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DATE    Apri■
TO_
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FROM___
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SUBJECT: On""U

9′  ■98■

The current ApPle audit contains a claim for AFM liability
withheld frorn ioyalties through June 30, 1979 of $552'849'80
iu.s. a canada) 6n the ground! that "No provision 99119. b"
iouna in any oi your agieements giving capitol or EMI the
right to wilfrfrofa aFu iees from payments otherwise due
apife necoras." Appte's posj-tion is that Capitol is
riiponsible for any AFM fees. (Exhibit A)

CAPITOLIS POSITION:

capitol's position is that APple-is responsible for the AFM

li;bility and is based on the following:

1. An oral agreement between Al1en Klein and Len Wooil
covering 6ales in all territories' (Exhibit B)

2. sectj.on 7 of the EMIR license to ApPIe which provides
that "...Licensee shall also be responsible for the
discharge of all 1j-ability to any artist or any third
pitty aiising out of the manufacture, sale, use and

iuulication in the territory" " " (Exhibit c) (The

lhird party provision would apply to the AFM' )

BEATLE U. S. RECORDINGS

The Beatfes never recorded as a grouP in the-U:!:-fgT record
making purPoses. (Tapes made of the 1955 and 1966 live
concert in the rioliywbocl Bowl were released as records in
yray Ig77. See ."**-""t" re this later on') It was not until-
the inilividual-s began recording solo product in the U'S' that
iir. eru problem it5".. (The first product recorded in the
U.s.wasreleaseclinSeptemberlgT0-RingoStarr's.''Beaucoup
of Blues" aruurn ina a singl-e therefrom' ) Prior to this time
ihe recordings were recorEed at EMI with EMI's full knowledge
ind approval. Beginning in 1970, the individuals began to
i..ot'a'when and *fl.i" tn"v liked, often informing EMr after
lhe tact. Abkco, as appl-e's manager, would pay those bills
where irnmediate paymenl was necessary and then seek - - -
t"i*lot""*"nt frbn'EMr ' rf Payment for the bitl couLd be
aeiayea it was sent airectly- t-o EMI for Payment ' -(In the
case of Mccartney, Mccartnei Productions, rather than Abkco'
would hanille . )

After Akbco was terminated (February 19?3) as the manager of
iippf", the bilLs were sent to caPitol for payment ' (At first
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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 bil1s to EMI for reimbursement. )
(See Note, Page 4)

HISTORY OF AFM WITHHOLDING:

As of June 6, 1974 and reconfirmed May 25, 1976, EMl-advised
Capitol that it hail

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

2. So informed the Receiver for the Beatles, and

event EMI must pay the
the Beatles (Exhibits D I

MEMO
2

The amount withheld for the U.S. and Canada, hovJever, was only
from the royalties which Capitol had been permitted to remit to
EMI (through June L974 royal-ties). Beginning r4rith the royalties
for the month of July 1974, Capitol was instructed by the State
of New York to hold aII 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 ApPIe until
the fu1I 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 a1low Capitol
to recover from future palments 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 3L, 1974. (Exhibit E)

when EIqI terminated the Beatle license with APPIe (N.Y.) as of
4/30/76 and licensed Capitol as of 5/I/7 6, Capitol continued
to withhold the AFM liability frorn 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 r') since capitol became the U.s. manu-
facturer at that date.

RESERVE EOR AFM LIABILITY:

3. Set up an EIqI reserve in the
AFM and could not recoup frorn
and 3).

addition to the withholding, a special
safeguard against the possibility that

reserve was maintained
Capitol or EMI might

In

to
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have to reimburse the Beatles for the money withheld-for the
eFr'l-f iaUifitV. This reserve was subsequentl-y reduceil by.
lh; ;;;;a "tittt.td for the l4ccartnev solo al-bums through
o.c"^U"t 3!, Lg74 due to the subsequent release signed by
MPL. (Exhibits G and H)

CAPITOL!S ANSWER TO AFM INQUIRIES:

Capitol r s rePIY to
has been that it is
questions should be

NOTE: RE BEATLES HOLLYW00D BOWL LIVE CONCERT ALBUM:

Page 3

the AFM re the ■iabi■ ity prior to 5/■ /76
the responsibi■ ity of Apple and al■
directed to App■ e。   (Exhibit I)

It was ilecidect tha! the Hollywood Bowl Live Concert album was

""Ul""t 
to AFM fees ancl that it is not recoverable from the

i."ii" -t"V"Ities "since it was recorded prior to 9/L/9?"
tn"trirtt-ii and neither the later oral agreement nor-the
ilain ii.."ie to Apple of 9/I/69 would apply-' capitol has'
l-it"i.iot", paid tlb AFM on sales of this album and no AFll
has been wiinneta from the Beatles royalties'

There is an agreement with Loka Productlons of August 22'
igis wirictr pr5vides that a royalty of so rnuch, less any
anrou"t due ipple under the 9/1/69 agreement ' sha11 be
piia t" Loka iroductions. Paragraph 8- of that agreement
ieads: u8. You agreed to be responsible for aLl Payments 'if ^rry, 

which may iave to be made to the AF of M Special 
.

p.y*"-rri" Fund or Music performance Trust Funcl in connect.ion
wiih sales of the album regardless of where such sales take
pii.".;--irhe AFM riabiliti as of March 31, 1979 was
-Sze ,sao.od.l This amount has been included in the amount
rititir.fa from Beat1e royalties. If it should be decided
itrat eppfe is not respoi:sible for the AFt4' Capitol could
i"corr"i- it from Loka broductions and,/or George Harrison'
It \,tas therefore not included in the special reserve'

2.  Ringo Starris ::B■ ast From Your PaStl: A■ bum (Exhibits K and L)

:::::]::i:r::::[litil::::::::::::::l:l:1:i:[: ili[]i:::。

ie

lach cOPy of the alburn so■ d tO
any ob■ igatiOn to the AFll

S16NED:
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1) Mccartney (through I2/3I/7 4')

2.

