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Item 1.01. Entry into a Material Definitive Agreement.
WMG Acquisition Corp. (“WMG” or the “Company”) has entered into an amendment, dated April 23, 2013 (the “ Revolving Credit Agreement

Amendment”) to its senior secured revolving credit agreement, dated November 1, 2012 (the “ Revolving Credit Agreement ”), among WMG, as borrower,
Credit Suisse AG, as administrative agent, and the other financial institutions and lenders from time to time party thereto.

The Revolving Credit Agreement Amendment reduces the applicable interest rate margin under the Revolving Credit Agreement to reflect current market
pricing upon the closing of the Incremental Credit Facility (as defined below) (or, in certain circumstances, earlier) and increases flexibility under the
Revolving Credit Agreement to make investments in non-guarantors so as to permit internal reorganizations and optimization of ownership structure in foreign
subsidiaries.

Item 2.02. Results of Operations and Financial Condition
See disclosure under “Recent Developments” in Item 7.01 below and incorporated by reference herein.

Item 7.01. Regulation FD Disclosure
Proposed Financing
In connection with certain proposed debt financing transactions by WMG, a subsidiary of Warner Music Group Corp. (“ Parent”), in connection with

the Company’s acquisition of Parlophone Label Group (“ PLG”) from Universal Music Group (“Universal”), a subsidiary of Vivendi (the “PLG
Acquisition”), the information set forth below and included in Exhibit 99.1 hereto, including certain information about PLG, is being provided to potential
lenders under the proposed Incremental Credit Facility (as defined below). The information set forth in Exhibit 99.1 hereto is incorporated herein by reference.
Except as otherwise indicated, the terms “we,” “us,” “our,” and “ours,” refer to WMG.

In connection with the PLG Acquisition, WMG is seeking a new $820 million delayed draw senior secured term loan (the “ Incremental Credit Facility”)
to finance the PLG Acquisition, pay related fees and expenses, and for general corporate purposes. The Incremental Credit Facility will be an incremental term
loan facility under WMG’s existing term loan credit agreement.

Proposed Debt Repayment
WMG currently intends to use approximately $175 million of available cash (i) to redeem approximately $72 million in aggregate principal amount of

WMG’s 6.000% Senior Secured Notes due 2021 and 6.250% Senior Secured Notes due 2021 (together, the “ Existing Secured Notes”) and to pay related call
premiums of 3% and (ii) prior to the completion of the Incremental Credit Facility financing, to repay approximately $100 million in aggregate principal
amount of borrowings under WMG’s existing senior secured term loan facility. The amount and timing of any such redemption or repayment, and the
indebtedness to be repaid, will depend on the amount of cash available and other circumstances at the time WMG elects to make any such redemption or
repayment.

Recent Developments
We have presented below certain preliminary estimated financial information of Parent for the three months ended March 31, 2013 based on currently

available information. We have also presented below a preliminary estimate of WMG’s Covenant EBITDA for the twelve months ended March 31, 2013.
Neither Parent nor WMG has finalized its results for the periods presented below. In addition, Ernst & Young 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 differ from such preliminary
estimates.



For the three months ended March 31, 2013, the Company’s consolidated revenue is estimated to have been in a range of approximately $665 million to
$685 million, compared to $623 million for the combined three months ended March 31, 2012. The Company estimates revenue of its Recorded Music
business, prior to intersegment eliminations, to have been in a range of approximately $546 million to $562 million, compared to $499 million for the
combined three months ended March 31, 2012, and revenue of its Music Publishing business, prior to intersegment eliminations, to have been in a range of
approximately $125 million to $129 million, compared to $127 million for the combined three months ended March 31, 2012.

Reported OIBDA for the Company is estimated to have been in a range of approximately $111 million to $121 million, compared to $85 million for the
combined three months ended March 31, 2012. The Company’s Covenant EBITDA is estimated to have been in a range of approximately $483 million to
$493 million for the last twelve months ended March 31, 2013, as compared to $454 million for the last twelve months ended March 31, 2012.

The Company also estimates its cash and cash equivalents as of March 31, 2013 to have been approximately $295 million, which amount does not
reflect its payment of interest of approximately $54 million on April 1, 2013.

