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CLAIM FOR RATE DIFFERENTIAL AND INTEREST THROUGH

The following material. has been prepareil at your direction:

The latest Apple audit cl-aim covering the period 9/l/69 through
6/30/E9 includes a claim for (1) exchange rate differentialr
and (2) interest, on all the items clairned in the audit of June
30, 1979 as follows (See Exhibit rA' for more detail):

Intere st Tota■

U.S.

Canada

Mex■ co

AFM (UoS. E Canada) 4,000

S■′260,000 S6′ 028,000   S7,288,000

The audit states the above amount is due on June 30, 1980,
and since it was not paid at that time "a mor,e up-to-date ca1-
culation will be necessary based on the then current exchange
rate. " (Exhibit rBr, page 4)

Note: The above amounts can be broken down by periods
should it be deemed necessary from the mass of detail suppJ-ied
in audit schedules 23 and supporting schedules A through F.

Prior Klein Claim for Interest on fnitial Pa

Before proceeding further it shoulil be noteil that the above
claim for interest anal exchange rates is computeil only on the
amount of their audit claims. They have assurneil all Pal,'ments
made by Capitol as of June 30, 1.980 were on time and at the
correct exchange rates. I can find no claim for the interest
on the initial palzments which Capitol made August 24, L970
covering the first 10 months of the Agreements (Sept. 1, 1969
though June 30, 1970). Previously Klein hadl claimed interest
nras due on this payment, which could not be made until Applers
Letter of Direction dated August 1.1., 1970 was received. I will
discuss this clain further on in this memo.

Exchange Rate

s■′092,000

167,000

(3000)

S5,084′ 000

723′ 000

42,000

■79,000

S6′ 176′ 000

890′ 000

39′ 000

183′ 000

tORr', r56tL FEv. a l/ta



reaso                                                     e I:e
fo■■ows くExhibit .B:′ page l)|

In accordanc`With your fully executed Letter A9reement dated August 12,1970 with

EMI,C3pitOI Records,In●.was to pay EMI:

o... alt net monies which became dr.re to ApPle Records, Inc. under the t€rms

ot-t-f,"-C"pitof - Apple Agreement less mechanical royalties, as and when those

monies become due for Peyment...x

eubject to the rights of
within 5 business'daYs of

indicated to u6 that the rame

to the additional amounts due

You will note that the aboVe refers to a Letter Agreement dated
)irection to Capito■ is dated
age l)。  The Letter Of DireCtion
(Exhibit C-2)。   (■ Obtained a
ユix to the AuditOris report。 )

cap■ to■ =s obligation in rettire。き: ::11:1: せ:d民吾pileil_t[19Agreement was to pay the money
York (Exhibit iD:).  ThiS Was modified by App■ e!s Letter of
Direction of August ■■′ 1970 (Exhibit ・C=)whiCh directed the

::yT::Ic::i:idin :hEMttettein:la31r::tt:1・ [i:t :書『 1[it I:e五 :e S
in pound sterling。

The Auditor's then say in theLr second quote above t!'at
EMI 'p;t ihe sterling procleds of auch-lret rnonies... within
E--U"ri"!r" days of recllpt from Capitoln. This.guote is from
irrt eugust 12ih Letter o? oirection to sur (Exhibit rcr, page 2)
i"-""y-""""t it would seem from the-quote^ that EMIrs obligation
is to pay Apple the ster■ ing proceeds witll:

_ 3::::tEttldtit claims, it WOu■
d

!..t-tt.t-sl,li is'unaer no obligation to Pay APPIe-until 5 days
iiier Jucl receipt, if any. Therefore, perhaps the rate-of.

"i"iti"g--"t in"t- fotnt. time would apply rather than as App1e

"iiir= 
- tfre rate of exchange for sorne prior perioil'

EMI, in tum wss to!

tL . . pay the sterling proceeds -of -guch net.monies
Nemieror Hotdings Limited, to APPte Corps' Limited
recciPt from CaPitol. . .n

We have discucsed lhis Provision with Counsel who have

practice of reportlrq to you in Pounds sterling lhould apPly

rs thown ln Schsdutcs I thmugh 22.

-2-



The above discussion refers to the claims for the period
Sept. 1, 1969 through April 30, L976, when El-U withdrew the
manufacturing license from Apple and licenseil Capitol once agrain
to be the manufacturer. The payment for claims after the Aplil
30, L976, therefore seem to be governed by the following:

1.) EMIrs L962 Beatle Artist Contract for masters
recorded under it.

2.) EltIrs 1967 Beatle Artist Contract for masters
recorded under it.

3.) EMf's licensing Agreement with Capitol, anC

4.1 a paragraph in EMIrs 1959 Licensing Agreement
with Apple (Exhibit rEr) which states that if
the EMI/Apple Licensing Agreement is terminated,
EMI shal1 pay Apple a sum on sales after that
date equal to that Apple would have received-had
the said records been sold under the 9-1-69
Agreement .

Therefore, after April 30, !976, it would seen that Capitol
had the obligation to pay EMI the same U.S. dol1ars as it would
have been obligated to pay Apple if the-3:I-Sg egreement vTere
still in effect. In conclusion, I find nothing to support
Apple's claim for the exchange rate differential in the written
documents.

Now as to the claim for interest: The earliest written cor-
respo terest is Applei s demand
for interest on August 28, !970 (Exhibit rFr) to which ltr. Ti1-
linghast replied in his response of 8th September 1970 "I know of
no agreement to pay interest on any of the money Paid or to be
paid" (Exhibit 'c').

Apple replied on Sept. r..6, J-97 O "with respect to the issue
of interest on any of the moneys paid or to be paid to this Corn-
pany, we suggest that you confirm this understanding with those
officers of your Company rrho made such an Agreement. "

ur. Carp relied in his letter of Sept 2L, !9'10 "I cannot
find any officer of this Company who reached any understanding
with Apple covering j.nterest. If you contend that anyone did, I
reguest that you state r"rhich person acting on behalf of Apple
talked to the person at Capitol...." (Exhibit rrr)

The next reference Capitol received from Apple in regard to
interest appears to be in the list of claims against Capito3.
handed to EMI in Dec. 1970, but not presented directly to Capitol
(Mr. Menon) untiL August 1971. Capitol's written reply to the
claim for interest was made on Sept. 23, L97I per Exhibit 'Jl
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attached. The copy of Exhibit rJr attachect has Appleis pos-
ition and the summary inserted below the original -letter- com-ments. The insertions were made and distributed within Capi-tol on I0-25-7L, after the Capitol,/Apple meeting in New yoik
on Oct. 2L and 22, L97L.

The insert for Apple,s position was handeil to Capitol byAllen Klein at the October meeting. Ur. Tillinghast'l re theinterest discussion at that meeting is attached as Exhibit rKr.

Capitolrs position therefore remains that no interest is
due .

(The matter of interest vras not specifically - mentioned i.nthe February L973 settlement proposals-. The cla-im wouta 
-ttrere-

fore have been cancelled by the clause providing for acceptanceof Capitolr s auditing on all matters nol specifically menlionedin the settlement letters had they been signed. )

The P & E Audit claim of Jan. 1926 contained the following
sentence on page 16 ,'Interest, if any, due on the delayed pay-
ments or underpayments disclosed herein has not been d;ter;i;ed"(Exhibit 'L') Mr. Tillinghast did not corunent on interest incapitolr s response of June ]-5, L976 to the audit other than to
say.he was not responding to those items on whj,ch not specificclaim had been made (Exhibit rM').

I find nothing in Capitolls papenoork to indicate that in-terest is due as clai.med i-n the l-atest audit.