MEMO
Page 4

Spcial Payments Fund andr/or Music performance Trust Fund inconnection with this album.,' Unfortunately, the .0344 wasnot quite enough to cover the AFM liabil_it!. Consequently,the .0344 is deducted from the royalty (neled againJt) on-'this specific a1bum, while the diifer6nce betwe5n theactual" AFM less the .0344 is incluiled in the amountwithheld from BeatLe royalties. :

RESERVES REQUIRED:

There are currently ttro reserves required as fol1ows:

1. The potential AFIU liability at 4/30/76. This is theactual amount that may be due to the AFM. (It woulilinclude the Mccartney solo albums through December 31,
1974 as well as the actual AEM liability on ,'Extra 

.Texture" and I'Blast From your past". )

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

The reserve for the ctaim for withholding from Apple upto the current month. If it has been correctly -omputed
it should be made up of the following:

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

2)

3)

S.0344 per a■ bum on Ringo starr

"Extra Texture:' actual AFM ■iabi■ity.

NOTE: I scanned the first few session
forwarded to Capitol to pay and
was shown as the company on the

reports (UoS。 )which were
note that App■ e Records, InC.
AFM fO■ 1`:s (Exho M)。



:  
マ

r

Exhib it
Iof2

Thus' with the excePtion of the AF of M fees wittrtreld and the legat fees incorrecqy
deducted, all smounts reported by Capitol were paid to Apple by EMl.

AF OF M FEES (UNITED STATES AND CANADA)

Capitol Records', Inc. is a 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 Capitol to
the "Music Performance Trust Fundrrand the I'Phonograph Record Manufacturerrs Special

Payments Fund" on recordings made by union members based upon the number of units
sold worldwide. Examination of the royalty payments due Apple (New York) which were

actually paid by Capitol Records to EMl, and then by EMI to Apple Records in England,

revealed that from September l, 1970 to July tl, 197 4 EMI deducted an amount

equivatent to the eformentioned fees from the payments otherwise due Appte in
connection with the recordings by the individual group members. These monies were not
paid to the union funds, but were retained in the EMI Earnings Suspense Account until
January 20, 1977 | when EMI transfened these funds,: amounting at the time to 167,7g2,

back to Capitol Records at the then equivalent dollar value of $389 17 2t.9O. Since that
date Capitol Records has withheld additional amounts equivalent to AF of M fees from its
payments to EMI on your behalf, amounting to an edditional $16rrt25.90 based on sales in

the United States and Canada. It should be noted that EMI followed a similar prectice on

sales outside the United StEtes and Canada, end appropriate cleims are included in our

London office's report on the cument examination of EMI.

We asked Capitol to provide us with documentation to determine if any payments wete

Ectually made by them, to the appropriate union fund, but they refused to provide this

information and indicated that it was outside the scope of our examinetion. We did check

Capitol's computations of the AF of M fees on a test basis and found them to substantially

corre ct.

No provision could be found in any of your sgreements giving Capitol or EMI the right to
withhold AF of M fees from psyments otherwise due Apple Records. Accordingly, we

have summarized the smount of AF of M fees incorrectly withheld bylCapitol from
payments otherwise due Apple Records from September l, 1970 to }ne 10, 1979. Our

(● u● J思
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summary representing the AF of M withholdings from earnings otherwise payable in both

the United States and Canada eppeeDs in Schedute 6 end totals $5521849.80.

(..
It should be noted that Capitol did not withhold AF of M fees from Payments otherwise

due Nemperor Holdings Limited. Therefore, Nemperor is not entitled to 5o/o of the AF of

M fees withheld from Apple from April 1, !972 to January 25, 1976.. when end if such

withholdings are paid to Apple by Capitol.

FREE GOODS

Artiele III, Section 8(a) of your September I' 1969 Agreement states that:

rL.. Apple sgrees to sell to Distributor at e discount a 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 rA'. . ."

We have confirmed with CaPitolr however, that Schedules rrA" and I'B" do not include any

discount prices. Capitol has classified some of its sales 8s rrfree goodsrr or so-called t'no

chargeri reeords even though all 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

neeessary pricing information to bill CRDC for any of these t'ecords, 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 correctr 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 l0 singles for each 100 purchased at regular prices. ln practice'

Capitol occasionally exceeded the l0 on I00 limitation. We found that no albums were

distributed as "ftee goods" in the United States.

