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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark One)
Xl ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT

OF 1934
For the fiscal year ended September 30, 2005
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to
Commission File Number 001-32502

® | Warner Music Group Corp.
(Exact name of Registrant as specified in its charter)

Delaware 13-4271875

(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

75 Rockefeller Plaza

New York, NY 10019 10019
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code: (212) 275-2000

Securities registered pursuant to Section 12(b) of the Act:
Title of each class Name of each exchange on which registered

Common Stock, $.001 par value New York Stock Exchange
Securities registered pursuant to Section 12(g) of the Act:
None

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities _
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant was required to file such reports), and
(2) has been subject to such filing requirements for the past 90 days. Yes No O

Indicate by check mark if the disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not
be contained, to the best of the registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part Il of this
Form 10-K or any amendments to this Form 10-K. [0

Indicate by check mark whether the registrant is an accelerated filer (as defined in Rule 12b-2 of the Exchange Act.) Yes 00 No X
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes 0 No X

As of March 31, 2005, there was no established market for the registrant’s common stock. The aggregate market value of common stock
held by non-affiliates as of September 30, 20035 was approximately $603,426,000, using the closing price per share of $18.51, as reported on
the New York Stock Exchange as of such date.

. As of November 24, 2003, the number of shares of the registrant’s common stock, par value $0.001 per share, outstanding was
8,460,662.724,

DOCUMENTS INCORPORATED BY REFERENCE
Certain information required by Part 111 of this report is incorporated by reference from the registrant’s proxy statement to be filed
pursuant to Regulation 14A with respect to the registrant’s fiscal 2005 annual meeting of stockholders.
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We believe these actions are beginning to have a positive effect. A survey as of May 2005 conducted by The NPD Group, a market
research firm, shows that about one-third of Americans aged 13 or older who had ever downloaded music from a file-sharing service stopped
using such file-sharing services over the past year, and an additional 27% reduced their downloading activity.

Music¢ Publishing
Background

Music publishing involves the acquisition of rights to, and licensing of, musical compositions (as opposed to recordings) from
songwriters, composers or other rightsholders. Music publishing revenues are derived from four main royalty sources: Mechanical,
Performance, Synchronization and Other.

In the U.S., mechanical royalties are collected directly by music publishers from recorded music companies or via The Harry Fox
Agency, a non-exclusive licensing agent affiliated with NMPA, while outside the U.S., performing rights organizations and collection societies
perform this function. Once mechanical royalties reach the publisher (either directly from record companies or from collection societies),
percentages of those royalties are paid to any co-owners of the copyright in the composition and to the writer(s) and composer(s) of the
composition. Mechanical royalties are paid at a penny rate of 8.5 cents per song per unit in the U.S. (although recording agreements sometimes
contain “controlled composition” provisions pursuant to which artist/songwriters license their rights to their record companies at as little as
75% of this rate) and as a percentage of wholesale price in most other territories. In the U.S., these rates are set pursuant to industry
negotiations contemplated by the U.S. Copyright Act and are currently increased at two-year intervals. For example, on January 1, 2004, this
rate went from 8 cents per song to 8.5 cents per song. On January 1, 2006, this rate will increase again to 9.1 cents per song. Recordings in
excess of 5 minutes attract a higher rate. In international markets, these rates are determined by multi-year collective bargaining agreements,

Throughout the world, performance royalties are typically collected on behalf of publishers and songwriters by performance rights
organizations and collection societies. Key performing rights organizations and collection societies include: The American Society of
Composers, Authors and Publishers (“ASCAP™), SESAC and Broadcast Music, Inc. (“BMI”) in the U.S.; Mechanical-Copyright Protection

ociety and The Performing Right Saciety (“MCPS-PRS Alliance”) in the U.K.; The German Copyright Society (“GEMA™) in Germany and
‘i.lapanese Society for Rights of Authors, Composers and Publishers (“JASRAC”) in Japan. The societies pay a percentage (which is set in
h country) of the performance royalties to the copyright owner(s) or administrators (i.e., the publisher(s)), and a percentage directly to the
songwriter(s), of the composition. Thus, the publisher generally retains the performance royalties it receives other than any amounts
attributable to co-publishers.

