10		8.5		6.7		4.0		4.9		0.4

		Bought 11-20		6.6		5.1		2.7		2.3		0.2

		Bought >20		5.1		4.6		1.8		1.4		0.8

		Bought None		9.8		5.8		7.5		17.4		0.7

		Additional CDs Would Buy

		Total Buying at least One CD (Std. Dev.)		7		8		7		7		7

		Bought 1-2		6		6		5		6		5

		Bought 3-5		6		8		7		8		7

		Bought 6-10		11		14		11		13		13

		Bought 11-20		18		22		20		20		19

		Bought >20 (minumum 20 assumed)		20		20		20		20		20

		Bought None		2		7		6		6		6		Average of 5 CDs per year

		Potential Additional CD Purchases Extrap. (units m)

		Total Buying at least One CD (Std. Dev.)		293		236		171		251		498

		Bought 1-2		21		14		12		20		5		71

		Bought 3-5		45		36		38		59		6		183

		Bought 6-10		97		91		45		62		5		300

		Bought 11-20		120		109		53		46		4		332

		Bought >20		102		91		35		27		16		272

		Bought None		18		39		42		99		4		202

		Total Additional Potential CD Purchases		402		379		225		314		39		Needs to be factored down to = shipment data

		Mean Purchases		8		8.9		8		4		5.7

		Purchase Volumes (Survey Measured)		425		337		168		98		29

		Survey / Shipments		2.3		1.5		2.4		2.6		1.1

		Potential Sales Scenario

		CD Albums 2001 (m)		185		219		71		38		26				539

		CD Albums Potential @ reduced VAT		175		247		95		61		34				612

		Total Potential Album Sales		360		466		166		99		60				1151

		% Increase Units		95%		113%		134%		160%		132%		Average of 103% across the five markets		113%

		Value Euro

		Value CD Albums 2001		2,014		2,800		634		499		304

		Average Unit Price		10.9		12.8		8.9		13.1		11.7

		VAT Rate		16.0%		17.5%		16.0%		20.0%		25.0%				20%

		VAT Revenue		322		490		101		100		76

		Potential Value

		VAT Reduction (by proportion of current rate)		55%		52%		47%		44%		50%		49%

		New VAT Rate		8.9%		9.0%		7.5%		8.7%		12.4%

		New Price Workings

		Current VAT Contribution to Price		1.74		2.24		1.43		2.63		2.92

		New VAT Contribution to Price		0.96		1.15		0.67		1.14		1.45

		Difference in VAT price		0.78		1.08		0.76		1.48		1.47

		VAT-adjusted Average Unit Price		10.1		11.7		8.2		11.7		10.2		10

		Change in Price		-7%		-8%		-8%		-11%		-13%		-10%

		VAT-adjusted Potential CD Album Value		3,640		5,446		1,356		1,150		616		2,442

		% Increase Value		81%		95%		114%		130%		103%		104%

		New VAT Revenue		323		491		102		100		76		218

		Vat Revenue Change		0%		0%		0%		0%		0%		0%

		Currency Selection Cells		2		0.89468

		Base US Value 2001		1,802		2,505		567		447		272

		Break-even Analysis

		VAT Revenue Break-even Sales Value		3,635		5,436		1,351		1,148		613		2,437

		Break-even VAT Rate		8.9%		9.0%		7.5%		8.7%		12.3%		9%

		Other Cultural Products Annex H		7%		5%		7%		10%		6%		7%

		This version simply tests the Break-even calculation works

		But is the change in price great enough to generate the consumer response?

		Summary Results

				Germany		UK		Spain		Italy		Sweden

		CD Album Sales Volume 2001 (m units)		185		219		71		38		26

		Total Potential Album Sales at Reduced VAT		360		460		160		90		60

		Potential % Increase in CD Album Sales		95%		113%		134%		160%		132%

		Current VAT Rate		16.0%		17.5%		16.0%		20.0%		25.0%

		Break-even VAT Rate		8.9%		9.0%		7.5%		8.7%		12.3%

		% Reduction in VAT		55%		51%		47%		43%		49%

		Annex H Rates		7%		5%		7%		10%		6%

		Potential Value of CD Album Sales (m euro)		3,630		5,430		1,350		1,140		610

		VAT Revenue (m euro)		320		490		100		100		70		1,080

		VAT Losses From Piracy

		Total Pirate Units (million)		50		116		78		123		9

		Value pirate Units @ average prices		544		1,483		696		1,616		105

		Potential VAT Loss		87		260		111		323		26		807
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SummaryAnalysis

		Quick Summary of Consumer Research on Lower VAT on CDs

		Sources:		Martin Hamblin GfK VAT related consumer OMNIBUS research for IFPI - December 2002

				Germany		UK		Spain		Italy		Sweden		Notes

		Reaction to reduced VAT

		Agree with the idea to reduce VAT		68%		72%		84%		83%		72%		Either 'strong agree or agree'		76%

		Disagree		13%		9%		4%		1%		11%		Either 'strong disagree or disagree'

		Agree that CDs should be classified as cultural		64%		73%		81%		85%		77%		Either 'strong agree or agree'

		Disagree		19%		16%		7%		2%		14%		Either 'strong disagree or disagree'

		Key Results

		Buyer Penetration		87%		81%		62%		52%		74%		Those who bought at least 1 CD in the past year

		Would by More CDs at the lower VAT rate		54%		53%		62%		62%		55%		Higher for high-piracy markets Spain and Italy.  The heavier buyers are more

		Mean Additional Quantity		14.3		15		9.3		9.4		9.7

		Std. Deviation Additional Quantity		7		8		7		7		7		Overall average of how many more CDs the additional buyers would buy
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Analysis-PriceBased

		Assessment of Impact of Lower VAT on CDs

		Based on the Martin Hamblin GfK VAT related consumer OMNIBUS research for IFPI - December 2002

		Provisional Results Only - May Change

				Germany		UK		Spain		Italy		Sweden		Notes

		Population Data (m)

		Total Population		82.2		59.5		39.9		57.5		8.8

		Over 16's Population		68.4		46.8		34		47.7		7.2		Italy = over 13's consistent with survey sample