ItNo-charge" records werc consistently shipped by CRDC in direct ProPortion to quantities

I'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' sayr 1.55 and shiP l0 at
rrno-chargerr for a total invoice of $55.00. They could just as well have billed for 55 et

$1.00 and shipped 95 at "no-charge" for the 8ame total invoice of $55.00. The real

economics of the transaction is that they have sold 110 records at $.50 for a total invoice

(tutJtct to Co:rtt ta ota ltilri cT lraxaxll.l^!)
SATRI, 1EI{EIiBAUTI, EICTTLER t 2IMIIEL\IAN

calirtllo tiauc acccultarta

2'
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TO
DATE

FROM

TITLE

SUB」 ECT

October 23′  ■974

BEATLES

Malcolm Brown call-ed and saiil Aspinall had approached
him concerning settlernent. of t.he Yoko Ono part of Beatle
and non-Beatle records. Aspinall said he hopeil to get the
overall Beatle settlement agreement signed by the end df
l,Iovember and indicated a desire to straighten out the $rhole
Apple relationship with EMl,/Capitol. In this connection,
Malcolm stated he was going to be in Nev, York next week and
suggested that I come to New York and we together review the
whole Apple situation.

I suggesteil that j.nstead, he shoul_d come to Los Angeles
since Capitol's files are here as are Burdick and other peo-
p1e to whom we may wish to direct questions while Brown is
here. He said he would check with Len Wood tomorrow and Iet
me know.

Brown also stated EMI
for the AF of M fees. He
Len Wood's oral testimony
would be the only evidence
the AF of M fees.

j,s contemplating suing the Be;€Ies
stated that it would be his and
as to what Klein had sai,d which
of an agreement for Apple to pay

He furτttёr said George Martin has now sued EMI for
share of the "I,ET IT BE" royalties.54′ 000 pounds as his

As a result of Brownrs conversation, I did some checking
and ascertained that the Prager & Fenton audit is not yet
finished. Jim Cavanaugh is to provide additional i.nformation,
and Prager & Fenton have raised additional questions with
Lloyd Hawe.
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November
9th
■ 97■

REGISTERED AIR MA工 L
RETURN RECEIPT REQUESTED

Apple Records, Inc.
c/o ABKco Industries, Inc.
1700 Broadway
Neer York, New York 10019

Re: "IMAGINE",/John lennon

Gentlemen:

we have been adviseit that Johlr Lennon's album "IMAGINE". rras recorded in the United States and as in the case of the
" RA!,ln album, Capitol is therefore rvithholding fees required
to be paid to the AFl.l. This procedure with respect to the
" RAI{" album was agreed to be t\"te en M!. ALlen Klein and
Mr. Robert Carp.

Please advj.se us if the information concerning the place
of recording the "II{AGINE" album is erroneous.

Very truly yours ,
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cc Mr. LoCo Wood
uro R.:`。 )ゐ ite
ur. P. IIoward
Mr. C.H. Ti llinghagt

4th lcve■ ber 1971

′
ら
″こ

01230′rCB′KS

ltr. Jar`ら  じ. Spoo● er.
lies■
=●
. ■i、on, `.ilう o● , T13_●●S を Gillett

Di■●′t, ril● .ュ o cc..
35 j,ユ3i=,1●こ11 じtr● ot,
Lo:、こoユ ニC21 5LA.

Dear _1,. S,oO■ ●
=●

PAUL ltCA■■|■■

l;bilsi t-\is lett"r re:lers slecrfic:'-iiy to Paul
tlcc a.r t'-..a:,, ti,e ijq:licaEionr sisc el:'li' &a t!'e oLl:er inaiviaual
fart::ars.

thc recor.linls t:i:ro'l:ueJ ml tlle rccirc' tt;l Jl '"-ere

nade it the lirit-!.J t!si:.i of l,r.rric'", rrr&: t'rcre;ore lttract a

lirbrlrtv to Pay a r't't,lity Eo !'re Jl,icrican 1]c'1cr:tioir of llusrciane,
es,l l.irecrpl ?:"'' ,r,!t:s frust i:urC. i;:;rt rcrsl.L/r 'r:ii13i o'i;:i
sli^h:1:; vrria>1e, 1:! t!{u'119 1-'q'1ses"e<1 c-s 1!'i oi t 13 rerail lei'ling
p;icc. ?l:.: ;'?l'-e 1l i's cali; l!cri,' :n'j o-; ;'cu uill d3duc' 1E lire
iesulc sl ta u,:t""l.:o,tr t)urfcer r':;l!.'i:!t)'!:Cl rO t'le ;'uGiciaus l'lrrion

€u:i :he recorJ'.rrccuciis'.r ccr',i;autgg.

:.:e rta!;icuidr r:3uroi::-:s :ere :'aCa ia Al:rica '''!!irost
ot,t pricr €r::rov3l an'i,.e llitv.: "laic i! cic'r or s':ver'rl ccc'rsi'onE

tha!:,'-j coulf iiot b?i r"sl'i:rgi;tJe ior El:iF ;a)nncnr 5':orrlo ;r!y srlcn

liatrlicy arise. r. ert acvj-seri trar a llabilicv 'iill arisc' arrd irrdeed

lras alrea<ty 3F1 1e tro dalrtol r;l' Ii' !!rt:re:ote bo ' airf : a!rau''c1:ents to

ltytreair.lrorrte:3e:ou:1cr':it::e!il1i'c11-orliaal-':'lel{t!crr'i'Tlnc'
i':ot" ,tl"oty Ilal,rlity ic is, aal tiat a;ounG rrill tlereiore be

ded,:ict.d frc:. t13 rnss rovaliies eerr'cl i!o:: rt:e a'lct oi t!!e recold'
ile tiatrility also sttec l€3 to "sir''3iett r':cotds Ln tlre a^j'rc tra:t'

t..F I i!,.i !rty iJ; r'-ot rostticted to uglas ot' rae
:;t-:!1c c.r' .\':erica. it'e liat'ri:-ty il r'crln-;i'oe'

trta! ,.l.ln !_!e ..t.nufit carr r:e calcrrl"t3Jr ;iro'ttJIc:l
, r-^..t /j r i.r?o?.rrc l.r:..egt tit8l

lll,t lr::-J€ a-C uc.rr!s iiJ. e'9.