Forward-Looking Statements
Certain statements and information in this report, including the information with respect to Parent’s and our projected estimated financial results, our

intention to redeem or repay existing indebtedness, statements regarding the consummation of the PLG Acquisition 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 continued decline in the global recorded music industry and the rate of overall decline in the
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 home copying and Internet downloading; 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 online music stores, in particular Apple’s iTunes Music Store, 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; our 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; the failure of regulators to approve the
PLG Acquisition; the risk that the PLG Acquisition may not be completed on the expected time table, or at all; failure to realize expected synergies and other
benefits contemplated by the PLG Acquisition; disruption from the PLG Acquisition making it more difficult to maintain certain strategic relationships; risks
relating to recent or future ratings agency actions or downgrades as a result of the PLG Acquisition or any associated financing; 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; further



consolidation of our industry and its impact on the competitive landscape of the music industry, specifically the acquisition of the recorded music business of
EMI Group (“EMI”) by Universal and of the music publishing business of EMI by a consortium led by Sony Corporation of America; 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 rate regulations on our Recorded Music and Music Publishing businesses; 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; 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, including any increase associated with additional indebtedness to be incurred in connection with the PLG Acquisition, 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
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 that 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 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; risks that Access may
also enter into, or cause us to enter into, strategic transactions that could change the nature or structure of our business, capital structure or credit profile; our
reliance on one company as the primary supplier for the manufacturing, packaging and physical distribution of our products in the U.S. and Canada and
part of Europe; 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 year ended
September 30, 2012 and Quarterly Report on Form 10-Q for the quarterly period ended December 31, 2012.

Non-GAAP Financial Measures; Basis of Presentation
This report includes a discussion of Parent OIBDA and WMG Covenant EBITDA. These measures are non-GAAP financial measures that in each case

are not recognized under accounting principles generally accepted in the U.S., or “GAAP”.

Because of the forward-looking nature of the estimated reported OIBDA and Covenant EBITDA ranges for the twelve months ended March 31, 2013
presented above, specific quantifications of the amounts that would be required to reconcile estimated net loss to estimated reported OIBDA and Covenant
EBITDA are not available. The Company believes that there is a degree of volatility with respect to certain of its GAAP measures, including certain
adjustments made in order to arrive at the relevant non-GAAP measures, which preclude the Company from providing accurate estimated GAAP to non-GAAP
reconciliations. The Company believes that providing estimates of the amounts that would be required to reconcile the range of the non-GAAP OIBDA and
Covenant EBITDA to estimated net loss for the twelve months ended March 31, 2013 would imply a degree of precision that could be confusing or misleading
to investors for the reasons identified above.

OIBDA is defined as Parent’s operating income (loss) before non-cash depreciation of tangible assets, non-cash amortization of intangible assets and
non-cash impairment charges to reduce the carrying value of goodwill and 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. Covenant EBITDA as presented herein is a
financial measure defined in the instruments governing WMG’s outstanding indebtedness as “EBITDA.” Covenant EBITDA differs from the term
“EBITDA” as it is commonly used. For example, the definition of Covenant 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; (5) business optimization expenses
(including consolidation initiatives, severance costs and other costs relating to initiatives aimed at profitability improvement) and (6) stock-based
compensation expense and also includes an add-back for certain projected cost savings and synergies. Because not all companies calculate OIBDA and
Covenant 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 WMG prepared in
accordance with GAAP. This presentation also includes WMG’s estimate of Covenant EBITDA for the twelve months ended March 31, 2013 on a pro forma
basis after giving effect to the PLG Acquisition. In preparing this estimate, WMG has included an adjustment that reflects an estimate of PLG’s EBITDA
(defined as its earnings before interest, taxation, depreciation and amortization) for the twelve months ended September 30, 2012.