		% Over 16		83.2%		78.7%		85.2%		83.0%		81.8%

		Music Buyers Data

		Music Buying Population (previous surveys)		31		29				18		8

		Music Buying 16+ Population (VAT survey)		53.1		37.9		21.0		24.6		5.1

		VAT Survey Results

		Buyer Rates (over 16's) %'s

		Total Buying at least One CD		77.7%		80.9%		61.8%		51.5%		71.3%

		Bought 1-2		10.1%		9.5%		10.3%		12.0%		25.7%

		Bought 3-5		19.4%		18.5%		21.8%		18.4%		17.3%

		Bought 6-10		20.3%		21.9%		14.4%		12.0%		8.3%

		Bought 11-20		16.0%		17.1%		9.1%		5.2%		4.6%

		Bought >20		11.9%		13.9%		6.2%		3.9%		15.4%

		Bought None		20.7%		16.2%		29.7%		39.5%		10.7%

		Buyer Rates (over 16's) People (m)

		Total Buying at least One CD		53.1		37.9		21.0		24.6		5.1

		Bought 1-2		6.9		4.4		3.5		5.7		1.9

		Bought 3-5		13.3		8.7		7.4		8.8		1.2

		Bought 6-10		13.9		10.2		4.9		5.7		0.6

		Bought 11-20		10.9		8.0		3.1		2.5		0.3

		Bought >20		8.1		6.5		2.1		1.9		1.1

		Bought None		14.2		7.6		10.1		18.8		0.8

		Would by More CDs %'s

		Average Buying at least One CD		54%		58%		62%		62%		55%		Average of 58%

		Mean Additional Quantity		54%		53%		62%		62%		55%

		Bought 1-2		53%		52%		75%		84%		61%

		Bought 3-5		61%		66%		83%		85%		61%

		Bought 6-10		60%		63%		86%		93%		65%

		Bought 11-20		63%		70%		84%		73%		70%

		Bought >20		69%		76%		74%		92%		89%

		Bought None		27%		25%		31%		40%		44%		Average of 33%

		Would buy More CDs People (m)

		Total Buying More		40.8		28.9		23.7		36.9		69.6

		Bought 1-2		3.7		2.4		2.2		3.5		1.0

		Bought 3-5		7.0		4.5		5.6		7.4		0.8

		Bought 6-10		8.5		6.7		4.0		4.9		0.4

		Bought 11-20		6.6		5.1		2.7		2.3		0.2

		Bought >20		5.1		4.6		1.8		1.4		0.8

		Bought None		9.8		5.8		7.5		17.4		0.7

		Additional CDs Would Buy

		Total Buying at least One CD (Std. Dev.)		7		8		7		7		7

		Bought 1-2		6		6		5		6		5

		Bought 3-5		6		8		7		8		7

		Bought 6-10		11		14		11		13		13

		Bought 11-20		18		22		20		20		19

		Bought >20 (minumum 20 assumed)		20		20		20		20		20

		Bought None		2		7		6		6		6		Average of 5 CDs per year

		Potential Additional CD Purchases Extrap. (units m)

		Total Buying at least One CD (Std. Dev.)		293		236		171		251		498

		Bought 1-2		21		14		12		20		5		71

		Bought 3-5		45		36		38		59		6		183

		Bought 6-10		97		91		45		62		5		300

		Bought 11-20		120		109		53		46		4		332

		Bought >20		102		91		35		27		16		272

		Bought None		18		39		42		99		4		202

		Total Additional Potential CD Purchases		402		379		225		314		39		Needs to be factored down to = shipment data

		Mean Purchases		8		8.9		8		4		5.7

		Purchase Volumes (Survey Measured)		425		337		168		98		29

		Survey / Shipments		2.3		1.5		2.4		2.6		1.1

		Potential Sales Scenario

		CD Albums 2001 (m)		185		219		71		38		26				539

		CD Albums Potential @ reduced VAT		175		247		95		61		34				612

		Total Potential Album Sales		360		466		166		99		60				1151

		% Increase Units		95%		113%		134%		160%		132%		Average of 103% across the five markets		113%

		Value Euro

		Value CD Albums 2001		2,014		2,800		634		499		304

		Average Unit Price		10.9		12.8		8.9		13.1		11.7

		VAT Rate		16.0%		17.5%		16.0%		20.0%		25.0%

		VAT Revenue		322		490		101		100		76

		Potential Value

		VAT Reduction (by proportion of current rate)		40%		45%		40%		50%		60%		47%

		New VAT Rate		6.4%		7.9%		6.4%		10.0%		15.0%

		New Price Workings

		Current VAT Contribution to Price		1.74		2.24		1.43		2.63		2.92

		New VAT Contribution to Price		0.70		1.01		0.57		1.31		1.75

		Difference in VAT price		1.05		1.23		0.86		1.31		1.17

		VAT-adjusted Average Unit Price		9.8		11.6		8.1		11.8		10.5		10

		Change in Price		-10%		-10%		-10%		-10%		-10%		-10%

		VAT-adjusted Potential CD Album Value		3,544		5,378		1,339		1,167		634		2,413

		% Increase Value		76%		92%		111%		134%		109%		104%

		New VAT Revenue		227		424		86		117		95		190

		Vat Revenue Change		-30%		-14%		-15%		17%		25%		-3%

		Currency Selection Cells		2		0.89468

		Base US Value 2001		1,802		2,505		567		447		272

		Break-even Analysis

		VAT Revenue Break-even Sales Value		5,035		6,221		1,584		999		507		2,869

		Break-even VAT Rate		9.1%		9.1%		7.6%		8.6%		12.0%		9%

		Other Cultural Products Annex H		7%		5%		7%		10%		6%		7%

		Potential Sales Scenario 2												Based on music buying population - row 9

		CD Albums 2001 (m)		185		219		71		38		26				539

		CD Albums Potential @ reduced VAT		120		135		0		78		30				364

		Total Potential Album Sales		305		354		71		116		56				903

		% Increase		65%		62%		0%		205%		117%				67%
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B-even Test

		Assessment of Impact of Lower VAT on CDs

		Based on the Martin Hamblin GfK VAT related consumer OMNIBUS research for IFPI - December 2002

		Provisional Results Only - May Change

				Germany		UK		Spain		Italy		Sweden		Notes

		Population Data (m)

		Total Population		82.2		59.5		39.9		57.5		8.8

		Over 16's Population		68.4		46.8		34		47.7		7.2		Italy = over 13's consistent with survey sample