I'o*-r.:.1:" ;rr'aor:i,tr, ir' yo,,! 
"a"o,"tEs 

lro{t usln". l.{il ts tlle basir of ttlis
irovi"iot. I woul<i ne g:atctul irl lrou r'uula cc:lfirn youE acccPl'rirc€

of !;rc proc,lqurc.

record* in tire :.i! i r-ed

It follous t itl: !c t cr€

Yn:;r.! sincersly'
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Jolrn L. Eastman, Esqul-re
Eastnan & Ea$trnan
39 li'cst 55lth Street
Neit York' Ne' York 10018 p.e: ",*.i4.,
Dear John:.

fn reply to your letter of Aprtl 22, lg7l to
Stan Gortiko.,r, I uriderstand that thc recorciings
trcre r,rade unCer Forn,.s B signeri by !.lcCartney ProCuc-
tions, Inc. errd that tltat co:ilplvty is a siEnator.y
to the AFil and AITTPJ\ coCes.

Accorciingly CaJ:itol vi11 makc approprlate
err:angenents vzlth t\pplc Records, fnc. for palnent
of rrhe.tei'er Afil fecs are due l-n cc:rnectlo:r vith
salc of the " Pir,i.i" albu:i anC lf Capj.tol nrakes sucit
payrler'lts di::cct1y, Capitol liill clcduct the arilount
of such paynents fro:'l tira paj'nients Capitol other-
wise makes to or on be!:aIf of Apple Records, Inc.

Besg regards .

ES.nceraly yours ,
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Tele9rOms:Emiwo「 ld tondon Telex
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capitol Records Inc. ,
i{oll1'wood & Vine,
llol1ywood,
California 90028,
u.s.A. 26th April 1971

Dear Mr. Qortikov,

Iir. l{ood is ar.ray this rzeek on holiday and therefore
I am letting you have ny reactioir to John Easlmanr6 letler
of. i:ne 22r|d April regatding A!' of M payrnents.

It has alrvays been our view thai this Liability
sirould be borne by i'lccartney. ?lease therefore do not
agree witir Eastnan that you wiil pay this.

?he s a.:ie poir:t has of eourse arisen r,rith some otiler
reeordings and Klein has always said that he would "pick up"
the A.1r of M payments. Obviously they have all got to be
treated in the sarire nanner.

sincerel-y,
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capito■  Records
1750 N. Vine street
Hol■ ywood, ca■ i fornia

Dear Stan■ey and Len3

90028

ar/一 ン /

Xt´ __「

惣
ρ
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臥 螂 は 綱 ,Nニ
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NEW YORK,N,V iO● 1●

Apri1 22′  ■97■

20 Manchester Square
London, W.1, England

As you know, Pai:1 Mccartneyrs 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.

,tohn L. Eastman

」LE:9■
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DATE 14arch 26, ■971

鉾
¨

TO______

OFFICE_

OFFIC[__

sUB」 ECT: TRUST AND SPECIAL PAYIIINTS FUND FEES

References:

MEM◎

l{ood to Klein
Klein to l{ood
I'lood to liLein

February 24
February 26
l4arch 15

l. In his February 24 letter Ilood .asked K1ein to gi.9e answersto

"c) Your acknor'rledgement that if any payments,in r-espect of any of the record-inls, are
due by us to the American Federation ofI'iusicians or to a producer not authorizedby us in adrrance then such payrnents willbe deducted by us from any ioyalty which
we may be due to pay to Apple Corps Ltd.or anyone else in respect of salei of
such recordings.',

"t""":r;:;il":",;... 
to ite:n c) or your retter, rthink it r.rould be best if r.i-e can have arneeting as soon as possible since I do not

agree rvith the position you har,re suggestedvrrth respect to the Mccartney recordings.r
Wood responded

. _ 
r'I note you do not agree rvith (c) of myIetter, but I real-1y cannot see vhy.
I shall be happy to discuss the position .

n you as soon as possibl-e.n

rt is apparent that xlein has sornething up his sleeve--he doesnot vrant the-Apple cornpanies to have to pa1,-thi L-L/2* to tire-riustand speciar pa]4nent punds ancl he wirl be'l6ohing for sornething:----
cHE vilr prease e>ramine cRrrs legal position under the septemberl-, .1969 agreement. He vrilr. also rook-aa ih;-;;;r", rnc. - El.rr ricenseuhich may covetlghis point.
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capitol Records Inc. ,
I{ol iltrooci & Vinc,
lioIlyr,'ood,
Califoraia 90C28,
U.S.A. 25th lprLL L97L

l,ir. i.rood is aryay tiris rreel: cn holiCay aaC ti:ercforc
I a.-:r letti::g you havc ny rcaciion to Jdha laetr:an r s lettc!
of the 22t:C Anril, rcga:ding AI of i"i payaents.

It nas ahrays becn our vier.r tiat this iiability
should bc bornc by ;lcCart::cy. PLeesc ihcrcforc do ao!
agrcc vitir llasi;nan firat ycu vill pay tiis.

