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~ ALICIA KEYS UNPLUGGED
Exclusive Ringtones on MTV.COM




MATISYAHU

Most streamed video
on mtvU.com




~ KANYE WEST
2%Bill Concert Series
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OVER 125 MILLION WATCHED,/I.ISTENEﬂ, AND -
EXPERIENCED MUSIC ON MTy AND MTV2

~ AND 100 MILLION* MUSIC VIDEOS WERE STREAMED .
ON MTV.COM AND OVERDRIVE THIS YEAR |
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(Source: Nielsen Media, N*Power. MTV and MTV2 cumulative audience (P2+), music video and music-themed programmiing, 3Q05, 1+ minutes viewed. Qualifications available upon request)
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billboard.com/yearend, plus our annual top 10 lists of
personal favorites from Billboard staffers and a host of
guest artists.

Now, the Billboard crew is taking a short holiday
break.
you can keep checking billboard.biz for breaking
industry news.

We wish all of our readers Happy
Holidays and good luck in the

HIGHLIGHTS

Our next issue will be dated Jan. 7, 2006, but

Mileposts: Year-End Recap
Inside Track, Executive Turntable
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Green Day, Ciara, Kanye West and
Gretchen Wilson (pictured above)
are amongd the year’s top artists
as reported in our Special Year

in Music & Touring section

For complete coverage, see

page YE-1.
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Ringing In The New Year
With A Few Modest Proposals

mass market. An affordable phone offered
with a reasonably priced wireless music
subscription service would tell us onceand
for all if this wireless music thing is for
real or just a lot of hot air.

It has been a difficult year for all segments
of the music and touring business. Sales
totals are down in most major territories.
In the United States, even digital sales have
begun to slow.

It was a year in which the industry was
dogged by pay-for-play settlements, the CD
copy-protection debacle, a lack of progress
ondigital licensing and continued pain for
traditional retailers.

But, the calendar tells us it is time to
move on. With the optimism that a new
year brings, here is a wish list for the 12
months ahead, compliments of the
Billboard staff.

Sign Here: Perhaps nothing is more press-
ing—or more difficult—for the business
than the creation of a global solution for
music licensing. The simplification of li-
censing from market to market is essen-
tial if legitimate digital music offerings
are to keep up with the demands of music
fans around the world.

Less Is More: Yes, we need more hits. But
we also need fewer releases. Something
like 30,000 new album titles came out
this year, many selling only a handful of
copies. We applaud the ability of inde-
pendent labels to give niche artists ac-
cess to the marketplace, but at least 25%
of all releases typically come from the
majors. It seems impossible to expect
success on a major-label scale for that
many contenders. More prudent release
schedules would mean greater opportu-
nities to find a market for the most ar-
tistically and commercially worthy titles.

Name That Tune: Despite the growing
emphasis on music in advertising, the
music industry is not taking full
advantage of the branding oppor-
tunities for artists. It is high time
for labels and artist representatives
to demand that licensed music be
identified in advertising spots.

De-lovely Devices: Apple Com-
puter’s iPod/iTunes combo has cer-
tainly done the job of creating a
legitimate market for digital
music. But we are now at the point
s 5 where the industry would be bet-
o ter-served by competing devices and
> services. Surely someone can cap-
£ ture the public’s imagination with
;g} a sexy new device that works with
£ a diversity of subscription music

services. It is time to give Apple’s Steve
Jobs and his team a run for their money.

DRM Drama: The major labels need to
take a serious look at whether copy-
protected CDs make sense. Sony BMG’s
misadventure with copy protection was a
media disaster that only served to piss off
actual CD buyers. Let’s face it—the horse
left the barn more than 20 years ago when
CDs were launched without copy protec-
tion. At this point, putting speed bumps
in the road for those who want to make
digital copies may do little more than con-
tinue alienating consumers.

Hot Product: Speaking of pissing off con-
sumers, there has to be a better way to boost
album sales than by rereleasing titles with
new material. This practice only penalizes
those fans who rush out and make early
purchases. The industry would be better-
served by rewarding core fans with bonus
content and upgraded packaging on early,
limited-edition runs of new releases.

What Price Music? All labels need to get real
about the perceived value of music. It does
not matter if the music establishment thinks
$18.98 is a fair price for non-perishable en-
tertainment. With so many entertainment
opportunities vying for the wallet, the
consumer’s voice needs to be heard.

Dialing for Dollars: Mobile operator Sprint
has piqued our interest with its full-song
download music service, but the $2.50 per-
song price seems a bit steep to create a

Generation Next: The touring business is
crying out for more arena-level headlin-
ers. Labels, radio, promoters and venues
all have to play a part in developing the
next generation of touring talent. That
means long-term commitment to acts and

smarter packaging. Otherwise, the arena

market will continue to be dominated by
heritage acts and high-profile reunions.

Format War, Part One: How about a satel-
lite radio that could receive both Sirius
and XM signals? Consumers leery about
commiting to hardware that supports one
or the other service would be quicker to
take the plunge if they did not have to
choose. With a universal receiver they
could pick only one service—or subscribe
to both. The end result: incremental busi-
ness for each of the rivals.

Format War, Part Two: With studio sup-
port building for Blu-ray, the HD DVD
camp needs to fold its tent or find a way to
align with its rival as the next-generation
DVD format. A format war will create con-
sumer confusion, a nightmare for retail-
ersand a potential repeat of the DVD Audio
vs. Super Audio CD battle. In sum: No-
body wins.

On Good Terms: Europe needs to catch
up with the United States on copyright
duration. Under the 1998 Sonny Bono
Copyright Term Extension Act, sound re-
cordings are protected for 95 years in the
United States for post-1976 record-
. ings; otherwise, it is the artist’s life
plus 70 years. In Europe, the term
of protection expires after 50 years.
The 81-year-old French crooner
Charles Aznavour, whose early
recordings have fallen into the
public domain in Europe, has
pushed the European Com-
mission for reform. We are sure
Elvis Presley would speak up
too—if he could.

And Finally: Industry concerns
aside, we hope the world will be a
more peaceful place by this time
in 2006. That is something we can
all agree on.
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Let your colleagues know what’s on your mind. Send letters to Ken Schlager, Executive Editor, Billboard, 770 Broadway,
6th Floor, New York, N, 10003, or e-mail to letters@billboard.com. Include name, title, address and phone number for
verification. Letters should be concise and may be edited. All submissions published shall become the sole property of

Billboard, which shall own the copyright in whole or part, for publication.
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Thanks for making us #1

@Cable Network among Black Households. '

Music Video Countdown Show on Cable:
106 & Park. 2

@ Program on Cable among Black Households:
BET 25 Strong Silver Anniversary Special. °

New Original Series: Ultimate Hustler is currently
BET's #1 new original series this season. *

Awards Show on Cable Among
African-Americans: BET Awards ‘05. °

B
.
(3]

fm 27

Source: Nielsen Media Research Data. 1) MarketBreaks 9/26/05-11/13/05 Black HH & P2+ Black AA (000), claim based upon Cable Networks' Monday-Sunday Total Day, BET Total Day:
Monday-Saturday 9a-4a & Sunday 9a-5p; 2) StarMedia 10/3/05-12/4/05 (BET Season) 106 & Park (M-F 6pm-7:30pm) vs. MTV's TRL (M-F 5pm-6pm) claim based upon HH & P2+ AA (000);
3) MarketBreaks 9/26/05-11/13/05 Black HH AA {000) based on all cable programming; 4) StarMedia 10/3/05-12/0405 Uitimate Hustler premiere episodes only Tuesday 9pm-10pm vs.
other new original series, claim based upon HH & P2+ AA (000); S)MarketBreaks Calendar Year 2005: 12/27/04-11/20/05, Claim based upon Cable US Coverage Black HH Award Show
Ratings; 6) MarketBreaks Broadcast Calendar Years average 1996-2005, claim based upon Black HH AA (000); Further qualifications available upon request



THE ALBUM EVERYONE'S
BEEN WAITING FOR!

| PREDlCTABLE

INCLUDING THE SMASH SINGLE
"UNPREDICTABLE" FEAT. LUDACRIS
TAR APPEARANCES BY KANYE WEST
MARY J. BLIGE AND TWISTA!

PLUS GUESH

ALBUM EVERYWHERE 12.20.05
i

records
www_jamiefoxx.com | www; d om
©2005 a unit of Sony BMG Music Entertainment




lewsl .
FROW Jl /
F /7

>>>CCE SPINCO
TO OPERATE AS
LIVE NATION

CCE Spinco, the live
entertainment
division of Clear
Channel
Communications set
to be spun off Dec.
21, will begin its new
life under the Live
Nation banner.
According to a
source, Live Nation
refers to the
“community of fans,
artists and
employees who
share the same
passions for the live
concert experience.”
Public trading on
Live Nation will
likely begin Dec. 22
under the symbol
LYV on the New York
Stock Exchange.

>>>GOO0OGLE
ADDS MUSIC
SEARCH TOOL
Online powerhouse
Google has added a
new music search
function to its
popular search
engine. Music
searches on Google
will provide basic
song and album
data, album art,
pictures, reviews, as
well as links to e-
commerce and
digital retailers
including iTunes,
amazon.com,
Rhapsody, Wal-Mart,
MSN and others.
Google’s entry into
music search follows
the launch of a
similar tool by rival
Yahoo earlier this
year.

>>>DIRECTV
PARTNERS WITH
NETWORK LIVE
DirecTV has joined
the Network Live
music concert
collective as the first
TV distribution
partner. The satellite
operator gains
exclusive TV rights
to air Network Live
concerts. DirecTV
will begin offering
“sneak peeks” of the
programming this
month with an
exclusive
performance of the
John Mayer Trio.
New concert
footage will become
available in March.

continued on >>p14
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Royal Agreement

Prince, Universal sign

record, pub deals

mas shopping.

Alliance Entertainment Corp. CEO Alan Tuch-
man notes that Hanukkah comes later than usual
this year, while other merchants speculate that
music buying will kick in later because it is not

a top priority anymore.

“Music no longer has a dominant position in
the mind of shoppers,” says Don Rosenberg,
owner of the 10-unit Record Exchange of Roanoke
in Charlotte, N.C. “Video and videogames are
ahead of music, whichis probably No. 3 now.” An-
other merchant says music has become a stock-
ing stuffer rather than a priority gift, which means
that when consumers get done checking off their
lists, they will turn their attention to music.

Most merchants Billboard contacted held
out some hope. “There appeared to be a pickup
in sales last week, and while most merchants
still won’t say they are optimistic, they do admit
to being less negative on how the rest of the

Publisher Apologizes
To Online Lyrics Tool

But Will ‘Sorry’ Be A First Step To New Business Approach?

The saga started in early De-
cember, in what has become
almost standard practice: the
music industry using legal
threats to quash first, ques-
tion later an interesting new
technology.

Buton Dec. 15 there was aless
typical development: Warner/
Chappell chairman Richard
Blackstone and Jane Dyball, who
handles European legal affairs
for the company, privately and
publically apologizing to Walter

Bronfman’s Bet
WMG’s [PO one of
biz's few bright spots

Upl-i

BY ED CHRISTMAN

Not Much Holiday Cheer
For Music Retailers

NEW YORK—With album sales down 12.5% for
the first three weeks of the holiday season, ac-
cording to Nielsen SoundScan data, music mer-
chandisers are grasping for straws, praying that
the season can be salvaged through late Christ-

executive says.

! BY BILL WERDE |

Ritter, the 31-year-old Austrian
programmer behind PearLyrics.
PearLyrics was a clever and
simple application that searched
users’ files and the Web for lyrics
to import into their iTunes
folder. The soft-spoken Ritter
spends his days developing ap-
plications as a researcher at the
Vorarlberg University of Applied
Sciences. “This is just a hobby
of mine,” Ritter says. “I like to
create simple applications that
provide good usability.”

season will play out,” one senior distribution

Exclusively Yours

West, others give
retail special sets

The numbers for some retailers are worse than
what SoundScan’s indicate, as the strong sales of
acouple of massive retailers, including Wal-Mart
and amazon.com, appear to be painting a
brighter overall picture. Most merchants con-
tacted say same-store holiday sales are down
about 15% from last year, with some report-
ing declines as high as 25%. indeed, Lenny
Silver, owner of the eight-unit Record The-
atre chain in Buffalo, N.Y., says such sales at
the chain are down 22%.

“Things are going fine other than the
giant storm that wiped out two-thirds of
our business” Dec. 9, says Mike Dreese, CEO
of Brighton, Mass.-based Newbury Comics.
“We were shut half the day, and as aresult we
posted a 28% decline for the week. Since
then things have improved moderately but
we are still down about 15%” on a compa-
rable-store basis.

In contrast, overall weekly retail is up from
last year. According to the International
Councilof Shop- continued on >>pl14

PearLyrics had been down-
loaded about 15,000 times, Rit-
ter estimates, before he pulled
the plug on Dec. 6, following
Warner/Chappell’s cease-and-
desist letter.

W/C’s action, and the atten-
dant press response, drove the
application off of Ritter’s own site
and into peer-to-peer land, where
it will almost surely be down-
loaded at far greater rates than it
had been pre-hubbub.

continued on >>p14

Pick Up, It’s Madonna

Artist gets promotion
job done via Motorola
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Robbie Rocks

Williams deal shows
forward thinking
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Some merchants say Brit
singer/songwriter JAMES
BLUNT’S ‘Back to Bediam’
album is enjoying nice
sales growth.
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OVER 22 MILLION
FANS

THAT’S ONE HUGE GIG

e

Yahoo! Music has everything music fans want. Like access to over a million of the hottest
songs with the newly launched Yahoo! Music Unlimited. And features like streaming music
videos, LAUNCHcast radio, the latest news, and original and live content. it’s easy to see
why over 22 million music fans (and counting) are eager for a front row seat, every month.
This is huge.

© 2005 Yahoo Inc. All rights reserved. Source comScore Media Metrix—October 2005. q" I I I U s I C



>>>GOLDEN GLOBE
NOMS INCLUDE
CASH FILM,
‘PRODUCERS’

Music has a prominent
place among the
nominees for the 63rd
annual Golden Globe
Awards, with the
Johnny Cash biopic
“Walk the Line” and the
new screen version of
Broadway musical “The
Producers” among
them. Also picking up
multiple nods was the
CBS mini-series “Elvis,”
while the best original
song category brought
nominations for Dolly
Parton and Alanis
Morissette, among
others. The Golden
Globe Awards
ceremony will take
place Jan. 16 at the
Beverly Hilton Hotel
and will be broadcast
live on NBC.

>>>RADIO ONE
SITS OUT

HD ALLIANCE

Radio One, radio’s
largest African-
American operator, is
staying on the
sidelines of the HD
Digital Radio
Alliance—so far—
because of concerns
regarding the HD2
format allocation
process. With market
competitors uniting to
coordinate the rollout
of new HD2 multicast
channels, Radio One
worries about ending
up with formats that
do not fit its expertise.
Like Radio One, none
of radio’s largest
Hispanic owners—
Univision Radio,
Entravision
Communications and
Spanish Broadcasting
System—have joined
the alliance, which
counts eight of radio’s
largest companies as
charter members.

>>>REAL
LAUNCHES NEW
EURO SERVICE
RealNetworks, operator
of the Rhapsody digital
music service, is
launching in Europe a
new radio-centered
music operation called
RealMusic. The initiative
marks the company’s
biggest brand
development in Europe.
Initially launching in the
United Kingdom before
rolling out to other
European countries,

continued on >>pl16
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Others Vie For

MySpace’s Space

Social Networking Sites Emerge As Burgeoning Marketing Tool

The massive success of myspace
.com has putsocial networking
frontand center as the preferred
marketing channel to reach
today’s Internet-savvy youth.
Now other social networking
services have emerged—seek-
ing to capitalize on the MySpace
momentum with their own spin
on the concept.

The newest is TagWorld,
which launched in November,
but added a music component
Dec 12. As with MySpace, Tag-
World users create personal
Web sites with favorite photos,
music and links. Unlike My-
Space, users donotlink toeach
other, but rather “tag” their con-
tent with IDs—“punk,” for ex-

ample, or “modern art”—that
link to similar tags.

TagWorld members post
playlists that other members
can hear with a customized
media player. The service is lim-
ited to music from participating
artists. According to TagWorld
president Evan Risken, more
than 200 acts have taken part,
including the Ying Yang Twins,
Death Cab for Cutie, Sleater-
Kinney and Pitbull. The com-
pany seeks new labels and
artists, positioning the service
as a free marketing channel.

Artists can create profiles on
TagWorld and upload music
thatmembers can download or
stream, depending on the rules

SALES (cont.)

from >>p1l

ping Centers, sales increased
5.1% for the week ending Nov.
26, which included Black Fri-
day; the following week was up
3.5%; and the week ehding Dec.
10 grew 3.2%. The ICSC tabu-
lates its data by tracking weekly
same-store data issued by 75
publicly traded retail compa-
nies, including Wal-Mart, Sears,
Gap and Limited Brands.

The ICSC also notes that, de-
spite the growth, brick-and-
mortar stores are losing sales to
online merchants because of
high gas prices. More than one
out of every three online house-
holds say rising energy prices
would alter their holiday shop-
ping this season, according to
the Conference Board, and it is
not clear they will ever go back
to their old shopping habits.

“If energy prices recede,
there is no guarantee these con-
sumers will return to the malls,”
says Lynn Franco, director of
the Conference Board Con-
sumer Research Center. “They
may very well continue to point,
click and ship instead.”