		% Over 16		83.2%		78.7%		85.2%		83.0%		81.8%

		Music Buyers Data

		Music Buying Population (previous surveys)		31		29				18		8

		Music Buying 16+ Population (VAT survey)		53.1		37.9		21.0		24.6		5.1

		VAT Survey Results

		Buyer Rates (over 16's) %'s

		Total Buying at least One CD		77.7%		80.9%		61.8%		51.5%		71.3%

		Bought 1-2		10.1%		9.5%		10.3%		12.0%		25.7%

		Bought 3-5		19.4%		18.5%		21.8%		18.4%		17.3%

		Bought 6-10		20.3%		21.9%		14.4%		12.0%		8.3%

		Bought 11-20		16.0%		17.1%		9.1%		5.2%		4.6%

		Bought >20		11.9%		13.9%		6.2%		3.9%		15.4%

		Bought None		20.7%		16.2%		29.7%		39.5%		10.7%

		Buyer Rates (over 16's) People (m)

		Total Buying at least One CD		53.1		37.9		21.0		24.6		5.1

		Bought 1-2		6.9		4.4		3.5		5.7		1.9

		Bought 3-5		13.3		8.7		7.4		8.8		1.2

		Bought 6-10		13.9		10.2		4.9		5.7		0.6

		Bought 11-20		10.9		8.0		3.1		2.5		0.3

		Bought >20		8.1		6.5		2.1		1.9		1.1

		Bought None		14.2		7.6		10.1		18.8		0.8

		Would by More CDs %'s

		Average Buying at least One CD		54%		58%		62%		62%		55%		Average of 58%

		Mean Additional Quantity		54%		53%		62%		62%		55%

		Bought 1-2		53%		52%		75%		84%		61%

		Bought 3-5		61%		66%		83%		85%		61%

		Bought 6-10		60%		63%		86%		93%		65%

		Bought 11-20		63%		70%		84%		73%		70%

		Bought >20		69%		76%		74%		92%		89%

		Bought None		27%		25%		31%		40%		44%		Average of 33%

		Would buy More CDs People (m)

		Total Buying More		40.8		28.9		23.7		36.9		69.6

		Bought 1-2		3.7		2.4		2.2		3.5		1.0

		Bought 3-5		7.0		4.5		5.6		7.4		0.8

		Bought 6-10		8.5		6.7		4.0		4.9		0.4

		Bought 11-20		6.6		5.1		2.7		2.3		0.2

		Bought >20		5.1		4.6		1.8		1.4		0.8

		Bought None		9.8		5.8		7.5		17.4		0.7

		Additional CDs Would Buy

		Total Buying at least One CD (Std. Dev.)		7		8		7		7		7

		Bought 1-2		6		6		5		6		5

		Bought 3-5		6		8		7		8		7

		Bought 6-10		11		14		11		13		13

		Bought 11-20		18		22		20		20		19

		Bought >20 (minumum 20 assumed)		20		20		20		20		20

		Bought None		2		7		6		6		6		Average of 5 CDs per year

		Potential Additional CD Purchases Extrap. (units m)

		Total Buying at least One CD (Std. Dev.)		293		236		171		251		498

		Bought 1-2		21		14		12		20		5		71

		Bought 3-5		45		36		38		59		6		183

		Bought 6-10		97		91		45		62		5		300

		Bought 11-20		120		109		53		46		4		332

		Bought >20		102		91		35		27		16		272

		Bought None		18		39		42		99		4		202

		Total Additional Potential CD Purchases		402		379		225		314		39		Needs to be factored down to = shipment data

		Mean Purchases		8		8.9		8		4		5.7

		Purchase Volumes (Survey Measured)		425		337		168		98		29

		Survey / Shipments		2.3		1.5		2.4		2.6		1.1

		Potential Sales Scenario

		CD Albums 2001 (m)		185		219		71		38		26				539

		CD Albums Potential @ reduced VAT		175		247		95		61		34				612

		Total Potential Album Sales		360		466		166		99		60				1151

		% Increase Units		95%		113%		134%		160%		132%		Average of 103% across the five markets		113%

		Value Euro

		Value CD Albums 2001		2,014		2,800		634		499		304

		Average Unit Price		10.9		12.8		8.9		13.1		11.7

		VAT Rate		16.0%		17.5%		16.0%		20.0%		25.0%				20%

		VAT Revenue		322		490		101		100		76

		Potential Value

		VAT Reduction (by proportion of current rate)		55%		52%		47%		44%		50%		49%

		New VAT Rate		8.9%		9.0%		7.5%		8.7%		12.4%

		New Price Workings

		Current VAT Contribution to Price		1.74		2.24		1.43		2.63		2.92

		New VAT Contribution to Price		0.96		1.15		0.67		1.14		1.45

		Difference in VAT price		0.78		1.08		0.76		1.48		1.47

		VAT-adjusted Average Unit Price		10.1		11.7		8.2		11.7		10.2		10

		Change in Price		-7%		-8%		-8%		-11%		-13%		-10%

		VAT-adjusted Potential CD Album Value		3,640		5,446		1,356		1,150		616		2,442

		% Increase Value		81%		95%		114%		130%		103%		104%

		New VAT Revenue		323		491		102		100		76		218

		Vat Revenue Change		0%		0%		0%		0%		0%		0%

		Currency Selection Cells		2		0.89468

		Base US Value 2001		1,802		2,505		567		447		272

		Break-even Analysis

		VAT Revenue Break-even Sales Value		3,635		5,436		1,351		1,148		613		2,437

		Break-even VAT Rate		8.9%		9.0%		7.5%		8.7%		12.3%		9%

		Other Cultural Products Annex H		7%		5%		7%		10%		6%		7%

		This version simply tests the Break-even calculation works

		But is the change in price great enough to generate the consumer response?