The entities that comprise PLG are being divested by Universal in order to comply with divestiture conditions imposed by the European Commission in
connection with the acquisition by Universal of the Recorded Music business of EMI in September 2012. In certain cases, these businesses have been carved
out from businesses being retained by Universal. The financial information that was used to arrive at PLG’s EBITDA for the twelve months ended
September 30, 2012 and the other financial information relating to PLG set forth above and in Exhibit 99.1 hereto, includes certain summary pro forma
income statement data for the twelve-month period ended September 30, 2012 compiled from local statutory accounts for the entities that comprise PLG and
adjusted to reflect certain assets to be purchased by the Company or retained by Universal, as provided to the Company and its affiliates in connection with
the PLG Acquisition. The financial information relating to PLG set forth above was not prepared in accordance with GAAP, IFRS or any other body of
generally accepted accounting principles or any rules or regulations promulgated by the Securities and Exchange Commission including, without limitation,
Regulation S-X, and includes financial information relating to EMI Music France SAS. The financial information relating to PLG has not been independently
verified and no assurance can be given as to its accuracy or completeness in all respects. The Company’s estimate of its Covenant EBITDA for the twelve
months ended March 31, 2013 on a pro forma basis also includes WMG’s current estimate of certain anticipated synergies associated with the PLG
Acquisition.

This report also includes results for Parent that have been calculated on a combined basis. In accordance with GAAP and as a result of the acquisition
of Parent by Access in July 2011, Parent’s historical consolidated financial results for fiscal 2011 are presented in two periods: the period from July 20, 2011
to September 30, 2011 (“Successor”) and from October 1, 2010 to July 19, 2011 (“Predecessor”). The Successor period and the Predecessor period are
presented on different bases and are, therefore, not comparable. We believe that using 2011 results in this report as calculated on a combined basis enables a
meaningful comparison of Parent’s historical and estimated results. Results calculated on a combined basis have not been prepared in accordance with GAAP.

Item 9.01. Financial Statements and Exhibits
 

(d) Exhibits.
 

Exhibit
No.   Description

    99.1   Information regarding Warner Music Group Corp. and Parlophone Label Group provided to potential lenders.
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Paul M. Robinson
Executive Vice President, General Counsel
and Secretary

Date: April 25, 2013



Exhibit 99.1

PLG Overview
For the LTM period ending September 30, 2012, the latest period for which financial information for the PLG business has been provided in connection

with the proposed acquisition, PLG reported to WMG that the business had revenues of £308 million (or $471 million).

WMG Standalone Update
LTM 3/31/13E Covenant EBITDA is expected to be in the range of $483 – $493 million. Represents year-over-year growth of 6% – 8%.

Pro Forma Company
PLG has meaningful operational overlap with WMG and, as a result, WMG currently believes there are potential cost synergies of ~$70 million.

LTM 3/31/13E pro forma Covenant EBITDA of $653 – $663 million.

Pro forma Senior Secured net leverage range of 2.7x – 2.8x.
 
 See “Non-GAAP Financial Measures; Basis of Presentation” under Item 7.01 of this report for a description of Covenant EBITDA. WMG’s estimate for

pro forma Covenant EBITDA for the twelve months ended 3/31/13 includes EBITDA of £65.2 million (or $99.8 million) for the PLG business, as
provided to WMG in connection with the PLG Acquisition, and WMG’s current estimate of ~$70 million of synergies.

 Refer to the pro forma capitalization table below for calculation of pro forma Senior Secured net leverage.

1

2

1

2



Sources & Uses
 
($ in millions)         
Sources    Uses  
New Incremental Term Loan   $820    Purchase of PLG   $745  

    Fees and expenses    43  
    Cash to remain on balance sheet    32  

Total sources   $820    Total uses   $820  

Note: WMG also currently intends to use approximately $175 million of available cash to repay existing secured indebtedness. See pro forma capitalization
table below.
 
(1) As part of the PLG Acquisition, a subsidiary of the Company has also entered into a put option (the “Put Option”) with a subsidiary of Universal in

respect of the outstanding shares of EMI Music France SAS (“EMI France”). Pursuant to the terms of the Put Option, it is expected that the seller will,
upon completion of a consultation process with certain employee representatives of EMI France, exercise the Put Option and execute a definitive
agreement for the sale of EMI France in a form that has been agreed between the Company and Universal. The consideration for the purchase of EMI
France represents £72.6 million, or approximately $111.1 million, of the aggregate consideration payable for the PLG Acquisition. WMG expects that
the exercise of the Put Option and sale of EMI France shall be consummated in connection with the consummation of the PLG Acquisition; however, the
acquisition of EMI France may be delayed until after the closing of the other businesses of PLG or may not be completed if the consultation conditions
are not satisfied or if the seller does not exercise the Put Option. As such, the Term Loan may close in two separate draws.