Tuchman confirms the Con-
ference Board’s findings, say-
ing that online sales continue to
be strong for the season. AEC
provides fulfillment services to
hundreds of online stores.

While some music mer-
chants fear that CD sales are
down because of therise of dig-
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ital sales and piracy, other mer-
chants think there is nothing
wrong with the music industry
that some hits could not cure.

Chain executives say sales of
the top 40 best-selling albums
are down 35%-40% during this
holiday season. Indeed, Nielsen
SoundScan shows that the
broad category of current al-
bums is down 17.3% from last
year’s sales during the three
weeks beginning Nov. 21 and
ending Dec. 10. Meanwhile, cat-
alog sales are off only slightly,
down 1.9%.

While there does not appear
to be any must-have hit this
year, some merchants say Brit
singer/songwriter James Blunt’s
“Back to Bedlam” album is en-
joying some nice sales growth.

Not every music chain is ex-
periencing the big declines.
Kevin Stander, president of the
11-unit Record & Tape Trader
chain in Owings Mills, Md., says
music sales are down 6%-7%, all
because of the lack of hit re-
leases. “It's kind of a weird Christ-
mas,” he says. “l just don’t think
the product is there this year.”

Some retailers are worried
about the post-Christmas
weeks as well. “l would guess
that music sales are going to
drop another 8%-10% perma-
nently come January, when
everyone has their new iPods,”
Dreese says. eaon

they set. A reporting tool allows
artists to track song play, along
with listener demographics.

While TagWorld has about
150,000 members, a fraction of
MySpace’s 32 million, Habbo
Hotel has attracted 40 million
members worldwide since its
2000 launch.

Thesite targets 13- to 18-year-
olds, and lets users create cus-
tom characters that move
SIMS-style through “rooms,”
chatting with members via
thought boxes that appear near
their character.

In September 2004, the com-
pany began hosting artists. The
Gorillaz, Ashlee Simpson and
Bow Wow have visited and cre-
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Habbbo Hotel fea ures liketriesses of
such artists as ASHLEE SIMPSON

(shown on the red carpet).

ated customized likenesses to
chat with members.

The site works with bands for
short-term projects, but Timo
Soininen, CEO of Habbo Hotel
parent company Sulake, says
this will soon expand. The com-
panyis planning a community-
based Internet radio station
called Habbo Hut in the United
States, and a music-specific off-
shoot of the Habbo Hotel with
permanent artist “rooms.”

LYRICS (cont.)

from >>p11

W/C’s apology was the right
move, but may have come asa
result of a publicly posted ar-
gument from the Electronic
Frontier Foundation. Not only
was Ritter’s application prob-
ablylegal in the United States,
reasoned the EFF, but such
thyeats against U.S. develop-
ers could open Warner Music
Group to federal liability.

The music industry might
want to think these actions
through more thoroughly, and
not just to avoid legal strife. Dy-
ball’s letter to PearLyrics was
copied to Kevin Saul, an Apple
Computer lawyer, and links to
similar applications quickly
disappeared from the Apple
Web site.

This was two opportunities
lost. For one, by taking the text
from illegal lyrics sites, appli-
cations such as Ritter’s—which
seek norevenue and are, atleast
arguably, legal—were taking
eyeballs away from, and thus di-
minishing the ad revenue of the
very illegal, very revenue-
seeking sites that archive and
distribute unlicensed lyrics.

Major rights holders con-
fronted with these grass-roots
software developments might
also consider embracing them
as possible new business mod-
els as aggressively as they have
been in recent years about shut-
ting them down. How many ca-

sual music fans currently pay for
lyrics? And how much revenue
might be derived from working
to shut down illegal lyric sites
and monetizing, at incremental,
almost afterthought-like rates,
applications such as Ritter’s?
{(Another possibility, from EFF
attorney Fred von Lohmann: Let
fans acquirelyrics for free, since
publishers are paid when CDs
or downloads are purchased.)

We will probably not have
clarity soon. WMG has taken
some chances in the digital
space. Just over a year ago, it be-
came the first major to link its
recorded music and publishing
arms to streamline the licens-
ing of ringtones. More recently,
its digital-only label, Cordless,
launched in November and has
already yielded some minor
iTunes success.

This time around, however,
W/C’s press release, issued
jointly with Ritter, stopped short
of encouraging Ritter (or Apple)

- to getthese applicationsupand

running again. But there may
be hope.

Lauren Keiser, president of
the 100-plus member Music
Publishing Assn. (and of print
publishing company Carl Fis-
cher) tells Billboard that, in Jan-
uary, the MPA will start targeting
five or six lyrics (or guitar tab)
sites that make money from “il-
legally trafficking copyrighted

®

Even Friendster, one of the
original social networking sites,
partnered with peer-to-peer
service Grouper Networks to
add music and multimedia
earlier this year. Expect new
services to appear in coming
months, with emerging players
like Buzz-Oven, xanga.com and
mobile blog service Intercast-
ing gaining momentum in what
is already being called “the My-
Space generation.” esen

materials” with cease-and-desist
orders. And he says he is notin-
clined to approach these sites
first as potential partners. “If
someone was robbing your
bank,” he asks, “would you goto
them and say, ‘Hey, let’s split the
cut? ” It is this very same per-
spective—justified, perhaps, yet
ultimately stifling—that has
stalled the music industry again
and again during the digital
revolution.

But Keiser also says that after
he made the MPA initiative pub-
lic in early December, he was
bombarded with e-mails from
all over the world, from music
fans of every age. And some of
these responses, Keiser grants,
the ones that do not use lan-
guage that Billboard is uncom-
fortable reprinting, came up
with some good ideas. “I've
printed out a number of them,
which I'll show the board next
month,” he says. “I think our
members would be happy to
support sites that want to help
them exploit writers.”

Similarly, in W/C and Ritter’s
statement, the publisher com-
mitted to working with Ritter “to
provide consumers a convenient,
legal way to find accurate song
Iyrics.” Itisvague, butitis a start.
Maybe next time, whether it is
WMG or another major music
company, that dialogue will pre-
cede the threats. e
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RealMusic charges
customers £8.50 ($15)
per month to access
300 “CD-quality,”
advertising-free online
music-radio stations
produced by
RealNetworks’
European editors. The
music is licensed from
the four major labels
and several
independents.

>>>MUSIC BIZ
APPLAUDS EU

DATA RULES

The music industry on
Dec. 14 welcomed the
European Parliament’s
backing of new rules on
data retention that could
help in the fight against
music piracy. As
expected, European
members of Parliament
voted in Strasbourg,
France, to oblige
telecommunications
companies to keep data
on customers’ phone
calls, faxes, e-mails and
even text messages for
up to two years.

>>>RAPPER BROWN
TO UNDERGO
SURGERY FOR
HEARING LOSS

Foxy Brown, who says
she was diagnosed with
“sudden and severe
hearing loss” in May, told
reporters Dec. 15 that
she is “strong, resilient
and fortunate” and is
focused on the
“necessary surgery” to
restore her hearing. The
rapper is expected to
undergo surgery in
January.

>>>DYLAN TO HOST
WEEKLY XM SHOW
Bob Dylan has agreed to
host a weekly, one-hour
music show for XM
Satellite Radio’s Deep
Tracks channel,
beginning in March. It
marks the first time the
music legend has hosted
aradio show. Featuring
an eclectic mix of music
hand-picked by the
culturalicon, the
program will also
include commentary
from Dylan on music and
other topics, along with
him interviewing guests
and taking e-mails from
XM subscribers.

Compiled by Chris M.
Walsh. Reporting by
Antony Bruno, Leo
Cendrowicz, Ed
Christman, Brian Garrity,
Paul Heine, Barry A.
Jeckell, Juliana Koranteng
and Ray Waddell.
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New Imprint Lifts Off

Hyper Static Union Will Launch Rocketown Label RKT

NASHVILLE—Rocketown Records, owned by
veteran Christian pop artist Michael W. Smith, is
launching a new rock label, RKT Records.

The first act signed to the new venture, Hyper
Static Union, is being released through a part-
nership with top-selling rock band Third Day’s
new company, Firebird Productions.

Third Day frontman Mac Powell says Firebird
is simply a production company at this point, but
may become a full-service label. “We’re finding
the artists, making the records and then giving
them to RKT to market. It's a good relationship.”

Third Day will continue to record for Essential
Records, a label under Sony BMG’s Provident
Music Group umbrella. Its most
recent disc, “Wherever You Are,”
debuted at No. 8 on The Billboard
200 in November.

Fronted by singer/songwriter
Shawn Lewis, Hyper Static
Union got its start in the Pacific
Northwest, and the band’s music
was introduced to Powell by mu-
tual friends. The fledgling group
traveled to Atlanta and began
working with Third Day on this
new project. When Powell played
it for Rocketown president Don
Donahue, he “loved the music
and wanted to do everything possible to get it
to the masses.”

Rocketown will celebrate its 10th anniversary
next year. It has developed a reputation for releas-
ing introspective collections from such singer/
songwriters as Ginny Owens, Shaun Groves and
former flagship artist Chris Rice, who moved to
the Eb+Flo/INO Records roster earlier this year.

“The market has really shifted much younger
than what Rocketown’s audience traditionally has
been,” Donahue says. “There have been bands
that we've talked to that didn’t take us seriously
because we didn’t have a band.”

Thus Donahue says the company decided to
launch the new rock imprint, utilizing the same
marketing staff to work RKT product. Like Rocke-

Members of Third Day and Hyper Static Union celebrate
the launch of RKT with execs from Rocketown Records
and Overflow Management.

Billboard, Grammy Events Spike Sales

MTV Networks finally ap-
pears ready to join the digital
music race.

The company is preparing a
combination a la carte and sub-
scription digital music service
called Urge, expected to go live
in early 2006.

MTV tapped Microsoft to
help design and develop the
new service, elements of which
willbe embedded in a new ver-
sion of Microsoft’s Windows
Media Player, also expected
early next year.

According to sources close
to the effort, MTV is partner-
ing with MusicNet to offer
more than 2 million tracks from
major and independent labels.
MTYV says it will also make avail-
able such original content as
old “MTV Unplugged” per-
formances, original in-studio
recordings, music videos and
episodes of various MTV series
for download.

Other services include free
and subscription Internet radio
stations, social-networking fea-
[ tures and various search and
discovery tools.

town, RKT will be distributed by Sony BMG’s Prov-
ident-Integrity Distribution. Donahue describes
the new venture as a more “current sound, and
Rocketown as a more classic sound,” adding that
“Hyper Static and the Third Day connection made
itfeellike the right first thing to launch RKT with.”

Powell says of Rocketown, “They don’t putout
any bad music. I'm excited about being part of
that next step with them of having more modern
rock music.”

The first single from Hyper Static Union,
“Overhead,” will be released to Christian rock sta-
tions this month. The second single, “Sunny
Days,” will target Christian AC stations in April,

OF =i .

and the band’s debut album is set for a May 9 ar-
rival. The band is managed by Geoff Moore and
David Lipscomb, and is booked by Jeff Gregg of
Creative Artists Agency.

“So many people have helped us. We love, be-
cause of our success, being able to turn around
and return the favor to new artists and to get those
artists in front of people that need to hear the
music,” Powell says.

Hyper Static Union founders Ray Burnham
and Lewis are happy to be the firstact on RKT and
appreciate the boost they will get from Third Day’s
support. “Their fans are kind of rabid, and they’ll
cling to everything Third Day advocates. So we’ll
have the support of the ‘gomers,” ” Lewis says of
Third Day’s fans.

MTV first unveiled plans for
such a service more than a
year ago, when now-chief dig-
ital officer Jason Hirschhorn
bragged the company would
“blow this space wide open”
. at a digital music conference
in December 2004,
According to MTV Networks
Music Group president Van

LOS ANGELES—For the second
year in a row, the confluence of
Fox’s Dec. 6 telecast of the Bill-
board Music Awards and the Dec.
8 announcement of the Grammy
Award nominations generated
healthy pre-Christmas sales
spikes for several lauded acts.
Gwen Stefani, who was a win-
ner and a performer at the
BMAs, saw the biggest gain
among participants, as “Love.
Angel. Music. Baby.” leaps 51-38
onThe Billboard 200 witha 76%
gain. According to Nielsen
SoundScan, current albums by
BMA attendees Toby Keith
(64%), Green Day (46%), Larry
the Cable Guy (46%), Ashlee
Simpson (44%), Shakira (38%),
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Mariah Carey (37%), Ciara (28%)
and Kanye West (24%) also post
gains that beat the 23.7% rise that
industrywide album sales saw
over prior-week volume:

Most of the above-mentioned
beneficiaries earned multiple
Grammy noms. Carey and West
tied John Legend with eightnods,
more than any other artist. Leg-
end’s “Get Lifted” seesa 74% gain,
but with 7,000 sold for the week
falls shy of The Billboard 200.

All but one of the nominees
from the album of the year,
record of the year, song of the
year and best new artist cate-
gories who have albums on The
Billboard 200 saw a spike of at
least 23%. Aside from Stefani,

the largest percentage gains be-
long to new artist nominee Fall
Out Boy (No. 16; up 61%) and
Gorillaz’s “Demon Days” (No.
33, up 66%), the latter contain-
ing the act’s record of the year
nominee “Feel Good Inc.”
Including titles thatdo notap-
pear on The Billboard 200, al-
bums by 10 BMA participants
beat the market’s rise. ABC’s

American Music Awards, which:

this year moved to Thanksgiving
week, saw charting albums by 13
attendees beat that frame’s 30%
rise over prior-week volume. A
week earlier, the Country Music
Assn. Awards telecast on CBS
helped 16 artists surpass a 10%
uptick in album volume. <=

Toffler, the company wanted
to wait for the technology be-
hind today’s music subscrip-
tions to improve. Minor bugs
have dogged existing sub-
scription services, particularly
related to transferring songs
to portable devices.
Microsoft’s Janus technol-
ogy currently is the only digi-
tal-rights-management system
that supports subscription
portability. By having Microsoft
develop the back-end tech-
nology powering the Urge
service, MTV hopes to offer a
more seamless portable sub-
scription experience.
However, Urge will not be
compatible with the market-

BY ANTONY BRUNO

|MTV Preps Its
Digital Urge

leading iPod. For Urge to be a
success, MTV will have to con-
vince subscribers to buy a dif-
ferent device—a challenge that
has dogged every music sub-
scription service to date.

Toffler, meanwhile, says that
since digital content represents
only 5% of music sales, thereis
still plenty of room to compete
with Apple Computer, despite
the fact that MTV and Apple are
targeting the same audience.

“It was never about being
first to enter the market as
much as figure out a way to do
it right,” he says. “The advan-
tage of waiting is you see what
iTunes does, what Rhapsody
does, what MySpace does, and
try to put our own spinonit.”

The music industry, grow-
ing increasingly frustrated
with Apple’s refusal to budge
on variable pricing or iPod in-
teroperability, is hungry for
new digital services that can
help expand the base of digi-
tal music users. MTV is con-
sidered a particularly strong
addition, given its music her-
itage and extensive consumer
research activities.

“They've got incredibly rich
archival material,” says Adam
Klein, EMI Music executive VP
of strategy and business de-
velopment. “If they get to
use all of that and leverage
their brand, then they’ve got
the potential for something
pretty exciting.”

MTV plans to advertise the
service extensively through-
out its MTV, VH1and CMT mu-
sic channels—which collec-
tively reach 165 million viewers
per month—as well as on all
MTV-branded Web sites. Mi-
crosoft will promote the serv-
ice as part of its Windows Me-
dia Player outreach.

According to Klein, strong
marketing muscle is required
for subscription servicesto gain
traction. In addition to Urge,
Virgin Digital—another strong
music brand—is planning a
strong marketing push for its
relaunched subscription serv-
ice as well. d

Meanwhile, MTV has also
made a strategic investment
in Amp’d Mobile, a youth-
oriented mobile operator ex-
pected to launch before the
end of the year. Amp’d will cre-
ate videoclips, ringtones and
other mobile content from MTV
parent Viacom’s content, in-
cluding all its music channels,
Comedy Central and Spike TV.
Hirschhorn will sit on Ampd’s
board of directors. enes



“The world's about to discover Katie Melua"- Chicago Tribune, 2004
They were right!

Her second multi-platinum #1 album (#2 in Europe overall - Billboard Hot 100)
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Launching and toi-l-ring in the States in spring 2006.

Piece By Piece so far: #1 in UK, Norway, Holland. #2 in Denmark, Ireland, lceland. #5 in Germany, #8 in South Africa. #9 in Sweden
Top 20 in Portugal, Switzerland and New Zealand. Top 30 in France and Belgium.

Katie's first album “Call Off The Search” is six times Platinum
in the UK and has sold 3 million copies internationally.
Thanks to all our distributors:
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Album of the Year - The Emancipation of Mimi
Song of the Year - “We Belong Together
Record of the Year - “We Belong Together”

Best Female Pop Vocal Performance - “It's Like That”
Best Female R&B Vocat Performance - “We Belong Together
Best Traditional R&B Vocal Performance - “Ming Again’
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Best Metal Performance - “Before | Forget”
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Best Rap Solo Performance - “Number One Spot”
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Prince Of A Deal |

Universal Is Latest Label Stop For The Artist

LOS ANGELES—Prince and Universal Records
have confirmed a one-album agreement. Uni-
versal is said to be eyeing a spring 2006 release
for the forthcoming album, titled “3121.”