		Summary Results

				Germany		UK		Spain		Italy		Sweden

		CD Album Sales Volume 2001 (m units)		185		219		71		38		26

		Total Potential Album Sales at Reduced VAT		360		460		160		90		60

		Potential % Increase in CD Album Sales		95%		113%		134%		160%		132%

		Current VAT Rate		16.0%		17.5%		16.0%		20.0%		25.0%

		Break-even VAT Rate		8.9%		9.0%		7.5%		8.7%		12.3%

		% Reduction in VAT		55%		51%		47%		43%		49%

		Annex H Rates		7%		5%		7%		10%		6%

		Potential Value of CD Album Sales (m euro)		3,630		5,430		1,350		1,140		610

		VAT Revenue (m euro)		320		490		100		100		70		1,080

		VAT Losses From Piracy

		Total Pirate Units (million)		50		116		78		123		9

		Value pirate Units @ average prices		544		1,483		696		1,616		105

		Potential VAT Loss		87		260		111		323		26		807
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SummaryAnalysis

		Quick Summary of Consumer Research on Lower VAT on CDs

		Sources:		Martin Hamblin GfK VAT related consumer OMNIBUS research for IFPI - December 2002

				Germany		UK		Spain		Italy		Sweden		Notes

		Reaction to reduced VAT

		Agree with the idea to reduce VAT		68%		72%		84%		83%		72%		Either 'strong agree or agree'		76%

		Disagree		13%		9%		4%		1%		11%		Either 'strong disagree or disagree'

		Agree that CDs should be classified as cultural		64%		73%		81%		85%		77%		Either 'strong agree or agree'

		Disagree		19%		16%		7%		2%		14%		Either 'strong disagree or disagree'

		Key Results

		Buyer Penetration		87%		81%		62%		52%		74%		Those who bought at least 1 CD in the past year

		Would by More CDs at the lower VAT rate		54%		53%		62%		62%		55%		Higher for high-piracy markets Spain and Italy.  The heavier buyers are more

		Mean Additional Quantity		14.3		15		9.3		9.4		9.7

		Std. Deviation Additional Quantity		7		8		7		7		7		Overall average of how many more CDs the additional buyers would buy
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Analysis-PriceBased

		Assessment of Impact of Lower VAT on CDs

		Based on the Martin Hamblin GfK VAT related consumer OMNIBUS research for IFPI - December 2002

		Provisional Results Only - May Change

				Germany		UK		Spain		Italy		Sweden		Notes

		Population Data (m)

		Total Population		82.2		59.5		39.9		57.5		8.8

		Over 16's Population		68.4		46.8		34		47.7		7.2		Italy = over 13's consistent with survey sample

		% Over 16		83.2%		78.7%		85.2%		83.0%		81.8%

		Music Buyers Data

		Music Buying Population (previous surveys)		31		29				18		8

		Music Buying 16+ Population (VAT survey)		53.1		37.9		21.0		24.6		5.1

		VAT Survey Results

		Buyer Rates (over 16's) %'s

		Total Buying at least One CD		77.7%		80.9%		61.8%		51.5%		71.3%

		Bought 1-2		10.1%		9.5%		10.3%		12.0%		25.7%

		Bought 3-5		19.4%		18.5%		21.8%		18.4%		17.3%

		Bought 6-10		20.3%		21.9%		14.4%		12.0%		8.3%

		Bought 11-20		16.0%		17.1%		9.1%		5.2%		4.6%

		Bought >20		11.9%		13.9%		6.2%		3.9%		15.4%

		Bought None		20.7%		16.2%		29.7%		39.5%		10.7%

		Buyer Rates (over 16's) People (m)

		Total Buying at least One CD		53.1		37.9		21.0		24.6		5.1

		Bought 1-2		6.9		4.4		3.5		5.7		1.9

		Bought 3-5		13.3		8.7		7.4		8.8		1.2

		Bought 6-10		13.9		10.2		4.9		5.7		0.6

		Bought 11-20		10.9		8.0		3.1		2.5		0.3

		Bought >20		8.1		6.5		2.1		1.9		1.1

		Bought None		14.2		7.6		10.1		18.8		0.8

		Would by More CDs %'s

		Average Buying at least One CD		54%		58%		62%		62%		55%		Average of 58%

		Mean Additional Quantity		54%		53%		62%		62%		55%

		Bought 1-2		53%		52%		75%		84%		61%

		Bought 3-5		61%		66%		83%		85%		61%

		Bought 6-10		60%		63%		86%		93%		65%

		Bought 11-20		63%		70%		84%		73%		70%

		Bought >20		69%		76%		74%		92%		89%

		Bought None		27%		25%		31%		40%		44%		Average of 33%

		Would buy More CDs People (m)

		Total Buying More		40.8		28.9		23.7		36.9		69.6

		Bought 1-2		3.7		2.4		2.2		3.5		1.0

		Bought 3-5		7.0		4.5		5.6		7.4		0.8

		Bought 6-10		8.5		6.7		4.0		4.9		0.4

		Bought 11-20		6.6		5.1		2.7		2.3		0.2

		Bought >20		5.1		4.6		1.8		1.4		0.8

		Bought None		9.8		5.8		7.5		17.4		0.7

		Additional CDs Would Buy

		Total Buying at least One CD (Std. Dev.)		7		8		7		7		7

		Bought 1-2		6		6		5		6		5

		Bought 3-5		6		8		7		8		7

		Bought 6-10		11		14		11		13		13

		Bought 11-20		18		22		20		20		19

		Bought >20 (minumum 20 assumed)		20		20		20		20		20

		Bought None		2		7		6		6		6		Average of 5 CDs per year

		Potential Additional CD Purchases Extrap. (units m)

		Total Buying at least One CD (Std. Dev.)		293		236		171		251		498

		Bought 1-2		21		14		12		20		5		71

		Bought 3-5		45		36		38		59		6		183

		Bought 6-10		97		91		45		62		5		300

		Bought 11-20		120		109		53		46		4		332

		Bought >20		102		91		35		27		16		272

		Bought None		18		39		42		99		4		202

		Total Additional Potential CD Purchases		402		379		225		314		39		Needs to be factored down to = shipment data

		Mean Purchases		8		8.9		8		4		5.7

		Purchase Volumes (Survey Measured)		425		337		168		98		29

		Survey / Shipments		2.3		1.5		2.4		2.6		1.1

		Potential Sales Scenario

		CD Albums 2001 (m)		185		219		71		38		26				539

		CD Albums Potential @ reduced VAT		175		247		95		61		34				612

		Total Potential Album Sales		360		466		166		99		60				1151

		% Increase Units		95%		113%		134%		160%		132%		Average of 103% across the five markets		113%