The only other correspondence I can find in regard to in-terest occurred after K1ein was terminated by Apple as of Feb.28, 1973. At that tine Capitol was requestea Uy Apple and tater
by the sheriff of New York to hold certain sums of money due
Apple because of J-itigation by Klein against Apple. On Feb. 7,
1975 Apple's accountants suggested that Capitol hold these funds
subject to interest (Exhibit 'Nr). Ur. Tillinghast had Ur.
Burdick reply on Feb. 25, 1975 that the interest so accrued
would be credited to the entitled principLe. (Exhibit 'O')

On Oct. 3I, !976, Apple asked for confirmation that suchinterest be accrued (Exhibit 'pr). Mr. TiJ.linghast responded
on Oct. 27, !976 that no interest was due or would be pai-d.(Exhibit rOr)
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No. of
Exh. Pages

AI

List of Exhibits Re Exchange Rate and Interest Claim

Audit Cl-ain Sunmary for Exchange Rate Differential. cInterest Due
Audit CoNnentary Re Claim
8-11--70 Apple Letter of Direction re payment
9-1-69 Contract Abstracts Re payment
9-l-69 EMI License Agreement with Apple
8-28-70 Demand for Interest
9-8-70 Capitol Reply to Apple Re Interest
9-16-70 Apple Reply to Capitol
9-2I-70 Capitol Reply to Apple
9-23-7I Capitol Response to Claims - Abstracts Re Interest
lO-27-7I Tillinghast Cornments Re Interest Discussion
I/-/76 P & F Audit Remarks Re fnterest
6-L5-76 Capitol Response to Audit
2-7-75 Apple Letter Re Interest on Monies Withheld in
Li tigation
2-25-75 Capitol Reply to 2-7-75 Lette!
10-L3-76 Applers Reguest for fnterest
10-27-76 Capitolrs Rep1y to t0-13-76 Reguest
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royttity perCentage rate by the excesS deductiOns(as

Schediile 22E-t.I), we have calculated the diff

regu.lar price spreads and have applied these diff

selection numberi in each period tested to calcu

to unils rePorted for the major

additional royalties due. We have

estimated additional royalties due for selection ers not tested bY aPPlYing the

percentage of error found for those numbers t in each period. Our calculations

8ppear in Schedules 22E‐ 1,22E‐ 2,22E‐ 3,22E‐ 4 and
‐5。

Schedule 22E summarizes royalties due from excess ging deductions in Mexico. We

have estimated additionat royalties dle for per not tested by aPPlying the average

verage percentage of error has also

onvertedtoUnitedStit::I:i:I:lige:

in your unit royalty rate based On

percentage of error found fOr periods tested. This

been applied tO royalties due on unreplrted SaleS for the period from JulY 1, 1969 to

Augustう 1, 1969 since our calCulations of royal due made for unrePorted sales in

priee spteads used bY DCM. OurSchedule 22P were only based upon regular buy

calculations in Schedules 22E-1 through 22E-5 have made based on ]00Yo of the bare

record price. We have applied a factor of the 9 to the total amount due as shown in

9O9b of the bare record Price toSchedule 22E based on CePitol's procedure of usi

calculate your royalties in Cgnada. The net

deductions totels $8'544.05.

due to you for excess Packaging

Schedule 22 summarizes additionEl royelties due

Mexico and totals $55'154.20.

from.sales by Discos CePitol de

EXCHANGE RATE DTFFERENTIAL AND NTEREST (UNITED STATESI CANADA AND

MEXlCO)

InaccordancewithyourfullyexecutedLetterAgreementdatedAugust12,l9T0with
EMt, Cspitol Reeords, Inc. was to Pay EMI:

t'... all net monies which became due to Apple Records, Inc' under the terms

oi t-ne Capitot-Apple Agreement less mechanical royalties' as and when those

monies become due for payment"'rl

EMI, in turn was to:

淑
『
鷲馨量辞評ギ

Ti:猛1誡r冨ぶ1昴酬器 乱ゝ轟翼提
０

０

We have discuesed this provision with Counsel who

prectice of reporting to you in Pounds sterling should

as shown in Schedules I through 22'

67

`●

りBJE“ マOC● ‖IIじ
“

T● ●lt― E■ 0「 T“ II●H:‐ AL'

S椰 ,TENENBAUヽ 1,コー R32Nい EIい`ぼ●8R7,PIED● ●●し
'C^●
●●V“▼A“ヤ●

have indicaled to us that the same

spply to the additional Bmounts due



,":i"lrn:n""
Wi have found that if Capitot Records had paid you the amounts due herein on I timely

, basis-, you would have received more pounds sterling than if such amounLs were Paid to you

at the exchangp rate in effect as of June r0, 1980, resulting in overall loss to APple

(assuming al,l such payments were made as of June lO, 1980) based upon fluctuations in the

exchange rates (herein referred to as the exchange rate differential).

We have also been instructed by counsel to determined the amount of interest due on the

edditional royalties dre in Schedules I through 22 as shown in the Summary of Findings.

Your counsel have advised us to use the rate of interest of 7% throughout the period under

examination, and to calculate the amount dJe for inter€st and the exchange rate

differential as of .bne 10, 1980. i

The Agreement indicates that domestic earnings ere reportable by Capitol to EMI within

30 days after thd end of each accounting period. From inception to April 5O, 1976,

accountings were reportable monthly. Thereafter, they were reportable quarterly. In

order to simplify the calculation of interest and exchange rate differentials, we have

combined the monlhly Eccountings into calender quarters. With regard to Canedian and

Mexican royalties, Capitol was obligated to report to EMI within 60 days following the end

of each calendar quarter. Accordingly, our interest calculations assume payment dates ,0
days and 50 days after the end of each accounting period for the USAr and Caneda and

Mexico, respec tively.

As noted above, the August 12, 1970 Letter Agreement indicates that eamings sre

payable by EMI within 5 days of receipt from Capitol. Accordingly, our exchange rate

calculations assume payment dates 35 days and 65 days after the end of each accounting

period for the USA, and Canada and Mexicor resPectively. ln order to simPlify the

exehange rate calculations for domestic eamings prior to July 1, 1975 we have averaged

the exchange rates in effect J5 days sfter the end of each month to arrive et en average

exc*range rate for eech quarterly Petiod.

For all

interest

r.

amounts due, with the exception of AF of M fees withheld, we have calculated

and exchange rate differentials as f6llows:

We have determined the percentage of earnings rePorted by quarterly period in

each territory (USA, Canada end Mexico). SeParate calculations have been

made for the periods coveted by the prior cxaminationr as Devised' end the

68
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EXHIBIT B
3 of 4 pages

current examination reports, respectively. Our calculations for the USA appear

in Schedules 2rA-1.I and 2lB-1.1 respectively; for Canada in

Schedules zlC-l.f and 23D-1.1; and for Mexico Schedule 2lE-l.l (no Mexican

eales were reported to Capitol in the cunent examination period).

2.- We have prorated the smounls found to be d.re in Schedules 1 through 22 (with

the exception of Schedule 5) to each quarter based on the same ratio that the
net amounts reported by Capitol during that quarter bear to the total amount

reported throughout the period examined. By applying these percentages

determined in Schedules 2lA-l.l thmugh ?1E-I.L to total amounts shown to be

due in Schedules I through 22, we have allocated these amounts by quarterly
period, as shown in Schedules 25A through 2)E.

t. Based on actual exchange rates we have computed the everage historical

exchange rates for each applicable period through J.rne !0, 1976, as shown in

Schedules 2)A-2 through 2JE-2. We have applied such exchange rates to the

pro-rated amount due in each quarterly period to determine the pro-rated
amount d:e which you should have received in pounds sterling at historical rates

as shown in Schedules 2)A thorugh 23E.

