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DATE Aprll 9, 1981

TO
OFFICE_,_ DCI DCR' DCMP CETRIES EW! Campeny

FROM ___ M :
OFFICE CJci  [JcrlI [JCMP

SUBJECT: appLE (N.Y.) AUDIT CLAIM FOR AFM FEES WITHHELD

The following material has been prepared at your direction.

APPLE'S POSITION:

The current Apple audit contains a claim for AFM liability
withheld from royalties through June 30, 1979 of $552,849.80
(U.S. & Canada) on the grounds that "No provision could be
found in any of your agreements giving Capitol or EMI the
right to withhold AFM fees from payments otherwise due

Apple Records." Apple's position is that Capitol is
responsible for any AFM fees. (Exhibit A)

CAPITOL'S POSITION:

Capitol's position is that Apple is responsible for the AFM
liability and is based on the following:

1. An oral agreement between Allen Klein and Len Wood
covering sales in all territories. (Exhibit B)

2. Section 7 of the EMIR license to Apple which provides
that "...Licensee shall also be responsible for the
discharge of all liability to any artist or any third
party arising out of the manufacture, sale, use and
publication in the territory...." (Exhibit C) (The
third party provision would apply to the AFM.}

BEATLE U.S. RECORDINGS

The Beatles never recorded as a group in the U.S. for record
making purposes. (Tapes made of the 1965 and 1966 live
concert in the Hollywood Bowl were released as records in

May 1977. See comments re this later on.) It was not until
the individuals began recording solo product in the U.S. that
the AFM problem arose. (The first product recorded in the
U.S. was released in September 1970 - Ringo Starr's "Beaucoup
of Blues" album and a single therefrom.) Prior to this time
the recordings were recorded at EMI with EMI's full knowledge
and approval. Beginning in 1970, the individuals began to
record when and where they liked, often informing EMI after
the fact. Abkco, as Apple's manager, would pay those bills
where immediate payment was necessary and then seek
reimbursement from EMI. If payment for the bill could be
delayed it was sent directly to EMI for payment. (In the
case of McCartney, McCartney Productions, rather than Abkco,
would handle.)

After Akbco was terminated (February 1973) as the managér of

Apple, the bills were sent to Capitol for payment. (At first
SIGNED: _
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SUBJECT: APPLE (N.Y.) AUDIT CLAIM FOR AFM FEES WITHHELD

SIGNED:

Capitol transmitted the bills to EMI for payment, but, because
of long delays, EMI requested that Capitol pay them on behalf

of EMI and transmit the paid bills to EMI for reimbursement.)

(See Note, Page 4)

HISTORY OF AFM WITHHOLDING:

As of June 6, 1974 and reconfirmed May 25, 1976, EMI advised
Capitcl that it had

1. Been withholding the amount of the potential AFM
liabilities from the Beatle royalties for world-wide
sales (including U.S. and Canada),

2. 5S¢ informed the Receiver for the Beatles, and

3. Set up an EMI reserve in the event EMI must pay the
AFM and could not recoup from the Beatles (Exhibits D 1
and 3).

The amount withheld for the U.S. and Canada, however, was only
from the rovalties which Capitol had been permitted to remit to
EMI (through June 1974 royalties). Beginning with the royalties
for the month of July 1974, Capitol was instructed by the State
of New York to hold all monies due Apple Records, Inc. (N.Y.}.

In May 1975, Capitol was directed to pay the monies withheld to
the Sheriff of New York and all future monies due Apple until

the full amount of the attachment had been remitted. (Exhibit D-2)

At first, the entire withheld monies were remitted to the
Sheriff. Shortly thereafter, the interpretation of the attach-
ment was changed (or the attachment altered) to allow Capitol
to recover from future payments the total amounts due to third
parties. Capitol subsequently recovered the full amount of the
potential AFM liability up to date, as well as the McCartney
solo royalties through December 31, 1974. (Exhibit E)

When EMI terminated the Beatle license with Apple (N.Y.) as of
4/30/76 and licensed Capitol as of 5/1/76, Capitocl continued

to withhold the AFM liability from subsequent royalties. However,
effective May 1, 1976 Capitol began including Beatle sales on
those albums recorded in the U.S. on its regular AFM reports

and payments (Exhibit F) since Capitol became the U.S. manu-
facturer at that date.

RESERVE FOR AFM LIABILITY:

In addition to the withholding, a special reserve was maintained
to safeguard against the possibility that Capitol or EMI might
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have to reimburse the Beatles for the money withheld for the
AFM liability. This reserve was subsequently reduced by
the amount withheld for the McCartney solo albums through
December 31, 1974 due to the subseqguent release signed by
MPL. (Exhibits G and H)
CAPITOL'S ANSWER TO AFM INQUIRIES:
Capitol's reply to the AFM re the liability prior to 5/1/76
has been that it is the responsibility of Apple and all
questions should be directed to Apple. (Exhibit I)
NOTE: RE BEATLES HOLLYWOOD BOWL LIVE.CONCERT ALBUM:
It was decided that the Hollywood Bowl Live Concert album was
subject to AFM fees and that it is not recoverable from the
Beatle royalties "since it was recorded prior to 9/1/69"
(Exhibit J) and neither the later oral agreement nor the
EMIR license to Apple of 9/1/69 would apply. Capitol has,
therefore, paid the AFM on sales of this album and no AFM
has been withheld from the Beatles royalties.
TWO ALBUMS REQUIRING ADJUSTMENTS:
1. George Harrison's "Extra Texture" Album (Exhibit K)
There is an agreement with Loka Productions of August 22,
1975 which provides that a royalty of so much, less any
amount due Apple under the 9/1/69 agreement, shall be
paid to Loka Productions. Paragraph 8 of that agreement
reads: "8. You agreed to be responsible for all payments,
if any, which may have to be made to the AF of M Special
Payments Fund or Music Performance Trust Fund in connection
with sales of the album regardless of where such sales take
place." (The AFM liability as of March 31, 1979 was
$24,540.00.) This amount has been included in the amount
withheld from Beatle royalties. 1If it should be decided
that Apple is not responsible for the AFM, Capitol could
recover it from Loka Productions and/or George Harrison.
It was therefore not included in the special reserve.
2. Ringo Starr's "Blast From Your Past" Album (Exhibits K and L)
There is a signed but undated Agreement with R. Starkey re
this album which states in Paragraph 5: "You and Capitel
agree that Capitol shall withhold from monies otherwise
payable hereunder .0344 for each copy of the album sold to
SIGNED: be applied in satisfaction of any obligation to the AFM
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APPLE (N.Y.) AUDIT CLAIM FOR AFM FEES WITHHELD