Prince’s one-album commitment continues a
pattern that developed following his self-described
tenure of “slavery” at Warner Bros. Records, which
ended in 1995.

Since then, he has entered into similar agree-
ments between his Web-centric NPG Music Club
and EMI, Arista and Columbia. Ata Dec. 13 press
conference in Los Angeles, the enigmatic, soft-
spoken artist would only describe the terms of
the deal as “great.”

On the heels of the deal, Prince also renewed
his agreement with Universal Music Publish-
ing Group.

A continuation of the worldwide publishing
administration pact Prince originally signed in
2002, the long-term deal also now gives Prince
the opportunity to develop new talent and “po-
tentially be involved in the music publishing as
well,” according to UMPG chairman/CEO David
Renzer. Though he declined to identify the artist,
Renzer says Prince is already far along in the de-
velopment of one project.

Prince declined to comment about the pub-
lishing deal, but called his recording pact simi-
lar to his most recent arrangement with Columbia.

“It’s not a contract,” he said. “I’ve been inde-
pendent for along time. Soto do any sort of agree-
ment, it would have to be in my interest. I got a
chance to structure exactly what I wanted. I would
challenge all artists to ask questions about digi-
tal rights, master ownership and other things.
Understand what you are signing. Don’t let
lawyers dictate.”

Prince was vague on details concerning the
new album and pending tour plans. Noting that
first single “Té Amo Corazén” is “not indicative
of the whole album,” he declined to discuss the
inspiration behind the Spanish-themed ballad or
the rest of the album.

Sitting next to Prince at the press conference
was his co-star in the song’s video, actress Mia
Maestro (“Frida,” “The Motorcycle Diaries”). The

deal and

publishing % X —. G

elationship.

video was directed by actress Salma Hayek and
filmed in Marrakech, Morocco.

Played at the start of the press conference, the
video debuted the same night acrossall of VH1’s
TV, broadband and wireless platforms. It is also
available online via the NPG Music Club site.

Prince noted that “you’ll be hearing about a
tour” for 2006, but did not indicate whether the
new album would be bundled with the price of
concert tickets, a strategy he employed—to great
success—with his 2004 Columbia album “Mu-
sicology.” The tour supporting that album drew
nearly 1.5 million people and grossed $90.2 mil-
lion, according to Billboard Boxscore.

“Musicology” debuted at No. 3 on The Billboard
200 and has since sold 2 million units, according
to Nielsen SoundScan. Recent albums include
2001’s “Rainbow Children” (157,000) and “Very
Best Of” (1.2 million) and 1999’s “Rave Un2 the
Joy Fantastic” (487,000). .

BY LEILA COBO |

BY MICHAEL PAOLETTA |

Dobson Targets Mainstream
Via Teen-Book Synergy

In a brand marketing twist, St. Martin’s Press
and Island Records will unite to cross-market
and promote the May 2006 teen novel “Inside
the Mind of Gideon Rayburn” by Sarah Miller
and Canadian singer Fefe Dobson’s second
album, “Sunday Love.”

Teen media marketing company Alloy En-
tertainment, which has been involved with such
best-selling teen novels as “The Sisterhood of
the Traveling Pants” and the “Gossip Girl” se-
ries, is responsible for “Gideon Rayburn.” That
successful lineage helps to explain a “Gidedn
Rayburn” first printing of 100,000 copies.

For an artist like 20-year-old Dobson, who
has yet to break into the mainstream, this mar-
keting campaign—which has the potential to
reach more than 25 million teens nationwide—
could change the course of her career.

Tina Wells, CEO of Buzz Marketing Group, a
teen marketing and communications agency in
New York, brokered the deal between St. Mar-
tin’s and Island.

While plenty of musicians have released their
own cross-marketed book and album proj-
ects, this appears to be the first high-
profile instance of an arranged mar-
riage between a music artist and an
unrelated book.

According to Jerome Kramer, man-
aging director/editor-in-chief of VNU
U.S. Literary Group, which over-
sees Billboard sister publica-
tions Kirkus Reviews and
The Book Standard, pub-
lishing houses “love
crossover promotion, es-
pecially if it hooks a book
up with an ostensibly
cooler form, like pop
music or film.”

In this case, “Gideon
Rayburn” and Dobson
will be used to introduce
and sell each other. “Per-
haps you’ll see Fefe in ads
for the book or the book in
an ad for Fefe,” Wells says.

Island Records is hoping
that a teen fiction tie-in
will help grow FEFE
DOBSON'’S audience.

St. Martin’s Press VP/associate publisher Lisa
Senz calls the partnership a “unique opportu-
nity” for the publishing house. “It has all the fresh-
ness of being able to connect with kids in a new
way.” And it may offer some retail opportunities,
such as a book/music event at a chain like Bor-
ders, which sells both. “We can bring something
different to retailers,” Senz says.

Though nothing is confirmed, Island VP of
marketing Eric Wong points to such possible
promotions as a “Gideon Rayburn”/Dobson
sweepstakes, access to exclusive Dobson
music downloads, posters and CD sampler
giveaways.

Viral marketing will occur on youth lifestyle
Web sites like facebook.com and myspace.com,
while gym boards in more than 4,000 high
schools will spotlight “Gideon Rayburn” and
Dobson. Print ads will appear in upcoming edi-
tions of Alloy magazine and other teen publi-
cations like Elle Girl.

According to Wells, other brand partners,
from fashion to mobile, have also expressed in-
terest in the numerous possibilities in-
herent in such a music/book cam-
paign. There is already talk of a
“Gideon Rayburn” movie.

All of which is great news for
Dobson, whose 2003 self-titled
debut album has sold 305,000

| copies, according to Nielsen
| SoundScan. Originally planned for
a2005 release, “Sunday Love”
is now scheduled to arrive
aroundthe sametime asthe
book. “Fefe and her music
will be an integral part of
every platform relating to the
book,” Island marketing di-
rector Mauro DeCeglie says.

While reading an advance
copy of “Gideon Rayburn,”

DeCeglie says the first thing
that came to his mind was

Dobson’s song, “Don’t Let
It Go to Your Head.”

“If you can have a
soundtrack to a film,

why not for a book?”
Wells wonders aloud. “Music
is @ conduit to kids’ lives.” -

SONY BMG’S GUTIERREZ
RETIRING FROM LATIN POST

n era ends for Sony BMG
in Latin America with the
Dec. 31 retirement of

Carlos Gutiérrez.
Gutiérrez, de-
scribed as anicon by many in the
industry—he signed a young
Shakira to her firstrecord deal in
1990—was appointed president
of CBS (later Sony) Colombia in
1973, and eventually presided
over Sony’s joint Colombia,
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Ecuador and Venezuela opera-
tion for more than 35 years.
Stepping into the role of pres-
ident of Sony BMG for Colombia,
Ecuador and Venezuela is Andrés
Lépez, who was most recently the
company’s VP of marketing. He
will continue to be based in Bo-
gotd, Colombia, reporting to
Kevin Lawrie, who will assume
the position of president of Sony
BMG Music Entertainment for

the Latin region on Jan. 1.

Under GutiérreZ's helm, Sony,
and now Sony BMG, was con-
sistently the leading music com-
pany in Colombia, one of Latin
America’s main markets.

“I leave with the great satis-
faction of having developed many
international artists here, and es-
pecially, having developed many
local acts,” Gutiérrez says.

Although the Colombian mar-

ketplace has been ravaged by
piracy and economic and politi-
cal turmoil that have cut sales by
atleasthalffrom its glory days in
the early 1990s, musically, the
country has flourished to become
an important breeding ground
for new musical trends, includ-
ing the folk-rock fusion embod-
ied by Carlos Vives and the
socially conscious songwriting
of Juanes.

Lépez will head a company
that is poised to launch at least
three acts internationally in 2006,
including newcomer Maria Is-
abel Mebarak (a cousin of
Shakira), ro‘ck/pop group Los De

Adentro and pop singer Maia.
Other priorities, aside from
the international exploitation of
these key acts, are the develop-
ment of the stilluntapped online
music marketplace and the bur-
geoning mobile opportunity.
“Thereis alot ofinterestand
demand for digital ringtones,
mastertones, ringback tones
and wallpaper, which is very
nascent in these three coun-
tries,” Lépez says, adding that
growth will depend on deals
reached with publishers.
Overall, while the music in-
dustry is going through a diffi-
cult phase in Latin America,

“Colombia has good conditions
for growth,” Lopez says. “We may
end the year at the same level as
last year, which means wearere-
covering [physical sales] and we
also have digital possibilities.”

Lépez, who joined Sony
Music in Bolivia in 1996, has a
degree in business and mar-
keting from the University of
Pennsylvania.

“We are confident that Andrés
is the right man to take over this
key position,” Lawrie says. “We
fully expect this territory to con-
tinue to develop important artists,
not only locally, but as in the case
of Shakira, for the world.” «--

Prince photo: Steve Granitz/Wireimage.com;
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BY LARS BRANDLE

BUYERS EYE SANCTUARY PUB

Company Open To Joint Venture; Studio Business Also On The Block

LONDON—Leading majorand
independent publishers are cir-
cling over Britain’s Sanctuary
Group, following the early-
December decision from the
debt-laden company to dispose
of its music publishing and
recording studio businesses.

Sanctuary Music Publishing,
until now regarded as a key as-
pect of the company’s “360-
degree” business model, is open
to discussions ona partnership,
the company’s co-founder and
current executive chairman.
Andy Taylor says.

“We are talking with eight dif-
ferent people about the possi-
bility of doing itas a joint venture
atvaryinglevels of involvernent,”
Taylor says. Without identifying
any of the potential partners, Tay-
lor confirms that music compa-
nies figure prominently in
negotiations.

Warner Music, which in mid-
year withdrew from acquisition
of the group, is not at the table,
Taylor says. Guy Moot, manag-
ing director of EMI Music Pub-
lishing U.K., says Sanctuary’s
music publishing assets “could
be interesting,” but adds thathis
company is not currently talking
with Sanctuary. Executives from
the other major music publish-
ers declined to comment.

“It's a seller’s market at the
moment. There should be alot
of interest,” says a well-placed
executive who chose to remain
nameless.

A source close to the com-
pany says the publishing cat-

alog, which includes works
from Axl Rose and UB40, gen-
erates several hundreds of
thousands of pounds annually.
Taylor declined to reveal a dol-
lar value for the entire pub-
lishing business.

“We’ve built a reasonable-
sized publishing business,” Tay-
lor says. “In light of our current
situation, we’re better to do that
[publishing] in partnership with
somebody . . . and keep the 360-
degree model.”

Sources suggest that Sanctu-
ary could raise through the sale
between £5 million and £7 mil-
lion ($8.7 million-$12.3 million),
but certainly not more than £10
million ($17.5 million). “I’d be
surprised if it's more than £5 mil-
lion,” one publisher says.

One sticking pointinany deal
might involve Kobalt Music
Group, which administers SMP
worldwide (excluding the United
Kingdom and Ireland) under a
pact forged in July 2003.

Sources say that Kobalt ex-
tended its pactin 2005 in view of
Sanctuary’s expansion plans in
the publishing arena.

Taylor says that Kobalt is
closely involved with the current
talks. Kobalt CEO Willard Ah-
dritz declined to comment.

Meanwhile, Deke Arlon,
chairman of Sanctuary Music
Publishing, has resigned, and
says he will be a consultant for
the company in the short term.
Arlon has led Sanctuary’s pub-
lishing activities since effectively
establishing the division in

i BY MELINDA NEWMAN |

Starbucks Digs Deeper Into Digital

With New Hear Music Stores

While some traditional record re-
tailers continue to shutter stores,
Starbucks is unveiling two new
Hear Music Coffeehouses.

The stores integrate a coffee
shop with a traditional record store
and digital download outlet.

The new outlets, located in San
Antonio and Miami Beach, Fla.,
expand on the prototype Coffee-
house that opened in March 2004
in Santa Monica, Calif.

Starbucks Entertainment pres-
ident Ken Lombard says that re-
search conducted at the Santa
Monica store showed that cus-
tomers wanted a deeper digital
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catalog for creating their own
CDs and fewer pre-existing phys-
ical goods.

Therefore, the San Antonio
and Miami Beach locations will
offer 1 million tracks for down-
load (up from 250,000 at the
Santa Monica store} and 5,000
physical titles (down from the
10,000in Santa Monica). Burned
CDs cost $8.99 for seven tracks
and 99 cents for each subsequent
track. Tracks are not available for
loading onto portable players.

The San Antonio store, located
on the touristy Riverwalk, opens
Dec. 19, while the Miami Beach

January 2001.
Also on the block are Sanctu-
ary’s recording studios, which
include the company’s flagship
Townhouse Studios in London.
Taylor says the studios would be
sold en masse, or piecemeal “if
the right deal came along.”
Sanctuary’s debt woes con-
tinue. In a statement issued to
the London Stock Exchange on
Dec. 5, the company admitted it
is likely to require additional
funding “in the near term.”

The songs of
AXL ROSE are
among those in
the Sanctuary
music publishing
catalog, now for
sale or in search
of partners.

location, in tony South Beach,
will open in early 2006.

Starbucks chairman Howard
Schultz says plans for more Cof-
feehouses are under way, adding
that Starbucks is “in the embry-
onic stages” of its music growth.

He declined to give details on
future sites for stores, butadded
that music is a profitable busi-
ness for the company.

“We believe there is the ability
to create the physical analog to
what Apple and iTunes have done
onthe Web, to have a substantial
library of digital music that could
be physically digitized and

Sanctuary has hired Evolution
Securities, the investment bank
business of London-based fi-
nancial services firm Evolution
Group, to explore the equity
fund-raising.

After registering consecutive
years of revenue growth, Sanc-
tuary recently said it expects a
pre-tax loss for the full year. «<--

Additional reporting by Susan
Butler in New York and
Emmanuel Legrand in London.
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burned in a retail environment.
Santa Monica was the testing
ground, and it exceeded all our
expectations.”

He adds that he does expect
stores to continue to carry phys-
ical titles. “This isnot one versus
the other,” he says.

Given that the new stores are
in areas with strong Hispanic
populations, Lombard says, “It
is critical to the success of the
stores that we connect with the
customers, so we will focus at-
tention on the Latin component.”

Additior}ally, Starbucks has
selected the second act for its

BY CHRIS M. WALSH |

INXS has pulled a coup, in
part because its new lead
singeris helping remind fans
of its old one.

INXS chose frontman J.D.
Fortune to replace the late
Michael Hutchence via reality
show competition “Rock Star:
INXS,” which CBS broadcast
from July through September.

Ratings for the show started
low, and critics wondered if
fans would find the idea disre-
spectful to the memory of
Hutchence, who died in 1997.

Such questions seem an-
swered, now that INXS’ new
record “Switch” has sold 75,000
copies inits first week accord-
ing to Nielsen SoundScan, the
band’s best opening in the
SoundScan era. INXS’ last
album (which was also its last

. with Hutchence), 1997’s “Ele-
. gantly Wasted,” sold 25,000

its first week.

“It’s doing surprisingly well,”
says Carl Melio, senior buyer for
retailer Newbury Comics.

Retail is not the only part of
the picture—INXS’ tour is selling
out, and radio and video out-
lets, most notably VH]1, are hav-
ing success with the band.

Hear Music Debut CD series, a
program designed to help break
new artists.

Sonya Kitchell, a 16-year-old
singer/songwriter from Massa-
chusetts, will release “Words
Came Back to Me” April 4
through Velour Music Group/
Starbucks Hear Music.

Unlike last April’s first offer-
ing—alive album from Antigone
Rising—Kitchell's album will be
available to all retailers simulta-
neously. Starbucks will provide
marketing supportand, as it does
with all projects it funds, it will
receive a portion of sales from

INXS Flips ‘Switch’
1 On Best Sales Debut

“They delivered the goods
in two ways,” says Rick Krim,
executive VP of music and tal-
ent relations for VH1, where
INXS currently ranks No. 4 on
the station’s top album chart
and No. 7 on its top video chart.
“They made a great record with
asingle that sounds like classic
INXS, and they have a new star
in the band. He’s truly com-
pelling, and vocally he’s in the
ballpark of Michael, so you hear
the older INXS songs.”

Bill Weston, PD of rock sta-
tion WMMR (93.3) Philadel-
phia, echoed the sentiment.
He says first single “Pretty
Vegas” “sounded like the old
INXS and it was a good song,
so we thought the older demos
would digit.”

The tour will kick off Jan. 18
and visit 31theaters with capac-
ities of 2,500-4,000 seats. Sales
have been “wildly successful,”
says John Scher, co-CEO of Met-
ropolitan Talent Presents, which
is producing the trek. Todate, 27
shows have sold out, including
datesin New York, Philadelphia,
Chicago and Washington, D.C.
A second leg is being eyed for
April/May. -

ese

outside outlets. Starbucks’ deal
with Kitchell is for three albums.

Lombard says the decision to
take a title exclusively is made on
anindividual basis. “It was obvi-
ous to us that wider distribution
was most appropriate,” he says.

Kitchell says, “I want everyone
to be able to hear my music—
whether they are in arecord store
or a Starbucks.”

Antigone Rising’s “From the
Ground Up” sold 94,261 copies
during its exclusive four-month
window at Starbucks. Since its
April release, it has sold 122,76
copies overall. ooe

Axl Rose photo: Kevin Mazur/Wirelmage.com
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VICTORY

VICTORY RECORDS is always looking for value adding players to join our team. Accounting, Business Affairs, Licensing,
Marketing, Promotion, Publicity and Sales superstars should apply. VICTORY can provide stability and growth. VICTORY
RECORDS is more than just another record label. We are a forward thinking lifestyle company and the premier, independent
rock brand. Join us and be a part of musical history. For more information visit the COMPANY INFO section of our website.