4. The total pro-rated emount due in dollars has been converted to pounds steriing
8t the exchange rate in effect at June 30, 1980 and compared to the amount

due in pounds sterling based on the historical exchange rates to determine any

gain or loss due to the exchange rate differential. Since the pounds sterling
value based on the June ,0, 1980 exchange rate is less than the pounds sterling
value based on historical exchange rates you have suffered an I'Exchange Rate

Loss". Such a loss would have occurred had Capitol paid you the amounts due as

shown herein on a timely basis,

5. We have then applied a simple interest rate of 79'o (I-\lAEo quarterly) to
amounts due in pounds sterling and converted the net results to U.S. dollars to
determine the amount of interest due. Our computations eppear on

Schedules 23A through ZlE and are summarized on Schedule 21,

With respect to AF of M fees withheld we have calculated the interest end exchange rate

differential through June )0, 1980 in Schedule 2lF as follows:

1. Using the AF of M withholdings es shown

interest from J0 days end 60 days efter the

United States and Canada, respectively. If

in Schedule 6, we have calculated

mid point of each quarter for the

the period Feported is greater than

'69
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EXHTBIT B
4 of 4 pages

one quartert we used the midPoint of'the Period during which such withholdings

were made in the united States and canada, respectively. capitol Records

began. to withhold these fees beginning August l, 1974 and July I' 1974 from

eernings in the USA and Canada, resPectively'

We have comPuted the average exchange rates in effect f5 end 65 days after

each month for the United States and Canada, r€sPectivelyt in Schedule ZlF-l'

for each period covered, and applied such rates to the amount of AF of M fees

withheld during each Period. The only exeeption is for the period January 1'

1970 to July ll, 1974 during which the fees were being withheld by EMI (see

item I below). j
AF of M fees through July 3Ii, 1974 for the USA, and 'lune 

'O, 
197 4 for Canada

were actually withheld by EMI in England through January 20, 1977 ' The dollar

value of these r€serves, totaling $tgg r72t.91t was equivatent to LJ67 t792 in

pounds sterling' actually withheld by EMI. Therefore, we have used this amount

ofpoundssterlinginourcomPutationshereunder.Theexaminationreportfor
England includes the spProPriate calcutations for interest based on applicabte

U.K. interest rates from September, 1970 through January 20' 1977' but does

not include a claim of credit for the exchange rate differential'

Subsequent to January 20, lg77 this reserve was transferred from the books of

EMI to Cepitol. We have catculated interest'due on the reserve from

January ?I, !977 to June l0' 1980.

5.  We have compOunded the interest due at the rate of 7%annually.

We have summarized the announts due from eXChange rate differentials and the interest

due on Claims in the United States, Canada and MeXiCO frOm September l, 1969 throu9h

June 30,1979 on Schedule 2',Which totals S7,287,880.23.

we recognize that capitol has not Paid the amounts due as ghown herein as of June J0'

lgE0.Pertheinstructionsofcounselthisdatewasusedasacut-offpointinorde'to
quantify the emounts due for interest end the exchange rate differential. we recognize

thatatthetimeCapilolpaysyoutheamountsdueasshowninSchedulesl.through22'a
morelp.to.datecalculationwiltbenecessErybasedonthethenqJlTentexchangerale.

sl帯ξ 恥 ぶ BAUM,躍 HLERTZttE思 ぃ

CE":"● ● ●u●LiC― Ou口
「
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ご Apple 0~ EXHIBIT Cl of 2 pages

August l■ ′ ■970

LETTER OF DIRECT■ ON

Capitol Records, Inc.,
Capitol Records Distributing Corp.
1750 North Vine street
Los Angeles, California 9OO2B ' U.S.A.

Gent lemen :

Reference is made to the Agreement maie as of SePtember 1,
1969, between Capitol Records, Inc. anil CaPitol Records
Distributing CorP., on the one hand (herein jointly called
"Capitol"), and Apple Records, Inc., on the other (herein
called "The CaPitol-Apple Agreenent"); and to the Agreenent
of September 1, 1969, between The GramoPhone Company Limited
trading as E.M.I. Records (herein called "8.M.I.R.") and
Apple Recofds, Inc., (herein cal1ed the E.M.I.R. - Apple
License); and to the various agreements conditioning,
implementing and supplementing same.

Capitol is hereby directed to Pay to E.Il.I.ir. in England
on bur behalf for onward transmission to Apple corps. Limited
afl net moneys that become due to us under tbe terms of the
Capitol-Apple Agreement, less mechanical royalties and
fabrication costs, as and when those moneys become due
for payment

This direction sha11 continue only as long as Apple Records,
Inc., shall continue to be the Licensee of E.M.I. under
the E.M.I.-Apple License.

Yours faithfully,

-- an -airttiorised Signer
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■ WHEttnS`

arringoments ,ュ th

・        ・hHttS′  CaPito■ has

.In‐ the processind and軍。ssing

masters owned by Others, and A

‖HEREASa Distributo■  ■s

崚零纂摯
γ

ヽ、ヽ

I
iapi{ol has }teretofore acted as

manuracturer and dis tor under certain contractua■

&MUSICAL INDuSTRIES′  L工
“

ETED`

Cc● 1■ed ・ EMI“ ), whose is Blyth Road. Hayes,

Middlesex` England′  with tO BOatles' masters:

mEttS′  mII has licensed AppLe fo: the

united states′ Mёxico and vith respect to Beatles t

masters which agreemont is calledl the "Licensing

。Contract" ( a coPy o■  ,hich : ittaChed horeto): and

and Press records through CaPito」 3` faCil■ties: ind

=●11l havO rOcords for distribution

illties for ind is engaged

recolds deriveil frorn

des■res to process

in distributlng

recoras DistribtttO,1

.・nd relling recoras in th.e united tes ancl Apple fias ancl
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■0。 At the enA of each nonth, App1c ltill

・つ

０

invo,ce Distribator for all recoras purchased Distributor

hereuncter during sa■ a nonth.  htithin not moro than

‐   theroafter, so ■ong as may be requュ roa` DiLStriblltor wュ ■■

render to App■ e a statement of the net quantities of

. records soldl by Distributor during such month, and the

credits to t,ricb Distributor is cntitled, 'ana, conculrentl)'

● . sectio:1 11. is added
f ull as f oltor.;s:

ArtiCle エエエ tO read in

"11. If APPIe lequests t DiStributor alter
le records or include

additional elements
Distributor's out-lys:[計 3:潔ig:iし

with the rosu■t tha

tiこ
p::[:tn:3ユ

:. ::r

!!anu!acturj.ng
accede to APPler s re
Pay to Dis'Lrj.buto! a
-of- auch excess out-of

重電rili:w=室 罵[e薦

■メ′

誌∫:糞霊P:∫ I:::':
as sei forth in CaPi trs then current

t

Dist=ibutor wi 11
t and APPIe wilt

i:tal。[: ::u:ei:'n:
-of-pocket cost

(30)days after the end of eadh month of the term′  and
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ART工 CLF・ 立

ernl of this agroeinent sha■ ■ ●ommence

on Scptenber l, I 9 and shal■  expire on January 25, ■976.

Septeniber 1 and ing on August 3■  is rcferred

' た。 aS a :lyeal of thtt tbri`t ざnd tlle pきriod frOm
;'I

September l, 1975 ttrlougtr January 2a, :.976, is referred

。「  the term.:.  Provided′
´
   to as the mfina■ . Provided, however,

iotwithstanding tヽ

‐  PrOV■ SiOns of this eement other than those I)-rtaining
tlcs masters shal] contiiue into the .delivery. ol

so long ,s Apple continuos t。

′

ヽ

。

■.  Tlle

be the ■ioenseと of EM工 lon subs,antia■ i, the same !erms

as those contained in Licensing Contract.