Spcial Payments Fund and/or Music Performance Trust Fund in
connection with this album." Unfortunately, the .0344 was
not gquite enough to cover the AFM liability. Consequently,
the .0344 is deducted from the royalty (neted against) on
this specific album, while the difference between the
actual AFM less the .0344 is included in the amount
withheld from Beatle royalties. |

RESERVES REQUIRED:

There are currently two reserves required as follows:

NOTE:

1. The potential AFM liability at 4/30/76. This is the
actual amount that may be due to the AFM. (It would
include the McCartney solo albums through December 31,
1974 as well as the actual AFM liability on "Extra
Texture" and "Blast From Your Past".)

This amount will not change after 4/30/76, since
beginning May 1, 1976 on Capitol actually reported
sales from May 1, 1976 on.

2. The reserve for the claim for withholding from Apple up
to the current month. If it has been correctly computed
it should be made up of the following:

The actual AFM liability at 4/30/76 plus the AFM
paid or accrued by Capitol after that date, less

1) McCartney (through 12/31/74)
2) $.0344 per album on Ringo Starr

3} "YExtra Texture" actual AFM liability.

I scanned the first few session reports (U.S.) which were
forwarded to Capitol to pay and note that Apple Records, Inc.
was shown as the company on the AFM forms (Exh. M).
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Thus, with the exception of the AF of M fees withheld and the legal fees incorrectly

* deducted, all amounts reported by Capitol were paid to Apple by EMI.

! AF OF M FEES (UNITED STATES AND CANADA)

Capitol Recorc_i?;, Inc. is @ signatory to the 1977 American Federation of Musicians (AF of
M) Phonograph Record Labor Agreement and Special Payments Fund Agreement in the
United States and Canada. These contracts require that certain fees be paid by Cabitol to
the "Music Performance Trust Fund" and the "Phonograph Record Manufacturer's Special
Payments Fund" on recordings made by union members based upon the number eof units
sold worldwide. Examination of the royalty payments due Apple (New York) which were
actually paid by Capitol Records to EMI, and then by EMI to Apple Records in England,
revealed that from Septemberl, 1970 to July 31, 1974 EMI deducted an amount
equivalent to the aformentioned fees from the payments otherwise due Apple in
connection with the recordings by the individual group members. These monies were not
paid to the unjon funds, but were retained in the EMI Earnings Suspense Account unti!
January 20, 1977, when EMI transferred these funds,"amounting at the time to 167,792,
back to Capitol Records at the then equivalent dollar value of $389,723.90. Since that
date Ceapitol Records has withheld additional amounts equivalent to AF of M fees from its
) payments to EMI on your behalf, amounting to an additional $163,125.90 based on sales in
( the United States and Canada. It should be noted that EMI followed a similar practice on
sales outside the United States and Canada, and appropriate claims are included in our

London office's report on the current examination of EMIL.

We asked Capitol to provide us with documentation to determine if any payments were
actuzlly made by them, to the asppropriate union fund, but they refused to provide this
information and indicated that it was outside the scope of our examination. We did check
{ Capitol's computations of the AF of M fees on a test basis and found them to substantially

correct.

No provision could be found in any of your agreements giving Capitel or EMI the right to
¢ withhold AF of M fees from payments otherwise due Apple Records. Accordingly, we
have summarized the amount of AF of M fees incorrectly withheld by. Capitol from
payments otherwise due Apple Records from September 1, 1970 to June 30, 1979. Our

( (SURJECY TO COMMENTS ON LETTER OF TRANSMITTAL)
SATIN, TENENBAUM, EICHLER & ZIMMERMAN

CERTIFIED PUBLIC ACCOUNTANTR
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summary representing the AF of M withholdings from earnings otherwise payable in both
the United States and Canada appears in Schedule é and totals $552,849.80.

It should be not'e_‘c_l that Capitol did not withhold AF of M fees from payments otherwise
due Nemperor Holdings Limited. Therefore, Nemperor is not entitled to 5% of the AF of
M fees withheld from Apple from April 1, 1972 to January 25, 1976, when and if such
withholdings are paid to Apple by Capitol.

FREE GDODS

Article III, Section 8(a) of your September 1, 1963 Agreement states that:

i

", .. Apple agrees to sell to Distributor at a discount & quantity not in excess

of ten (10) single records for every one hundred (100) such records purchased

by Distributor at regular prices. The amount of discount hereunder shall be

set forth on Schedule 'A'. . ."
We have confirmed with Capitol, however, that Schedules "A" and "B" do not include any
discount prices. Capitol has classified some of its sales as "free goods" or so-called "no
charge" records even though ell of these records are meant for resale to the consumer. In ¢
practice, CRI did not charge Apple a pressing fee, nor did it provide Apple with the
necessary pricing information to bill CRDC for any of these records, taking the position
that the discounted price to which CRDC was entitled was equivalent to CRI's price to
Apple. Assuming that Capitol's position was correct, and that the records in question
were in fact distributed at "no-charge”, The Agreement limits these records to singles (45
RPM), and then to 10 singles for each 100 purchased at regular prices. In practice,
Capitol occasicnally exceeded the 10 on 100 limitation. We found that no albums were
distributed as "free goods" in the United States.

"No-charge" records were consistently shipped by CRDC in direct proportion to quantities
"sold", regardless of the size of the order and throughout the life of a record. For
example, if Capitol ships 110 records, they bill for 100 at, say, $.55 and ship 10 at
"no-charge" for a total invoice of $55.00. They could just es well have billed for 55 at
$1.00 and shipped 55 at "no-charge" for the same total invoice of $55.00. The real
economics of the transaction is that they have sold 110 records at $.50 for a total invoice

23

(SUBJECT TO COMMINTS ON LETTER OF TRANSMITTAL)
SATIN, TENENBAUM, EICHLER & ZIMMERMAN

CERTIFIED PYBLIC ACCOUNTANTD
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DATE Octcber 23, 1974
TO
- FROM
TITLE

e

SUBJECT BEATLES

Malcolm Brown called and said Aspinall had approached
him concerning settlement of the Yoko Ono part of Beatle
and non-Beatle records. Aspinall said he hoped to get the
overall Beatle settlement agreement signed by the end df
November and indicated a desire to straighten out the whole
Apple relationship with EMI/Capitel. In this connection,
Malcolm stated he was going to be in New York next week and
suggested that I come to New York and we together review the
whole Apple situation.