DIRECTOR OF INTERNATIONAL SALES AND MARKETING

We seek the right individual to coordinate all international {(ex - N. America) sales
and marketing activities for the Victory Records product line. This includes the
creation, implementation and overseeing of sales and marketing plans along with
acting as the liason with our international distribution partners. Candidate must
have a true grasp of the international music market along with proven sales expe-

DIRECTOR OF MUSIC PUBLISHING

Another Victory Inc. is seeking a Director of Music Publishing to run its opera-
tions. The ideal candidate will have a minimum of 3-5 years expertise in music
publishing administration along with the ability to creatively and successfully

| exploit our catalog and maximize copyright revenues. You should have an intense

passion for the music business, a substantial list of contacts and relationships as

! well as a true entrepreneurial desire to be part of a growing and important part of
rience. our business. :

anothervictory.com

FAX COVER LETTER / RESUME / SALARY HISTORY T0 312.873.3889

(WE RESPECT ALL APPLICANT'S INFORMATION WITH THE UTMOST IN ABSOLUTE CONFIDENTIALITY)
VICTORY RECORDS

346 N Justine St., Suite 504 WWW. v,c Tan YBEGUBDS.com

Chicago IL 60607
VICTORY WOULD LIKE TO THANK IT’S ARTISTS FOR AN UNPRECEDENTED 2005!

VICTORY RECORDS UK

85 - 87 Bayham Street

Camden Town, London NW1 0AG UK
Phone: +44 (0)207 4247896

Phone: 312-666-8661
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REVIEW

YEAR IN

~ BY BRIAN GARRITY

Anticipated Boom Was A Bust

Despite Positive Indicators, Sales Still Declined And Uncertainty Dominated The Industry

It all seemed so promising for
the music business heading
into 2005. CD sales were up, al-
beit ever so slightly, for the first
time in four years. Legitimate
purchases of downloads and
ringtones for the first time to-
taled in hundreds of millions
of dollars. And file traders and
peer-to-peer network operators
were on the run from industry
lawsuits. The seeds of recorded-
music’s recovery from Napster,
it appeared, had been sown at
long last.

Buta funny thing happened
in year two of the industry’s an-
ticipated comeback story: The
turnaround never materialized.

During the last 12 months,
CD sales took two steps back,
rather than one step forward,
retreating about 8% to 2003
unit volume levels, according
to Nielsen SoundScan. Even
with blossoming digital down-
load sales factored in, total
music sales are still running
behind 2004 by 4%.

Industry executives are
grappling with the vexing
question of just what went
wrong in the last year. Some
blame the sales letdown on the
dearth of superstar product in
2005. Other industry watchers
point to growing cannibaliza-
tion by iPods and CD burning.
Still others say the digital
music market is developing
too slowly, even with its gains.

This much is clear: All the
label restructurings, anti-piracy
efforts, aggressive pricing
strategies and increased digi-
tal distribution sales were not
enough to save the music busi-
ness from itself in 2005.

If anything, recorded-music
companies were confronted
with the reality that no magic-
bullet solutions exist to their
problems, as many of their heav-
ily hyped initiatives fell short of
expectations in the near term.

The popularity of iPod and
iTunes did not create a new
dominant musicformat. Label
executives are expressing con-
cern that despite a 150% in-
crease in digital track sales in
2005, driven by Apple Com-
puter, iTunes is not developing
quickly enough to offset the
flagging CD business. Internet
piracy did not decline signifi-
cantly in the wake of the
Supreme Court’s ruling against
Grokster in July.

CD content protection not
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only failed to stop unautho-
rized copying of music, it
emerged as a liability for labels
distributing the technology
(see story, page 40). DualDiscs
have not caught the imagina-
tion of consumers or the in-
dustry at large as the savior of
physical product, despite fa-
vorable reviews. Concerns over
demand, production costs and
compatibility have many labels
cool to the concept.

The merger of Sony and
BMG did not shift the balance
of power among the major
labels. And the initial public
offering of Warner Music
Group was not a home run
payday for investors.

WARNING SIGNS
As 2006 approaches, improving
operations, reviving physical

BRONFMAN

sales, fanning digital music
commerce and stamping out ca-
sual piracy remain monumen-
tal challenges for an industry in
wrenching transition.

The warning signs that some-
thing was amiss in 2005 were
apparent from the get-go.

The album business was al-
ready skidding badly by the
close of 2004. A 7% gain in
overall industry sales as of
mid-September that year had
dwindled to a razor-thin 1.6%
margin by the end of 2004.

The downward spiral only
continued as 2005 opened.
First-quarter album sales
stumbled out of the gate, dip-
ping 9% year over year in part
because a blockbuster Valen-

tine’s Day/Grammy Award
selling period—a key lynch-
pin of 2004’s success—never
materialized.

As 2005’s sales sputtered,
distraction was the dominant
theme for three of the four
major labels. WMG was busy
prepping for its initial public
offering, EMI was feeling the
pressure of delivering hit
product on a time schedule
that matched the agenda of its
investors, and Sony BMG was
bogged down integrating its
operations—an effort that was
hamstrung as executives from
the old Sony and BMG enti-
ties were locked in internal
power struggles for turfin the
new company.

Further adding to the in-
dustry’s distractions was New
York Attorney General Eliot

inated headlines in the first
half of the year. The label group
raised $554.2 million in the
May 11 deal—20% less than its
initial target.

The deal sparked soul
searching throughout the in-
dustry, as many executives
winced at the high-profile col-
lision of artand commerce. To
ready itself for the IPO, the
company cutdeep into its cost
structure, stripping out more
than $250 million in overhead,
a move that caused much
hand-wringing in the industry
and among leading WMG acts
like Linkin Park.

But perhaps the biggest im-
pact of the deal is that it clouded
the potential for a much-antic-
ipated merger with EMI. The
IPO’s inability to create a
strong currency has raised

BUSINESS: THE
TOP STORIES

*Warner Music Group
raises $554.2 million in
1PO.

*Sony and BMG clash over
the future of CEO Andrew

Lack.

*EMiinks $25 million
revenue-sharing deal

with Korn.

*Universal Music Group
demands payment for

music videos.

*CD sales stumble; down
8% from 2004.

Spitzer’'s looming investiga-
tion into pay-for-play prac-
tices. Sony BMG and WMG
would settle with Spitzer’s of-
fice by year’s end, agreeing to
change their promotion prac-
tices and make charitable do-
nations, but they did not admit
any wrongdoing.

Avoiding these headlines
was market leader Universal
Music Group, which reached
new heights of market-share
dominance with a string of hits
from 50 Cent, Kanye West, the
Game, the Black Eyed Peas, the
Pussycat Dolls, Gwen Stefani
and others.

WMG’s IPO and the chal-
lenges of operating a music
label as a public company dom-

questions over who would be
the buyer and who would be the
seller in a proposed transaction.

Infighting at Sony BMG
ruled the headlines in the sec-
ond half of 2005. As the year
came to a close, BMG and Sony
executives were engaged in
open warfare over the future
of Sony BMG CEO Andrew
Lack. Lack’s contract is up in
March, and Bertelsmann ex-
ecutives want to replace him
in favor of chairman Rolf
Schmidt-Holtz when the deal
is up, if not sooner. Sources
close to Lack maintain that he
is not going anywhere.

So far the merger has failed
to live up to expectations. The
combination initially was ex-

pected to challenge UMG’s po-
sition as the industry kingpin.
Sony BMG’s combined pre-
merger market share of 30.2%
overshadowed UMG’s 27.1%.
But after a year of aggressive
cost-cutting and integration ef-
forts, the company is still run-
ning second to UMG in terms
of market share, partially be-
cause of a cooling off of the
once red hot Zomba Group.
The last straw for Bertels-
mann executives came in July
when Sony BMG COO Michael
Smellie—the highest-ranking
former BMG executive involved
in the day-to-day operations of
the joint venture—announced
plans to exit the company at
year’s end, and Lack indicated
he wanted to eliminate the po-
sition. Bertelsmann execs were
also unhappy with Lack’s re-

e

newal of Bruce Springsteen’s
contract, which sources value
at $100 million. The situation
remains in flux.

EXECUTIVE SHUFFLE
Each year brings its share of
high-profile executive re-
shuffling, and 2005 was no
different.

In August, Jason Flom was
ousted as co-chairman/CEO
of Atlantic Records Group,
and Atlantic absorbed his
Lava imprint.

WMG’s East Coast label op-
eration was turned over to
chairman/CEO Craig Kallman
and president Julie Greenwald.
Creatively, WMG continues to
transform itself under

recorded-music boss Lyor
Cohen. In April the company
inked a $30 million joint ven-
ture with Sean “Diddy” Combs’
Bad Boy Records.

Flomlanded at EMI’s Virgin
Records as chairman/CEO in
October. His hire came less than
a week after Matt Serletic
stepped down as chief of the
struggling label. The shift in top-
pers also caused a reshuffle on
the GM level, as Serletic’s op-
erations chief Larry Mestel ex-
ited in November to make room
for Flom’s second in command,
former Lava GM Lee Trink.

The Sony Music Label Group
in December reworked its exec-
utive structure in the United
States. Michele Anthony was
named president of the group,
adding to her titles of COO of
the group and executive VP of
Sony BMG Music Entertain-
ment. Additionally, Epic Records
boss Steve Barnett was named
chairman of Columbia Records
Group, replacing the outgoing
Will Botwin, and Charlie Walk,
previously executive VP of cre-
ative marketing and promotion
for Columbia Records Group,
took over for Barnett as the head
of Epic Records.

NEW AVENUES

Through the year the labels in-
creasingly attempted to reduce
their reliance on CD sales.

UMG led the way witha
range of revenue-expansion
deals, including charging on-
line services for access to
music videos, investing in mo-
bile phone operator Amp’d Mo-
bile and licensing its content
to a range of new distribution
opportunities, including wire-
less device service Music
Gremlin and legitimate P2P
offering Mashboxx.

Meanwhile, EMI remained
at the fore of championing the
idea that artists and labels need
to work in partnership, shar-
ing in the risk and reward of
multiple revenue streams, not
just recorded-music sales. The
company in September en-
tered an ambitious revenue-
sharing agreement with Korn.
The pact, valued at $25 million,
is similar to a profit-splitting
alliance EMI formed with Rob-
bie Williams in 2003.

Labels are trying new things.
As 2006 unfolds, look for them
to continue to lessen their re-
liance on CD sales.
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A New Model

Publishers Offered Unilicense Plan, But Talks With DiMA Died Over Rates

The most innovative music pub-
lishing idea in the last half cen-
tury came this year from
publisher groups. Amid ongoing
congressional subcommittee
meetings over copyright and
music licenses, the groups of-
fered in April to change the tra-
ditional licensing business model
to meet the needs of online sub-
scription services.

The idea for a one-stop license
shop to administer a unilicense
was the brainchild of the Na-
tional Music Publishers’ Assn.—
under the leadership of its new
president/CEO, David Israelite
—the Harry Fox Agency, ASCAP
and BML

The proposal would create one
“super agency” to handle, for all
publishers, blanket licenses grant-
ing rights for recorded composi-
tions performed online or
distributed to consumers through
paid subscription prices. They
named it a unilicense since it
would cover mechanical and per-
formance rights in one license.

While it appeared to respond
beautifully to the cries of digital
media companies seeking sim-
plification of the licensing
process for a nascent online busi-
ness model, negotiations with
the Digital Media Assn. broke
down in August. Royalty rates
and the scope of the license were
the prime stumbling blocks. Pub-
lishers started negotiations seek-
ingabout 16.67% of netrevenue,
while online services talked about
rates from 5% to 6.9%.

With the focus shifted to rates,
publishers took a hit from critics
—some unfamiliar with all the
intricate issues and others who
believe the opportunity to give
consumers what they are willing
to buy may be slipping away.
Many argued that publishers
should base new rates on histor-
ical rates—some set by the U.S.
Copyright Act's compulsory me-
chanical-license provision and
others through pastnegotiations.
The talks then died.

Legislators and those who pro-

pose legislation, such as the U.S.
Copyright Office and the Euro-
pean Commission, are continu-
ing to struggle with the issues.

The Copyright Office in June
recommended to the House Ju-
diciary Subcommittee on Courts,
the Internet and Intellectual
Property that the compulsory me-
chanical license be abolished.
Copyright and other experts agree
that the statutory compulsory li-
cense process no longer works
as intended. No action has yet
been taken.

The EC in October fashioned
its own proposal to facilitate dig-
ital music delivery. It released a

recommendation inviting Euro-
pean Union member states to
promote regulations that would
help legitimate online services
grow. It urged the countries to
change the way collecting soci-
eties within their borders license
online rights and pay royalties
for compositions.

Currently, one or two collect-
ing societies in each of the 25 EU
countries control mechanical and
performance rights within their
national borders.

Often a society only permits
publishers within its national
borders to join the society; other
publishers must join societies in
their countries to collect from the
other societies. This creates a
multitiered collection system, re-
sulting in additional adminis-
tration fees that siphon revenue
from copyright holders.

Also, mobile and online serv-
ices must request licenses and
negotiate rights with societies
in each country if they want to
make recorded music available

NMPA
president/CEO
DAVID 7
ISRAELITE
was a key
creator of ¢
the unilicense
concept.

throughout Europe.

If the recommendation is
followed, the new EC guide-
lines would offer publishers
located anywhere in the world
the freedom to select and sign
up directly with a collecting so-
ciety in any EU country to man-
age rights needed by online
music services. Publishers
would be able to permit the so-
ciety to grant licenses that
cover specific European coun-
tries or the entire EU.

While the industry struggled
with licensing issues, publish-
ers and other investors re-
mained ready to spend big bucks
on the right catalog. But there

was only one high-profile deal

that came to light.
London-based Stage Three
Music in April acquired the Mo-
saic Music Publishing catalog. It
includes 44 No. 1 country hits
and songs written by members
of Aerosmith and ZZ Top.
Industry observers estimated
the price tag at $50 million-$60
million for the catalog and the
Mosaic infrastructure.
Managing director Steve
Lewis founded and runs Stage
Three in London, while Lionel
Conway runs the company’s
North American operations as
president. Tim Hunze is GM
of the Nashville office. -

Photo: Susan Butler
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THE CHERRY LANE MUSIC GROUP

Congratulates Our EXTRA-“ORDINARY PEOPLE”

On Their GRAMMY NOMINATIONS!

John Legend: Eight Nominations!!!

JOHN LEGEND

Best New Artist

Best Male R&B
Vocal Performance:
“Ordinary People”

Best R&B Album: “Get Lifted”

Best Traditional R&B Vocal
Performance: “Stay With You’

H

Best R&B Performance
By A Duo Or Group
With Vocals:

“So High” John Legend
featuring Lauryn Hill

CRAIG BROCKMAN, Songwriter

Best R&B Song: “Free Yourself”

W. ADAMS & J. STEPHENS
(will.i.am & JOHN LEGEND),

Songwriters
Song Of The Year: “Ordinary People”

Best R&B Song: “Ordinary People”

{CHERRY LANE

6 £.32 St. New York, NY 10016
www.cherrylane.com

will.i.am and The Black Eyed Peas: Six Nominations!!!

THE BLACK EYED PEAS

Best Pop Performance by A Duo
Or Group with Vocals: “Don’t Lie”

Best Pop Collaboration With
Vocals: “Gone Going”—The Black
Eyed Peas & Jack Johnson

Best Rap Performance By A Duo Or

Group: “Don’t Phunk With My Heart”

Best Rap Song: “Don’t Phunk
With My Heart”

TOM PAXTON

Best Traditional Folk Album:
“Tom Paxton: Live In The UK”

We congratulate the Folk Legend
and first Cherry Lane signing.
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HOWARD AND JACK SPARK
FORMAT FLIPS AT RADIO

The year 2005 is ending neatly
two weeks t00 soon to catch the
biggest radio news of the day: the
debut of Howard Stern on Sirius
Satellite Radio.

Inthe year-plus since Stern an-
nounced his upcoming depar-
ture from terrestrial radio, the
battlelines have been drawn. He
has lambasted traditional radio,
Clear Channel, the Federal Com-
munications Commission and
even his bosses at Infinity.

In October, Infinity CEO Joel
Hollander unveiled his post-
Stern strategy, announcing a new
talk-based format—*“Free FM”—
for Stern flagship WXRK New
York and stations in San Fran-
cisco, Philadelphia, San Diego
and Baltimore. As for the morn-
ing vacancy, rock vet David Lee
Roth will cover Eastern stations,
Adam Carolla will take the shift
onthe West Coastand Rover will
pick up stations in the Midwest.

The Stern publicity machine
cranked into high gear this
month, with the man in high pro-

file on CBS (“60 Minutes”), NBC
(“Today”), Newsweek and the
cover of New York magazine.

His move is arguably the
make-or-break moment for Sir-
ius. The company predicts it will
have 3 million subscribers by the
time Stern hits the air. Rival XM
expects to have twice that.

If January holds satellite’s D-
Day, then terrestrial radio took
the covers off its beach-head ar-
maments on Dec. 6. That is
when eight major broadcasters
came together to announce their
strategy to turn high-definition
radio (terrestrial’s digital initia-
tive) from a neatidea to a practi-
cal reality.