Tr:e sale poin! iras of course a-riscn vith sotrlc othcr
::ccordii-rgs and iiLcia has ai',rays sai.C tirat i:c:;ould "7ici: up"
trlc AI of ii pa)alcats. o'ovi-ously lliey Lavc aii Aot to be
rreatcd in tnc sane 6[enner.

ヽ

Yo urs



E.M.I. timited
CapitoL Records 20 Manchest,er Square
L750 N. Vine Street London, W.l, enjland
Hollywood, California 90028

Dear Stanley and Len:

As you know, paul Mccart,neyrs latest, proposed album RAM and :
his recent single ,'Another Day,, were recorded in New york and
Los Angeles under AFo fl'l auspices .

You wil1, of cOurse, arrange to have the requisite AFofM pension
fund and other payments made by Capitol and E.M.I.

My best.

/     」Ohn L. EaStman

」LE=g■

APR 2′ i97,

APR 2 61971
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DATE_3!Li1 7. 1971
70__                       ―一 ― 一 一 ― 一 ― 一―
OFttCE__三II二 _二 _____一 ―

理 ‐ 週 興 EIADL□ _

FROM__
OFFiC[_ MEM◎

―

― 一 一 一

型
堕

l 
□ CRl口 ADI□

BEATLES RECORDINGS ― AFM FEES

Section 7. of EI'IIR license to App1e provides:

'rTHE LICENSEE (App1e) shal1 be so1ely
responsiJr1e for the fulfillrnent of aII
copyright obligations arising out of
the manufacture and sale of ihe records
hereunder and except as othervrise
expressly provided herein LICEI.ISDE shaLl
also be responsible for the discharge of
at] liability to any artists- or any
third party arising out of the manu-
facture, sale, use and publication in
the territory of the recorclings save
and except any royalty payable by EI'IIR

. pursuant to an Agreement clated Ist
September 1965 as amended and made
lwith AIR London and George Uartin
et all ."

By this clause responsibility for AFM fees as beti.reen EI{I
and Apple is placed squarely on Apple.

The closest the Apple CRI agreement gets to imposing this
obJ-igation on Capitol is Section 5. of Articl-e III vrhich provides:

"Al-1 costs and expenses in connection
with Distributorrs activities vrith respect
to the distribution, advertising and
exploitation of Appl-e's records pursuant
to this Agreement sha11 be the responsibility
of Dis tributor. "

.. It is normally the orvner of the records being sold who
has responsibility for AFM fees. The AFI'I agreenent in Section 2
of Addendum A to tlle Special Payments Fund provides:

n2. Each First Party sha1I make payments to
the Administrator in the amounts computed
as stated belor';, vrith respect to the sale
duging the period specified in 6 belor.r of
phonograph recordsr produced from master
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9
Cap:bic
l● ,lo:l,(■

`11=st,n,l■
l

FROla

OFFICE

T0
0FFiCE

図 Ci lcRr nADr fl MttM◎
BEATLES RECORDINGS ― AFM FEES (Cont。 )

records containing music t.'hich was
performed or conducted by musicians
covered by, or required to be paid
pursuant to, a collective bargaining
agreement hrith the Federation knorvn
as Phonograph Record Labor Agreement

■icenseeS′  transferees′
~OFす
otheI「users

go1lyl聖g 上主主19′  ■ease′  license′  or

:::::::::::::::::::::::::::::::::::ii`[!:ii:lil:|::::::::|::::::|[::::::I::tl)

or "Ff]:tt31ityR′  :itttlt‖ :]」
′。:呈 I:と]Sul歯:r tttleA3iC19fき :猟ё含::・

e′

Paragraph 9(b)of Artic■ e v of the SepteFrber ■′ 169
agreement prov■ des in part:

(April", 1969) (but specifically excluding
services solely as arranger, orchestrator
or copyist) where such phonograph records
are sold dur

"App1e shall indemnify and hold
Capitol harml-ess against 1oss, damage,
cost or expense ... arising out of
any 1ien, 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]

I believe that the language of Section 5,
above was not intended to incl-ude A.!.1"1 fees. In
responsible for those fees (and aqreed to hold

Artic■ e III quoted
my oPinion Apple is
Capito■ ha..‖■ess there―

Apple under thitt Agreement.“  (under―lining added)

from) whether or not A le (N.Y.) is a siqnato to the AFM aqreement.
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Mav 25_ 1976DATE____
TO______
OFFICE

oFFICE_ MEMO□ Ci □ CRI □ ADI ロ

AFM CONTINGENCY ON BEATLE UoS RECORDINCS

I. Beatles (Including McCartney "Ihru 12/31/74)

A. Mr. Mothersole cbnfirmed on the telephone roday that he has

1. Withheld from payrnents to Apple an amount Lo cover
Ehe entire contingency for the world incl-uding U.S.
and Canada.. (Clarification: In the ca.se of U.S. and
Canada, he has only withheld on the portion applicable
to the monies sent to hlm by Capitol.. In other wordsr.
he has not withheld anyEhing from Ehe royal"ties he has
noc received, i.e. held by Capitol or paid to the
STieriff. )

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

B. R & L keeps a running worksheet for the contingency on
U.S. and Canadian sales and Fitzgerald and Wil1ms decide
if there is enough in the unallocaEed reserves to cover it.

