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Item 2.02.

Results of Operations and Financial Condition

The information in Item 7.01 below is incorporated by reference herein.
Item 7.01.

Regulation FD Disclosure

Warner Music Group Corp. is making the following information available. Except as otherwise indicated, the terms “we,” “us,” “our,” “ours,”
“Company” and “Warner Music Group” refer to WMG Acquisition Corp. The term “Parent” refers to Warner Music Group Corp., the indirect parent of Warner
Music Group.
Recent Developments
We have presented below certain preliminary estimated financial information of Parent for the fiscal year ended September 30, 2017 based on currently
available information. We have also presented below a preliminary estimate of Warner Music Group’s Consolidated EBITDA for the twelve months ended
September 30, 2017. Neither Parent nor Warner Music Group has finalized its results for the periods presented below. In addition, KPMG LLP, our
independent public accounting firm, has not performed any procedures with respect to the preliminary estimated financial information contained below, nor
have they expressed any opinion or other form of assurance on such preliminary estimated financial information or its achievability. These preliminary
estimates should not be regarded as a representation by Parent, us or our management as to our actual financial results for the periods presented below. The
preliminary estimated financial information presented below is inherently uncertain, is subject to change and Parent’s or our actual financial results may
materially differ from such preliminary estimates.
For the fiscal year ended September 30, 2017, Parent’s consolidated revenue is estimated to have been in a range of approximately $3,566 million to
$3,586 million, compared to $3,246 million for the fiscal year ended September 30, 2016. Revenue of Parent’s Recorded Music business, prior to
intersegment eliminations, is estimated to have been in a range of approximately $3,013 million to $3,028 million, compared to $2,736 million for the fiscal
year ended September 30, 2016, and revenue of Parent’s Music Publishing business, prior to intersegment eliminations, is estimated to have been in a range
of approximately $569 million to $574 million, compared to $524 million for the fiscal year ended September 30, 2016.
OIBDA for Parent is estimated to have been in a range of approximately $468 million to $478 million, compared to $507 million for the fiscal year ended
September 30, 2016. The Company’s Consolidated EBITDA is estimated to have been in a range of approximately $603 million to $613 million for the last
twelve months ended September 30, 2017, as compared to $555 million for the last twelve months ended September 30, 2016. The estimated OIBDA range
set forth above includes the impact of higher deferred variable compensation expense, primarily associated with the increase in the fair value of equity, as
well as higher investment in A&R, but the estimated Consolidated EBITDA range set forth above excludes the impact of the non-cash deferred compensation
expense.
Parent’s cash and cash equivalents are estimated as of September 30, 2017 to have been $647 million, which amount does not reflect the payment of interest
of approximately $46 million from the end of the fiscal quarter to the date hereof.
OIBDA and Consolidated EBITDA are non-GAAP measures. A reconciliation of the preliminary and estimated OIBDA ranges is set forth
below. However, specific quantifications of the amounts that would be required to reconcile the preliminary and estimated Consolidated EBITDA ranges set
forth above for the fiscal year ended September 30, 2017 and the last twelve months ended September 30, 2017, respectively, are not available without
unreasonable efforts. The Company believes that providing estimates of the amounts that would be required to reconcile the range of Consolidated EBITDA
to estimated net income (loss) for the fiscal year ended September 30, 2017 and the last twelve months ended September 30, 2017, respectively, would imply
a degree of precision that could be confusing or misleading to investors.
Senior Term Loan Credit Agreement Amendment
On November 28, 2017, Warner Music Group launched a process by which it is seeking lender consent to an amendment (the “Senior Term Loan Credit
Agreement Amendment”) to the credit agreement, dated November 1, 2012 (as amended by the amendments dated as of May 9, 2013, July 13, 2016,
November 21, 2016 and May 22, 2017), among Warner Music Group, the guarantors party thereto, the lenders party thereto and Credit Suisse AG, as
administrative agent, governing the Company’s senior secured term loan facility with Credit Suisse AG, as
2