I suggested that instead, he should come to Los Angeles
since Capitol's files are here as are Burdick and other peo-
ple to whom we may wish to direct gquestions while Brown is
here. He said he would check with Len Wood tomorrow and let
ne know.

- T e T e R . e e 8 P < $ie et
T e e

Brown also stated EMI is contemplating suing the Beatles
for the AF of M fees. He stated that it would be his and \\
Len Wood's oral testimony as to what Klein had said which

would be the only evidence of an agreement for Apple to pay
the AF of M fees.

He further said George Martin has now sued EMI for
54,000 pounds as his share of the "LET IT BE" royvalties.

As a result of Brown's conversation, I did some checking
and ascertained that the Prager & Fenton audit is not vet
finished. Jim Cavanaugh is to provide additional information,
and Prager & Fenton have raised additional questions with
Lloyd BHawe.
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— November
o 9th

1971

REGISTERED AIR MAIL

RETURN RECEIPT REQUESTED

Apple Records, Inc.

c/o0 ABKCO Industries, Inc.

1700 Broadway

New York, New York 10019
Re: "IMAGINE"/John Lennon

Gentleman:

We have been advised that John Lennon's album "IMAGINE"
was recorded in the United States and as in the case of the
"RAM" album, Capitol is therefore withholding fees reguired
to be paid to the AFM. This procedure with respect to the
"RAM" album was agreed to between Mr. Allen Klein and
Mr. Robert Carp.

‘ Please advise us if the information concerning the place
of recording the "IMAGINE" album is erroneous.

Very truly yours,
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i v
oncon . cec cc Mr. L.G. Wood
Tatephone 01-485 4488 Mr. R.l. inite
—_—— TcloxNg’m Mr., P. howard
: Py . Mr, C.H, Tillinghast
- EC .
01230/CB/KS
iire Jazes V. Spooner,
tesirce. 4.&..-(.‘!1. ;.a.’_.:D..A, Sulhs & Gillect
Dixon, -i11ls¢a & Cc.,
£E Lasiarhcll Lireat,
Loadozn oCJV S5ihe. ) 4th Hevembaer 1971 .

Daar .ir, Sgooler,

PAUL MCCARTSEY

ihilet this lettzar reiars spacafiernily to Paul
IcCartaey, the im:lieaticons giso orrly to tie other inaiviaual
Farinarse

whe recordincs reproduced en tha recore "L were
made in the Uaig2d Statzs of Arcrics, aicd tucre.ore atiract a
lizbility to pay a rovyalry to tue Asericam Fuderation of fuszciang,
and Ynecisl Pawneats irust Yued, I.at rovaliy, wwiilst owang
sti~htty varinsle, 17 vivaliy 2xnressed a3 lia of the vecail sciling
prices Tio roraeit 13 o*l; atery and a3 vou will deduce 13 tae
resullt 0F &1 arrzewent Bebwees w14l asouncs Lo tuae nusiclians Uuion
apd the YecOord vrceactiuil COmBanieds

Tia parcicuidr riserainss were rade in Anerica without
ovr prior znuroval gnd w2 hava mede it clsar en suveral occasiona
tbat <z could unt be rasponcible for thir taymenc scoulo any seea
liasatity arisze L &1 aovisad tuat a lilabiliey will arise, and indeed
has already arisen, uspatol wili tueTe:l ‘Ore o s@aliar arran-toetents to
pay tha annIgrriata acoung oitoer drreenlr or via Annle facords Lnce
v4ose mrimary liabilicy it is, amd tiat aTount iill tiareiore be
deduzctad frci. thz vass rovalties earved froo tic scles oF tue record.
The liability also attacnes to iinaia™ rocords 1n the SANC WAY,

FPurtasr, +oe fismcility is not restrictad to salas of tne
records in the Lnited Statis of America.  ite lisbiility i€ worlea=side,
It {ollous tacraryora raat -ozn foe JcLovnd can oe calcuilr t-u. srevidien
Will hove LO Le wwide dod .30 Ta4TSnT.  Locioula tanrerarve Aurvest tisat
you 1:obe vrovizicn in your accowmils wol usinn 14% as the basis of this
provisicus 1 would ove wrataiul it you woula conllym your accepla.ace
of Lue procauurcs .

Yaurs sinceraly,

L l Nhln




May
10th
1271

John L. Eastman, Esquire
Fastman & Eastnman
3% VWest 54th Street
New York, New York 10018
Pe: YRAM®
Dear John:.

. In reply to your letter of April 22, 1971 to
Stan Gortikov, I understand that the recordings
vere made under Forms B signed by McCartney Produc-
tions, Inc. and that that company is a signatory
to the AFH and AFTRA codes.

Accordingly Capitol will make sppropriate
arrangements with Apple Records, Inc. for payment
of whatever ATl fees are due in cennection with
sale of the "PAM" album and if Capitol makes such
payrents directly, Capitol will deduct the amount
of such payments from the payments Capitol other-
wise makes to or on behalf of Apple Records, Inc.

Best regards.

Sincerely yours,

Exhibit B
4 of 9
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et EMI Linndied

. .+ 20 Manchester Square

e it -'l'.i;'m';_?"f london WIA 1ES

Telephone 01-486 44838

Telex No. 22643

Cables Emiworld London W1
01230/MC3/KS - Telegrams: Emiworid Lloncon Telex

Capitol Records Inc.,

Hollywood & Vine,

Hollywood,

California 90028,

U.S.A. 26th April 1971

Dear Mr. Gortikov,

Mr. Wood is away this week on holiday and therefore
I am letting you have my reaction to John Eastman's letter
of the 22nd April regarding AF of M payments.