IL McCartney (l/L/75 On)

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

-

III. Harrison & Starr Special Agreements

A. Starr - "Blast From Your Pastrt Agreemenc

The agreement recognizes Starr is responsible for any AFM
contingency and an amount is deducted from the net increased
royalty to cover iE. However, Elris deduction is Ereated as' a reduction in royalty. The AFM conEingency is recognized

. as. part of I.B. above.

B.. Harrison - ItExtra Texturerr Agreement

' The agreement acknor.rrledges thac Harrison is responsible for
AFM, but no .specific deduction ls authorized or withheld.
The AFM contingency ls recognized as part of I.B. above.
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DATE__」hn― af 197ら
TO
OFFICE

FROM__
OFFiCE_

駅り3」 ECT:RE=  TRUST ETC. FEES ON BEATLE RECORDS

Wood computed trust
sent funds to U.K. June,
was able to return those
had asked him to do so.

MEM◎

Earlier r.re had computed the Trust fees anil Special Payments
fund fees on the Beatle record.s, which incluile masters recoriled
in the U.S. and re r'laid it aside" from the end of 1974 when
we ceased sending funals to U.K. (Ju1y fees). 

:
Kleinrs attachment stripped us of those funds. A11 sums

owed es after 12/ 3I/7 4)
were paid to the Sheriff of New York County in latter part of May,
19 75.

etc. fees on the sales madle for which we
1974 and-prior. Fortunately, he never
amounts, although before the attachnent I
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岬
TO

DAT[   」une 6′  ■974

FROM

TITLE

SUB」 ECT AFM SPECIAL PAY■ lENTS G
TRUST FUNDS/THE BEATLES

Malcolm Brown advises that with respect to Beatlerecordings in the United states, EMr'has d;;;-d; i"ff"iiii,
1. Held back from the Receiver the AFM fees forworl-d-wide sales (including United States and Canada)

2. Informed the Receiver 6f the potential llabilityand of the fact of holdback

3. Set uo an EMI reserve in the event EMI must paythe Al'M and cannot i""orrp from the Se;ties.
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1. Ae the presert, tine CRI is holding a1l Beatles royaliies.
ra:l-!er: than tranE:i,ittitrg then to E:{f pursuant to the direct,ion
fron Apple Rccords, Inc. vlrich rzas in effect since the inceptionof ti:e 1959 contract, vith ARI.

2. Sone of tl're post 1959 riiasters rrere rccord,eil in the USA
an(i therefore thd recorSs are su!:j ect to ArTlI Trus! fees.

3. I'iith Burd.i.cl: t s assistance lre should itru:rediately ident.ifythcse nasters and conpute the Trust fees applicable to those
rccorCs (i) fron release date to the Las.t nonth r.re transrilittedroyalties to Bi.U and (ii) fron the latter <late fonr'ard.

,,. If , as an<l r,rhen lre resume transmitting funds to Euf wer'rill vrithirold the irfi l frus.t fees described in 3: (ii) above.

5. I":e iri lL also not.ify l..'cod of the Trust fees result.ingfron the coiiipu'taiions in 3. (i) abovc and he r.ri ll_ endeavor to
obtr. j.n Bank of Englancl approval to t.ransndt these funds back to
cRI.
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S c 1r L crrrbc r L, L976

EMI Limired
The Quadrangle, WesEmounE CenEre
Hayes Bridge, Uxbridge Road
Hayes, Middlesex UB4, OHB

Dear Geoff:

Re: Reserve for AFII orr ljeaEle
Sales-U.S.&Canada

AEtached are the deEail working PaPers shor'ring tl're
computacion of AFM fees, deducced from BeaElest toy-
alties through June 30, L976, as follows:

S505,501.19U.S.
Canada
Total

…
for S562,288.22
Payable to EMI with
Of 」une 30, 1976
23, an.additional

These papers suPPorE the reserve
shown on the schedule of I'Monies

Respect to Beatle Recordings'r as
previously senE to you on AugusE
copy of which is attachpd.

rel





DATE
■0

OFFiCE__

FROM
OFFICE_

BEATLES

Exhibit F

O
CapttG

101P101,1,tSiR〔 StXtt,日 ,“,

MEMO

The foltowing is a suntrnary of the AFll status on (1) the Beatles
(group and solo) and (2) paul McCarrney afrer L/i/is.
we have withheld the following amounts from royalties as of. 6/30/762

1) Bearle Royalries (U.S. & Canada) $562,286.22

2) MPL Cormnunications, Inc. (U.S. & Canada) 9104,g15.32

(McCartney solo albums are included in.I) above rhrou Eh :r2/3L/74
and in 2) above thereafter.)

As the result of a meeting attended by Burdick, Culotta, Hawe,Tillinghasu, I^Iiser and wi1lms, the Royal-ty Department wis instructedto start reporting sales from May 1, 1976 on* to the AFM of Beatle pio-duct, due to the change in EMrts ricense as of that date from Appieto Capitol . (Sales of MpL Communications, Inc. product lras notincluded in the instructions and they have not been reported on the
AFM reports . )
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DATE____April 5。  1979
TO_
oFF:CE_ □C: Ecnt EcMP

FROM MEMO
RESERVES FOR AFM LIABILITY ON McCARTNEY soI,O PRoDUCT SALES-(U.S. &
cAMpA) THROUGH pECEMBER 31. 1974 (PRO.pUCT RECORpEp IN U.S. ONLY)