These companies seek to chal-
lenge satellite on the digital
sound and programming variety
fronts. Variety will be achieved
by splitting up the digital signal
on a frequency to allow multi-
casting. The mandate is for those
“side channels” to contain pro-
gramming not already found at
mainstream radio.

Speaking Dec. 7 at the UBS
Warburg Global Media Confer-
encein New York, Emmis Broad-
casting president/CEO Jeff
Smulyan admitted that radio has
“been very stale . . . we’ve over-
researched ourselves.”

But satellite is not the only
competition for terrestrial radio.
The success of Apple Computer’s
iPod and the podcasting phe-
nomenon that followed have

RADIO: THE TOP
STORIES

* Infinity taps trio of
morning men to
regionally replace
Howard Stern.

* Consortium of
broadcasters set high-
definition campaign in
motion.

* Podcasting hits radio as
rival and new medium.

* Jack, Latin favorite of
format flips.

* New York attorney
general settles pay-for-
play claims with two
majors.

worked to make everyone aradio
programmer and inspired the
likes of NPR and Infinity to re-
lease podcasts of their own. The
latter also took a San Francisco
AM and crowned it the first all-
podcast radio station.

The shuffle function of the
iPod was equally inspiring to
radio. Stations that had switched
to the formatdujour, Jack, touted
it as the radio version of an iPod
on shuffle. Jack became the new
format by not having a format.
The listener never knew who the
nextact would be (K.C. & the Sun-
shine Band into Nirvana was fair
game) but would surely like it.

According to Billboard Radio
Monitor research, 12 out of 18
top 60 market stations that
flipped to Jack between summer
2004 and summer 2005 have im-
proved their 25-49 ratings.

Almost as surprising as the
Jack uptake is the amount of
money that stations are invest-
ing in marketing the format. In-
finity had Jack advertising on

nearly every bus in New York.
Latin formats were another
big format-flip target. By the
time the summer ratings came
out, a baker’s dozen of stations
in the top 25 markets had
flipped to Spanish-language
programming. Ten had ratings
increases. Clear Channel sen-
ior VP of Hispanic radio Alfredo
Alonso told Billboard in No-
vember, “We had not had any
flip [to Spanish] where, after six
months, we’re saying, ‘Wow,
this was a wrong decision.” ”
Still gathering clouds over
radio is the investigation by New
York Attorney General Eliot
Spitzer, whose office this year
struck multimillion-dollar set-
tlements with Sony BMG and
Warner Music Group over pay-
for-play tactics. The other players

in these transactions have been
radio stations, and the FCCis
taking notice. Democratic com-
missioner Jonathan Adelstein re-
leased a statement late last month
that said his agency has concems
regarding Spitzer’s findings.

With all of these pressures, the
business of radio is no longer a
stock market favorite. To combat
that, traditional radio is aggres-
sively investing in itself.

This newfound desire of the
medium to putits money where
its mouthis is best-summarized
by Greater Media president/CEO
Peter Smyth, who told Billboard
early this fall: “We [had] pulled
away all of those marketing dol-
lars and thrown them to Wall
Street. . . Then Wall Street turns
around, kicks us in the teeth and
says, ‘Radio’s not cool.” It’s not
cool because we're not investing
in making it cool.” oo

Additional reporting by Paul
Heine in New York and Tony
Sanders in Washington, D.C.

Photo: Djamilla Rosa Cochran/Wirelmage.com
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ATTENTION SONGWRITERS, COULD YOU BE MISSING ROYALTIES?

If you are a songwriter or otherwise believe you are owed royalties or are entitled to an accounting from
Sony/ATV Music Publishing or its predecessor companies (Tree, Cross Keys, Sony Tunes, Sony Songs, Acuff Rose, etc.)
and believe we may not have your current contact information, please go to:
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WWW.SONYATVMUSICPUBLISHING.COM to complete an Address Change Request Form.

Webpage links to obtain form can be found by clicking on “Missing Royalties.”

© 2005 Sony/ATV Music Pubfishing, LLC
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Setting Records...

#1 Kids Audio Label

#1 Karaoke Franchise

#1 Midline Classical Label

#1 Single For 21 weeks
“Breakaway” by
Kelly Clarkson from
The Princess Diaries 2

Soundtrack
(second longest - running song
in Adult Contemporary history)

.thanks Por anothenr

Visit DisneyRecords.com

@M’Bi@swf

COR DS

Building
Franchises...
Baby Einstein:

Over 3.5 million units sold

Disney’'s Karaoke Series:
Over 1.5 million units sold
Disneymania:
Over 2 million units sold
Radio Disney:

Over 3.2 million units sold

Getting the Gold
(and Platinum)...

12 Gold, Platinum

and Multi-Platinum
Albums/DVDs From
Baby Einstein,

The Cheetah Girls,
Children’s Favorites
Disneymania,

They Might Be Giants
and morel!

Giving Parents
the Best...

2005 Parent’s Choice
Gold Award

2005 National Parenting
Publications Award

2005 iParenting Media
Awanrds

great year!

© Disney
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En Presencia Del Futuro
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“Un Pedacito De Navidad’ en Bachata y Balada
Y
“Cien Mil Razones"’
Selection # |

woots | UBO & Reyes Music wants you fo fry something Different This New Year, &%

REYES RECORDS INC.
B [V U s 1 o]

140 N.W. 22 Avenue Miami, Florida 33125
Tel: (305) 541-6686 Fax: (305) 642-2785

s | WWW. reyesrecords.com E-mail: reyesrecords@reyesrecords.com
TODO EN MUSICA * EVERYTHING YOU NEED IN MUSIC
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IO By TODD MARTENS |
Some Rays Of Sunshine
Amid The Retail Clouds

Despite a down year for the in-
dustry, a number of top inde-
pendent labels and distributors
reported solid growth. Yet even
as the independent community
as a whole continues to
strengthen, concern is mounting
abouta changing retail landscape.

Perhaps the most glaring stat
of 2005 was the drastic decline
of sales atindependent retailers.
Sales are down about 28% from
2004, and such top indie outlets
as Aron’s Records in Los Ange-

more than 629,000 copies since
its 2004 release. The rock act will
issue a new album in early 2006.

Additionally, the launch of
the American Assn. of Inde-
pendent Music has given indie
labels a trade body to present a
unified front. Acting president
Don Rose has targeted a num-
ber of legislative and business
issues to focus on in the up-
coming year.

There is an underlying fear,
however, that the positive stories

The &f€adysales of HAWTHORNE HEIGHTS®

alburs

The Silence in Black and White’ made

it one of the bright spots for indies in 2005.

lesand Let It Be in Minneapolis
announced they were closing.

To be fair, a number of inde-
pendent retailers are not strug-
gling nearly as much as the
Nielsen SoundScan number in-
dicates. For instance, most stores
that are members of indie coali-
tions the Alliance of Independent
Media Stores and the Coalition
of Independent Music Stores say
they are doing quite well.

But there is a noticeable shift
in buying patterns.

“A lot of indie sales have
started to go to Best Buy and Tar-
get and places like that,” says
Josh Rosenfeld, who runs Seat-
tle-based Barsuk Records. “I
don’t think the fact that people
buy their records in a department
store is a great thing for the
music business. In the long run,
I'm pretty sure it's not. But in the
short run, it’s contributing to in-
creased sales of indie music.”

Regardless of where they were
making their purchases, cus-
tomers helped TVT once again
lead the charts with the latest
from Lil Jon & the East Side Boyz,
“Crunk Juice.” The title has sold
2.3 million copies in the United
States, according to Nielsen
SoundScan. Victory Records had
aconstant seller with Hawthorne
Heights' “The Silence in Black
and White,” which has moved

©* American Assn. of
Independent Music

_launches, selects Don
Rose as acting
presxdent

« Indie reta]lers take hxt
sales down 28%.

» Canadian firm Row
Entertainment Income
Fund acquires Koch
Entertainment. .

.+ Bob Morellireplaces
Ken Antonelli atop
RED Distribution.

* Alternative Distribution
Alliance inks deal with
unsigned act Clap Your
Hands Say Yeah.

for indie labels will not last for-
ever, especially if sales at indie
retail continue to decline.

“What's happening to the in-
dependent retail base is a
tragedy,” says Steve Pritchitt,
GM of Universal Music & Video
Distribution’s Fontana. “There
are a whole bunch of greatindie
accounts that are healthy and
will survive, but it’s fair to say
that some won't.”

As independent labels fight
for shelf space at mass mer-
chants, the community contin-
ues to thrive online. Newcomer
Clap Your Hands Say Yeah rode
an Internet wave directly to
Warner Music Group’s Alterna-
tive Distribution Alliance. Thus
far, the band has decided not to

sign witha label, and was one of
the year’s biggest success stories.
Sub Pop GM Megan Jasper
says her label's revenue from In-
ternet sales more than doubled
in 2005. She points to the Web
as key in breaking new acts Wolf
Parade and Rogue Wave, both of
which entered multiple Billboard
charts with their first albums.
Selling downloads “became
normal,” she says. “Itwasn'tseen
as ‘free money’ anymore. [tdrove
me nuts, but that’s what people

called it in the beginning. Every-
one knew itwould eventually be-
come far more significant.”

Indeed, distributors are look-
ing more toward the digital busi-
ness, with all major independent
distributors now offering digi-
tal supply options.

At Sony BMG’s RED Distrib-
ution, recently installed GM Bob
Morelli added staffers to beefup
marketing and promotion.
“We've done some tweaking with
our structure to become more of
an artist-development, market-
ing-orientated sales company.”

Distribution remains one of
the more active arenasin thein-
dependent marketplace. UMVD
launched Fontana in February,
Koch Entertainment was ac-
quired by Canadian firm Row
Entertainment Income Fund,
and the competition for labels
has never been greater. -

Major labels remain eager to
tap into the bustling independ-
ent market either by plucking
acts or making deals with indies,
and Jasper says indie labels
would be wise to keep everything
in perspective.

“The thing we need to be
mindful of is that while we’re
having a good run right now, it's
just that—a good run. At some
point you have to prepare for
things to slow down.” .
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At Retail, Sales Dropped
And Shelf Space Shrunk

NEW YORK—With CD sales down dramatically
for the second time in five years, retailers closed
2005 knowing that the format is not going to re-
bound this time. Now they face the nerve-wracking
question of what the future holds.

In the waning weeks of 2005, U.S. album sales
were down 10% in a 53-week comparison with
last year and 7.7% in a 52-week comparison.

The only other time in the last 20 years that
album sales were off by that much was in 2002
when they fell a whopping 10.7%. That dip was
followed by a bit of a comeback, with sales falling
only 3.6% in 2003 and then rising 3.8% in 2004
(based on a 53-week year).

The growth of digital sales and digital piracy
mean thata further CD rebound is highly unlikely,
according to senior industry executives. So far,
digital sales have tripled over last year, with album
sales growing to 14.1 million as of Dec. 4, com-
pared with 4.7 million units generated in the cor-
responding period last year. Digital tracks totaled
308 million sold versus 123 million last year.

Since merchants see little hope of a CD turn-
around under the current model, they have spent

Wal-Mart used its clout tonl{

get exclusive video conte /
for a DVD packaged with ot o 4
the KANYE WEST album u
‘Late Registration’ '

the last two months beseeching the majors to ei-
ther cut prices, especially on catalog, or embrace
such added-value product as the DualDisc or CDs
packaged with DVDs.

Universal Music Group has taken the lead on
pricing with its JumpStart program, but the other
majors appear unwilling to follow UMG’s path.
Nor do they want to embrace the additional costs
of preparing extra material for the Sony BMG-
endorsed DualDisc.

Consequently, with the major vendors doing
little or nothing to stem the decline of physical
CD sales, many merchants and product suppli-
ers expect retail diversity beyond music to accel-
erate in first-quarter 2006. The trend, begun by
traditional music specialists unable to compete
with larger discount stores, is expected to spread
to those same big-box merchants this time around.

For mostof 2005, consumer electronics chains
Best Buy and Circuit City, as well as book chains
Borders Books & Music and Barnes & Noble, have
been suffering alarming same-store sales declines
for music. Borders and Best Buy already have said
that as they remerchandise, they are reducing
their shelf space for music.

While most retailers were crying the blues over
music sales in 2005, Wal-Mart seemed to be evad-
ing the turmoil. Using its buying power, Wal-Mart
has coaxed the majors into supplying product for
its $9.72 endcaps, which require that titles be pro-
vided ata $7.50 cost.

In addition to pushing for price differentials,
Wal-Mart became even more aggressive in music
this year, if that is possible. With new leadership
in the form of David Porter, Wal-Mart made deals
with CMT, BET and MTV to provide unique video
content so the merchant could create exclusive
versions of big releases. For example, Wal-Mart’s
special version of Kanye West’s “Late Registra-
tion” was packaged with a DVD that included such

content as the singer’s music videos.
Finally, Wal-Mart pulled off the marketing
coup of the holiday selling season, landing an
exclusive distribution deal for Garth Brooks,
including a new six-CD boxed set, which went
on sale for $25 beginning Black Friday. Brooks
also was featured prominently in the com-
pany’s TV commercials.
Starbucks became alightning rod for protest
because of exclusives with long windows of

—= time, including Alanis Morissette’s rere-

cording of her “Jagged Little Pill” album and
Bob Dylan’s “Live at the Gaslight 1962.”

3 The coffee merchant, with 4,400 U.S. loca-

tions, carries about 12 titles in its stores. It has

placed digital kiosks with continued on >>p38
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Music Revs Chevy’s Engine

Tunes Fueled Ad Campaigns For Automaker And Others

The revolution is being televised.

Chevrolet launched its An
American Revolution cam-
paign Dec. 31, 2003. This year,
the musically charged initiative
took on added urgency—
thanks to savvy music licenses
and partnerships.

With the help of ad agency
Campbell-Ewald, Chevy em-
braced a wide variety of sounds
inits TV spots, encompassing
veteran artists and under-the-
radar acts.

One of Chevy’s biggest mu-
sical surprises was its jetti-
soning Bob Seger’s “Like a
Rock,” which was the sound-
track for the Silverado cam-
paign for 14 years. “Rock” was
replaced by “Now More Than
Ever,” a 14-year-old track from
John Mellencamp.

Elsewhere, Chevy champi-
oned dance/electronic (the
Scumfrog’s “Music Revolu-
tion”) and R&B/hip-hop (“EZ
Up” by Slum Village), among

nancial commitment from the
automobile manufacturer.

Chevy general director of
advertising and sales promo-
tion Kim Kosak put the media
value of the partnership in the
multimillions.

Country acts like Gretchen
Wilson, Blue County, Big &
Rich, Cowboy Troy, Chris
Cagle and Julie Roberts ap-
peared to revel in the Chevy-
enhanced exposure.

“Chevy realizes the impor-
tance and power of music in
today’s world,” says Ryan Schin-
man, president of Platinum Rye
Entertainment, a New York-
based company that specializes
in band/brand partnerships
and music licensing. “Some of
their car models are aspira-
tional, while others are more
guy-next-door, but Chevy always
picks the right piece of music
for each model.”

Ultimately, though, it is im-

possible to pin the hopes of par-
ent company General Motors
on Chevy’s campaigh—no mat-
ter how revolutionary it is.
Apple Computer continued
its musical revolution, too.
Deft use of music in TV ads
opened the public’s eyes and
ears to such acts as Gorillaz
and Caesars. By year’s end, Go-
rillaz—a British quartet made
up of cartoon characters—had
earned four Grammy Award
nominations, including .
record of the year and bes
pop collaboration with vo-
cals for “Feel Good Inc”
(featuring hip-hop pio-
neers De La Soul).
Indeed, “Feel Good Inc”
—thelead single from the
act’s sophomore album,
“Demon Days”—was
the song heard 'round
the world in an iPod TV
spot. While Gorillaz
masterminds Damon

other beats and rhythms.

Of course, the company’s
longstanding love affair with
country music continued. In
fact, itintensified this year with
the announcement that the
39th annual Country Music

* Music is front and center for campaigns from Chevrolet, Apple
Computer and other savvy brands.

» Deutsch creates marketing campaign for Bon Jovi’'s “Have a
Nice Day” and turns band into a brand.

* The Rolling Stones and Paul McCartney partner with age-
appropriate brands Ameriquest and Fidelity Investments,

BRANDING: THE TOP STORIES J

Assn. Awards would be held in
New York.

Chevy was the primary spon-
sor/partner for the 2005 CMA
Awards. CMA VP of strategic
marketing Rick Murray called
the partnership a complex new
model in terms of integrated
marketing that involved a fi-

respectively.

* Leo Burnett in Chicago launches Artist in Residence
program; has success with Collective Soul.

» The branding of 50 Cent continues with film/soundtrack

“Get Rich or Die Tryin’."

* Beyoncé and Justin Timbertake faunch clothing lines

House of Dereon and William Rast Clothing,

respectively.

* Queen Latifah extends and expands her retationship
with VF Intimates and partners with Cover Girl for
the Queen Collection cosmetics line.

Albarn and Jamie Hewlett pre-
fer to not discuss the branding
of their music, surely they were
grinning when days after the
ad’s debut, “Feel Good Inc”
jumped more than 40 spots

MADONNA teamed with

Motorola’s iTunes-com-

patible ROKR mobile
phone to promote her
new CD.