		Value Euro

		Value CD Albums 2001		2,014		2,800		634		499		304

		Average Unit Price		10.9		12.8		8.9		13.1		11.7

		VAT Rate		16.0%		17.5%		16.0%		20.0%		25.0%

		VAT Revenue		322		490		101		100		76

		Potential Value

		VAT Reduction (by proportion of current rate)		40%		45%		40%		50%		60%		47%

		New VAT Rate		6.4%		7.9%		6.4%		10.0%		15.0%

		New Price Workings

		Current VAT Contribution to Price		1.74		2.24		1.43		2.63		2.92

		New VAT Contribution to Price		0.70		1.01		0.57		1.31		1.75

		Difference in VAT price		1.05		1.23		0.86		1.31		1.17

		VAT-adjusted Average Unit Price		9.8		11.6		8.1		11.8		10.5		10

		Change in Price		-10%		-10%		-10%		-10%		-10%		-10%

		VAT-adjusted Potential CD Album Value		3,544		5,378		1,339		1,167		634		2,413

		% Increase Value		76%		92%		111%		134%		109%		104%

		New VAT Revenue		227		424		86		117		95		190

		Vat Revenue Change		-30%		-14%		-15%		17%		25%		-3%

		Currency Selection Cells		2		0.89468

		Base US Value 2001		1,802		2,505		567		447		272

		Break-even Analysis

		VAT Revenue Break-even Sales Value		5,035		6,221		1,584		999		507		2,869

		Break-even VAT Rate		9.1%		9.1%		7.6%		8.6%		12.0%		9%

		Other Cultural Products Annex H		7%		5%		7%		10%		6%		7%

		Potential Sales Scenario 2												Based on music buying population - row 9

		CD Albums 2001 (m)		185		219		71		38		26				539

		CD Albums Potential @ reduced VAT		120		135		0		78		30				364

		Total Potential Album Sales		305		354		71		116		56				903

		% Increase		65%		62%		0%		205%		117%				67%
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B-even Test

		Assessment of Impact of Lower VAT on CDs

		Based on the Martin Hamblin GfK VAT related consumer OMNIBUS research for IFPI - December 2002

		Provisional Results Only - May Change

				Germany		UK		Spain		Italy		Sweden		Notes

		Population Data (m)

		Total Population		82.2		59.5		39.9		57.5		8.8

		Over 16's Population		68.4		46.8		34		47.7		7.2		Italy = over 13's consistent with survey sample

		% Over 16		83.2%		78.7%		85.2%		83.0%		81.8%

		Music Buyers Data

		Music Buying Population (previous surveys)		31		29				18		8

		Music Buying 16+ Population (VAT survey)		53.1		37.9		21.0		24.6		5.1

		VAT Survey Results

		Buyer Rates (over 16's) %'s

		Total Buying at least One CD		77.7%		80.9%		61.8%		51.5%		71.3%

		Bought 1-2		10.1%		9.5%		10.3%		12.0%		25.7%

		Bought 3-5		19.4%		18.5%		21.8%		18.4%		17.3%

		Bought 6-10		20.3%		21.9%		14.4%		12.0%		8.3%

		Bought 11-20		16.0%		17.1%		9.1%		5.2%		4.6%

		Bought >20		11.9%		13.9%		6.2%		3.9%		15.4%

		Bought None		20.7%		16.2%		29.7%		39.5%		10.7%

		Buyer Rates (over 16's) People (m)

		Total Buying at least One CD		53.1		37.9		21.0		24.6		5.1

		Bought 1-2		6.9		4.4		3.5		5.7		1.9

		Bought 3-5		13.3		8.7		7.4		8.8		1.2

		Bought 6-10		13.9		10.2		4.9		5.7		0.6

		Bought 11-20		10.9		8.0		3.1		2.5		0.3

		Bought >20		8.1		6.5		2.1		1.9		1.1

		Bought None		14.2		7.6		10.1		18.8		0.8

		Would by More CDs %'s

		Average Buying at least One CD		54%		58%		62%		62%		55%		Average of 58%

		Mean Additional Quantity		54%		53%		62%		62%		55%

		Bought 1-2		53%		52%		75%		84%		61%

		Bought 3-5		61%		66%		83%		85%		61%

		Bought 6-10		60%		63%		86%		93%		65%

		Bought 11-20		63%		70%		84%		73%		70%

		Bought >20		69%		76%		74%		92%		89%

		Bought None		27%		25%		31%		40%		44%		Average of 33%

		Would buy More CDs People (m)

		Total Buying More		40.8		28.9		23.7		36.9		69.6

		Bought 1-2		3.7		2.4		2.2		3.5		1.0

		Bought 3-5		7.0		4.5		5.6		7.4		0.8

		Bought 6-10		8.5		6.7		4.0		4.9		0.4

		Bought 11-20		6.6		5.1		2.7		2.3		0.2

		Bought >20		5.1		4.6		1.8		1.4		0.8

		Bought None		9.8		5.8		7.5		17.4		0.7

		Additional CDs Would Buy

		Total Buying at least One CD (Std. Dev.)		7		8		7		7		7

		Bought 1-2		6		6		5		6		5

		Bought 3-5		6		8		7		8		7

		Bought 6-10		11		14		11		13		13

		Bought 11-20		18		22		20		20		19

		Bought >20 (minumum 20 assumed)		20		20		20		20		20

		Bought None		2		7		6		6		6		Average of 5 CDs per year

		Potential Additional CD Purchases Extrap. (units m)

		Total Buying at least One CD (Std. Dev.)		293		236		171		251		498

		Bought 1-2		21		14		12		20		5		71

		Bought 3-5		45		36		38		59		6		183

		Bought 6-10		97		91		45		62		5		300

		Bought 11-20		120		109		53		46		4		332

		Bought >20		102		91		35		27		16		272

		Bought None		18		39		42		99		4		202

		Total Additional Potential CD Purchases		402		379		225		314		39		Needs to be factored down to = shipment data

		Mean Purchases		8		8.9		8		4		5.7

		Purchase Volumes (Survey Measured)		425		337		168		98		29

		Survey / Shipments		2.3		1.5		2.4		2.6		1.1

		Potential Sales Scenario

		CD Albums 2001 (m)		185		219		71		38		26				539

		CD Albums Potential @ reduced VAT		175		247		95		61		34				612

		Total Potential Album Sales		360		466		166		99		60				1151

		% Increase Units		95%		113%		134%		160%		132%		Average of 103% across the five markets		113%