It has always been our view that this liability
should be borne by HeClartney. Please therefore do not
agree with Eastman that you will pay this. ;

The same poirnt has of course arisen with some other
recordings and Klein has always said that he would "pick up"
the AF of M payments. O(bviously they have all got to be
treated in the same manner. '

Yours sincerel
/y’ s i
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EastMaN & EAsTMAN Is- 773>
. ,f)f‘"‘-" o L S 212 LT 1+ 1330
ATTORNEYH ,Q.?(.a-—-/i,,,/-’mm EASTMANAIR, N. Y.

33 WEET S4TH ETREET

NEW YORK,N.Y. 10018

April 22, 1971

Capitol Records 20 Manchester Square
1750 N. Vine Street ' London, W.l, England
Hollywood, California 90028 '

Dear Stanley and Len:

As you know, Paul McCartney's latest, proposed album RAM and
his recent single "Another Day" were recorded in New York and
Los Angeles under AFofM auspices.

You will, of course, arrange to have the requisite AFofM pension
fund and other payments made by Capitol and E.M.I.

My best.

Sinterely,

’4

John L. Eastman

JLE:gl

APR 2 6197]
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OFFICE __ Cict LIcr D)apr O AN AVA LN
SUBJECT:  92uST AND SPECIAL PAYMENTS FUND FEES
References: Wocd to Klein February 24
. Klein to Wood February 26
Wood to Klein March 15
1, In his February 24 letter Wood -asked Klein to give answers
to

“C)

Your acknowledgement that if any payments,
in respect of any of the recordings, are
due by us to the American Federation of
Musicians or to a Producer not authorized
by us in advance then such payments will
be deducted by us from any royalty which
we may be due to pay to Apple Corps Ltd.
or anyone else in respect of sales of
such recordings."

Klein's response was

"(3) With respect to item c) of your letter, I

think it would be best if we can have a

meeting as soon as possible since I do not
agree with the position you have suggested
with respect to the McCartney recordings."

Wood responded

"I note you do not agree with (c) of my

letter, but I really cannot see vhy.

I shall be happy to discuss the position

with you as soon as possible."

It is apparent that Klein has sbmething up his sleeve--he does
not want the Apple companies to have to pay the 1-1/2% to the Trust
and Special Payment Funds and he will be looking for something,

CHT will please examine CRI's legal position under the September
1, 1969 agreement. He will also look at the Apple, Inc. - EMI license
which may coveyrAthis point.
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Capitol Records Ine.,

Hollywvood & Vine,

liollywood,

California 90028,

U.5.4A, 25th April 1971

Mr, Wood i3 away this week on hnliday aad thercfore
1 am letting you have my reaction to Jéhn Easctman's letter
f the 22ud April regarding AT of X payments.
A AT i
It nas always been our view that this 1liability
should be borne by :deCartzey. Please therefore do not
agree with Fastman that you will pay this,

3 risen with some other
recordings and Klein has zlways scaid that e would Mziek wup”
tne AT of I paymeats. Obviously tliey Lave all got ¢o be
treated in the same manner.

1,
Py o
“

Yours sincerely,
L




R,M.l1l, Limicted
Capitol Records 20 Manchester Square
1750 N. Vine Street ‘London, W,l, England
Hollywood, California 90028 . :
Dear Stanley and Len:
As you know, Paul McCartney's latest, proposed album RAM and
his recent single "Another Day" were recorded in New York and
Los Angeles under AFofM auspices.

You will, of course, arrange to have the requisite AFofM pension
fund and other payments made by Capitol and E.M.I.

My best.

Sinkerely,

i ‘ ’

! John L. Eastman .

JLE:gl

APR 2/ 1971

APR 2 6197)
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SUBJECT: BEATLES RECORDINGS - AFM FEES

Section 7. of EMIR license to Apple provides:

“THE LICENSEE (Apple) shall be solely
responsible for the fulfillment of all
copyright obligations arising out of

the manufacture and sale of the records
hereunder and except as otherwise
expressly provided herein LICENSEE shall
also be responsible for the discharge of
all liability to any artists or any
third party arising out of the manu-
facture, sale, use and publication in
the territory of the recordings save

and except any royalty payable by EMIR

-pursuant to an Agreement dated 1st

September 1965 as amended and made
fwith AIR London and George Martin
et al].

By this clause reéponsibility for AFM fees as between EMI

and Apple

is placed squarely on Apple.

The closest the Apple CRI agreement gets to imposing this
obligation on Capitol is Section 5. of Article III which provides:

"All costs and expenses in connection
with Distributor's activities with respect

to the distribution, advertising and
exploitation of Apple's records pursuant

to this Agreement shall be the responsibility

of Distributor."

It is normally the owner of the records being sold who

has responsibility for AFM fees.
of Addendum A to the Special Payments Fund provides:

SIGNED:

The AFM agreement in Section 2

"2. Each First Party shall make payments to

the Administrator in the amounts computed
as stated below, with respect to the sale
during the period specified in 6 below of

phonograph records, produced from master

P vy
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SUBJECT: BEATLES RECORDINGS - AFM FEES (Cont.)

records containing music which was

performed or conducted by musicians

covered by, or required to be paid

pursuant to, a collective bargaining

agreement with the Federation known

as Phonograph Record Labor Agreement .
(April, 1969) (but specifically excluding :
services solely as arranger, orchestrator

or copyist) where such phonograph records

are sold during said period by such First
Party, or, subject to the provisions of
paragraph l(e) of the main text of this
Agreement, by purchasers, lessees,

licensees, transferees, or other users

deriving title, lease, license, or

permission thereto, by operation of N
law or otherwise, by, from or through

- such First Party."™ (Underlining added)

Capitol, as distributor, derives its title etc. from Apple,

or "First

Party", or primary obligor under the AFM agreement.

Paragraph 9 (b) of Article V of the September 1, '69

agreement

provides in part: :

"Apple shall indemnify and hold
Capitol harmless against loss, damage,
cost Oor expense ... arising out of
any lien, levy, attachment or other
encumbrance levied on or asserted
against Capitol or any property of
Capitol by reason of any ... breach
or alleged breach on the part of
Apple [of representations and
warranties] or by reason of any act
performed or material furnished by
Apple under this Agreement.” (Under-
lining added) .