21  No Casuallor inadvortent iailuro to com3■ y

With a provision of thil agreement shal1 9ュ ve rise t。

a cause of action undcr lis Agreement un■ ess the aggrievcd

plrty Shalr give notice the other thereof and such

failure thereafter per

3. Any notices, dcmands, or the lixe u-hich

are required to be given under. this Agreement or which

el.ther party may desire to give to the othe.'r, shalL be
・given in wFiting and may be served uPOn the Party by

registered airmal■ ′ PoStage prepaia` or by telegram

prきpa.d′  aどdressod as f。■■。ws:

3ゝ

(

‐
(
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putcha.e" .n.l 33lq€ Apple's recorrls macle pursuant to
the provisions of rO趣   Apple shal■ be

entltl'cd. by neans

accountant, to tnake

boOks and recOrds at

books and records lelat

seven days notice in wr

norlna■ business hours and

sha■■ maintain at its Exccutive

Californ■ar true and accurate

to the manufacturing, to

an independent ceitified pub■ ic

eXaminatiOn and andit of sa■d

of its desire to do sO.

sha■■ be cOnductrd during

3uCh manner as not

L・

OPerationsri APPle shall te、 deellled t9 have cOn:・ ntod_ 。
I

all.Btatements and accountinls rendered hereunder and
・the sime :hal.be bil」 ing up:、 APPle and nLt sub3ect to
Objection by it for lny erhatever unless specific
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the :嗜 anuracti_5 of records, rerrolucュ n。

, tl:e recc'r<1i1."s: fef to in Scl:crlulc Cleusc 1 (l'ereinafter

, ca11cd irtire recorr'! ")

disc reccr,l, ta.pe r.:ccrd o::

v3,nce or riovice (r.ot being. a

arJr Otler

n.r.trix)

・ウ

,ngs

mes;rs fre Trlited St:,tes oi r.l:te?iea,

|(a)"Sdiedule"

and s、■ci, sha■ 1 ■0

!.lcorporntecl lter:ein

2-… antC tO the LICWiE the sole ttd excl■ SiVo right

lto menufacttl■ e, ad、ⅢDitis。 , distribllte `litr sell in the Territory

iunrlor etlch tTadeniタ
バi as tlie IIICEISEE ..會 y select recoTds leriVOd

ifrOn ell tlle rocOrdinis 

…

 the tt 
「
EEE enters into

la l■ luFacturing ani Djstrbution Jcreenent with C■ ,■TCL _pL00RDS

理里 Of 1750 1子 Orth Vine Street,H。 11脚。。1,C‐‐■iforda,0∝ 8

1incl,ding anJ of its Thited 3tetes subsidiaries (hereinaFter

icollectivel■ ■,rerred ito ,' ''CIPItrOL'1)in thO fo..l attachea

:hereto

pt ovisioils set out in tire,

dloeretl to

clauses

be

irecori.s or tlle alecOrdi

froe of cO,t

the L131酬

to the… sa・lp・ e

be■ring all shipping

:=I ttRII■電ir● 1191

tlinr: hundl'eil a:l'l

i,irgle,:i. (!re

i lPFi■ ■10(■ ,sI:IC
I            

´ ●

:In● ., 1700 Er。 ,d t71

L      FOR tho iぅ "う
ヽrOSe 。

:intenlcd for use

(l) ttRccorl." ne::ne

iscund tea:'j-nJ contl

‐roprc(1■cinご the rec

l(C).:The Te=itoI

FIexj co ●114 Canada

.1-_,G_)j..!r.I!1,- eh11

型 里 (trヽFiT

″1 0f ~「T~「
~T~~~OIe tl、

。lts翻

興 二 T・3 0ntt]3PIci■ OCt= Rヽ

].:I.1. ●c,ゴ 3)of「 薔 OS,1■ 1♂ lescx,

Tc● 1´1●■ "E.1:。 1.R。 ")o「 籠 e irst rart

a■,おゴ・co専に
'tiOn,c/on■・・ Industries

', liev Yerrli, :1.i. L0Clq), 8.5.,i. (hemio,rftei:

c●1led "the コ=)of the seco咀 part___

es foll-ors: -
th:': -,precict::: t: -

(3)!1'tri、 "n。 recJ::deC trpe, cllsc, r'nstcl, no{;her o::

sounrl ::e..-ri.:r3; cgt'rtri1':rnce .or deviceiStユpCr Or anv Oul

Fhal■:(b)E`11.ェ .R。 to tc supplieC io tle
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to ten:inetion a su.El eqnal to that

recei'..etl hact the srlid. l.ecords been

referred to in Cl■ use 2 hereor

(11)a breach by tte LI∝iSコ
^●

plovisions conteiued in

Clause 2 1■ ereOf 口,■ch

ro●edied ■dthin thirty

be■n3辞 V℃n to E。 1:.工 。R.

ctuse to be rrt■d to LI(りEIBEE a

(b)In the event of E.I。 1.R.

procuring the ter■ ■netion oェ

ilecolds bee:l sold under the

1 2 hereof

.′′ .

rer.edy such breach

fn the event of f,.!l.f.R. ting ihis -igreenent unrler

this stb―Paragraph then in res3Deq卜  。f reCOrds ,61d in the

territo4, subseluent tc the cle.te f,t tnrninrtion E.I.f.R. elull

eqo,■  to that ,hich LICIISE■

sou1d have received he.d the saidfreco s 'i;een scld unrler the

Asreenent referred to in Cle,use* hereof

‥
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:E.II.■ .Ro ii rospect of recOras

i to the date of s,ch te....natio可 さha・l pe3, to 

…
 e Slin

l e■ual to that ,hich 

…

hive received had thё  said

:.tilg t\is Agreenent or

i'{reencnt for e.qr other c.,idse

d in the territor; srlbsequent

t roferred to ■n C■ au● e

(") 0n the expira-tion o! the ter,'r of ti..is -{greenent the

, Um.lt5fij sliall coniirue to h:rve the sclc znC exciusi\€ right

:to use jo: the u,\ufucture of records tlre r:Etrices su:)plleil

hergunder togethe: rri.th ::'}1 tleliva.tive coriee the=eof g tcqr.ffQ

IE=二 1叫 ,9]。1:'C■ e■"ecrent reお
rred to in Clause 2

!lereof ,:hf:f cc:ltinue tli:rol ssbntantial,ly -+'he sane tert,s anil

p:e":-:tnf ilsc thrt if for i,ny reason f,.I.l.I.R. stel1 terirCaate

: tl,e ri.+:s :r::rted u:r{e:'' thl: su}'-cleuse (c) ei',her sith or

― tincut c,u「 e or if tlF relつ tio■ hヽi, of =ク■●■■●ttr.・r ati

1 listril.ut●で oヽtreen I,ICll「■■ an■ OFFitしl i■●■1 oヽ terュinatel

E.11:■ .R。  ,■ 11 9:oTa,ftor rl=・  11 rer,■ ect of records so■ d
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10。 ___二 郡 LECT to切■,se 9 tlle rluration or this i3recnent sll■ ■1

■e ror the period frc■  1卜t s,pte.her ■,`, unti■ tllo 26th

J:.rttnr;' 1975

heteirrbefcre a:\:eer,r.ing or

l]-.-----jlL ro*"jr+.'sr writs, 1e.r1\!:.ocesn or onJr o+hcr docruTl,.:ll;s serveC.

, und.er o" in res;ect of Agreenent Bh..l-]. be addres::ecl to

: a..dilre ss of i:hat pa.rq' ' '

gr:.c'h otter atldt.ss fcr sbtvice

12.      TTo ェOdificatiOn anen,1■ ent or

, provisions thereof siia1l be

..t,ICI:lqi unlcss confirned t5r-

an oi.ficer of iite con;any to

. prOv■ siOn or or rieralit unti● r

IE・
11・ roR.ls and/or ne

I SuCh prOvュ sIOn or tO exercise

event of ar.g other de iault :.rhe

Agreeneni et'rJ1 be constnreil and

' th" luos of E:rg1enr. and. the P;igh

sl,all be the Court Of 」urisaiction

1. The Recottings

All recor,Jings ne-ile $ r{he Bea
severall"r. ihrring the oeriod of
records pleviously nailc by the I
b; arC are ava.j.lable to E.H.f.R.

isittd,■ でし" `付
on tehif of TA」 Cuて ,HαE
CCIPIIご LIII[I]D in the
presence of=―

tO,■■翼 Lt‐/

ver o-i tliis .freer-rant ol any

u;ron !i.li.i.?. e-n./or tle

"‐ lither Jointly or
s ;gleenent e:ld all
tles thieh are orned
Or the te“ itow。
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Centlemen3

tn addltion to
been ProPerIY
of tnterest !s

″ 符

:without Prej udice to any
which we maY have bY reaeon

Apple CorP.. l'td.

Thls sum has been
clairns, rights and
of voirr failure to ProPer
due ln connection vrith sa

oerformances of, the Beat1d
i96e tn"oogh and lncludlng

deposl
remed

other baeLe
ind remit,

the onis

remltted, denand is
re have Prevtoua lY

June 30. 1970, 38 provldedl for

uncter the SePternber 1, 196 Agreement.