		Value Euro

		Value CD Albums 2001		2,014		2,800		634		499		304

		Average Unit Price		10.9		12.8		8.9		13.1		11.7

		VAT Rate		16.0%		17.5%		16.0%		20.0%		25.0%				20%

		VAT Revenue		322		490		101		100		76

		Potential Value

		VAT Reduction (by proportion of current rate)		55%		52%		47%		44%		50%		49%

		New VAT Rate		8.9%		9.0%		7.5%		8.7%		12.4%

		New Price Workings

		Current VAT Contribution to Price		1.74		2.24		1.43		2.63		2.92

		New VAT Contribution to Price		0.96		1.15		0.67		1.14		1.45

		Difference in VAT price		0.78		1.08		0.76		1.48		1.47

		VAT-adjusted Average Unit Price		10.1		11.7		8.2		11.7		10.2		10

		Change in Price		-7%		-8%		-8%		-11%		-13%		-10%

		VAT-adjusted Potential CD Album Value		3,640		5,446		1,356		1,150		616		2,442

		% Increase Value		81%		95%		114%		130%		103%		104%

		New VAT Revenue		323		491		102		100		76		218

		Vat Revenue Change		0%		0%		0%		0%		0%		0%

		Currency Selection Cells		2		0.89468

		Base US Value 2001		1,802		2,505		567		447		272

		Break-even Analysis

		VAT Revenue Break-even Sales Value		3,635		5,436		1,351		1,148		613		2,437

		Break-even VAT Rate		8.9%		9.0%		7.5%		8.7%		12.3%		9%

		Other Cultural Products Annex H		7%		5%		7%		10%		6%		7%

		This version simply tests the Break-even calculation works

		But is the change in price great enough to generate the consumer response?

		Summary Results

				Germany		UK		Spain		Italy		Sweden

		CD Album Sales Volume 2001 (m units)		185		219		71		38		26

		Total Potential Album Sales at Reduced VAT		360		460		160		90		60

		Potential % Increase in CD Album Sales		95%		113%		134%		160%		132%

		Current VAT Rate		16.0%		17.5%		16.0%		20.0%		25.0%

		Break-even VAT Rate		8.9%		9.0%		7.5%		8.7%		12.3%

		% Reduction in VAT		55%		51%		47%		43%		49%

		Annex H Rates		7%		5%		7%		10%		6%

		Potential Value of CD Album Sales (m euro)		3,630		5,430		1,350		1,140		610

		VAT Revenue (m euro)		320		490		100		100		70		1,080

		VAT Losses From Piracy

		Total Pirate Units (million)		50		116		78		123		9

		Value pirate Units @ average prices		544		1,483		696		1,616		105

		Potential VAT Loss		87		260		111		323		26		807
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SummaryAnalysis

		Quick Summary of Consumer Research on Lower VAT on CDs

		Sources:		Martin Hamblin GfK VAT related consumer OMNIBUS research for IFPI - December 2002

				Germany		UK		Spain		Italy		Sweden		Notes

		Reaction to reduced VAT

		Agree with the idea to reduce VAT		68%		72%		84%		83%		72%		Either 'strong agree or agree'		76%

		Disagree		13%		9%		4%		1%		11%		Either 'strong disagree or disagree'

		Agree that CDs should be classified as cultural		64%		73%		81%		85%		77%		Either 'strong agree or agree'

		Disagree		19%		16%		7%		2%		14%		Either 'strong disagree or disagree'

		Key Results

		Buyer Penetration		87%		81%		62%		52%		74%		Those who bought at least 1 CD in the past year

		Would by More CDs at the lower VAT rate		54%		53%		62%		62%		55%		Higher for high-piracy markets Spain and Italy.  The heavier buyers are more

		Mean Additional Quantity		14.3		15		9.3		9.4		9.7

		Std. Deviation Additional Quantity		7		8		7		7		7		Overall average of how many more CDs the additional buyers would buy
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Analysis-PriceBased

		Assessment of Impact of Lower VAT on CDs

		Based on the Martin Hamblin GfK VAT related consumer OMNIBUS research for IFPI - December 2002

		Provisional Results Only - May Change

				Germany		UK		Spain		Italy		Sweden		Notes

		Population Data (m)

		Total Population		82.2		59.5		39.9		57.5		8.8

		Over 16's Population		68.4		46.8		34		47.7		7.2		Italy = over 13's consistent with survey sample

		% Over 16		83.2%		78.7%		85.2%		83.0%		81.8%

		Music Buyers Data

		Music Buying Population (previous surveys)		31		29				18		8

		Music Buying 16+ Population (VAT survey)		53.1		37.9		21.0		24.6		5.1

		VAT Survey Results

		Buyer Rates (over 16's) %'s

		Total Buying at least One CD		77.7%		80.9%		61.8%		51.5%		71.3%

		Bought 1-2		10.1%		9.5%		10.3%		12.0%		25.7%

		Bought 3-5		19.4%		18.5%		21.8%		18.4%		17.3%

		Bought 6-10		20.3%		21.9%		14.4%		12.0%		8.3%

		Bought 11-20		16.0%		17.1%		9.1%		5.2%		4.6%

		Bought >20		11.9%		13.9%		6.2%		3.9%		15.4%

		Bought None		20.7%		16.2%		29.7%		39.5%		10.7%

		Buyer Rates (over 16's) People (m)

		Total Buying at least One CD		53.1		37.9		21.0		24.6		5.1

		Bought 1-2		6.9		4.4		3.5		5.7		1.9

		Bought 3-5		13.3		8.7		7.4		8.8		1.2

		Bought 6-10		13.9		10.2		4.9		5.7		0.6

		Bought 11-20		10.9		8.0		3.1		2.5		0.3

		Bought >20		8.1		6.5		2.1		1.9		1.1

		Bought None		14.2		7.6		10.1		18.8		0.8

		Would by More CDs %'s

		Average Buying at least One CD		54%		58%		62%		62%		55%		Average of 58%

		Mean Additional Quantity		54%		53%		62%		62%		55%

		Bought 1-2		53%		52%		75%		84%		61%

		Bought 3-5		61%		66%		83%		85%		61%

		Bought 6-10		60%		63%		86%		93%		65%

		Bought 11-20		63%		70%		84%		73%		70%

		Bought >20		69%		76%		74%		92%		89%

		Bought None		27%		25%		31%		40%		44%		Average of 33%

		Would buy More CDs People (m)