I believe that the language of Section 5, Article III quoted

above was

not intended to include AFM fees. In my opinion Apple is

responsible for those fees (and agreed to hold Capitol harmless there-

from) whether or not Apple (N.Y.) is a signatory to the AFM agreement.
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'D C; D CR I D AD D A CaPITOL JIDHS]II[S EMI f.llﬂlj

Dc{_ DC'RI Ao O I\/\EIV/\O

SUBJECT:

AFM CONTINGENCY ON BEATLE U.S; RECORDINGS

I. Beatles (Including McCarteey Thru 12/31/1&5

A,

Mr. Mothersole confirmed on the telephone today that he has

1. Withheld from payments to Apple an amount to cover
the entire contingency for the world including U.S.
and Canada. (Clarification: 1In the case of U.S. and
Canada, he has only withheld on the portion applicable

"~ to the monies sent to him by Capitol.. In other words,

he has not withheld anything from the royalties he has
not received, i.e. held by Capitol or paid to the
Sheriff.) .

2, Reserved for the contingency on EMI's books for the
entire world excluding U.S. and Canada.

R & L keeps a running worksheet for the contingency on
U.S. and Canadian sales and Fitzgerald and Willms decide
if there is enough in the unallocated reserves to cover it.

1I. McCartney (1/1/75 On)

Accounting deducts the amount for the contingency from the
McCartney statements and holds in a reserve account.

ITI. Harrison & Starr Special Agreements

A-

Starr - "Blast From Your Past" Agreement

The agreement recognizes Starr is responsible for any AFM
contingency and an amount is deducted from the net increased
royalty to cover it. However, this deduction is treated as
a reduction in royalty., The AFM contingency is recognized
as part of I1.B. above.

Harrison - "Extra Texture' Agreement
The agreement acknowledges that Harrison is responsible for

AFM, but no specific deduction is authorized or withheld.
The AFM contingency is recognized as part of I.B. above.
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DATE_ _Tune 20, 1975 \f’,
O LO!
OFFICE D Cl D CRI D ADI D ltl?lg;!aln*illizs ({1} Cupm
FROM _ . N
OFFICE. Lxct CIcri fapi O M E M O
SUBJECT:

RE: TRUST ETC.

FEES ON BEATLE RECORDS

Earlier we had computed the Trust fees and Special Payments
Fund fees on the Beatle records, which include masters recorded

in the U.S.

and we "laid it aside" from the end of 1974 when
we ceased sending funds to U.K. (July fees).

-

Klein's attachment stripped us of those funds. All sums

owed (except the McCartney new contract fees on sales after 12/31/74)
were paid to the Sheriff of New York County in latter part of May,

1975.

Wood computed trust etc. fees on the sales made for which we
sent funds to U.K. June, 1974 and prior. Fortunately, he never
was able to return those amounts, although before the attachment I
had asked him to do so.
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TO

DATE June 6, 1974
FROM
TITLE

SUBJECT AFM SPECIAL PAYMENTS &
TRUST FUNDS/THE BEATLES

Malcolm Brown advises that with respect to Beatle
recordings in the United States, EMI has done the following:

1. Held back from the Receiver the AFM fees for
world-wide sales (including United States and Canada)

2. Informed the Receiver of the potential liability
and of the fact of holdback. :

3. Set up an EMI reserve in the event EMI must pay
the AFM and cannot recoup from the Beatles.
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1. At the present time CRI is holding all Beatles rovalties,
rather than transmitting them to EMI pursuant to the direction
fron Apple Rocords, Inc. which was in effect since the inception
of the 1959 contract with ARI.

2. Some of the post 195°% masters were rcecorded in the USA

s

and therefore tha recorls are subject to AF!1 Trust fees.

3. With Burdick's assistance we should immediately identify
these masters and compute the Trust fees applicable to those
rccords (i) from release date to the last ronth we transnitted
royalties to ENMI and (ii) from the latter date forward.

4. If, as and when we resume transmitting funds to EUI we
will withhold the AFH Trust fees described in 3.{ii) above.

5. Vle will also notify Wcod of the Trust fees resulting
from the computaticns in 3. (i) above and he will endeavor to
obtain Bank of Ingland approval to transmit these funds back to
CRT. '




Copliol Rocords, Inc. 1750 Notlt., .o Stroat, Holtywood, Catl- pia 90028, (213) 465 .2

September 1, 1970

EMI Limited :

The Quadrangle, Westmount Centre
Hayes Bridge, Uxbridge Road
Hayes, Middlesex UB4, OHB

Dear Geoff:

Re: Reserve for AFM on Beatle
Sales = U.S. & Canada

Attached are the detail working papers showing the
computation of AFM fees deducted from Beatles' roy-
alties through June 30, 1976, as follows:

U.S. $505,501.19

Canada 56,787.03
Total $562,288.22

These papers support the reserve for $562,288.22
shown on the schedule of "Monies Payable to EMI with
Respect to Beatle Recordings' as of June 30, 1976
previously sent to you on August 23, an addltlonal
copy of which is attached.

,Sinqerelyﬂ/
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Exhibit F

T0

OFFICE__

FROM
OFFICE___

September 1, 1976

Cap?{ola

A CAPITOL INDUSTRIES-EML Company

MEMO

Oct 0Ocri JADI OJ

Oci Ocr Oadl O

SUBJECT:

AFM ON BEATLES

The following is a summary of the AFM status on (1) the Beatles
(group and solo) and (2) Paul McCartney after 1/1/75.

We have withheld the following amounts from royalties as of 6/30/76:

1) Beatle Royalties (U.S. & Canada) $562,288.22

2) MPL Communications, Inc. (U.S. & Canada) $104,815.32

(McCartney solo albums are included in.1) above through 12/31/74

and in 2) above thereafter.) '

As the result of a meeting attended by Burdick, Culotta, Hawe,
Tillinghast, Wiser and Willms, the Royalty Department was instructed
to start reporting sales from May 1, 1976 on‘to the AFM of Beatle pro-
duct, due to the change in EMI's license as of that date from Apple
to Capitol. (Sales of MPL Communications, Inc. product was not
included in the instructions and they have not been reported on the
AFM reports.)
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ggfs April 5, 1979 , (Zactot
oPFIcE - Oct  Ocrt CJcmp
FROM____ _ - ( )
OFFICE OJct  Ocri [JcwmP M E M
SUBJECT:

RESERVES FOR AFM LIABILITY ON McCARTNEY SOLO PRODUCT SALES (U.S. &
CANADA) THROUGH DECEMBER 31, 1974 (PRODUCT RECORDED IN U,S, ONLY)

McCartney solo product prior to 1/1/75 was recorded and sold under
terms of the 9/1/69 Apple Records, Inc. N.Y.. (Beatles) Agreement.