A r€vlev, of our
that the amount
prejudice to any

3ale` f for this Perlodt indicates
remitted is

groperlY account
underPayments are

t would aPPear that such

the result
for a■■ unit8
united State8:

. Mexican and

record c lub sales; and
of AnPatr wltlr reaPect

(c) sa to the licensing
to ree reel rndl 4-track taPeE '

the intere8t due On

.ccoont and remit all monieg
-"i-pfro"ogtaph recorde ernbodylng

from andt ifter SePtember I'

roaelY understated. without
opotr irtf"ft You have failed to

lム盤:°:3∵露
°
‖
t盤

all monies uhich have not
also nadte for the PaYEent
aggeed on thoa€ nonles
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Ｖ
“
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which have been remitted.
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september
eth
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RECISTERED m■ L
ダιIマ
し 鳳 TURN RE∝ 工PT ttQ

App le Rec.ords ' Inc.
.c,/o &BKCO EnterPrises ,

な

We
recoipt

1:30Y:IEld高 :こ York .00■9

Cent■elnen:

ヽ

August 28′  1970 acknowledging
valent of S4′ 487′ 728.05。

paragraph in your letter′
records for Apple Records, Inc.
1ls these records to capLtol

capLtot Records ' Inc.).
to its eustomerE. Under the
cle III of the agreeraent of
due froro Capltol to Appls

to1 to lts customers. CaPitol
records solC bY caPltol to

an and !{exlcan sales etlll
CorpE Ltd. Into APP■e

■970.

have your letter o
of the sterllng

I{ith reference to the
Capltol Records, Inc. Press
Apple Records, Inc. in turn
Records Distrlbutlng corP.

:1::1:l。 1轡
e:f :llti:le.5e::

Septenber 9' 1969 no Palment
untj.l records are solcl bY Ca
has accoutrtecl to APPIe f,cr
lts customerg.

Lonilon on or before sePtenber

The rl.ght of CaPltol's l1
socl.ety r to dlstribute recorils

Palzrent ln sterllng for C
'be nade by lhe GranoPhone conq)

, Longlnes Syrnphonette

ugh the record club Я:尊::db:[l° Iet:k選量号
昌島差蚤
=毛
I色

ce of a fitral agreenent こま
j:誌
jヒ:「:計fritt18Ie ttrose records are

ｎ

ｓ

Ｏ
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Apple Records r Inc. ―・2- september 8′ ■970

6et forth in the ifanuary,
capltol will account for s
19'6? agreenrent untl'l such
rate is agreed uPon. These
runpex royitties will also be

? agreement. Accordlnglla -
saies in accordance with th6
as a nelt record club roYaltY
altles together vi th the
l-d on or before September 12'

to pay Lntereet on any of theI knos of
money paid or

no agreomont
to be paid.

truly yours t

rfoL RECORDS, INc.
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Gentlemen:

This will acknowledge
1970, the contents of

('t 
Apple

September L6, 1970

EXHIBIT H
1of 2 pages

ipc of your letter of
have duly noted.

{
Septenber 4,

ch we

that night exist, we do not dLs-
sions of section 10 Article III

t, no pa1ment is due from
Capitol to Apple until rds are sold by Capltol to its

those sales (assumLng the correct-
ear that Capitol has understated

customers. Hohrever, aE to
ness thereof), it would a
moneys properly due ther prirnarily because of the use of
improper mechanical royalti in the ttHey Judett albun. .A

e particular accounting in-
forwarded to your accounting

detailed anal-ysis showLng
accuracies has previously b
department. It would also
to us all moneys ln connect

that. you have not remitted

mechanicals which were on Cap
with publisher reserves for

tolts books as of August 31,

?o clarify any confusion
agree t.hat under the pro
of the September 9, L969

1969, as wel-l as any other
have maintained to date.

tJith respect to the fourth par
should be noted that as of Sept
in the United States, -Canada an
ings (regardless of reLease date
Apple Records, Inc. (N.Y.) excl
then entered into a manufacturlng
with you as of Septenrber 1, 1969.
agreements wLth respect to club
your licensee, Iongines Symphonett
have been ter:minated as of Septenb
obviously Lntended by the language
IV of said agreement.

er reserves which you may

aph of your letter, Lt
er 1, 1969, all rights

Mexico, for Beatle record-
were llcensed by B{I to
vely, and this cornpany
and distribution agreement
Therefore, any existing
ts which you granted to
Society, Inc., should
1, 1969, and this was

f Paragraph 7 of Artlcle

t as called for in
are to be released or

Inc. or through any

unauthorized and
al 1 moneys due un-

In the absence of any record
sald Paragraph 7, no Beatle

club
r eco

sold by Iongines Slm.phonette Soclety,
ot her
moneys
dice to our posltion that such sales
sha1l be deemed advances against any

record club. Furthermore, pen such agreement, any
received by you and renitted to us are without preju-

der a new rbcord club royalty rate, in event such an
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Apple

CaPito■ Records, Inc`
September ■6, 1970
Page 2.

agre@ent Ls reached with longlne
In'thls regard, we should lLke yo
of your agreement with Iongines
as well as copies of the accorm

data. Indeed, we fall to und
sent to'us previously, sLnce

EXHIBIT H
2 0f 2 Pages
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e.
Symphonette Soci.ety, Inc. /to forward to us a copy t/
honette Society, Inc.
statements rendered to

you by that license for the September 1, L969 to
Ftatements relate todate, in so far as such account

saLes of Beatle records.

Ide have been advised by Apple p. Ltd. that you have re-
nitted to E?II on our behalf the
$519,601.36, which stm represen
'Canada, Mexico, Record Club and

sterling equivalett of
sales with respect to

Ampex. In the absence of
the relevant accounting stat ts which wlll provlde us wLth
the details supporting the co tness of the moneys remitted,
we reserve our right to object to same upon receipE of such

stand why such data era s not
e manner of paym.ent to EMI

was to satisfy the Bank of and was never intended to
waive any of our rights to s data。

With respect to the issue of lnterest on any of the moneys
paid or to be paid to this Company, we suggest that you con-
firm this understanding with those offi.cers of your company

made such an じ
`ι

t。

y yours,

eld, Secretary

HN:asn

Registered
R.R.R.
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Mre Fenry ●ewre■ dθ se
App■e Reoora● . In● .
■700 Broadwar
New Yorkθ ".Y。 ■00■9

Dear"r. 冒c口r●■d3

■.  ●n Augu口 t 21. 197●
In Par=1し

`

・ 工■ ●ddition to the
Ddrtc! vhlch bavg
dtted, denand bent ol tntercrt rr
rgrecdl qr tholc Do
rrnlttrd.'

2. ta hlr ratpo[ra Xr.
mnt8

EXHIBIT I
■ Of 2 pages

vlot r htter yhtah rcelb ..

tarort drrc qr all
bcen pr?perly rp-
nadc for tbe pay-
harrc arcvlour tyrlrlch havr bocn

t ledr th. .trt -

a rty of thc a6a!t
'l lnor of no tgrccrnt b pl1l lntcF.g

or to b. p.id.'

'ldtlr nrpcat to th. l.ruo of lltaerrt,qr lry o! thc tsnclr. pelt or to b. prla
to ttk Coapany, err .Bgg.rt ($.t tou ah-
lin thl. u&rrtodhE rltb thor o!fl-
Gcr! of tosr colPrDy rio rrllo aoob r!
lgraaD[t.'

'ilrruot llad uy ottlor la thtr Coprny rho rredrol!'bdcntrnillag rtth tpptr oorrlng bt r.rt. tt you
t .ntoDc ild, I !.q[.t Urrt totl .trt drtsh F! lcbrll ol fnpl.r trllo6 3o rhld Frtoo .t Cqt

3.  =● it● Septeiber ■6th ユetter. Appl●  3ar● 3

ヽ
ヽ

、

、

′
′

′
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) EXHIBIT I
2 of 2 pages

Hr. Eenril'lcauteld

21, l9?o

. =nc.. ●n what 48y. lthcn rcoouDt Gor Fo pler3Q
llian 3rld Yhr,cb lorllr thc bltlr

3lnco

your Dan .ald lnd vhat CRlrt
tor your contenttqr '

Onlesa ygu cerss belng coy rbout thC factr vc lrQ Devlr
golng to get anynhera ln rorolvlng theae dlltferonocr. Plaat.
@apGrltc,
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Apple Records, Ine.
1700 Broadway
New York, New York 10019

Attention: Mr. Joel Silver

Dear Joel :

I srus E saY I was greatlY sut
aonc"na oi the schedules of
on Beatle and non-Beatle Pr uc
Bhaslcar several weeks ago ].n

I say itsurPrisbdrt since CaP!