		Total Buying More		40.8		28.9		23.7		36.9		69.6

		Bought 1-2		3.7		2.4		2.2		3.5		1.0

		Bought 3-5		7.0		4.5		5.6		7.4		0.8

		Bought 6-10		8.5		6.7		4.0		4.9		0.4

		Bought 11-20		6.6		5.1		2.7		2.3		0.2

		Bought >20		5.1		4.6		1.8		1.4		0.8

		Bought None		9.8		5.8		7.5		17.4		0.7

		Additional CDs Would Buy

		Total Buying at least One CD (Std. Dev.)		7		8		7		7		7

		Bought 1-2		6		6		5		6		5

		Bought 3-5		6		8		7		8		7

		Bought 6-10		11		14		11		13		13

		Bought 11-20		18		22		20		20		19

		Bought >20 (minumum 20 assumed)		20		20		20		20		20

		Bought None		2		7		6		6		6		Average of 5 CDs per year

		Potential Additional CD Purchases Extrap. (units m)

		Total Buying at least One CD (Std. Dev.)		293		236		171		251		498

		Bought 1-2		21		14		12		20		5		71

		Bought 3-5		45		36		38		59		6		183

		Bought 6-10		97		91		45		62		5		300

		Bought 11-20		120		109		53		46		4		332

		Bought >20		102		91		35		27		16		272

		Bought None		18		39		42		99		4		202

		Total Additional Potential CD Purchases		402		379		225		314		39		Needs to be factored down to = shipment data

		Mean Purchases		8		8.9		8		4		5.7

		Purchase Volumes (Survey Measured)		425		337		168		98		29

		Survey / Shipments		2.3		1.5		2.4		2.6		1.1

		Potential Sales Scenario

		CD Albums 2001 (m)		185		219		71		38		26				539

		CD Albums Potential @ reduced VAT		175		247		95		61		34				612

		Total Potential Album Sales		360		466		166		99		60				1151

		% Increase Units		95%		113%		134%		160%		132%		Average of 103% across the five markets		113%

		Value Euro

		Value CD Albums 2001		2,014		2,800		634		499		304

		Average Unit Price		10.9		12.8		8.9		13.1		11.7

		VAT Rate		16.0%		17.5%		16.0%		20.0%		25.0%

		VAT Revenue		322		490		101		100		76

		Potential Value

		VAT Reduction (by proportion of current rate)		40%		45%		40%		50%		60%		47%

		New VAT Rate		6.4%		7.9%		6.4%		10.0%		15.0%

		New Price Workings

		Current VAT Contribution to Price		1.74		2.24		1.43		2.63		2.92

		New VAT Contribution to Price		0.70		1.01		0.57		1.31		1.75

		Difference in VAT price		1.05		1.23		0.86		1.31		1.17

		VAT-adjusted Average Unit Price		9.8		11.6		8.1		11.8		10.5		10

		Change in Price		-10%		-10%		-10%		-10%		-10%		-10%

		VAT-adjusted Potential CD Album Value		3,544		5,378		1,339		1,167		634		2,413

		% Increase Value		76%		92%		111%		134%		109%		104%

		New VAT Revenue		227		424		86		117		95		190

		Vat Revenue Change		-30%		-14%		-15%		17%		25%		-3%

		Currency Selection Cells		2		0.89468

		Base US Value 2001		1,802		2,505		567		447		272

		Break-even Analysis

		VAT Revenue Break-even Sales Value		5,035		6,221		1,584		999		507		2,869

		Break-even VAT Rate		9.1%		9.1%		7.6%		8.6%		12.0%		9%

		Other Cultural Products Annex H		7%		5%		7%		10%		6%		7%

		Potential Sales Scenario 2												Based on music buying population - row 9

		CD Albums 2001 (m)		185		219		71		38		26				539

		CD Albums Potential @ reduced VAT		120		135		0		78		30				364

		Total Potential Album Sales		305		354		71		116		56				903

		% Increase		65%		62%		0%		205%		117%				67%
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B-even Test

		Assessment of Impact of Lower VAT on CDs

		Based on the Martin Hamblin GfK VAT related consumer OMNIBUS research for IFPI - December 2002

		Provisional Results Only - May Change

				Germany		UK		Spain		Italy		Sweden		Notes

		Population Data (m)

		Total Population		82.2		59.5		39.9		57.5		8.8

		Over 16's Population		68.4		46.8		34		47.7		7.2		Italy = over 13's consistent with survey sample

		% Over 16		83.2%		78.7%		85.2%		83.0%		81.8%

		Music Buyers Data

		Music Buying Population (previous surveys)		31		29				18		8

		Music Buying 16+ Population (VAT survey)		53.1		37.9		21.0		24.6		5.1

		VAT Survey Results

		Buyer Rates (over 16's) %'s

		Total Buying at least One CD		77.7%		80.9%		61.8%		51.5%		71.3%

		Bought 1-2		10.1%		9.5%		10.3%		12.0%		25.7%

		Bought 3-5		19.4%		18.5%		21.8%		18.4%		17.3%

		Bought 6-10		20.3%		21.9%		14.4%		12.0%		8.3%

		Bought 11-20		16.0%		17.1%		9.1%		5.2%		4.6%

		Bought >20		11.9%		13.9%		6.2%		3.9%		15.4%

		Bought None		20.7%		16.2%		29.7%		39.5%		10.7%

		Buyer Rates (over 16's) People (m)

		Total Buying at least One CD		53.1		37.9		21.0		24.6		5.1

		Bought 1-2		6.9		4.4		3.5		5.7		1.9

		Bought 3-5		13.3		8.7		7.4		8.8		1.2

		Bought 6-10		13.9		10.2		4.9		5.7		0.6

		Bought 11-20		10.9		8.0		3.1		2.5		0.3

		Bought >20		8.1		6.5		2.1		1.9		1.1

		Bought None		14.2		7.6		10.1		18.8		0.8

		Would by More CDs %'s

		Average Buying at least One CD		54%		58%		62%		62%		55%		Average of 58%

		Mean Additional Quantity		54%		53%		62%		62%		55%

		Bought 1-2		53%		52%		75%		84%		61%

		Bought 3-5		61%		66%		83%		85%		61%

		Bought 6-10		60%		63%		86%		93%		65%

		Bought 11-20		63%		70%		84%		73%		70%

		Bought >20		69%		76%		74%		92%		89%

		Bought None		27%		25%		31%		40%		44%		Average of 33%

		Would buy More CDs People (m)