McCartney solo product prior xo LlLl75 was recorded and sold under
terms of t}:.e 9/l/69 Apple Records, Inc. N.Y.. (Beatles) Agreement.
As of that date, FjI"II sold all of its McCartney sol_o masters to
MPL Comnn:nications, Inc. and from that date on sales were made in
accordance with the MPL Conanunications, Tnc. L/L175 Agreement.
MPL was to be responsible for any AFM payments due on saleF after
that date. They instructed us in a letter to deduct the AFM liability
from the quarterly royalty pa)rments to MPL and to prepare the AFM
reports and pay the AFM on MPLrs behalf. This r"re have been dolng
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 W..
Under the 9/L/59 AppJ-e (N.Y.) Agreement it a/as Capitolrs and El"flrs
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. hrhen we were unsuccessful in gecting Apple to report and pay
the AFM liabiLity, we withheld the amount of the probable liability
from Beatle royalties. Mr. WilLrns reserved a like amount so that
we would be covered in any eventuality.

hrhen the Apple (N.Y.) Agreement came to an end as of 413O/76, and
EMI began to l-icense Capitol for Beatle product, ere continued to
deduct the AFM liability from the Beatles but from that date
actually paid to the AFM the amounts becoming due gElg 5/L/76.
The Royalty Department rras supposed to keep reserving a like amount
in the ttsafetyrr fund originated by Mr. Willms. We did not pay the
ATM for the liability existing as of 4/30176 and should conrinue ro
keep the liability on our books.

Attached to this memo is my rnemo of July L2, Lg77 to Mr. Till"inghast
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 Ls, of course, up to date as far as McCirrtney is concerned since
the figures were fixed as of L2/3L174. You will note vire have the

oFF:CE__

S:GNED:

●10R‖ 105,L● EV ●
'′ '●
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範

o′ F:CE

FROM__                            
□ Ci 口 CRI □ CMPOFFiCE

SUEJECT:
RESERVES FOR AFM LIABILITY ON McCARTNEY SOLo PRODUCT
CAMDA) TIIROUGH DECEMBER 3L, L974 (PRODUCT RECORDED

MEMO
SALES_(UoS. &
IN UoS. ONLY) Pg。  2

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

UoS.
Canada
Tota■

There would be a like amount for McCartney product in the special
reserve s tarted by Mr . I,Ii 1lms .

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 vie\^/ thaE MPL and/or Mccartney is liable for the
AFM payments and CapitoL is noE. 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
paying.

S■11,465.00
10。 712.50
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Exhibit H

DATE
T● _
oFF:CE

FROM_
OFFICE

suB」 ECT:

BEATLE ― AFM

1. As of April 30, 1976, we had
the following amounts:

-Ii-cEiEnev --Iennon

,■ 1■ .465.00 S2■ 6′ 857.03 S■ 46′ 9■■.66 S38′ ■8■ .67  15■ 3′ 415.36
4′ 1■ 0。 8■    」577787.29

,42′ 292.48  157■ ′202.65

US
CAN 10,712.50 24′ 954.80 18,009.18

Tota■   S122′■77.50 S24■ ′8■■.83  S■ 64.920.84

This amount has not been paid to the AFM.

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

Total
Less "Blast From Your Past"
Net Reserve set up

S571′ 202.65
amount      ■l′ 109.03

S560′ 093.62

3. Since that time, theadditional reserve has been reduced by the
Mccartney portion due to the Mccartney release:

Net Reserve set up
Less Mccartney portion
Current Additional Reserve

l■ .  S57■ ′202.65 with which to pay
■976 (Paragraph ■ above)。

S560,093.62
122′ ■77.50
,437′ 9■6.12

4. We have continued to deduct the AFM amounts from the Beatle
Royalties since April 30, 1976, and have reported the rrsales"
to the AFM beginning with May 1, 1976 on. The "saLes" have
been net negatives, so we have in effect added back some
$19r490.31 to subsequent Beatle Royalties, and recovered
$19,490.31- from the AFM against other artists sales.

5. Sunmary - We have the foLlowing two reserves:

the AFM thru Apri■  30′

*2. $437,915.12 with which to reimburse the Beatles (other
than for the Mccartney solo albums) if they are not

_ n_ responsible for the ApM (Paragraph 2 & 3 above)

MEMO

deducted from Beatle Royalties

---Earr -ar;Ison - Total-



DATE   `■orll 2■ , 1976
■0_____
OFFIC[_

FROM_
OFFICE_

Exhibit エ

讐
Qpu`
iCを ,1,11●|!`t● :s CI",=● r

rN/tttMo□CI □ CRI □ ADl ロ

RAY P}ぎ工LLIPS CONVERSAT10H ドエTH ME CONCERNINC APPLE

Phillips, r*ho is the principal audLtor for the AFII, asked the follos-
lngi guestton:

$ho l{r responstble for 1:ayments to tbe AFti on Apple t roduce?

My response to tl'lat ti!'as tllat the resfronsl!''1llty wae Apple's ,

Questlon: nlost of tlreir product r.ras recorded Ln England anci le
not subj ect to the .tlFi.: agreenent with Capltol .