(2) Includes $11 million transaction fee payable to Access Industries under the management agreement (as defined in the indenture governing WMG’s
existing unsecured notes).

(1)

(2)



Pro Forma Capitalization
 
        Cumulative Net    Adjustments        Cumulative      
   

Estimated
3/31/13  

  Leverage    Repayment 
of

Existing Debt 

 
Acquisition
Financing  

  Pro 
Forma
3/31/13  

  Net Leverage    
% of Total

Capitalization ($ in millions)     Low    High         Low    High    
Cash and cash equivalents   $ 295        ($ 175)  $ 32    $ 152        
$150mm Revolving Credit Facility    —           —      —       —          
Senior Secured Notes    723         (72)   —       651        
Existing Term Loan Facility    592         (100)   —       492        
New Term Loan Facility    —           —      820     820        

Total WMG Secured Debt   $ 1,315     2.4x     2.4x    ($ 172)  $ 820    $ 1,963     2.8x     2.7x     49.0% 

Sr. Unsecured Notes    765         —      —       765        
Total WMG Opco Debt   $ 2,080     4.0x     3.9x    ($ 172)  $ 820    $ 2,728     3.9x     3.9x     68.1% 

Sr. Unsecured HoldCo Notes    150         —      —       150        
Total debt   $ 2,230     4.3x     4.2x    ($ 172)  $ 820    $ 2,878     4.2x     4.1x     71.8% 

Cash Equity    1,129         —      —       1,129         28.2% 
Total capitalization   $ 3,359        ($ 172)  $ 820    $ 4,007         100.0% 

Net debt   $ 1,935           $ 2,726        

LTM 3/31/13E Covenant EBITDA     $ 483    $ 493         $ 483    $ 493    
PLG Adjustment      —       —            170     170    

LTM 3/ 31/ 13 pro forma Covenant
EBITDA     $ 483    $ 493         $ 653    $ 663    

 
(1) Net of $150 million of maximum cash applied to calculation of net leverage. Leverage calculation based on estimated 3/31/13 Covenant EBITDA range

of $483 million – $493 million (standalone) and $653 million – $663 million (pro forma for the PLG Acquisition and estimated synergies). See “Non-
GAAP Financial Measures; Basis of Presentation” under Item 7.01 of this report for a description of Covenant EBITDA. WMG’s estimate for pro forma
Covenant EBITDA for the twelve months ended 3/31/13 includes EBITDA of £65.2 million (or $99.8 million) for the PLG business, as provided to
WMG in connection with the proposed acquisition, and WMG’s current estimate of ~$70 million of synergies.

(2) Represents estimated cash balance as of 3/31/13. WMG currently intends to use approximately $175 million of available cash to redeem or repay
existing senior secured indebtedness. For purposes of this pro forma presentation, assumes the use of $175 million of available cash (i) to redeem $72
million in aggregate principal amount of WMG’s existing senior secured notes and to pay related call premiums of 3% and, (ii) prior to the completion of
the new term loan financing, to repay $100 million in aggregate principal amount of borrowings under WMG’s existing senior secured term loan facility.
The amount and timing of any such redemption or repayment, and the indebtedness to be repaid, will depend on the amount of cash available and other
circumstances at the time WMG elects to make any such repayment.

(3) Assumes €175 million senior secured notes converted at an exchange rate of 1 EUR = 1.27 USD as of March 28, 2013.

(1) (1)

(2)

(2)(3)

(2)



Recent Developments
($ in millions)   FYE September 30,   LTM ended  Quarter ending,       LTM ended 3/31/13E  
   2011   2012   12/31/12   3/31/12  3/31/13E     Low   High  
               low   high        
Recorded Music   $2,342   $2,275   $ 2,273   $499   $ 546   $562   $2,320   $2,336  
Music Publishing    544    524    519    127    125    129    517    521  
Intercompany eliminations    (19)   (19)   (18)   (3)   (6)   (6)   (21)   (21) 