		Total Buying More		40.8		28.9		23.7		36.9		69.6

		Bought 1-2		3.7		2.4		2.2		3.5		1.0

		Bought 3-5		7.0		4.5		5.6		7.4		0.8

		Bought 6-10		8.5		6.7		4.0		4.9		0.4

		Bought 11-20		6.6		5.1		2.7		2.3		0.2

		Bought >20		5.1		4.6		1.8		1.4		0.8

		Bought None		9.8		5.8		7.5		17.4		0.7

		Additional CDs Would Buy

		Total Buying at least One CD (Std. Dev.)		7		8		7		7		7

		Bought 1-2		6		6		5		6		5

		Bought 3-5		6		8		7		8		7

		Bought 6-10		11		14		11		13		13

		Bought 11-20		18		22		20		20		19

		Bought >20 (minumum 20 assumed)		20		20		20		20		20

		Bought None		2		7		6		6		6		Average of 5 CDs per year

		Potential Additional CD Purchases Extrap. (units m)

		Total Buying at least One CD (Std. Dev.)		293		236		171		251		498

		Bought 1-2		21		14		12		20		5		71

		Bought 3-5		45		36		38		59		6		183

		Bought 6-10		97		91		45		62		5		300

		Bought 11-20		120		109		53		46		4		332

		Bought >20		102		91		35		27		16		272

		Bought None		18		39		42		99		4		202

		Total Additional Potential CD Purchases		402		379		225		314		39		Needs to be factored down to = shipment data

		Mean Purchases		8		8.9		8		4		5.7

		Purchase Volumes (Survey Measured)		425		337		168		98		29

		Survey / Shipments		2.3		1.5		2.4		2.6		1.1

		Potential Sales Scenario

		CD Albums 2001 (m)		185		219		71		38		26				539

		CD Albums Potential @ reduced VAT		175		247		95		61		34				612

		Total Potential Album Sales		360		466		166		99		60				1151

		% Increase Units		95%		113%		134%		160%		132%		Average of 103% across the five markets		113%

		Value Euro

		Value CD Albums 2001		2,014		2,800		634		499		304

		Average Unit Price		10.9		12.8		8.9		13.1		11.7

		VAT Rate		16.0%		17.5%		16.0%		20.0%		25.0%				20%

		VAT Revenue		322		490		101		100		76

		Potential Value

		VAT Reduction (by proportion of current rate)		55%		52%		47%		44%		50%		49%

		New VAT Rate		8.9%		9.0%		7.5%		8.7%		12.4%

		New Price Workings

		Current VAT Contribution to Price		1.74		2.24		1.43		2.63		2.92

		New VAT Contribution to Price		0.96		1.15		0.67		1.14		1.45

		Difference in VAT price		0.78		1.08		0.76		1.48		1.47

		VAT-adjusted Average Unit Price		10.1		11.7		8.2		11.7		10.2		10

		Change in Price		-7%		-8%		-8%		-11%		-13%		-10%

		VAT-adjusted Potential CD Album Value		3,640		5,446		1,356		1,150		616		2,442

		% Increase Value		81%		95%		114%		130%		103%		104%

		New VAT Revenue		323		491		102		100		76		218

		Vat Revenue Change		0%		0%		0%		0%		0%		0%

		Currency Selection Cells		2		0.89468

		Base US Value 2001		1,802		2,505		567		447		272

		Break-even Analysis

		VAT Revenue Break-even Sales Value		3,635		5,436		1,351		1,148		613		2,437

		Break-even VAT Rate		8.9%		9.0%		7.5%		8.7%		12.3%		9%

		Other Cultural Products Annex H		7%		5%		7%		10%		6%		7%

		This version simply tests the Break-even calculation works

		But is the change in price great enough to generate the consumer response?

		Summary Results

				Germany		UK		Spain		Italy		Sweden

		CD Album Sales Volume 2001 (m units)		185		219		71		38		26

		Total Potential Album Sales at Reduced VAT		360		460		160		90		60

		Potential % Increase in CD Album Sales		95%		113%		134%		160%		132%

		Current VAT Rate		16.0%		17.5%		16.0%		20.0%		25.0%

		Break-even VAT Rate		8.9%		9.0%		7.5%		8.7%		12.3%

		% Reduction in VAT		55%		51%		47%		43%		49%

		Annex H Rates		7%		5%		7%		10%		6%

		Potential Value of CD Album Sales (m euro)		3,630		5,430		1,350		1,140		610

		VAT Revenue (m euro)		320		490		100		100		70		1,080

		VAT Losses From Piracy

		Total Pirate Units (million)		50		116		78		123		9

		Value pirate Units @ average prices		544		1,483		696		1,616		105

		Potential VAT Loss		87		260		111		323		26		807
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SummaryAnalysis

		Quick Summary of Consumer Research on Lower VAT on CDs

		Sources:		Martin Hamblin GfK VAT related consumer OMNIBUS research for IFPI - December 2002

				Germany		UK		Spain		Italy		Sweden		Notes

		Reaction to reduced VAT

		Agree with the idea to reduce VAT		68%		72%		84%		83%		72%		Either 'strong agree or agree'		76%

		Disagree		13%		9%		4%		1%		11%		Either 'strong disagree or disagree'

		Agree that CDs should be classified as cultural		64%		73%		81%		85%		77%		Either 'strong agree or agree'

		Disagree		19%		16%		7%		2%		14%		Either 'strong disagree or disagree'

		Key Results

		Buyer Penetration		87%		81%		62%		52%		74%		Those who bought at least 1 CD in the past year

		Would by More CDs at the lower VAT rate		54%		53%		62%		62%		55%		Higher for high-piracy markets Spain and Italy.  The heavier buyers are more

		Mean Additional Quantity		14.3		15		9.3		9.4		9.7

		Std. Deviation Additional Quantity		7		8		7		7		7		Overall average of how many more CDs the additional buyers would buy
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