RETAIL (cont.)

from >>p36
CD-burning capabilities in its
Austin and Seattle locations, with
plans to roll out that concept to
other markets. Starbucks is also
expected to add more Hear Music
Cafes, which combine the Hear
Music record-store concept (cater-
ing to world, Americana and
other niche genres) with the lis-
tening-bar kiosks of the coffee
chain’s cafes. The first one will
open Dec. 19 (see story, page 24);
the next is expected in January.
Starbucks first came to the fore
in 2004 when it sold 800,000
copies of Ray Charles’ album “Ge-
nius Loves Company.” And while
italready is a force to be reckoned
with, the merchant is still find-
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ing its way in music—a dynamic
thatindustry observers expect to
continue to play out in 2006.
Back in the traditional music
sector, merchants managed to
withstand the downturn, but by
December, some chinks were
showing in their armor. Music-
land Group announced that it
would liquidate its 61-unit Media
Play chain and asked major ven-
dors to provide three-year dating
for half of its accounts payable,
atactic thatif rejected could push
the entire chain into Chapter 11.
Meanwhile, sources say that a
number of smaller chains and
independents are also planning
to close stores in early January.

Otherwise, merger and ac-
quisition activity was slow dur-
ing 2005. The sole exception was
InMotion Pictures (a video and
DVD portable player rental store
found mostly in airports), which
acquired Altitunes, the record
and video sell-through store that
also specializes in airport loca-
tions. The deal created a com-
pany with 53 stores and $40
million in revenue.

But in the wholesale sector,
M&A activity was a different
story. Alliance Entertainment
Corp. and magazine wholesaler
Source Interlink completed the
merger that was firstannounced
at the end of 2004. Before the ink

dried on that agreement, Source
Interlink also acquired Chas.
Levy Circulation, another mag-
azine wholesaler, to create a
company with about $1.6 billion
in revenue.

The two deals give Source In-
terlink tens of thousands of
storefronts and unique cross-
merchandising capabilities for
the music and video titles car--
ried by AEC and the magazines
and books Source Interlink and
Chas. Levy offer.

During the year, AEC stole
400 Kmart stores out from under
Handleman, putting the rack-
jobber on the defensive for the
first time in years. Handleman

into the top five of the iTunes
Top Songs listing.

The kicky jam spent eight
weeks at No. 1 on the Billboard
Modern Rock chart. In this
issue, Gorillaz and “Demon
Days” top the year-end Top
Electronic Artists and Top Elec-
tronic Albums charts, respec-
tively. Online, “Feel Good Inc”
sits at No. 4 on the year-end
Modern Rock chart.

Clearly, Gorillaz benefited
from its Apple partnership.

The same is true of
hA Madonna, who launched
B her new album, “Confes-

sions on a Dance Floor,”
with the help of Mo-
torola. She and several
other artists appeared
ina worldwide spot for
Motorola’s iTunes-
compatible ROKR mo-
ile phone. Created by
BBDO New York, the
ad featured the sounds
of “Hung Up,” the
lead single from
“Confessions.”

The chameleon-
like Madonna knows
that the music
industry has
changed—and

»

knowswhatis needed to get the
job of promotion done.
“There’s a lot of competition,
and the market is glutted
with new releases—and new
‘thises and thats,” ” she told
Billboard in November. “You
must join forces with other
brands and corporations.
You're an idiot if you don’t.”

In its first week of release,
“Confessions” debuted at No. 1
in nearly 30 countries, includ-
ing the United States. We bet
Madonna is still smiling.

In a unique partnership, the
Deutsch ad agency created a
marketing campaign for Bon
Jovi's latest album, “Have a Nice
Day,” thataltered the very band/
brand foundation. In essence,
Deutsch created the video for
the album’s lead single (the
title track).

Sure, the band is at the cen-
ter of the video, but so, too, is
a pissed-off smiley face. This
icon also appears on the
album’s cover and on tour
merchandise.

In treating Bon Jovi like an
ad campaign, Deutsch man-
aging partner/executive cre-
ative director Eric Hirshberg
and his colleagues approached
the band as a brand. In Sep-
tember, Hirshberg told Billboard
that this conceptis “a new
model for ad agencies and the
music industry.”

And if there is anything the
music industry needs, itis new
models. May the revolution con-
tinue well into the future. «+-

also had to address the overall
decline in music sales.

Like music specialty mer-
chants, Handleman spent 2005
diversifying its product offer-
ing. In late June, it acquired
REPS, a merchandising com-
pany that services every Wal-
Mart location, as well as Sam’s
Club, Kmart, Target and Best
Buy. In addition to video and
videogames, REPS handles
such products as Microsoft soft-
ware, Gillette razors and Dura-
cell batteries, thus expanding
Handleman’s account base and
product offering.

In October, Handleman
agreed to acquire Crave Enter-

tainment, a videogame whole-
saler. Meanwhile, Handleman’s
main competitor, Anderson Mer-
chandisers, managed to grow its
business by taking over the Sam’s
Club account from Navarre.
Dart Distributing, the last of
the old-line rackjobbers, was the
first casualty of 2005, when its
bank pulled its revolving loan and g
forced a liquidation in January. ¢
In the one-stop sector, Norwalk £
was liquidated, with Super D £
picking up most of the pieces. At §
year’s end, Baker & Taylor, the
second-largest music one-stop,
was on the block, apparently
being shopped by Goldman
Sachs, according to sources. -«

Photo: Kevin Maz
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BY ANTONY BRUNO |
Digital Sector

Still Evolving

Digital music news dominated
the music industry landscape in
2005. But the jury remains out:
Will the year’s developments
bode well or poorly for a busi-
ness struggling to redefine itself?

DOWNLOADS UP

Digital downloads got off to a
strongstart in 2005. More than
155 million tracks were down-
loaded in the first half of the
year, quickly surpassing the 141
million tracks downloaded dur-
ing all of 2004.

According to research firm
NPD Group, Apple Computer’s
iTunes Music Store now sells
more music than retailers Tower
Records or Borders Books &
Music. Digital revenue overall, in-
cluding ringtones sales and sub-
scription services, now accounts
for 5% of label revenue on aver-
age, double that of last year.

But as the year wore on, the
growth of downloads began to
slow. In May, about 6.4 million
downloads were selling per
week; average weekly down-
loads for the third quarter were
only up to 6.6 million, accord-
ing to Nielsen SoundScan.

GROKSTER DOWN
The Supreme Court’s July ruling
that peer-to-peer file sharing
sites could be held liable for
copyrightinfringement did little
to stem P2P traffic: According to
BigChampagne, 26.8% more
files were being traded this year.
But it did spur a flurry of activity.
The Recording Industry
Assn. of America in September
began issuing cease-and-desist
letters to seven major violators,
including BearShare, LimeWire

DIGITAL: THE TOP
STORIES

* Digital downloads explode,
then stall in 2005.

» Supreme Court rules
against Grokster; peer-to-
peer services scramble for
legitimate models.

* Sony’s CD-protection
technology installs spyware

~_on users’ computers,
resulting in multiple class
actions and a public
relations nightmare.

» Ringtones grow to $500
million in United States.

* Sprint launches full-song
download service.

* Digital subscription services
proliferate, users do not.
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and WinMX.

That same month, eDonkey
chief Sam Yagan pledgedtorid
the network of unauthorized
files. BearShare andiZhub sub-
sequently went dark, and on
Nov. 7, Grokster settled with the
music industry for $50 million
and announced it would con-
vert to an authorized service.

Overseas, Kazaa owner
Sharman Networks was held li-
able in Australia for copyright
infringement in September and
agreed to shutter its service in
the country. Kazaa remains avail-
able elsewhere in the world, at
least until a February appeal.

“The Grokster decision. . .
provides some clarity to move
forward and do some busi-
ness,” says Ted Cohen, senior
VP of digital development and
distribution for EMI Group.

On Oct. 25, former pirate P2P
service iMesh launched a beta
version of its authorized file-
sharing service. The industry
continues to wait for Mashboxx
to make its Snocap-powered
service publicly available, and
still more services are in various
stages of development.

DRM DILEMMA

In November, Sony BMG ig-
nited a storm of controversy
when computer programmer
Mark Russinovich discovered
the major label’s CD copy-
protection technology secretly
embedded hidden files in users’
computers, making them vul-
nerable to attack.

Class actions in California,
New York and Texas were filed
within weeks of the discovery,
and Sony BMG later recalled
and offered to replace the af-
fected CDs. The company also
issued a patch to fix the dam-
age on users’ computers.

The controversy may mark
a turning point for the role of
digital rights management in
the industry at large.

“We need to see achangein
perspective on the part of the
rights holders,” Gartner G2 an-
alyst Mike McGuire says, “to
DRM as a tool for accounting
and tracking content as op-
posed to just locking it.”

MOBILE & MORE
“This was the year of mobile,”
EMI’s Cohen says. “Mobile be-

came front-of-mind for both
consumers and the content
companies.”

U.S. ringtone sales were on
pace to surpass $500 million
in 2005, double last year’s total.
Coldplay and Madonna first re-
leased singles from new albums
asringtones, setting a trend ex-
pected to become an early-
release standard.

Motorola and Appile finally un-
veiled their much-anticipated
iTunes-compatible phone, to
lackluster response—it was re-
turned areported six times more
than normal—while Nokia and
Sony Ericsson made waves over-
seas with the N91and Walkman
600i, respectively. Seeding
the market with these “music
phones” is considered a neces-
sary step toward making wire-
less music distribution a reality.

Even Billboard got into the
game with the launch of its
Billboard Mobile application,
currently available from Cin-
gular Wireless.

The biggest advancement
came in November, when
Sprint offered the first over-
the-air, full-song download
service in the United States. The
wireless operator is charging
$2.50 for each song down-
loaded to the phone, and adig-
ital file is sent to buyers’ com-
puters as well.

Many took issue with the price,
particularly because aringtoneis
not included. Most analysts see
$1.50 as the sweet spot for mo-
bile song downloads.

But the prevailing view is
that pricing can be changed,
and many expect Sprint to offer
new features and alternative
pricing plans once competitors
Cingular and Verizon Wireless
introduce similar services early
next year.

Meanwhile, subscription
services emerged as an
alternative to a la carte down-
loads for those looking to take
their music with them. Napster
launched its portable sub-

scription service Feb. 3 with
a $30 million advertising |
campaign highlighted by a
Super Bowl ad. ‘

Yahoo later raised eyebrows | |
with the introduction of a
$4.99-per-month offer for ‘|
both portable and standard
music subscriptions, under-
cutting its competition by al-
most $10 and sparking a pric-
ing debate. Eventually, the
company raised its portable |
rates to $9.99.

Overall, subscription serv-
ices continue to struggle to
gain a mass audience com-
pared with a la carte services. E
IDC estimates there are 11.5 mil- q
lion pay-per-download users 5
compared with 3.4 million sub-
scription service users.

Portable devices supporting |
subscription, or tethered, down-
loads still suffer from usability =
problems. Privately, some label
executives feel subscription H
services may never take off until
Apple launches one of its own. |

And as the iPod continues
to dominate the market for
portable media players, the
rest of the consumer electron-
icsindustry is turningits focus [
to the living room as the next |
digital media battleground.

“The overall industry needs
to foster and enable the tran-
sition to grow the mass con-
sumer market,” McGuire says. i
“We’re going to need all in-
dustry partners to highlight the
proposition that getting music
online is actually a better way |
to get music.”

o
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BY JILL KIPNIS |

The DVD industryis in forasea
change in 2006.

Next year will not only bring
the introduction of one or two
next-generation formats, but it
will also see the continued

~ price erosion of standard-

definition DVDs and a brick-
and-mortar rental industry

| fighting to stay relevant.

These challenges all came
to the forefrontin 2005, a time

. when DVDs failed to generate

the exponential growth of
prior years.

“The indifference of the
movie-going public is transfer-
ring to indifference in the movie-
buying public,” says Larry
Mansdorf, senior buyer of home
entertainment for the Newbury

'+ Comics chain.

In the first half of 2005, trade
body the Digital Entertainment
Group reported that more than
770million DVDs shipped to re-
tailers, which was a 19% increase
over the same period in 2004.

Though the numbers are sta-

|| ble, they are notas upwardly mo-

bile as last year, when shipments

i increased 52%.

Throughout the year, the in-
dustry discussed creating one
next-generation DVD format out
of two competing high-definition

. options—Blu-rayand HD DVD.

By year’s end, there was no

. resolution, and each format’s

launch was delayed until spring

' 2006. By this point, seven out of

eight major studios have put
their muscle behind Blu-ray,
seemingly giving that formatan

* advantage. (Two of the seven stu-

dios thatare supporting Blu-ray
also plan to back HD DVD.)

Meanwhile, another new for-
mat—the Universal Media Disc
for the Sony PlayStation Portable
device—surprised the industry
with strong sales this year.

Two UMD movie titles—
Sony’s “House of Flying

. Daggers” and “Resident Evil:

Apocalypse”—sold more than
100,000 units each less than
two months after the for-
mat’s debut.

Troubles over the-
atrical DVD sales
came to the forefront
this spring, when the Se-
curities and Exchange Com-
mission informally investigated
DreamWorks and Pixar for po-
tential nondisclosures about
DVD returns for “Shrek 2” and
“The Incredibles,” respectively.

| A Challenging
' Year For DVD
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' DVD: TOP STORIES

* Competing technologies
Blu-ray and high-definition
DVD cloud future of next-
generation DVD formats.

* Lack of strong releases
means less consumer
interest in buying
theatrical DVDs.

* New “No Late Fees”
policy causes financial
hardships and legal woes
for Blockbuster.

* No. 3 rental chain Movie
Gallery acquires No. 2
chain Hollywood
Entertainment.

“I think that people picked up
on the second part of the storyand
completely undervalued the first
half, which is that ‘Shrek 2’ sold
a ton of product,” says Kelly
Sooter, domestic head of Dream:-
Works Home Entertainment.

(The Billboard year-end
video charts will appear in the
Jan. 7 issue.)

On the retail front, Block-
buster is a particular concern.
The rental giant’s financials con-
tinue to suffer as a result of its
“No Late Fees” policy.

Blockbuster this year also
failed to acquire the Hollywood
Entertainment chain after
months of wrangling.

Competing chain Movie
Gallery ultimately purchased
Hollywood ina $1.25 billion deal
in April. Movie Gallery also re-
ported a downturn in financial
results, while investing in ex-
panded games merchandising
and DVD-vending options. «:«

DreamWorks
kept DVD
returns
figures under
wraps for
such films
as ‘The
Incredibles.’
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BY EMMANUEL LEGRAND |

Downloads Are Looking Up

Digital Music Sales Blossom As Traditional Retail Remains In Euro-Slumber

LONDON—The growth of dig-
ital music sales in a tough trad-
ing environment was the most
significant event of 2005 for
Europe’s music industry.

The digital market here is
beginning to mature. In De-
cember, Apple Computer
claimed that it has sold 100
million downloads in Europe
since it launched its iTunes
Music Store here 18 months
ago. Full digital downloads on
phones also became a reality
in 2005, with mobile operators’
launch of third-generation
networks.

“Revenues from iTunes are
rising,” says Michel Lambot,
chairman of European in-
dies’ trade body Impala. (He
is also co-CEO of Brussels-
based independent label
group PIAS.)

The year saw a raft of mul-
tiplatform deals involving
music, video, ringtones and

% CHART SHARE:
ALBUMS

2005
30.0
23.4
Sony BMG 21.3 34.1*
Warner 18.8 14.3
Others 6.5 5.4

2004
25.0
21.2

Company
Universal
EMI

*Combined Sony and
BMG chart share.

Source: Billboard Information
Group. Compiled from the
Eurocharts Albums chart,
weeks 1-52.

THE TOP ALBUMS

1. Green Day, “American
Idiot” (Reprise/Warner)

2. James Blunt, “Back to
Bedlam” (Atlantic/
Warner)

3. Coldplay, “X&Y”
(Parlophone/EMI)

4.U2, “How to Dismantie
an Atomic Bomb”
(Island/Universal)

5. Robbie Williams,
“Greatest Hits” (Chrysalis/
EMI)

6. Il Divo, “Il Divo” (Syco/
Sony BMG)

7. 50 Cent, “The
Massacre” (Interscope/
Universal)

8. Michael Bublié, “it’s
Time” (Reprise/Warner)

9. Keane, “Hopes and
Fears” (Island/Universal)

10. Gwen Stefani, “Love.
Angel. Music. Baby.,”
(Interscope/Island)

Listings are based on the
Billboard Eurochart Albums
chart for weeks 1-52, compiled
from national sales charts in 18
European countries.

42 | DECEMBER 24, 2005

other content. Robbie Wil-
liams and EMI, for example,
inked along-term partnership
with U.K.-based telecom T-
Mobile, while Warner Music
and France Telecom sealed a
multiple-platform accord to
promote Madonna’s “Confes-
sions on a Dance Floor.”

EMI Continental Europe
chairman/CEO Jean-Frangois
Cecillon says the emergence of
legal digital services and the
developmentof mobile deals
“is beginning to pay off, mak-
ing our digital strategy a very
profitable reality.”

Cecillon predicts “digital will
continue to go from strength
to strength [in 2006], giving us
additional revenue streams
and more opportunities to en-
gage consumers.”

However, in business terms,
Lambot labels 2005 in Europe
“another annus horribilis.” He
says market conditions con-

Company 2005 2004
Universal 411  31.0
Sony BMG 22.8 39.5
EMI 13.7 1.6
Warner 1.9 8.4
Others 10.5 9.5

*Combined Sony and
BMG chart share.

Source: Blilboard Information
Group. Compiled from the
Eurochart Single Sales chart,
weeks 1-52.