administrative agent, and the other financial institutions and lenders from time to time party thereto. If approved, the Senior Term Loan Credit Agreement
Amendment (among other changes) will reduce the pricing terms of its outstanding term loans and change certain baskets governing the ability to incur debt
and liens, as well as adjust the thresholds below which the excess cash flow sweep is triggered.
Forward Looking Statements
Certain statements and information in this report, including the information with respect to Parent’s and our projected estimated financial results and
any statements other than statements of historical facts, may be deemed to be forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995, Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended.
Forward-looking statements are not guarantees of future performance and are subject to risks and uncertainties. There are a number of risks and uncertainties
that could cause Parent’s and our actual results to differ materially from those provided herein, including: the failure of the digital portion of the global
recorded music industry to grow or grow at a significant rate to offset declines in the physical portion of the global recorded music industry; downward
pressure on our pricing and our profit margins and reductions in shelf space; our ability to identify, sign and retain artists and songwriters and the existence or
absence of superstar releases; threats to our business associated with digital piracy; the significant threat posed to our business and the music industry by
organized industrial piracy; the popular demand for particular recording artists and/or songwriters and albums and the timely completion of albums by major
recording artists and/or songwriters; the diversity and quality of our portfolio of songwriters; the diversity and quality of our album releases; the impact of
legitimate channels for digital distribution of our creative content; our dependence on a limited number of digital music services for the online sale of our
music recordings and their ability to significantly influence the pricing structure for online music stores; our involvement in intellectual property litigation;
our ability to continue to enforce our intellectual property rights in digital environments; the ability to develop a successful business model applicable to a
digital environment and to enter into artist services and expanded-rights deals with recording artists in order to broaden our revenue streams in growing
segments of the music business; the impact of heightened and intensive competition in the recorded music and music publishing businesses and our inability
to execute our business strategy; risks associated with our non-U.S. operations, including limited legal protections of our intellectual property rights and
restrictions on the repatriation of capital; significant fluctuations in our operations and cash flows from period to period; our inability to compete
successfully in the highly competitive markets in which we operate; trends, developments or other events in some foreign countries in which we operate;
local economic conditions in the countries in which we operate; our failure to attract and retain our executive officers and other key personnel; the impact of
rates on other income streams that may be set by arbitration proceedings on our business; an impairment in the carrying value of goodwill or other intangible
and long-lived assets; unfavorable currency exchange rate fluctuations; our failure to have full control and ability to direct the operations we conduct
through joint ventures; legislation limiting the terms by which an individual can be bound under a “personal services” contract; a potential loss of catalog if
it is determined that recording artists have a right to recapture rights in their recordings under the U.S. Copyright Act; trends that affect the end uses of our
musical compositions (which include uses in broadcast radio and television, film and advertising businesses); the growth of other products that compete for
the disposable income of consumers; the impact of, and risks inherent in, acquisitions or business combinations; risks inherent to our outsourcing of
information technology infrastructure and certain finance and accounting functions; our ability to maintain the security of information relating to our
customers, employees and vendors and our music-based content; the fact that we have engaged in substantial restructuring activities in the past, and may
need to implement further restructurings in the future and our restructuring efforts may not be successful or generate expected cost-savings; the impact of our
substantial leverage on our ability to raise additional capital to fund our operations, on our ability to react to changes in the economy or our industry and on
our ability to meet our obligations under our indebtedness; the ability to generate sufficient cash to service all of our indebtedness, and the risk that we may
be forced to take other actions to satisfy our obligations under our indebtedness, which may not be successful; the fact that our debt agreements contain
restrictions that limit our flexibility in operating our business; our indebtedness levels, and the fact that we may be able to incur substantially more
indebtedness, which may increase the risks created by our substantial indebtedness; the significant amount of cash required to service our indebtedness and
the ability to generate cash or refinance indebtedness as it becomes due depends on many factors, some of which are beyond our control; risks of downgrade,
suspension or withdrawal of the rating assigned by a rating agency to us could impact our cost of capital; risks relating to Access Industries, Inc. (“Access”),
which, together with its affiliates, indirectly owns all of our outstanding capital stock, and controls our company and may have conflicts of interest with the
holders of our debt or us in the future. Access may also enter into, or cause us to enter into, strategic transactions that could change
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the nature or structure of our business, capital structure or credit profile; risks related to evolving regulations concerning data privacy which might result in
increased regulation and different industry standards; changes in law and government regulations; and risks related to other factors discussed in Parent’s
Annual Report on Form 10-K for the fiscal year ended September 30, 2016 and Quarterly Report on Form 10-Q for the quarterly periods ended December 31,
2016, March 31, 2017 and June 30, 2017.
Non-GAAP Financial Measures
This report includes a discussion of Parent OIBDA and Warner Music Group Consolidated EBITDA. These measures are non-GAAP financial measures
that in each case are not recognized under accounting principles generally accepted in the United States, or “GAAP”.
OIBDA is defined as Parent’s operating income (loss) before non-cash depreciation of tangible assets and non-cash amortization of intangible assets.
We consider OIBDA to be an important indicator of the operational strengths and performance of our businesses, including the ability to provide cash flows
to service debt. However, a limitation of the use of OIBDA as a performance measure is that it does not reflect the periodic costs of certain capitalized tangible
and intangible assets used in generating revenues in our businesses. Accordingly, OIBDA should be considered in addition to, not as a substitute for,
operating income, net income (loss) and other measures of financial performance reported in accordance with GAAP. The following is a reconciliation of the
preliminary estimated OIBDA ranges set forth above to preliminary estimated operating income:

OIBDA
Depreciation expense
Amortization expense
Operating income

For the Fiscal Year
Ended September 30, 2017
(unaudited)

For the Fiscal Year
Ended September 30, 2017
(unaudited)

$

$

$

468
(50)
(201)
217

$

478
(50)
(201)
227

Consolidated EBITDA as presented herein is a financial measure defined in the instruments governing Warner Music Group’s outstanding
indebtedness, including the indentures governing Warner Music Group’s outstanding notes as “EBITDA.” Consolidated EBITDA differs from the term
“EBITDA” as it is commonly used. For example, the definition of Consolidated EBITDA, in addition to adjusting net income to exclude interest expense,
income taxes, and depreciation and amortization, also adjusts net income by excluding items or expenses not typically excluded in the calculation of
“EBITDA” such as, among other items, (1) the amount of any restructuring charges or reserves; (2) any non-cash charges (including any impairment charges);
(3) any net loss resulting from hedging currency exchange risks; (4) the amount of management, monitoring, consulting and advisory fees paid to our sponsor
under its management agreement; (5) business optimization expenses (including consolidation initiatives, severance costs and other costs relating to
initiatives aimed at profitability improvement); (6) transaction expenses and (7) equity-based compensation expense. It also includes an adjustment for the
pro forma impact of certain projected cost-savings and synergies. Because not all companies calculate OIBDA and Consolidated EBITDA identically (if at
all), the presentations herein may not be comparable to other similarly titled measures used by other companies. Further, these measures should not be
considered as substitutes for the information contained in the historical financial information of Parent and Warner Music Group prepared in accordance with
GAAP.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
WARNER MUSIC GROUP CORP.
BY:

Date: November 28, 2017
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/s/ Paul M. Robinson
Paul M. Robinson
Executive Vice President, General Counsel and
Secretary