As of that date, EMI sold all of its McCartney solo masters to
MPL Communications, Inc., and from that date on sales were made in
accordance with the MPL Communications, Inc. 1/1/75 Agreement.

MPL was to be responsible for any AFM payments due on sales after
that date. They instructed us in a letter to deduct the AFM liability
from the quarterly royalty payments to MPL and to prepare the AFM
reports and pay the AFM on MPL's behalf, This we have been doing
regularly and should continue to do. I mention this only to clearly
distinguish it from what has happened and what is to be done about
the AFM liability on McCartney solo sales prior to 1/1/75.

Under the 9/1/69 Apple (N.Y.) Agreement it was Capitol's and EMI's
understanding that Apple (N.Y.) would be responsible for any AFM
liability should the Beatles record in the U.S., As it turned out,
each of the Beatles did record solo product in the U.S. after that
date. When we were unsuccessful in getting Apple to report and pay
the AFM liability, we withheld the amount of the probable liability
from Beatle royalties. Mr, Willms reserved a like amount so that
we would be covered in any eventuality,

When the Apple (N.Y.) Agreement came to an end as of 4/30/76, and
EMI began to license Capitol for Beatle product, we continued to
deduct the AFM liability from the Beatles but from that date
actually paid to the AFM the amounts becoming due after 5/1/76.

The Royalty Department was supposed to keep reserving a like amount
in the "safety" fund originated by Mr., Willms. We did not pay the
AFM for the liability existing as of 4/30/76 and should continue to
keep the liability on our books.

Attached to this memo is my memo of July 12, 1977 to Mr. Tillinghast
that shows the AFM liability by individual Beatles as of that date.
While it is not up to date as far as the other Beatles are concerned,
it is, of course, up to date as far as McCartney is concerned since
the figures were fixed as of 12/31/74. You will note we have the

SIGNED:

FORM 1E65L REV. 8 1/78
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;EEICE X et [OJcri Jcme

FROM____

OFFICE Cict [Jcri_[Jcwme IV\[I\AO
SUBJECT:

RESERVES FOR AFM LIABILITY ON McCARTNEY SOLO PRODUCT SALES (U.S. &
CANADA) THROUGH DECEMBER 31, 1974 (PRODUCT RECORDED IN U.S. ONLY) Pg. 2

following liability for Paul McCartney solo recordings (both are on
U.S. books):

U.S. $111,465.00
Canada ' 10,712.50
Total $122!177.50

There would be a like amount for McCartney product in the special
reserve started by Mr. Willms,

Mr. Tillinghast has advised me that by ‘the recent release of audit
claims given by MPL, MPL has in effect acknowledged the correctness
of the Capitol view that MPL and/or McCartney is liable for the

AFM payments and Capitol is not, Accordingly, the $122,177.50 in
the Willms reserve is no longer required. We must, of course, keep -
the liability account until such time as a decision is made about

payving.
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paTE_ June 20, 1979

E?F.ce _ Oct Ocri_Jcmp 4P TV G UTTAY rCamare
s MEMO
OFFICE Jci [Jcri [Jcmp

SUBJECT: '

BEATLE - AFM

1.

us
CAN

As of April 30, 1976, we had deducted‘from Beatle Royalties
the following amounts:

McCartney Lennon Starr Harrison Total

$111,465.00 $216,857.03 $146,911.66 $38,181.67 $513,415.36
10,712.50 24,954.80 18,009.18 4,110.81 *57,787.29

Total $122,177.50 $241,811.83 $164,920.84 $42,292.48 $571,202.65

This amount has not been paid to the AFM.

We instructed R & L to set up an additional reserve for a like
amount, less the amount Ringo had specifically agreed to pay in
the "Blast From Your Past" Agreement:

Total $571,202.65
Less "Blast From Your Past" amount 11,109.03
Net Reserve set up $560,093.62

Since that time, the additional reserve has been reduced by the
McCartney portion due to the McCartney release:

Net Reserve set up $560,093.62
Less McCartney portion 122,177.50
Current aAdditional Reserve $437,916.12

We have continued to deduct the AFM amounts from the Beatle
Royalties since April 30, 1976, and have reported the "sales"
to the AFM beginning with May 1, 1976 on. The "sales" have
been net negatives, so we have in effect added back some
$19,490.31 to subseguent Beatle Royalties, and recovered
$19,490.31 from the AFM against other artists sales.

Summary - We have the following two reserves:

#1. $571,202.65 with which to pay the AFM thru April 30,
1976 (Paragraph 1 above). '

#2. $437,916.12 with which to reimburse the Beatles (other
than for the McCartney solo albums) if they are not

8 responsible for the AFM (Paragraph 2 & 3 above)
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srp  Rpril 21, 197€ 2/
DATE__ *F ’ |
O U oy

OFFICE _ L TIcR A O ‘S”ﬁ?y;
FROM ___ )

OFFICE . ' ‘_ _ Oc__Ocrl Jad O3 }\!\E!\f\o
SUBJECT: -

RAY PFILLIPS CONVERSATION WITH ME COMCERNING APPLE
Phillips, wvho is the principal auditor for the AFli, asked the follov-
ing question:

¥ho is responsible for payments to the AFY on Apple Froduct?

My response to that was that the responsibhility wae Apple’s.

Question: Most of their product was recorded in FEngland and is
not subject to the MAFM agreement with Capitol.