1. “Axel F,” Crazy Frog
(Mach1 Records)

2.“Don’t Cha,” the
Pussycat Dolls Featuring
Busta Rhymes (A&M/
Universal)

3. “Un Monde Parfait,”
Hona Mitrecey (Scorpio
France)

4. “You’re Beautiful,” James
Blunt (Atlantic/Warner)

5. “Lonely,” Akon (SRC/
Universal)

6. “Das Kleine Krokodil
Schnappi,” Schnappi
Featuring Joy Gruttmann
(Polydor/Universal)

7. “Bad Day,” Daniel
Powter (Warner Bros.)

8. “Tripping,” Robbie
Williams (Chrysalis/EMI)

9. “Numb/Encore,”
Jay-Z/Linkin Park
{(Warner Bros.)

10. “Push the Button,” Suga-
babes (Island/Universal)

Listings are based on the
Billboard Eurochart Single
Sales chart for weeks 1-52,
compiled from national sales
charts in 18 European countries.

tinued to be bad in France and
Germany, and deteriorated fur-
ther in Spain, Scandinavia, the
Netherlands, Luxembourg and
Belgium. “We did good busi-
ness at PIAS, but the overall
picture is pretty morose,” Lam-
bot says.

With Sony BMG’s European
setup freshly in place, top man-
agement structures at the ma-
jors remained largely stable in
2005. One exception was a
changing of the guard at Uni-
versal Music Group Interna-
tional, where chairman/CEO
Jorgen Larsen retired in July,
replaced by Lucian Grainge.

After turning Universal’s
British affiliate into a reper-
toire powerhouse, Grainge
has the opportunity to make
his mark on. Universal's
global structure.

For collecting societies, 2005
meant 12 months of intense
scrutiny from the European
Commission. Under the aegis
of European Union internal
market and services commis-
sioner Charlie McCreevy, the
EC issued a recommendation
enforcing the principle of a sin-
gle licensing source for online
repertoire in Europe.

“We need a new generation
of copyright licensing models
more in tune with the Internet
age,” McCreevy said.

Meanwhile, Universal
Music Group International

CRAZY FROG’S ‘Axel F’
was Europe’s No. 1single
in 2005.

EUROPE:
THE TOP STORIES

Apple Computer’s
iTunes store claims
100 million
downloaded tracks
in Europe.

Universal Music
International chairman
Jorgen Larsen stands
down; Brit Lucian
Grainge takes helm.

European Commission
recommends single

online ticensing model.

T-Mobile inks deals
with EMI and Robbie
Williams; France
Telecom does same
with Warner and
Madonna.

independent labels
body Impala
challenges European
Commission clearance
of Sony-BMG merger.

filed a complaint with the EC
in September arguing that
Europe’s 14 collecting soci-
eties were national monopo-
lies. The case is still under EC
investigation.

Some voices in the industry
are increasingly frustrated
that the EC’s interest in the
music industry appears one-
sided. “It seems that every
time the commission wants to
blame someone for hindering
the development of any busi-
ness in Europe, the music in-
dustry has become the easy
scapegoat,” Lambot says. “The
Internet is not catching up in
Europe? Blame it on conser-
vative labels and collecting so-
cieties. One thing’s sure—this
commission does not like us.”

In terms of chart per-
formances, full-year figures
compiled by Billboard show
Universal, EMI and Warner
all gained chart share in sin-

gles and albums in Europe to
the detriment of Sony BMG.

With a European album
chart share of 30%, Universal
improved its 2004 share by
five points. That was achieved
with a stable of international
talent ranging from 50 Cent
to the Killers and healthy do-
mestic performances from
acts like Rammstein, Juli and
Chimene Badi.

EMI came second with a
23.4% album share after
holding No. 1 positions on
the Billboard Eurochart Al-
bums chart for 27 weeks in
2005. Its strongest chart-
topping performances came
from Williams (holding for
five weeks with “Greatest
Hits” and three with “Inten-
sive Care”) and Coldplay (13
weeks with “X&Y”).

Cecillon calls EMI’s Euro-
pean repertoire “incredibly
strong at the moment.” He
cites Bebe (Spain), Wir Sind
Helden (Germany) and
Raphael and Camille (both

France) as acts who made se-
rious breakthroughs in their
home markets.

Sony BMG’s 21.3% album
share was nearly 13 points less
than the combined Sony Music
and BMG shares for 2004, de-
spite strong showings by Il
Divo, Bruce Springsteen, Sys-
tem of a Down, Shakira and
Foo Fighters.

Warner improved its album
chart share by 4.5 points to
18.8% and scored the year’s top
two albums with Green Day’s
“American Idiot” and James
Blunt's “Back to Bedlam.”

Lambot notes with satisfac-
tion, however, that some indie-
distributed acts—notably Katie
Melua (Dramatico), Franz Fer-
dinand (Domino) and Simply
Red (simplyred.com)—also
fared well in the upper eche-
lons of the European albums
chart during 2005. oo

EMI and its

star ROBBIE WILLIAMS
made a long-term,
multiplatform deal with
T-Mobile.
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U.K. Music Biz Holds Steady

New Talent, Increased Digital Sales Boost British Hopes

LONDON—AIlready holding
strong in 2004 amid declining
sales in most European coun-
tries, the British market expe-
rienced another reasonably
healthy year in 2005.

That was sparked by the twin
forces of ongoing creative vital-
ity and digital sales growth.
Label executives see the devel-
opment of a legitimate digital
music market as a key to the in-
dustry’s future health.

On the artistic side, the past
12 months played witness to the
rise of a new wave of local acts,
with the likes of James Blunt,
Bloc Party, Kaiser Chiefs and KT
Tunstall leading a raft of hot new
British talent whose attention
in the music press was backed

up with success on the sales
charts. “There were a lot of new
names this year,” EM] U.K. &
Ireland chairman/CEO Tony
Wadsworth says, “and this is
very healthy.”

The climax in live music
arrived July 2 with Bob
Geldof’s all-star Live 8 con-

ETOP

cert, which gathered 200,000
people at London’s Hyde
Park. A Pink Floyd reunion
was among the highlights.
Veteran promoter Harvey
Goldsmith described the
Africa-awareness exercise to
Billboard as “the biggest live
event to ever take place.”
Following the U.K. launch
n 2004 of Napster and Apple
Computer’s iTunes, Britain’s
powerhouse music retailers
HMYV and Virgin planted the
seeds for their own electronic
futures this year. The two ri-
vals pressed the buttons on
their own custom digital mu-
sic services within days of one
another in the first week of
September—a sign that they

plan to carry on sparring into
the digital age.

The launch of HMV Digital
and Virgin Digital arrived on the
heels of the Official U.K. Charts
Co.’s new singles and albums
charts, which incorporated
download sales along with the
physical format for the first
time. Full mobile phone down-
loads also became eligible for
chart inclusion.

The growth of the online
music business did not occur
without debate. Labels body
the Assn. of Independent
Music complained that the
new chart did not reflect the
real weight of indies, as few
had managed to cut deals
with the key online retailers.

A complaint to regulator the
Office of Fair Trading was
later dismissed.

The British Phonographic
Industry went toe to toe with
authors body the Mechanical-
Copyright Protection Society-
Performing Right Society
Alliance in a row over online
licensing terms that was re-
ferred to the country’s Copy-
right Tribunal.

The MCPS-PRS, which
welcomed new CEO Adam
Singer in February, retaliated
by challenging record com-
panies to declare the details
of the revenue they obtain
from legal downloads. The
case is ongoing.

Britain’s major music

BY CHRISTIE ELIEZER |

Aussie Talent Looks Overseas

As Home Market Shrinks

Looking back on 2005, Aus-
tralasian Recording Industry
Assn. chairman Denis Handlin
says, “What's been exciting this
year is the surge of new talent
covering all styles of music.”

Sony BMG Australia chair-
man/CEO Handlin’s words are
borne out by domestic talent’s
performance on ARIA’s singles,
albums and DVD charts.

During 2005, some 15 Aussie
acts hit the top spots on those
lists. They included eight debut
acts, most notably Melbourne
singer/songwriter Missy Hig-
gins. Her album “The Sound of
White” (Eleven/EMI) has
shipped more than 560,000
units domestically.

Label heads suggest that in-
ternational success for Jet, Keith
Urban and Delta Goodrem in
2004 helped convince their over-
seas counterparts to sign the
class of 2005.

Higgins, whose album is re-
leased via Warner Music inter-
nationally, led a pack of Aussie
debutantes scoring overseas
deals. They included End of
Fashion (EMI/Capitol), the
Veronicas (Warner/Sire),
Rogue Traders (Sony BMG) and
Sarah Blasko (Dew Process/
Universal/Mercury).

Aussie execs acknowledge
that falling sales athome mean
anincreasing reliance on over-
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seas success. In September,
ARIA figures showed recorded-
music shipments at 22.7 mil-
lion units, down 7.54% from
the same frame in 2004. Trade
value fell 11.8% to $209 million
Australian ($156.7 million).

The need to step up exports
was reflected in a higher profile
for Aussie acts at trade events
from South by Southwest in
Austin to MIDEM in Cannes.

Australian acts and labels
have been taking full advantage
of the advice, funding and
human resources for such trips
offered by government export
body Austrade. The organiza-
tion has 110 offices in 85 coun-
tries, and this year set up a Los
Angeles office to help Australian
acts find U.S. music deals.

Exporting acts was also high
on theagendaat the Assn. of In-
dependent Record Labels’ in-
augural label summit, held in
July in Brisbane.

Some 80 labels attended, re-
flecting what AIR executive di-
rector Stuart Watters says was
a good year for indies. “Inde-
pendent acts really pushed to
the forefront this year,” Wat-
ters says. “There’s a greater
consumer awareness of these
acts, although it’s still difficult
out there.”

Major and indie label acts
contributed to a healthy live

scene in Australia during 2005.
In June, the Australian Enter-
tainment Industry Assn. pub-
lished its first Ticket Attendance
& Revenue Survey, which re-
vealed that live shows are gen-
erating much greater revenue
than previous government es-
timates. The report, based on
sales from ticketing agencies
and performingarts companies,
estimated that 12.5 million tick-
ets, worth $689.6 million Aus-
tralian ($524 million), were sold
in 2004. That total covered 10
categories—from pop concerts
to wrestling—with contempo-
rary music shows constituting
28% of the figure. (Figures for
2005 are not yet available.)

“The buoyancy of the live
sector allows [Australian] acts
to develop a grass-roots audi-
ence,” Handlin notes.

“They hit the road and create
alarge fan base for themselves,
so record companies don’t need
to create an audience from
scratch,” Warner Music Aus-
tralia president Ed St. John says.

The AEIA survey said Aus-
tralia’s live business was as sig-
nificant a revenue earner as
the domestic movie industry.
The organization has been
lobbying the government to
grant investors in live shows
tax breaks similar to those-af-
forded film investors.

Other such bodies as
ARIA, the Australasian Per-
forming Right Assn., AIRand
the Australian Music Retail-
ers Assn. also stepped up di-
alogue with the government
during the year.

Individually or together,
they discussed dealing with
piracy, the fair use of copy-
right provisions, export
initiatives and tax benefits
for private investors.

Online music compa-
nies are hoping some of
those investors will look
their way. Sydney-based
Paul Buchanan, manag-
ing director of content
aggregator Soundbuzz
Australia, suggests
that high-profile
court action in
2005—notably
the recent Kazaa
case—has given the
sector a “clean-skin
image,” which will
make online invest-
ment more attrac-
tive in 2006.

Sire Records in
the United States
has signed THE
VERONICAS,
one of a number
of Aussie acts
trying to spread
its success
around the globe.

I

 AUSTRALIA:
THE TOP STORIES
* Warner Music

Australia buys out

leading indie Festivatl
Mushroom Records.

Brazin, parent of
market-teading music
merchant Sanity, buys
out HMV Australia.

Coliecting society
Australasian Performing
Right Assn.’s
distributable income
rises 10% to $107
million Australian
($80.3 million).

Record labels win
several copyright-
infringement cases,
most notably against
Kazaa.

Apple Computer’s
iTunes store launches in
October, boosting
consumer awareness of
local download sites.

company EMI reported
strong full-year results in
November on the back of
successes from Coldplay, Go-
rillaz and Robbie Williams,
among others. And while the
rumor mill continued to turn
on a merger with Warner
Music, EMI executives con-
tinued to downplay such
speculation.

Not everything came up
roses for Britain’s music
firms. The London-based in-
dependent Sanctuary Group
hit tough times. After years
of growth and bullish acqui-
sitions, Sanctuary issued a
string of profit warnings and
culled 25% of its global
workforce. oo

The Veronicas photo: Gaye Gerard/Wirelmage.com
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, BY STEVE MCCLURE |
Piracy Keeps
Dogging Asia

Industry Feels Mobile Music Offers Light At The End Of The Tunnel

TOKYO—Good news for the
music industry in Asia during
2005 was scarce, as the indus-
try’s long-running battle against
piracy continued.

However, there were hope-
ful signs of a new industry
model beginning to emerge in
the region as the music and
telecommunications indus-
tries started working together
to mutual advantage.

“The Asian music industry
has faced huge setbacks, but
there is hope on the horizon,”
Hong Kong-based music busi-
ness consultant Anders Nels-
son says.

EMI Music Asia president/
COO Paul Robinson agrees.
“Asia is certainly going
through challenging times,”
he says. But “we see trends
that will deliver market growth
in the future, [which] will
come through establishing the
value of music with our con-
sumer and through us em-
bracing change.”

“The companies which will
survive and flourish are the ones
who embrace and develop
today’s technology rather than
those who cling to outmoded
platforms,” Nelsson says.

He suggests that China’s de-
veloping music market offers
hope for the business, particu-
larly because of “the huge num-
ber of music fans [there] who are
willing to pay for telephone
downloads of music.”

In 2005, the closest links be-
tween the music and telecom-
munications industries were in
South Korea, the region’s leader
in mobile technology.

“Mobile telcos moving into
the digital music marketplace is
perhaps the biggest trend of
2005,” MTV Korea director of
creative and content Yoo Seung-
kwan says.

“By combining once separate
online and mobile music offer-
ings into a convenient, com-
prehensive music site, the
Korean mobile telcos now en-
able music fans to enjoy their
favorite music whenever, wher-
ever and on whatever devices
they desire,” Yoo says.

He cites SK Telecom’s sum-
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mer 2005 purchase of South
Korea’s biggest record label,
YBM Seoul, asexemplifying the
telecoms’ commitment to the
digital music market.

Among the Korean artists
benefiting from such new syn-
ergies was DSP Entertainment-
signed female vocalist Lee
Hyolee. The label struck a deal
with consumer electronics giant
Samsung, which saw a new
Samsung mobile phone heavily
featured in her promo video for
“Animotion.” Samsung says the
track was viewed 1.1 million
times and downloaded 89,000
times within three weeks after
it was made available on its Web
site in March.

In Indonesia, local rock band
Radja also used telecom tie-ins
to buck the prevailing mood of
gloom. Marketing support
from Indonesia’s biggest
telecom company Telkomsel
helped the act ship more than
1 million copies of its debut
album, “Langkah Baru,” since
its release in January, accord-
ing to its label EMI Indonesia.

While an answer to the threat
that peer-to-peer sites pose ap-
peared to be developing in some
markets, news elsewhere was
dominated by the labels’ ongoing
battle against illegal file sharing.

In January, the Taiwanese
government outlined a draft
program aimed at combating
online piracy to a visiting dele-
gation of officials from the
Recording Industry Assn. of
America and the International
Federation of the Phonographic
Industry. Simultaneously, IFPI
Taiwan announced the launch
of an $11.5 million civil suit by
member companies against a
local P2P service.

And in July, Sony BMG,
Warner Music, EMI and Uni-
versal Music Group filed suit
against Beijing-based Internet
search engine Baidu for al-
leged copyright violations
involving 137 songs. The com-
panies sought $210,000 in
compensation. Baidu was sub-
sequently found liable for deep
linking to unlicensed music
files, and the companies began
a period of negotiations to re-

solve the problem.

A further victory came for the
labels in October in South
Korea. The Seoul District Court
ordered that country’s best-
known file-sharing network,
Soribada, to shut down Sorib-
ada 3, the latest incarnation of
its P2P software.

But physical piracy re-

mains a major problem for |
the Asian industry, a situation

underlined in November
when the Malaysian govern-
ment revoked the business
licenses of five CD manufac-
turing plants accused of being
involved in piracy.

Setting up legitimate music
companies in China is seen as
one way of tackling physical
piracy there, and in 2006
Warner Music International is
set to become the first outside
record company to establish its
own distribution arm in main-
land China through a partner-
ship with a local company.
Universal has signed a similar

e

* Universal, Warner ink
tandmark distribution
deals in mainland China.

.« Taiwan, Hong Kong
governments announce
plans to combat peer-to-
peer services.

.« The Recording Industry
Assn. of America and
International Federation
of the Phonographic
industry urge Chinese
government to
strengthen anti-piracy
measures,

‘s Courts rule against °
Chinese, South Korean
file-sharing services.

+ Malaysian government
clamps down on piracy-
related CD plants.

deal with another Chinese label.
In personnel news, one of the

biggest stories came when MTV

Networks Asia Pacific president
Frank Brown—one of the re-
gion’s most respected music
executives—announced in
September he would leave his
post at the end of December
and relocate to Sydney. Brown
is being replaced by MTV Net-
works Australia managing di-
rector Nigel Robbins.
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\Japan’s Digital

Market Takes Off

TOKYO-~The contrast between the physical and
digital sides of the record industry became ever
more distinct in the world’s second-biggest
music market during 2005.