EXHIBIT 」
■ 。1 2 pages

September 23, ■97}

to see much of the

L・hicialllelpilnl::m[:
York。

o1 anri APPIe have been
duct agreement S■nC e

eenent S■ nce ■0‐ 1‐ 69
st tine ApPle has Pre‐

scussed a few of the matters
had glven You the answers'

. I thought I would write You
n on some irems and to ask
let s position on olhers'

resard to Beatle Product
iteis listed, although I
for convenience into

ｔ

ｔ

operating unCer
9‐■‐69, and the
(2 years:)and

the Beatle P
non-Beatle a
this is the f

senled such a sChedule to ito■ .

・・

(

You and I have, of course'
on the Phone and I thought
On other aaEters, I am not te certain just r,rha t is

ｆ

Ｉ

ゝ
'・
::nlllユ

t:::こ
13■
,:h:::ilI

you for clarification of AP

Letrs discuss the schedules

|・   0

first. The fol-lowing are
have changed the listing
dollar imPor:ance..

can Sales,
Canadian Sales, 3/31
Adveruising (Beacle
Ampex Tape, 6/30170

Sub-To,ca1
John Lenao:r/?1as;i.c

Tocal.

s  715,961.77

089.19

61,■ 03。 14
24,050.58ade Ads)

o Band CreCit

助
↓
０
０
　
↓ )

lnterest (7/31



3. .Itern rTn, rnteiest (7l3Ll7o) - $189,089.19

Apple scales thal Mr. Klein and Mr. Iannuccl agreed
veibally ihat CaPitol would pay inter'esc on the money
that Capitol was holding until APPIe couid gel the
.necessary approvals from governmental authorltLes in
England to make Paytrent. in Ehe nanne! in whieh Apple
desired.

Page 5 of1 34

EXHIBIT 」
:2 of 2 Pages

i

$#Snirr. staces that M!' Kleln and Mr' Iannuccl. agreed verbally to the Pgy-

Eent of lnterest o" itt" iu"a" wltbheld froo APDIe utrlle necessary

approvals were being oitainea frot governrnentai authoritles ln England to

Eake pavlent r" tnt Ji"li"ii "tti"tt-eppr" 
desired' The reason wtrv

Mr. Iannucci '"" .rtriirii'io;"-;hia "'." to g"t the rrtlev Jude'r albun,

r. Ulil;i':::.::".H1'#: ilino""r "tv" h: Y9: ::^?::l :fi"iff::"::u.:n"'It ls not reasot'aore'*for;;;i;-;"-;;"tnd. that caDitol pav lnterest on

ooneys the pay'enr "r'iifi'r""-i.iu'l_*:::":^;:"*t::*::iluEe 
to

Thls question came uP before. Mr. Iannuccl' rtas asked
lf he had in fact srade such a verbal agreerneni ttith
!lr. Klein and !ir. Iannucci says he nade no auch agreement'

As staEed above, you will recall the payments were
held up a! Applcrs reques!, in ordcr tha! Apple coul.d
get lhe necessary approvals fron tbe Bank of England to
have payn:eni nade to Apple in the U.S. If CapitoL had
not honorcd Applers reques!, pa)ment would have been
$ade to EIU in England. &tren the approval firsl sought
uas not obtained, Apple changed i.ts tack and asked Bank of
England for a differenr app;oval. It was not untLl
AugqsE, 1970 lha! Apple rcceived Bank of England approval
rrhich was a condition precedcnt to the effectiveness of
the Septcnber 1, 1969 agreenen!.

Ii ls nol reasonable to delEand thaE CaPLcol Pay
t.nlercst on moneys lhe Pa).nenr of which was held up
because of Applers failure to oblain Bank of England
pe`“ 1■ ssェon fOr Capitol to 詢直ke plymOnt.

APPLE'S PosITloN: (Taken froE a series of
Letween Apple & CaPiaol persoanel during

conversations
Decenber 1969

and. January f970) by Allen Klein. 
-

Apple dccords, Inc. had received no funds on sales of
records fton- Sepcerbeu 6f fgOg through Decenbe! of 1969. capitol
rras mosl anxicui to release an albu,il enEitled "Hey Jude", which
rras an Apple record. I, on behalf of APP1e, indicared ue would
not be wiiling to tucr over this product unless we received Pa)rnent-
o"-o"t p.ir 

"!rn". 
E!:1 (Len wood) inforned !ir. Iannucci' and rayself

that a pay enl to ApPle by CaDttol on thcse-sales Prlor to Bank 
-

.i-i"!rl"i approval' ieing' recc ived. on-all of the contracts t^'ou1d '
i" tnlit opini'on, ?ur llli ln brieach of the Bank of EnglAnd p::o-

*ri"ion". i:r. tannlcci volunteered !o Prace che noney Ln an escrow

a""o".i f.t Apnle and Apple wouid receive i'nleres! thcreon' FlI
ii.in inatcatli t.,y po1-Lt t $hciher Ln an escrolt account or olher'
rise, would present i.'ii vfth sane-"Benk of England ploblen'
lrr. 

- i"".t"""i' then indicated after auch piodding thal he nould
be wifling to Pay lnteresl to ApPle on tlle $oney ac a rate of
tt ;;;il ir,. toni"" which were iue would be rsaltted' rn speaking
i" i.i-w."a during che early PalE of 19?O about this Particular
rattut,' I i.ndical;d our positlon. HF $as aware of lt, so was

ui. r.i.,""":. and so was ilr. sllver who llstened Ln and spoke
io'!tt. I.tt.,,r"ci $hen I was on the Phone with hlrn ln Call'folnia'
One of the esono;ric reasons uhic:r'' in ay Judganent, lnfluenceC
lli. i.""".":. to offer ahe interest on thb uapai'd noney rlas the

. J""c atttt an excess of 2 rrillion "Hey Jude't dlscs had been

.ainf:,"t"tea and no Jackets had been nanufactured because APPIe

. 
"itf,.fa 

Ehe albun deiign, and therefole the cost of scraPPing

Hl:11整証
r:ダ
凛:11話 こヽ孫1こ:lon fOr"rli。 lt。 "ke payr4ent.



し ″ ′  `‐

(

t

a1l of these recordls

punched in it - wants P

how can CaPitol give aw

submarine he saYs we 9a

is for ha linq secondarY K
EXHIBIT K

sfied With pr00f of scrapping.

45,000 albuns - On Ye■ ■OW

away ■00′ 000 a■bullS.

v, Idl

narket

like sorne

sa1es.

b。 K■ein again not S

2. ftenE-KleinrscomPl nt is that there is insufficient

documentation to this and not satisfied that

promotional. Klein wants a

certificate that every tional record has a hole

er to say so. Klein saYs

b. Klein says it c that our branches have

theytre lumpedl in asrecords missiag an

promotional.

C. Klein says just sh

avray. caPitol says

to railio stations vt

"oh, Capitol is Pai

says itrs in Klein doesnrt Press.

Item 3 - Klein says silie! was Present when Iannucci

proroiseil to PaY interest.

Seiiler says ttlere was dj'scussion in Englanil to

effect that because of monthly withhold for ltlaclen

moneys Capitol agrees to Pay interest on tbe unpaiti

money. Chaum says he remedbers such a discussion

but not in fnglandt anil that apparently no agreenent

was reaclreil . -10-

ｅ

　
　
０

ｂ

　
　

ｓ

App le hthat CaPitol gives

some are subscriPtion service

ich are paid. K1ein says

anit App Ie is not?" Burdick

3.

b.
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App■e

(A Nev York

REGIST」即 POST

Cap■to■ Recoras, Lc。 ,
P.0.Boxあ91っ
Eo■■ywooこ ,
Ca■ifomia, 90028,
V.S.ム。

▲ttention the Secreta=v

Dear Si,s,

You wi1l. be aware the,t a!
antl recortLs bas been nad.e pursuaat to

」anuaw 1976.

tioa andl audlit of Capltolrs books

EXHIBIT L
l of 2 Pages
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, Ino.