Answer: I believe g0, but believe your audit of Apple will
clarify the matter. '
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oaTe. July 18, 1977
T0
OFFICE“:- ‘ ) o DC’ DCRI DCMP ll:lllmllaus%m!ul:-
S MEMC
OFFICE - .. JeE=r- 0Jci Ocri_[Jcmp
SUBJECT: :

AFM LIABILITY ON BEATLES HOLLYWOOD BOWL CONCERT ALBUM
SMAS (4XW, 8XW) 11638

I have been advised by Mr. Tillinghast that the Beatles Hollywood
Bowl Concert album is subject to AFM fees. The expense is to be
borne by the company selling the albums. It is not recoverable
from Beatle royalties since it was recorded prior to 9/1/69.




30th May 1977.

Capitol Records,lInc.
1750 North Vine Street,
Hollywood,

California 90028,

Dear

Reserve for AFM on Hollywood Bowl Album

Thank you for sending me a coOpy of the letter you addressed
on this subject to Geoff Mothersole on 26th May.

iIn view of the fact that the 1ive recording was carried out
by Capitol as distinct from E.M.I. Records I can understand the
apprehension in regard to AFM although one must not forget that
Capitol only carried out the recording at the request of and on
behalf of E.M.I. Records Limited.

With regard to the very 1ast sentence of your letter of
the 26th May I find it difficult to think of a good reason for
claiming that, if indeed AFM dues are payable, we could recover
4i% from Beatles Royalties. There is no provision in the Beatles
contract for us to make such a charge and as the recording was
carried out at our request and not at the specific request of
the Beatles it becomes even more difficult to see how we could
justify the charge back, much as I would like to be able to!

Kindest regards,
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ﬁ'ﬁ;' ;9 ‘ . |

Capitol.

TO: L g 7 DATE: June 25, 1979

LOCATION: Attn:

EMI Limited, London - Telex: (851) 22643

MESSAGE: Re Blast From Past Agreement. Signed by R. Starkey
(TYPE OR PRINT)

but not dated. Paragraph 5 reads:

"5, You shall be solely responsible for any payments due

+

Mr. Richard Perry or any Artist other than you performing on the Album,

You and Capitol agree that Capitol shall withhold from moneys otherwise

payable hereunder $0.0344 for each copy of the Album sold to be applied

in satisfaction of any obligation to the AFM Special Payments Fund

and/or Music Performance Trust Fund in connection with the Album."

Note: The .0344 was not quite enough to cover AFM contingency. The

rovalty on this album of .7384 is higher than the Beatle Schedule A

rates but not as high as Schedule B rates. Paragraph 4 reads as follows:

"4, If Schedule "B" to the Contract becomes operative, Capitol shall

be obligated to pay the higher of the amount provided in Schedule "'B"

or the amount called for in this agreement."

Re Extra Texture Loka Productions Agreement of August 22, 1975. Signed

by EMI, Loka, Ganga, Harrison and Capitol. Paragraph 8 reads: "8, You

—agreed to be responsible for all pavments, if any, which may have to be

—rmade_to_the AF of M Special Payments Fund or Music Performance Trust

Yund in connection with sales of the album regardless of where such

—=sales _take _place.”  The AFM deduction as of 3/31/77 was $26,674.52.

—DPue to returns since then it has been reduced to approximately

e e
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(continued from page 1)

DATE:

June 25, 1979

Exhibit K

2 of 3

TO:

LOCATION:

MESSAGE:
{TYPE DR PRINT)

$24,540.00 as of March 31, 1979.

Beatle scrapping info to follow in separate t

———

ACCOUNT NUMBER I

REQUESTED BY.
DEPARTMENT:

FLOOR EXT.a '

A

MAJDOM

MinofR

SUBND ARY

CENTE®R
1
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paTE_ April 26, 1977 o
TO

OFFICE. Clct (Ocri [Jcme Capi

SCAPTQL INQYSTHES Eaer Compimy

pitol.
(F)?:?:\f:hs—_“. B — Cici {jcm gcwe A/\EN\O

SUBIECTY oM LIABILITY on RINGO STARR "“BLAST FROM YOUR PAST" ALBUM

REFERENCE: MY MEMO TO MR, TILLINGHAST, 4/4/77

I have been informed by Legal that we should do the following:

1. Continue to deduct the .0344 from the royalty to Apple

per the "Blast From Your Past" agreement and credit
the reserve.

2. Deduct the actual AFM fees, less the .0344, from the
total Beatle royaltiesg and credit the reserve,

This will eliminate the duplication.

of the album.
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OFFE % ' T 7 Oci_Ocri_Jcwme

M‘ﬂ " umml mu:u mb-,-,
OFFICE _\ . Qci Ocri _{cwe M E M O

SUBJECT:

<

AFM LIABILITY ON RINGO STARR "BLAST FROM YOUR PAST" ALBUM

Paragraph 5 of the contract between Ringo Starr and Capitol
Records, Inc. states "You and Capitol agree that Capitol shall
w1thhold from moneys otherwise payable hereunder $0.0344 for
each copy of the Album sold to be applied in satisfaction of
any obligation to the AFM Special Payments Fund and/or Music
Performance Trust Fund in connection with the Album."

We have been deducting the $0.0344 from the royalty to Apple.
This album is also covered by our AFM deduction that we with-
hold from payments to Apple. This has resulted in a double
deduction. The $0.0344 stated in the contract was an approxi-
mation. The actual AFM, of course, varies depending on the
configuration, type of sale (regular or PX) and location (U.S.
or Canada). The deduction provided for in the contract is,
through September 31, 1976, $3,318.00 short of the actual AFM
liability (per sheet attached)

\__'_—_
Question: Obviously, we cannot make the two deductions.

Because of the wording in the contract, are we
limited to the smaller amount rather than the
actual AFM liability.