Total revenue   $ 2,867   $ 2,780   $ 2,774   $ 623   $ 665   $ 685   $ 2,816   $ 2,836  
Recorded Music   $ 282   $ 283   $ 293       
Music Publishing    147    152    152       
Corporate expenses and elimination    (139)   (82)   (79)      

OIBDA   $ 290   $ 353   $ 366   $ 85   $ 111   $ 121   $ 392   $ 402  
Recorded Music margins    12%   12%   13%      
Music Publishing margins    27%   29%   29%      
Covenant EBITDA   $ 453   $ 464   $ 460    NA    NA    NA   $ 483   $ 493  
(1) See “Non-GAAP Financial Measures; Basis of Presentation” under Item 7.01 of this report for a description of Covenant EBITDA. See below for a

reconciliation of net income (loss) and OIBDA and Covenant EBITDA.

(1)



PLG Overview
PLG includes a broad range of some of the world’s best-known recordings and classic and contemporary artists spanning a wide array of musical

genres. PLG is comprised of the historic Parlophone label and Chrysalis and Ensign labels in the UK, as well as EMI Classics and Virgin Classics,  and
EMI’s recorded music operations in Belgium, Czech Republic, Denmark, France, Norway, Poland, Portugal, Slovakia, Spain and Sweden.

PLG’s top artists include Air, Alain Souchon, Camille, Coldplay, Daft Punk, Danger Mouse, David Bowie, David Guetta, Deep Purple, Duran Duran,
Gorillaz, Iron Maiden, Jean-Louis Aubert, Jethro Tull, Julien Clerc, Kylie Minogue, M. Pokora, Magic System, Pablo Alborán, Pink Floyd, Radiohead,
Roxette, Tina Turner and Tinie Tempah, as well as many developing and up-and-coming artists.

In connection with the PLG transaction, PLG has reported to WMG the following information about the PLG business:
 

(£ in millions)   Fiscal year ending,   LTM Sept 30, 
  3/30/11   3/30/12   2012  

Physical    156.8    193.5    158.3  
Digital    68.4    91.3    95.6  
Other    52.2    54.2    54.1  

Total sales   £ 277.4   £ 339.0   £ 308.0  
Total COGS    (134.9)   (186.1)   (162.0) 
Total gross profit   £ 142.4   £ 152.9   £ 145.9  

% gross margin    51.3%   45.1%   47.4% 
 

 EMI Classics and Virgin Classics brand names are not included with the PLG Acquisition. WMG intends to rebrand these businesses following the PLG
Acquisition.

 See “Non-GAAP Financial Measures; Basis of Presentation” under Item 7.01 of this report for a description of financial information about the PLG
business.

3

4

3

4



Acquisition Rationale
 
Highly Stable Recorded
Music Catalog

  

Large, diverse catalog of hundreds of thousands of recordings from thousands of artists across multiple territories and genres
 

Stable and predictable long-term revenue streams with highly scalable cost structure
 

WMG believes catalog has historically contributed a higher proportion of run-rate revenue than new music
 

Key catalog artists include David Bowie, Tina Turner, Deep Purple, Jethro Tull and Pink Floyd

Attractive Roster with
Strong New Release
Potential

  

Key roster artists include Coldplay, Tinie Tempah, Eliza Doolittle, Kylie Minogue and Danger Mouse in the UK, supported
by a strong roster in other PLG territories, including David Guetta and Pablo Alborán
 

Licensing, neighboring rights and brand partnerships will continue to drive high-margin revenue
 

EMI Classics and Virgin Classics are highly respected in the industry and are home to some of the top classical recordings of
the past century

Upside in Digital Revenue
Growth

  

Growth opportunity in digital music via higher-margin models with upside in the PLG European territories
 

European territories well positioned to benefit from growth in streaming services, with a particular focus in the Nordics

Increased Capacity in
Local Repertoire

  

Opportunity to strengthen WMG’s local repertoire, a segment of the market which is outgrowing international (Anglo/U.S.)
repertoire, which will help drive growth of revenues from emerging national digital services
 

Opportunity to expand WMG’s presence in European markets where WMG has historically been relatively weak; the acquired
repertoire provides sufficient scale to compete effectively in these territories

Increased Competition
  

Increased market share will put WMG on more competitive footing with Universal and Sony, globally and across the PLG
divested territories, which will lead to greater competition and promote innovation across the industry

Enhanced Analytics
Expertise

  

PLG’s consumer and partner data analytics tools (Insight) will not be conveyed in the transaction; however, the PLG employee
base, which built the system and used it for marketing and promotion and other decisions, will bring analytic expertise to
WMG to improve operating processes and ensure more efficient decision making

 
 EMI Classics and Virgin Classics brand names are not included with the PLG Acquisition. WMG intends to rebrand these businesses following the PLG

Acquisition.