“It’s a very tough physical market,” Warner
Music Asia president Lachie Rutherford says.
But “there’s a rise in mobile phone download
business, and | have great hopes for Web-based
music downloads. So | see light at the end of
the tunnelin Japan.”

Although CD sales slumped, PC- and mo-
bile-based downlioads showed healthy in-
creases. Recording Industry Assn. of Japan
data for the first 10 months of 2005 shows
shipments from its 41 member companies fell
to 352.2 million units, down 3% from the same
period in 2004. Value dropped 5% to 435 bil-
lion yen ($3.6 billion).

"JAPAN: THE TOP
STORIES

* CD sales slump as digital
sales rise.

» Apple Computer's iTunes
Music Store Japan opens.

* Napster moves into
Japan in joint venture
with Tower Records
Japan.

* Telecom NTT DoCoMo
buys 42% stake in TRJ.
» Japanese government

rejects “iPod tax”
proposal.

South Korean artlsts
like BOA experienced
incréased popularity
in Japan this year.

The RIAJ published its first digital sales data
during 2005. It showed mobile-based down-
loads (full songs, polyphonic ringtones and mas-
terringtones) from its members to total 72.1 mil-
lion units in July-September, up 25% over the
previous quarter. Trade value rose 23% to 9.1
billion yen ($76.5 million).

PC-based downioads totaled 2.3 miilion units,
up 125% over April-June, with trade value ris-
ing 87% to 436.7 million yen ($3.7 miilion).

That growth was boosted by the Aug. 4
Japanese launch of Apple’s iTunes Music Store,
which claimed 1 million sales in its first four days
of operation.

Apple Computer’s iPod digital music player
was also a major hit, with Apple claiming to have
a 60% share of Japan’s portable digital music
player market in 2005,

However, BMG Japan president/CEO Hide-
hiko Tashiro is among those sounding a cau-
tious note about the iPod’s apparent suc-
cess. “iPod growth may be driven by cheap
CD rentals,” he says. Unique among major
music markets, Japan has a thriving, legal
CD-rental sector.

The line between the “old” and “new”
music businesses began to blurin 2005, with
music merchant Tower Records Japan and
Napster announcing a joint venture, Napster
Japan, in October. The service will launchin
spring 2006.

Telecom operator NTT DoCoMo's
subsequent purchase of a 42% stake in

TRJ sparked industry speculation as to
what future synergies the companies
might develop.

On the talent front, one of the more
unexpected hits in 2004 was the
album “Soukana” by veteran male
vocalist Kazumasa Oda (BMG

Japan).

It reached No. 1 on music trade
. magazine Oricon’s album chart the
\' week of June 27, making 57-year-
old Oda the oldest person to score
aNo.1albumin Japan.
Elsewhere, the accent was on youth,
with one key trend being the emergence
of several mature-sounding teenage
female vocalists.

They included 17-year-old
Miriya Kato (Sony Records),
whose string of pop/R&B sin-

gles preceded her debut album,
“Rose,” in late October.

Warner Music Japan, meanwhile,
has high hopes for 18-year-old
Ayaka, whose debut single, “| Be-
lieve,” is due Feb. 1, 2006.
Another notable trend was
% the growing popularity in
Japan of such South Ko-

rean artists as 18-year-old

vocalist BoA. Her album

“Best of Soul” (Avex)
topped the Japanese
charts in February, and

has shipped more than

1million copies, accord-
ing to the RIAJ.
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political arena.
With a federal election called
for Jan. 23, long-awaited revi-

revisions to Canada’s
Copyright Act.

Also in October, the CAB
lodged an appeal with the
federal court against a deci-
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“We're going to have to
wait now until mid-2006 to

alternative rock acts
breaking internationally.
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Canada president/CEO
Randy Lennox says.
Reforming copyright law
“will remain a priority for in-
dependents in 2006,” adds Cori
Ferguson, executive director
of the Canadian Independent
Record Production Assn.
The revision would have
advanced Canada’s commit-

tinued to evolve, with more
product and platforms avail-
able. But significant differences
remain between publishers
and labels over these new rev-
enue streams.

“The digital landscape feels
good,” Vancouver-based Nett-

storm in fune when it granted
subscription radio licenses
with lessened Canadian con-
tent requirements to satellite
operators Canadian Satellite
Radio and Sirius Canada.
“The satellite radio debate
raised important issues related
to Canadian content levels and
Canadian talent-development
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signed in 1997. The Perfor-
mances & Phonogram Treaty
and the Copyright Treaty
cover copyright protection in
the digital age.

The draft bill would make it
aninfringement to knowingly
trade or communicate copies
of copyrighted works made for
private use. It would not alter
anindividual’s right to make a
personal copy but would set
tough limits on what users
could do with copies.

An earlier blow to rights hold-

going to be resolved? I geta
sense the world will pass us by
ifitisn’t soon.”

“Music is a hot property,” Fer-
guson says, “and new delivery
systems are appearing on what
seems to be a monthly basis.
The challenge [remains] to find
working models to bring music
to consumers that best meet the
needs of everyone involved.”

New technology and rights
issues are also to the fore on
the broadcasting front, with
battlelines being drawn ahead

review,” Ferguson says.
Labels were happier to hear
in September about the
planned reintroduction of
MTYV in Canada in January
2006 though a joint venture
with CTV. The MTV brand |
had disappeared from Cana-

dian airways in June, whena ||

licensing agreement with

Calgary-based broadcaster ||

Craig Media expired.

Another positive sight was
the string of acts from Canada’s !
alternative sector that broke
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FIRE was one of a number

of successes during the year
from Canada’s indie labels.
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Telecommunication Com-
mission to shelve such a re-
view for at least three years to

such established Canadian
acts as Nickelback, Celine
Dion and Diana Krall.
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o put it mildly, 2005 has been a good year for Mariah Carey.

Her April release, “The Emancipation of Mimi,” is her best-

selling album since 1995’s “Daydream,” which has sold 7.5
million copies in the United States. “Mimi” has sold 4.2 million
copies in the States, according to Nielsen SoundScan. island
Def Jam says total worldwide sales exceed 7 million.

The three previous years were aroller coaster ride for Carey, marked by the disappointing sales of
the soundtrack to “Glitter” (which was released Sept. 11, 2001), EMI's buyout of her contract and the
subpar performance of “Charmbracelet,” her first album under her new deal with Island Def Jam.

But this year, her success has come swiftly and surely. “We Belong Together,” the first single from
“The Emancipation of Mimi,” spent 14 weeks atop The Billboard Hot 100, more than any other
song in 2005. The song tops Billboard’s Hot 100 Singles Airplay year-end chart, with another
Carey single, “Shake It Off,” comingin at No.10. “Don’t Forget About Us”—the first single from the
ultra platinum edition of “Mimi,” released Nov. 15—is No. 2 this issue. The platinum edition contains
four new songs, while a limited edition also comes with a DVD featuring the five videos from

- UplFront

BY MELINDA NEWMAN

board Hot 100. The Beatles hold
the record at 20. How important is
breaking that record to you?

A: I'm so not about that, be-
cause [ don’t even think peo-
ple want anybody to beat the
Beatles’ record. How can |
even put myself in a category
with these people? [ so don't.
Hearing [my records] on the
radio so much and feeling the
love from the fans, that seems
real to me and that’s what I
look toward.

“Mimi” and other treats.

A bevy of honors have come Carey’s way this year as well, including four Vibe Awards and five
Billboard Music Awards. Two days after snaring her BMAs, she received eight Grammy Award nom-
inations, including coveted album, record and song of the year nods.

Q: Do you consider “Mimi” a
comeback?
A:1t's a comeback to the top
of the charts if you're looking
ata solo record. It was not even
two years ago I was on “I Know
What You Want” with Busta
[Rhymes], which was a really
big record. And me and
Jadakiss had a big urban
record as well, so I've always
been around doing little
things. But, yes, this is a come-
back if you want to be techni-
_cal about it, because it’s an
album of songs that have come
from my heart that [ didn't
have to battle the record com-
pany about. It was like, “We
support you as an artist.”

Q: You have always taken an ac-
tive role in songwriting and pro-
duction. but it does not seem like
you get credit for that. Does that
bother you?
A: I've always been very in-
volved, but there used to be
limitations as to where I could
go musically in terms of what
was acceptable to the record
company. | understand [that]
when you have somebody just
starting out. That mentality
lasted for a long time.

And then [ had the period
that they’ll call “the slump” or

whatever words they want to
use. Everybody and their
mother had their opinion: “You
need to start singing ballads
again. Why aren’t you singing
ballads?” | never stopped
singing ballads. “Oh, she’s got
to stop working with all these
rappers. It’s terrible.” Next
thing you know, the remix of
“We Belong Together” is No. 1
for however many weeks on
the hip-hop charts.

It's kind of difficult for peo-
ple to see me as this diva and
then to also realize that I do
write my songs and produce
the records. Quite frankly, it’s
much easier for men to get
credit than women, particu-
larly [since I am] not sitting be-
hind a piano or a guitar. My
voice is my instrument; it al-
ways has been.

Q: You had a record label, Crave,
while you were on Columbia. Any
plans to start another imprint?

A: Well, that was a bleak ex-
perience, because it wasn’t
even my idea to do it. And then
1 got blamed for it not working
out. And it conveniently didn’t
work out when I left my hus-
band [then-Sony Music chief
Tommy Mottola], which I still
can'tbelieve | was married [to],

but we won’t go into that. So
that was a lot to put on some-
body’s shoulders who really
didn’t want to do it.

Q1 Why did you decide to do the
ultra platinum edition of “Mimi”?
A: I’'m saying it's for every-
body, but it’s definitely for my
true fans. It really is like a pack-
aged thank-you to them. But
also “Don’t Forget About Us”
was really the inspiration for
the rerelease, because Jer-
maine Dupriand I had started
writing the song in Atlanta and
I was going to take it and fin-
ish working on the bridge.

Q: So the single was not ready
for the original version released
in April?

A: No. Once we put that bridge
in there it was like, “OK, we re-
ally need to put this out.” It was
just sort of like a combined
feeling of, “Let’s have a cele-
bratory moment with this ultra
platinum edition.”

Q1 Were you concerned that your
fans might have to buy the same
material twice?

A: I think that my real fans
would want the new stuff be-
cause it’s also the new pack-
aging. These are die-hard fans

I'm talking about. And I plan
on continuing to add on to
this DVD link. It’s not like
they would have access to this
any other way, so I thinkit'sa
cool thing.

Q¥: For the Nov. 15 release of the
ultra platinum version, fans
camped out overnight for your ap-
pearance at the Virgin Megastore
in Los Angeles. Does their devotion
surprise you?
A: When I heard they were
camping out, I was like, “Oh
no!” I just want them to come
in the morning and don't get
cold. I try to send them cocoa
and doughnuts, but only half
the people get them. And
[then] I have another guilt
fest. I really tried to stay that
day and sign every last per-
son’s autograph.

My real fans have always been
with me through great times

and not-so-great times, and
that’s why I think we have a re-
ally close, special connection.

Q: Why does the relationship with
IDJ chairman Antonio “L.A.” Reid,
who was executive producer on
“Mimi,” work so well?

A: He’s amusic man. Irespect
his opinion. When he has
something to contribute, it's
not like he’s giving me some
weird kind of direction from
out of the blue that makes no
sense. He is definitely much
more in tune with urban music
than any other executive I've
ever dealt with and under-
stands the fact that I feel urban
music, but I have the ability to
make songs that can crossover.
So I think rather than try to
squash something within me,
he embraces it.

Q: Youhave 16 No. 1son The Bill-

DECEMBER 24, 2005

Q: When do you plan to tour
again?

A:1don’'tknow. I know I have
to do it, but I really want to do
it right. I want to be able to do
as much of the new material as
possible while still giving the
fans some of the older stuff be-
cause I, as a concertgoer, hate
it when people don’t do their
older songs.

I enjoy [touring], but it’s re-
ally rough on me because I
have to take two days off be-
tween each show. It's just the
nature of my songs.

Q: Howdo you follow up “Mimi”?
A: Justlive life and keep grow-
ing creatively. The more you
survive, the more you're able
to not let the hurt turn into
hate. I mean, there’ll always
be some element of sadness
at the core of who [ am,
because I've had a lot of
difficulties and things to over-
come. I think people tend to
think I floated out of my
mother’s womb in a sequin
gown. The great thing is it’s
not about topping this, it’s
about living in the moment.

I prayed to get through
everything I got through,
and | prayed for this record
to be really good and really
strong and for me to be
proud of it, and God always
answers my prayers, and I'm
just thankful. ave
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@ "...Something To Be":

First-ever #1 solo album debut by a
male artist from a rock or pop group.

#1 Debut - The Billboard 200.

First-ever #1 DualDisc-only
debut release.

#1 Digital album... #1 iTunes album.

® “Lonely No More"”:
#1 in 15 countries.

#1 for 10 weeks at Adult
Top 40 radio. .,

#1 for 17 weeks at AC radio.
#1 Hot Dance Club Play.
#1 on VH1 Countdown.

® 2 Grammy Awards Nominations:

Best Male Pop Vocal Performance
“Lonely No More.”

Best Solo Rock Vocal Performance
"This Is How A Heart Breaks.”

® Male Artist of the Year
- New Music Weekly -

© Best Rock Star Style
- US Magazine

SRO world tour | 9

a

Approaching 3 million sold

® And the story continues...
new single, "Ever The Same,”
#1 most-added...
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elcome to

Billboard’s

annual review of the year in music
and touring. Within this 95-page
special section, you will find the most comprehen-
sive recap available anywhere of the top-charting
artists and top tours of 2005. With more than 220
individual music charts across more than 30 cate-
gories, and 10 exclusive charts of touring data, this
report provides the definitive look at who won the
attention—and dollars—of fans during this challenging
time for the music business. The charts are accompa-
nied by analysis by Billboard writers and editors, look-
ing at multiple music genres and the top tours and
venues of the year. Plus we explain how all these
charts are compiled. It is time to pause and look back
at the year that was. Billboard charts the way.
—THOM DUFFY
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Kelly Clarkson
transcended her
‘American Idol’
image on the
pop charts.

The Year In Pop

50 Cent Is Artist Of The Year But Women Kept The Hits Coming BY MELINDA NEWMAN

Jl he honors for top artist of the
year may go to 50 Cent, but
he is sharing the pedestal
with the ladies in 2005.

After a few off years,

Mariah Carey returned to the top of

the heap, Kelly Clarkson shed her

“American Idol” past on the way to

superstardom and Gwen Stefani left

no doubt that she is the queen of the
dance/pop world.

50 Cent captured several year-end
plaudits thanks to the success of “The
Massacre” (Shady/Aftermath/Inter-
scope}, including the No. 1 position
on the Top Artists, Top Billboard 200
Albums Artists and Hot 100 Artists
year-end recaps. But he and the gals
were not the only successful ones on
the pop and rock charts in 2005.

Green Day continued on the siraight
upward trajectory it started with 2004’s
political rock opera “American Idiot.”
Foo Fighters proved they have notlost
a beat 10 years into their career. Los
Lonely Boys got a major-label push,
and Fall Out Boy seemingly dropped
out of nowhere with a top 10 debut on
The Billboard 200 earlier this year.

“American Idol” may have given
Clarkson her start a few years back,
but she shed any possible remaining
stigma attached to being a talent con-
test winner with her aptly titled album
“Breakaway” (RCA/RMG).

Unlike other Idols who have
proved to be strong singles sellers
but have not been supported at radio,
Clarkson has dominated pop, ACand
adult top 40 airwaves for more than
ayear with multiple tracks that show
her versatility.

The title track to “Breakaway” was
the runaway winner as the No. 1 song
on the year-end Hot Adult Contempo-
rary Songs chart.

Even though she is just beginning
her chart path, this season’s “American

Idol” winner, Carrie Underwood, is al-
ready offto a strong start. Her first sin-
gle, “Inside Your Heaven,” topped the
Hot 100 Songs Sales chart, followed
closely by “Idol” runner-up Bo Bice with
his version of “Inside Your Heaven”
backed with “Vehicle.”

Underwood’s debut album, “Some
Hearts” was off to a great beginning by
year’s end, debuting only behind
Madonna on The Billboard 200.

CAREY’S COMEBACK
Clarkson and Carey vied for the top
spot on several charts as Carey scored
the comeback story on the year with
her autobiographical “The Emancipa-
tion of Mimi.”

Carey’s “We Belong Together” ruled
The Billboard 100 for 14 weeks this
year, more than any other song in 2005.
“We Belong Together” topped the Bill-
board Hot 100 Singles Airplayyear-end
chart, with another Carey single,
“Shake It Off,” coming in at No. 10 on
the same chart.

As a fashion icon or music maven,
Gwen Stefani was everywhere in 2005.
Her “Hollaback Girl” was arguably the
song of the summer, and it ended the
year as the No. 2 tune on the Pop 100
Songs recap. The song also hit a no-
table milestone: It became the first tune
to surpass the 1 million download
mark, according to Nielsen SoundScan.

She was not alone in cyberspace.
The Black Eyed Peas, who are at No. 6
on the Top Artists recap, captured the
poll position on the Hot Digital Songs
Artists chart. U2 snared No. 1 on the
Top Internet Artists chart, and the
band’s album “How to Dismantle an
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