The worldwide music publishing market was estimated to have generated approximately $3.6 billion in revenues in 2004 according to
figures contained in the March 2, 2005 issue of Music & Copyright. We estimate that mechanical royalties are approximately 30% of 2002
industry revenues; performance royalties, 33%; synchronization, 13%; and other, 23%. Geographically, North America is the largest market
representing approximately 40% of the global publishing market,

The top five music publishers collectively account for over 65% of the market. Based on Music & Copyright's estimates, EMI Music
Publishing (“EMI Publishing”) and WMG (Warner/Chappell) are the market leaders in music publishing, holding 16.3% and 16.0% shares of
the market in 2004, respectively. They are followed by BMG at 13.8%, Universal at 12.5% and Sony/ATV Music Publishing LL.C
(“Sony/ATV™) at 7.4%. Independent music publishers represent the balance of the market, as well as many individual songwriters who publish
their own works.

The music publishing market has proven to be more resilient than the recorded music market in recent years as performance,
synchronization and other revenue streams are largely unaffected by piracy, and are benefiting
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from additional sources of income from digital exploitation of music in downloads and mobile phone ringtones. Trends in music publishing
vary by royalty source:

+  Mechanical: Although the decline in the recorded music market has begun to have an impact on mechanical royalties, this decline
has been partly offset by the regular and predictable statutory increases in the mechanical royalty rate in the U.S. (including an
increase from 8 cents to 8.5 cents per song in January 2004, and a further increase from 8.5 cents to 9.1 cents per song to occur in
January 2006), the increasing efficiency of local collection societies worldwide and the growth of new revenue sources such as
mobile phone ringtones and legitimate Internet and wireless downloads.

+  Performance: According to an April 2004 report from Enders Analysis, performance royalties experienced steady growth from 1999
to 2001. Continued growth is expected, largely driven by television, live performance and online radio streaming and advertising
royalties.

«  Synchronization: We believe synchronization revenues have experienced strong growth in recent years and will continue to do so,
benefiting from the proliferation of media channels, a recovery in advertising, robust videogames sales and growing DVD film
sales/rentals.

+  Other: According to Enders Analysis, print revenues grew steadily from 1999 to 2001. Continued growth in this category is expected
as well, as more people can afford musical instruments and lessons and online sheet music sales drive incremental revenues.

In addition, major publishers have the opportunity to generate significant value by the acquisition of small publishers by extracting cost
savings (as acquired libraries can be administered with little or no incremental cost) and by increasing revenues through more aggressive
marketing efforts.

WHERE YOU CAN FIND MORE INFORMATION

We are required to file annual, quarterly and current reports, proxy statements and other information with the SEC. These filings are not

deemed to be incorporated by reference in this report. You may read and copy any documents filed by us at the Public Reference Section of the

C, 450 Fifth Street, N.W., Washington, D.C. 20549. You may obtain information on the aperation of the Public Reference Room by calling

e SEC at 1-800-SEC-0330. Our filings with the SEC are also available to the public through the SEC*s website at htip./www.sec.gov, Our

common stock is listed on the NYSE under the symbol “WMG™. You can inspect and copy reports, proxy statements and other information
about us at the NYSE’s offices at 20 Broad Street, New York, New York 10005. We also maintain an Internet site at www.wmg.com. We make
available on our Internet website free of charge our annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on Form
8-K as soon as practicable after we electronically file such reports with the SEC. In addition, copies of our (i) Corporate Governance
Guidelines, (ii) charters for the Audit Committee, Compensation Committee and Executive, Nominating and Corporate Governance Committee
and (iii) Code of Conduct which is applicable for all or our employees including our principal executive, financial and accounting officers, are
available at our Internet site under “Investor Relations—Corporate Governance.” Copies will be provided to any stockholder upon written
request to Investor Relations, 75 Rockefeller Plaza, New York, New York 10019, via electronic mail at /nvestor. Relations@wmg.com or by
contacting Investor Relations at (212) 275-2000. Qur website and the information posted on it or connected to it shall not be deemed to be
incorporated by reference into this report.
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