5
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Synergies

  

PLG has meaningful operational overlap with WMG and, as a result, WMG currently believes there are potential cost synergies of ~$70 million
 

Integration of PLG team and infrastructure into WMG will include a “best of breed” rationalization analysis in certain functions and territories
to ensure optimal structure for the combined business post-transition



Covenant EBITDA Reconciliation
 

    FYE September 30,   LTM period ending,  
($ in millions)   2009   2010   2011   2012   12/31/12  3/31/13E  
Net Loss   ($ 104)  ($ 145)  ($ 206)  ($ 109)  ($ 162)  

Income tax expense    50    41    30    1    (16)  
Interest expense, net    195    190    213    225    221   
Depreciation and amortization    262    258    258    244    245   
Loss on extinguishment of debt    —      —      —      —      83   
Other (income) expense, net    (6)   4    (5)   (8)   (5)  

OIBDA   $ 397   $ 348   $ 290   $ 353   $ 366   $392–$402  

Restructuring costs       45    43   
Net hedging and foreign exchange

losses       1    6   
Management fees       8    8   
Transaction costs       16    12   
Business optimization expenses       6    8   
Other income (expense), net       5    (2)  
Pro forma savings       30    19   

WMG Covenant EBITDA      $ 464   $ 460   $ 483–$493  

PLG EBITDA        $ 100  

(+) Synergies        $ 70  
Pro forma EBITDA        $ 653–$663  

 
(1) From continuing operations.
(2) There are no reconciling items between Parent OIBDA and WMG OIBDA.
(3) Covenant EBITDA of WMG as presented herein is a financial measure defined in the indenture governing WMG’s existing unsecured notes as

“EBITDA”. Covenant EBITDA differs from the term “EBITDA” as it is commonly used. For example, the definition of Covenant EBITDA, in
addition to adjusting net income of WMG 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, (i) the amount of any restructuring
charges or reserves; (ii) any non-cash charges (including any impairment charges); (iii) any net loss resulting from hedging currency exchange risks;
(iv) the amount of management, monitoring, consulting and advisory fees paid to Access under the management agreement (as defined in the indenture
governing WMG’s existing unsecured notes); (v) business optimization expenses (including consolidation initiatives, severance costs and other costs
relating to initiatives aimed at profitability improvement) and (vi) stock-based compensation expense and also includes an add-back for certain projected
cost savings and synergies.

(4) Includes PLG EBITDA of £65.2 million for the LTM period ended 9/30/12 converted at an exchange rate of GBP:USD 1:1.53 as of 4/12/13.
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WMG Operating Performance Comparison
 

Metrics   CY2011  CY2012  

Quarter
Ended

3/31/13  
($ in millions)           
Y-o-Y Unit Sales (US)    (2.7%)   (1.2%)   7.2% 
YTD Market Share (US)    18.7%   18.9%   20.1% 



PLG Represents An Attractive Acquisition
 
Strategic and
operational fit

  

Stable Recorded Music catalog with attractive roster with strong new release potential
 

Upside in potential for digital revenue and growth via higher margin-models and in the PLG European territories
 

Increased capacity in local repertoire
 

Improved sponsorship & branding opportunities

Initial cost saving
opportunities

  

PLG has meaningful operational overlap with WMG and, as a result, WMG currently believes there are potential cost synergies of
~$70 million
 

WMG to identify “best of breed” in certain functions across both PLG and WMG overhead base
 

WMG believes potential cost synergies could come from various areas, including the integration of systems, logistics, office
buildings, supply chain and distribution channels as well as the integration of support and shared service functions in those territories
where duplication exists.
 

Transition Services Agreement with Universal expected to minimize disruption to the ongoing business
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