Ansirer: I belLeve Eo, but believe. your aurlit of Apple r+111
clarlfy the matter.
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0TO_
OFF:CE二

DATE July 18. 1977

LIABILITY ON BEATLES HOLLYW00D BOWL CONCERT
SPAS(4獅 7. 8 11638

I have been advised by Mr. Tillinghast that
Bowl Concert album is subject to AFM fees.
borne by the company selling the albums. It
from Beatle royalties since it was recorded

Cap蔵J・

MEM(

the Beatles Hollywood
The exPense iS to be
■s not recoverable
priOr t0 9/1/69:



30th May ■977

:]:3t畏:r18C♀11:'1118et,

I:llI:♀111 9。。28,

Dear

Thank you for sending me a copy of^the letter you addressed

on tfri"-""uiect to Geoff othersole on 26th Mav'

In view of the fact that the 1j've recording was carried out

by Capitol as alstinci irom E'ltl'I' Records I can understand the

apprehension i., teg"ii lo-nrf'l tf tftough one must not forget that
caoitol onry carrleo- o.-ri 

- tira recording at the request of and on

u.-n"rf ot e .u.I. Records Limited'

liith regard to the very last sentence of your 'letter of
the 26th May I fj"nat ii'aitri""it to think of a good reason for

"i"i.i.ri 
init, it indeed AFM dues are pavable ' we could recover

ii+ from Beatles noy"iii""'- There is no irovision in the Beatles

contract for us to *.t..-=,,.h a charge 'n.d '" 
the recording was

carried out at o.,r" "Jqi""i-ana 
not -at ttre specific request of

the Beatles it uecom!!*!i"t*mtt"- aiff icult to see how we could
jiiEtiii"i;; .t,"ti. ui"r'l'"'"'t'-ai r woura like to be able tol

Kindest regardS,
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ヽ

LOCAT10N:  A ttn:

DAT[: 」une 25 1979

Re Blast From Past Agreernent. Siened by R. StarkeyMESSACE:
(■ YPC OR PR:NT) but not dated. Paragraph 5 reads:

Mro Richard Perry or any Artist other than vou perfoι ‖ing oi the Album。

You and Capitol agree Ehat Capitol shall wichhold from moneys otherwise

"5。  You shall be solely responsible for any Payments due

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

in satisfaction of any obligation to the AFM Special Payments Fund

and/or lfusic Performance Trust Fund in connection with the Album。 "

album of 。7384 is higher than the Beatle Schedule A

ratcs but noE as high as Schedule B rates. Paragraph 4 reads as follows:

_!r:lfJl. L"l.o. G"ne". H. o"

a q 1-e_t'r!_ tg_Uc-l€ s_pgt5i blc f "r all pavments. i e

-r'.a(i('-_to 
rhc AF _o_ f li sgcc:ia lla)'rnen Es Fund or Music performance Trust

「
und in conncction ■ith salcs of the album regardless Of where such

、111・、_tュ l:( placo."  Tht・  AF:: dcdPction as Of 3/31

was noc quite enough to cover AFM contingency. The

tt4. If Schedule "B" to the Contract becomes ooerative- Caoitol- shall
be obl_igated to pay Ehe higher of the amount provided in Schedule ItB

or Ehe nE called for in this agreement.rt

uctions Agreement of August 22. L975. Si

__lP::(・ メ。_rqtur]i_■ inco thCn it

26.674.52.
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COIAMUNICAT10NS REQUEST― TWX′
TELEX

(COntinued from page ■)
capFtd.

TO:
DATE:

LOCAT10N:

MESSACE:
(TVPE OR PR'NT)

S24,540.00 aS Of March 3

Beatle scraつ Oing info tr亘 」 」 工澤 出 』 嘔 ´ 響 エ
イ山 ‐ 燒 よ 昌 ― 一 一 一 一 一

一
~~~~

REOuESTED BY

DE PARTMENT:
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シ
mattR辮 :口

MEMo
I have been infOrmed by Legal that we should dO the f。

11。wing:
1.  cOntinue tO deduct the .o344 from the royalty tO APPle
per the "Blast From Your Past“

 agreement and creditthe reserve.

2.  :::IItB[:[1:C[:;:lt[曽

s・:「:'cl::it te 
・°344, from the
he reserve.

This will eliminate the duplication.

An adjustment will nOw have tO be made rё
trOactive to the releaseof the album.
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grere . Aeril

Question:

_       □CI □CRl□ CMP

4. 1977

:::ic[ヨ:詈r21群属[rヽ膚|モ遇ヒ,F電1]・
  ThiS has resulted in a double

〕44 stated in the・ contract was an apProxi‐
mation. The actual AFM, of course, varies depending on the
configuracion, type of sale (regular or PX) and locaEion (U.S.
or Canada). The deduction provided for in the conEract is,
through September 3I , 1976, $3,318.00 shorE of Ehe accual AFM
liabiliry (per sheet attached).

Obviously, we cannot make the
Because of the wording in the
limiEed to the smaller amount
actual AFM liability.

two deduc cions.
conErac t, are l17e

.rather chan the

AccounEing to mak

MEMO
AFM LIABILIIIY ON RINGO STA ::BLA : ALBUM

\ Paragraph 5 of Ehe conEracE be E\'reen Ringo Starr and Capitol
' Records , Inc. s t.aEes "You and Capitol agree that Cae!g-g-1--9l9-11

withhold from moneys other$rise payable hereunder $0.0344 for
&-CEE py of the Album sold to be applied in satisfaction of
any obligacion to the AFM Special Payments Fund and/or Music
Performance Trusc Fund in conneccion with the Album.rr .,

We have been deducting Ehe $0.0344 from the royalty co Apple.
This album is also covered bv our AFM deduction that we with-

Uncil we hear from you, I have insEructed
adjustmenE for the double deducEion.
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