:::雲:]19霊∫雛罵r懇:北
C簿
轟織: [還.:ち :電轟:11鑑。躍:鷺:,Corporation ( "Dis tributor" )

legard ing 3eat1e reg63lings by lfessrs. & Featoa, certifieii pub15.c
30C01'ntOnts, ■ねo have now comp■etea their

▲●opy of their neport dateこ  う1
thts ■etter.

You vi11 Dote that there are a
Dtessls. Pra€er & Seatoare report as appa,rent
.Agreeneat anil ve therefore gr?e you lotice
riolatioas of the .Agreeneat lefe:=ed to ia

OctOber 1975 iS enc■ osed with

of oatters refe:red to fu
or,■。■atioη Q of the

this letier of tbe breaches or
report and eequest you to

篤 巡 ≧
Crtts盤

露聟 TrTttmttbyreasonご
搬

We a■80 hereby noti17 you fOr the pOOges of ArLic■ e V。う。 that '11

墓
「
灘壼鸞撻:鷺麗欝堪難考え,

leoealy all such bleaches rritbla fourteea daye the date of this ■etter.

We afEo aoti$ you tbat for tbe of .Article Y.4. re object

UoStム。

llbe report of Messre. Pra€BI & Seaton lrcfers to a annbe! of erpla,oatioas
riLich rere leguested, by Messrs. ?ra6er & Seatoa cp our bebalf ared, beve atill rrot
beea sugplied. lfe bereby f,ona11y tequest tbese
of fourteen ilays.

arithrn tbe saidl periori

llbe very coDsidelabl.e sua of IIS$ Jr2$6rr12.18 ie ehorn to be ihre to
the roderslgneil eail re bereby for--]ry teqrle8t ltayDeBt of this arornt 3.medliately
riblle reeerwJ.ag or:r rlghts J.u respect of arlJr fi:rtbe! auEE aubBe'qireDt1y abom to.
bs ,h'a aa6 laterest thereoa.

Iou rlLL slpreciete tbat ![ese!s. & Featoar s eudit report ie
!-a respect of tbe perioil gsein8 Jlet Deceabet 1

clear that our rigbts !.a respect of the perioils
teEered..

。 We L・●u■a nite t。 コ愛碑 it
a.re e-p:ressly
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others, lt wlll psy to Apple an amount

price for all sales by such I icensees.

tha, Apple agreed to a rate of 13-3/■ %。

Anpex. H6{ever, Capitol coutd furnish

Schedule 12 therefore sets forth additi

17.5% of the retai I price, and totals gl

○ EXHIBIT L
2 of 2 pages

l t。 17・ 5% 。f 10o% of the retall l:st

previously discussed, CaPitol contended

the retail list price for sa:es made by

documentation for such an acceptance.

l royalties due, to adjust the rate to

198.67・

Capito: Indicated that in January

Capitol failed to account for this recor

that month, which vras the initial mcnth

1972 ● special acco● nting was rendered

ln the case of selection nur,ler 1842 ln .aftount of $21 1260.21, for sales made

during December′  1971・   This spocial a nting was necessltated by the fact that

ln its norn:a I monthly accountings for

release. tncluded in this acsounting

pitol contends was requested by Johnwas a charge for a special vinyl, which

Lennon. Your representative advised us

charge. Tfterefore, an adj.ustnnent is due

t there is no basis for neking this

n the amount oF s2;432。
98。

ln the event that Apple did not rece ve the special accounting, a further

adjustnent to thls report ln the amount S27,260.21 would be warranted.

rC_

I nteres t,
herein has not

lf any, due on the

been de termi ned.

I nteres!

delayed pa yrlen ts or underpaγments disclosed

lncluCed in Capltolrs nonthly a ings were various adJustments vrhlch

represented .either correctlcns for errors

specifical ly covered by the Agreement (See

ments are discussed :n seParate sect:● .ns of

special accountlngs for areas not

:b:|“ョ3)。 sOme oF these a● us t‐

:s report(:・ e.Buy‐se‖ Att ustment

・                                  ,、

一

― ‐‐
・
 ― ‐― ―― ― ――‐  ― ― ‐―‐ ― ―

―
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June
■5th
■976

RETURN RECEIPT REQUESTED

c/8・App■E°こ:E6s EEふ ited
29-30 St. 」alnes Street
London SW■  ■HB′  Eng■and

Attention:
Gentlemen :

Mr. NoS. AsPina■■

In reply to your letter of January' 1976 andl
the audit claim of Prager & Fenton dated October 31,
19?5 enclosed therewith ' set folth below are the resPonses
of capitol Records, Inc. to the Points raised in said audit.

Part or all of certain claims aPPear to be barreil
by the stalute of limitations. Accorclingly even where
Clpitol acknowleilges the correctness of a claim, it is not
always possible to determine the amount actually due.

1. Schedule 1 - Price Escalation:

The argrinent that aPPears to be maile by the'
auditors in the iirst fuII ParagraPh on Page 8 is that para-
graph 5 (a) requires Apple to deliver two new albutns each
leai and that since two aLbums were delivered in the Perioilg/t/Zt through 8/L/72 that CaPitoI could not elect to take
an additional non-Beatle Master in partial satisfaction of
the requirements of section 6.

The answer to this is simple. The album "Some-
tirne in New Yolk City" was not a nnon-Beatle Master'.
Section 5 of Article I defines Beatles Uasters as '. . .
those masters which feature the Perfornances of alI the
Beatles who are then performing as the Beatles or masters
which EMI has acceptetl for release as recordings of the
Beatles and to which Apple acquired manufacturing rights."

EMI accepteil and released " sometirne in Nen York
City" under the 1967 recordling agreement as a recording of
the Beatles and Apple acquired manufacturing rights to

″ご   ` ′
ExHIBIT M
■ Of 4 pages・
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Apple Records, fnc.
ilune 15, 1976
Page Trro

i',
EXHIBIT M
2 of 4 pages

(

(

that album. The album therefore was a Beatles lrlaster
without reference to the election letter.

The claim is not valid.
' 2. Schedule 2 - Adjustment for ',sometine In

In light of the responae to Scheilule I above, this
adjustloent is not in order.

3. Schedule 3 - Returns at Hiqher Rates:

It was the Lntention of the parties that payments
be made by.Capitol on net sales. Net sales is gross sales
less returns. The additionaL point shouldl be mide that there
is no way to tell, with respect to a given record returnedl,
when it sas sold. Lifo and Fifo methods are arbitrary in
addition to being inconsistent hrith palrment obligations
based on net sales.

4. Schedule 4 - Inventoqy Ail justment:

These records were not distributed. It was, as
clairned, an inventory adjustment. The back-up information
is available for your examination.

5. Sch'edule 5 - Excessive Promotional Distribution:
The claim that there is a lirnit of 5000 units per

album and 1000 units per single is nonsense. There is no
such provision in the contract and the provision is con-
trary to recoril industry practice and conEnon sense. The
number of plomotional records given by Capitol as a per-
centage of gross sales is, with respect to Apple (New york)
product, loner than the average Capitol has experienced with
.resPect to comparable Capitol label product.

6. Price Escalation on Excess Promotional

This clain is answered in itens I andl 5 of this
letter.

7. Schedule 6 - Canadian Price Adjustnent:

Sone of the shipnent docunents are available anil



G {i
EXHIBIT M
3 of 4 pages

This cl.ain is answered by iten 1 above.

1I. Schedule 9 - Price Adi ustment - Ampex Sales:

This clairn for 97,279.02 is at least in part, a vaLid

L2. Schedule 10 - Ampex Rate Adjustment:

(

C

Apple Records, Inc.
ilune 15, 1976
Page Three

thgy refute most of this claim. Capitol concludes the re-
mainder of thci claim is not valid.