Until we hear from you, I have instructed Accounting to makg no
adjustment for the double deduction. //jL_'—




WL N O W b W R e

25
26
27
28
¢
0

3

32

34
35

036

a7
/076
1175

KR

T T
e

/{}14'(

N/ R

ﬂ@[f’ //zf/jg Yoo J/ P “8¢22

"-1-7

gl 7v //3//76»

1
I
i

A

_ZLgi Sedee
Less /Z\'J

Fos il e

AFET }

Ayé:‘

HFNT ow SplorThon

-.;7 _

B2
Exhibit 7,
3 of 3

—_i— g =i

_ Q%Lﬂiﬁzﬁt —

1P 7HAE

4

,L!_'Z,z 7 g

;mm,
E_Ef__r/iotf
i§ .M_ pA
%g #@ 4%

i ’i,aéS’é:

!
i

‘I

H

4}”7/— oxt Lo

l

5‘0&0 /C/?é-'r /J/Z,

* C‘%’lﬁ[ /Ay)w\.,
1[ /\1/\)50

|
—

|
)

l
T

r /«’Wéil DEF Qaod é@
ikl

22508 K

22

SD

_._.l
’7733

; ‘... i I o :

A Afhalle. | o Vo] | Vs H,__oé__ me )

kD Rate L lossal oz | lovr | lo2gd | ] lgveo Ltoszg

e R INTIE RER IR BERERY Y { |

_____ _ A AN I (S A N L
Saleo_nfos .. 3917 9760 | I azad || acvas U iAcds

75" SR R R DR RN TN REN RN EER R NERiEED

_ AR Lee | 78506 ;.3(79@747 322837 | {420 1?,71{0;5/0 m:?z,z

N (NS NS N N AU S RE RN ) HERERAN RANNNR

. Kgo .03V |_stay37 3%»4;? 2ty80l. %s’/ "’57'%; | 13978

S _ ok I ’ i : H P

o3YY

-

<~.

o iv—;h—Hl-‘--rw
‘1 . e :g -_pqr-i_%- —
R Co P
- i‘ - ._...: : H F,T_‘_
L SEEERERE
S S i I D
oy ParEs !
L 7980T ) B
R B GRS R
: P a Lo Dl
ok e I L d-{--
Coo et Gl el
: I L AN
R 0750 ;wlm(a'{z
i ! 70 E %-_Z;o} _

=

/2159
‘-h .q/?é.!{(/"’

7515:7.‘ B

é?qu/Q2575~




{Employer's nam

ELronegraplt
Afﬂiﬁ

THIS CONTRACT for the personal services of musicians,

petween the undersigned employer (hereinafte
{hereinaiter called “employees”).
WITNESSETH, That the employer hires
roverse side, The leader represents that the employees already design
yet to be chosen shall be so bound by said terms and conditions upo
agreement. The employees severally agree to render collecti\'e]y:jto

47

local Union Neo

made

Fecording Contract Blank

iCAlt FEDERATION OF RUSIC

OF TIIE UNITED STATES AXND €

r called the “employer™) and

he employees as musicia

n ag
the employer services as musici

ACK NITZSCHE

APPLE RECORDS

-———-——----——-—--———'——-—&114"

EXHIBI

This page &

e) [
Pension Fut

AL
=

73

82188

musicia:

ANADA

June

this , 19

,__9.t_tl day of
33

(including the ieader)
ns severally on the terms and conditions below, and as further specified ¢
d have agreed to be bound by said terms and conditions, Each employ
reeing to accept his employment. Each employee may enfpree th.
ans in the orchestra under the leadersiip «

as follows Fz

ate

Wgrher DOrotheIs oTudlio

Name and Address of Studio

Burbznk, California

Date (s} and Hours of Employment

June 29, 1973

700 - G6:00PM

nly. |
uni

Type of Engagement: Recording for phenograph records o
WAGE AGREED UPON §

on scale

Plus pension contri:butions '
specified On reverse side hete:

This wage includes expenses agreed t

to be furnished the employer on o
To be paid

o be reimbursed by the employer in accord
before the date of engagement. .
within 15 dzys

(Terms and amount)

ance with the attached schedule, or z schedul

rican Federation of Musicians of the U

shall perform here

Upon request by the Ame
whose jurisdiction the employees
priate hond.

(specily when payuien
under, the employ

15 are Lo be madey
nited States and Canada (herein called
er either shall make advance paynient

the “Federation™) or the local i
hereunder or shall post an appn

eade

Employer's APPLE RECORDS '1 Leader's  gapy NITZSCHE Local 5,
) (Name of Record Company} i .
A_uthunzed | L_eader s
gigmature {  signature
E )
Burect 1950 forth Vine Street | Sie, 16208 Skyline Blvd. Phone
Hollywood, Czliforniz ; Redwood City, Calif.
City Srate Phone | City State
Name of Artist or Group RINGC STARR
{17 Lahel Name _ Session No.
No.of | No.of
Master No.  Minutes TITLES OF TUNER I.\laster.\'o. Minutes TITLES OF TUNES
T T PHOTOGRAFH o P T T T
- '“VUU_KNU—NE"EABE_”__"“"__""
: ——
@ o @ O 7 @ 1 @ | 00 | 0
$OCIAL SECURITY i
LOCAL LOGAL EIAPLOYEE'S NAME NUMBER TOTAL Lo,
UNION _UN’ON ! (Last, First, Initial) DOUBLING SCALE iCARTAGE &\
NO. RD HOME ADDRESS (6) MARITAL STATUS WAGES AFM-EPW
NO. (Street, E‘i‘ State & Zip) - & EXEMPTIONS I 7___71_)
r NITZSCHE, Jack 36L 38 9941 | | |
w7 | 116708 Skyline Rd, Beguood Eity, Tal. . B 300.00 27.00 2.C
[ SHARP, 8idney 198 12 0344 | lL i \
L7 | 1355 Devlin Dr, LA, C.1. 90089 50 | 30G.00 57,00 | 2.5
F " KURASCH, William (Contrzctor) 548 38 9119 | l T
47 l2529 LzMesz Dr, Santa Monicd Czl.90602 M7 3DD.Dd p7.00 | 2.C0
|EETZDFF, James 568 01 2208 3
L7 1442 Devlin Dx, LA, Csl, SC063 50 | 150,50 h3.SG 2,00
SHURE, Paul C. 1187 18 9837
L7 i 348 N Mansfield, LA, Cal, 90036 Mo 150.00 13.50 ! 2.00
| MALARSKY, Leonard 555 2b 22h3 |
47 | 3201 Bos Palgs Dr, La, Cel. 90068 M2 . 150.09 13.50 | Z2.0¢
| KAUFMAN, Richerd S. 567 56 1735 _ |
L7 1406 Theyer AVE, LA, Cz) . SGC24 510 150.00 13.50 iz.0t
IHUNDELL, Bernerd 115 07 1222 i
e 0 1L glL0n M2 | 150,00 13.50 ;2.0