8. Schedule 7 - Unreported Record Club Saless

The auditors claim i6 correct.
$9,479.49 is valid. at least in part.

The claim for

Under the 1962 recording agreement Capitol had
the riqht to distribute Beatles recorilings through record
clubs in the United States. Betneen 1965 when that contract
expireil and 'January of 1957 when the 1967 recording agreement
was signeil, Capitol made records recorded by the Beatles
between 1965 and 196? available to the Capitol Record CLub.
As of 1967, Capitol leas told that such recordings could not
be nade available through the Club without the consent of
the Beatles. Obviously, it was too late to do anything with
respect to recolds made available to the Club before Capitol
was aware of the restriction. The 195? recording agreernent
provided that in the event records nere made available to a
record club in the United States, royalties wouldl be paid on
5t of English wholesale and the Record Club was told this.
The Record Club continued to seJ.I copies of these records
until December 31, 1974 (with a sell-off perioil ending De-
cember 31, 1975). ABKCO, as representative of Apple agreeil
to accept royalties at 5t of English wholesale.

10. Price Escalation - Record Club Sales:

9.

claim.

Capitol and Apple did agree that Applers share
would be L3 3/41, nog 13 1/4$. The claim for $5.922.65
is valid, at least in part.

Schedule
Price:



Li

Apple Records, Inc.
June 15, 1976
Page Four

t_)

「

ExHIBIT M
4 0f 4 Pages

(

13.‐ Schedule ■■ ― unreported Ampex Sales3         .

Payments for the months of Apr■■ and May′  1972
were sent to EMI for Apple Records′  Inc. on NoVember ■6, ■972.
The c■aim is not va■ id.

■4.  Schedu■e ■2 - Ampex Rate AdjuStmentB

The ■7 ■/2t figure set forth in the contract Was
the arnount Ampex had agreed with Capito■  to pay for Beat■ e
product.  Mr. K■ e■n wished to get more and therefore wanted
the contract to show the who■ e ■7 1/2t payable to Apple。
Of the 24■ Ampex u■timate■y agreed to pay′  Mr. Klein and Mr.
chaum agreed in September of 1969 that it wo● ■d be sp■ it
■0 ■/4t to Capito■  and ■3 3/4t to Appleo  Mr. K■ ein has acknowニ
■edged that he did make this arrangement with capito■ .  This
c■ aim is not va■ id.

■5.  Incorrect Charge No. ■8428

Mr. Klein advised Capito■  in the fa■■ of ■971
that Mro LennOn desired his single No。  ■842 to be pressed
on green viny■ .  Capito■  advュ sed Mr. K■ e■n that this wou■d
be more expensェve than black v■ny■ and Mr. K■ e■n agreed
on beha■ f of App■e to absorb the differenceo  A document
was prepared to this effect but was never signed.

We assune, with respect to the remaining matters
mentioneil in the audit that no claim has,been nade. Therefore,
r,re do not respond to the items mentionedl r except to say that
Capitol had the right to scrap product under the 1969.con-
tract and Capitol did provide evidence of such dclapping to
App1e.
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EXHIBIT N

MAHONEY. COHEN & COMPANY
cERttF'tED PuBLtc AccouNTAN?e

437 MA01SON AVENuE
N"YORК .Ntt YORK,● 022
TELEPHONEI Mυ RRAY H:LL●・●aaa

February 7, ■975

capitol Records, Inc.
1750 North vine Street
Holllruood, California 90028

Dear Vaughn:

Since Aprit 1973, it has been my understanding that
capitol- Records has been holding in escrow, monies due to
either Apple Re@rils (calif) or APple Records (N- Y.).

The escror"ing of these monies, as you know, is as a
result of litigation in which the respective App1e Companies
are presently engaged, in the United States. Recently' it has
been determined by Capitol Records that funds previously trans-
mitted on a monthly basis to E. M. I. wittr respect to Beat1e
Recordings, should no longer be transmitted as a result of an in-
terpretation of an attachment order. lfhrough NovelTiber 1974, approxi-
rnatlly 9I,8oo,ooo of such funds has been accumulated by Capitol
Records.

It would seen most aPpropriate for these funds, as well
as funds which previously hacl been withhe ld by capitol Records
since March 19?3, to bear interest at the Prjme lending rate, at
1ea st .

I would appreciate your thoughts on tJris subject as soon
as you have had a chance to discuss this with your office.

LWB8Sk
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February 25, L975

Mr. Lawrence Boger
Mahoney, Cohen & Company
437 Madison Avenue
New York, New York L0022

Dear Larry:

Re: Your Letter Februarv 7. L975

I am advised by our Law department chat the wordttescrowtt has a very precise meaning and that the
sums due to App1e California or Apple New York are
no! being held in ttescrow.tt

The moneys for Apple are held in Capitolrs general
account which earns the highest rate of interest
available for short term investments. This is be-
tween 6% and 6ril. These moneys cannot go in long
term investments because of the possibility thac
a court may order lhem paid to the Sheriff (or
released to Apple) on very short notice.

I have been advised that the Lnterest so accrued
will be credited to the account of whatever party
is ultimately determined to be entitled to the
princ ipal .

I hope lhis answers your questions.

Sincerely,
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EXHIBIT P
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28 Lincoln's inn Fie!ds,

London,WC2A 3HH
Telephonei On・ 405 7878
Teiex: 27623
Cables:Freres London W C 2
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Your Ref Our Rettu

Dea.r Sirs,

lJe act foi Apple Co4)s Ltrnilsal antt Apple Records Inc. and are
instnrctetl to rrite to you in cormection with the Agreenent dateal
1st Septernber 1!5! betweeo your conpar$r, Capitol Reiord.s Distributjag
Corp. anci Apple Records, I:rc. of llew york relatjng to e:qrloitation
of 3eat1e recoraliJrgs.

We also write .il coruaection with the Agreement ilatett 1st October
1969 between your conpalJr, Capitol Recolds Di"tribut:ng Corp. and
Apple Recortls rnc. of california relating to exploitatioa ol non-Beatle
recorrlings.

Considerabl-e gums of rnoney are and have been held by your conpa4y
on behalf of our client conpaniea pursuant to the eaici .Agrlenents andin particu,Lar ne understanal that you a^re hoklilg eume of approxiinetely
U.S.$589,r56 owi.ug to our clieat toupaay rmtter Ihe latter ifueenent. '

We vrlte to requeet confi:mation that aII such sums have been
heLd at all ti-mes i:e j.ntereet bearjng accounts for the benefit of ourclient coEpanies.

Please confiru that your understallaiing of the a:=angenent is the
aane as ours anrl 1et us have..full cletails of the amounts held as at
totlay t s d.ate together wlth thL rate or ratee at whlch iaterest has been
accnring for our cLients.

Ioure fai thfr.rl ly,

た 伽墜 ′`

Capitol Record● , Inc。 ,
■750 NOrth Vine Street
ヨb■lywooこ
Ca■ifomia 90028
UoS.A.
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OctOber
27th
■976

Frere Cholmeley & Co.
28 Lincolni s Inn Fields
London WC2A 3HH, England

Your Reference: U

Gentlemen:

EXHTBIT O1of 2 pages

We have your letter Of october 13′
 ■976.

18E Wi占1:'IlifF。 :::::t:b営 :IilttrEa:1歯
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October 27, r.97 6
Page Two

Finally' Capitol is holding an afiount suffi-
cient !o cover the AFM Trust and Special Payments Fund re-
quirements. This, too, could be paid at Apple's direction.
Failure to give such direction does not in our view entitle
Apple to interest.

A11 surns in excess of the total €rmount due the
Sheriff under the ABKCO attachment against Apple corp
Limited property have been paid to EMI for oN.rard transmis-
sion as required.

The interest Capitol has earned is small enough
recompense for the cost and administrative inconvenience
of capitol's role as an innocent victim of Apple's J,itiga-
tion with ABKco. Capitol's involvement in the attachment
proceeding has been substantial , none of it for Capitol's
benefit, but only to protect as far as possible the rights
of Apple.

Very truly yours .


