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」OINT VENTURE AGREEIENT

AGREEMENT dated 」anuary 4′  ■989′ among cAPITOL

RECORDS′  INC.′  a De■aware corporation ("Capito■ ':)and MART工N N.

BANDIER (11Bandier:|)and CHARLES A. KOPPEIMAN ("Koppelmanl:)

(Bandier and Koppe■man are collective■ y referred to hereinafter

as !:BKl')and a corporation to be formed by BK′  tentative■ y to

be named SBK ENTERTAINMENT WORLD 工I INC。  (''SBК  エエ:。 )。

wItNEsgEsg:
I

llllEREAS BN and THORN EUI North Anerica f nc. ( 'rE!,lf 
n ) ,

an affillate of Capitol, are simultaneouely enterlng into the

Stock Purcha8e AgreeDent dated January 4, 1989 arong EUI and

all of the Shareholdera o! SBK Entertalnuent vforld, Inc.
(ISBK ) (the lstock Purcha8e Agreenentf,), and are deslrous of
fornlng a Jolnt venture between Capltol and sBK II to carry
on a record nusic productlon and artlst nanagement business

under tha naDe SBK Recorda and to exploit lts assets on a

worldwlde baeis.

NOW, THEREFORE, the partles hereto hereby agree as

follows:

1. It iE a condltlon precedent to this agreenent

ttrat the Stock Rrrchag€ Agreenent be fully executed. Unless



and untl.l the stock Purchaae Agreement is fu11y executed,

this agreenent sha1l have no force and effect.

2. The partles lrereto agree tbat, upon the

closing under the stock Purchaae Agreerent, a Joint venture

(the tuoint venturerr ) located in New York Clty shall be

forned betrreen Capitol and SBK fI to carry on a record

productLon and artiEt manageuent buslnese on a worldwl'de

basis. The business of the Jolnt venture shall lnclude the

acquisitlon and developnent of recorded rousic repertoire,

song copyrights and the worl.dnide exploltation thereof (to
I

the ext'ent practicable). sBK rI and capltoL will be equal

partnera, each with a flfty Percent lnterest ln equity,

profits and lossee. Notttithstandlng the foregolng, lf EMI or

any affillate of EMI, aa a result of the net operatlng loss

carryforrrard of sBK aE of Decenber 31, 1988 beinE leaa than

$1I nlllion, incure an actual tax llab1Ilty for a period

beglnnlng after DeceDber 31, 1988 that lt would not have

incurred had such net operatl.ng loes carryfonrard been no

lese than $11 nillIon then fro! and after the date Buch tax

llablltty le incurred, Ioo Percent of the profits of the

Joint Venture ahall be dlstrlbuted to caPltol uP to the

leaser of (x) $1 uilllon and (y) the amount of auch tax

liabillty.
3. sBK II shall be the nanaglng partner of the

Jolnt venture and Ehall furnlsh the Eerrrlces of BK to manage
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the day-to-day operatlonE of the Jolnt venture ' including the

choice of, artlsts wlth whon the Jolnt venture enters into

agreenents (subJect to the provlsions set forth belor') '

Capltol w111 revlew 'and have approval of: annuaf budgets and

forvard p1an6, any borrowlng proposed to be undertaken by the

Joint venture; all contracta lnvolving a total cournituent in

excesa of $l,ooo,ooot all personnet ( lncluding BK) at an

annual sa1ary (including bonus and/or expenses) 1n excess of

$2oo,ooot and all personnel vho nay be rewarded by way of a

bonus or severance upon the ternination of the Jolnt venture

(as set forth in Paraqraph U belon) and the tetae of any and

all contracts relatlng to ttre foregolnq. In additlon,

Capitol rr111 recelve, and nay coulent upon, the Jolnt Venturers

nonthly etatenent of proflt and losE balance sheet and cash

flow, and the Jolnt venturera three nonth fonrard forecasts

of the saDe. The Jolnt Venture w1ll be audlted annually by

an auditing flrn to be agreed betneen SBK II and Capltol .

The parties hereby acknowledge that they agree in

prlnciple to an operating Etructure outl l'ned ln the flve-year

operatlng plan attached hereto as Exhlbit A, but tbls ehal'l

be at aII tlnee eulrJ ect to ttre overall reetrictl'ons upon

borrowlng and deflcita set forth in Paragraph 6 of thlE

agreeDent. BK wiII provide a detailed prellDinary budget for

the flr6t yearrs operations for revlen by capltol by February I'

1989. Both partles w111 use thelr best efforts to agree upon

the Eald budget of the Jolnt Venture by l'larch 1' 1989.



4. Upon the closlng under the Stock Purchase

Agreenent and the slmultaneous fornatlon of the Jolnt ven-

ture, Capitol n111 contrlbute $5,000,000 to the Jolnt venture

aE equlty, and wl1l contrlbute a further $5,ooo,ooo upon

sBK IIis request as and when requlred by the Jolnt venturers

operatlons and subJ ect to the conditlonE hereln. Upon

forrnation of ttre Jolnt venture, sBK II wlll contribute to the

Jolnt venture, subJ ect to any restrlctions disclosed in or in
connection with the stock Purchase Agleeroent, (i) the right
to occupy approxinately 15,000 Equare feet of offlce space

(the [Offlce Spacerr) tn tfre {2nd Floor at I29o Avenue of the

Anerlcae, Neu York, Neu York occupled by SBK, eubJect to the

terns of tbe lease (the rrl,easerr) dated Aprl1 24, 1987 betneen

SBK and 1290 As8ociates; (11) the flxtures, flttings and

other office equlpnent located in the Offlce space, excludlng

any leased equlpnent and the furnlture, artrrork and personal

belongings of BK located ln thelr respective offlces; (lli) the

artlat and producer record productlon contracts orrned by SBK

Record Productlon Inc. a6 of the date the Jolnt Venture is
forDedi and (1v) SBK IIte lnterest 1n the artlst nanagenent

contracts to uhlcb SBK ltanaget0ent Inc. ls a party aB of the

date the itol.nt Venture Ia forned, subJect to ArDa Andonts 25*

interest ln sBK ArtlstE lilanagement fnc. to be further clarl-
fied prlor to fornation of the Joint Venture t provlded

however that BK and SBK II 6hall retain their lnterest ln the



MGll l,ta6terE and the LeFrak copyrights as described below in

Paragraph 10. The partles agree that the contracts llsted in

part (i1i) of the foregolng Eentence 6hall be substantlally

those llsted on the scheduLe attached hereto as Exhlblt B,

subJect to the condltlong 6et forth hereln. The Jolnt

venture Ehall occupy the offlce Space pursuant to the tena

of a sublease or an occupancy agreement to be entered into by

the Joint venture. The Jol'nt venture sha1l pay its pro-rata

share of any charges under the Lease. In the event that the

occupatlon right llsted in this ParagraPh is not contributed

to the Joint venture, BK agree to flnd and cause sBK II to

contribute, at ttreir orrn or sBK IIre expense (excludlng

occupancy costs), equally sultable offlce Epace (lncluding

fixtures, flttlngs and other offlce equlpnent as descrlbed

above) and of substantlally eirnllar Btandard for occupation

by the Jolnt venture. BK rePresentE and uarranta that they

will not pernlt the transfer of any of the assets referred to

in this Paragraph betueen the date of thls agreeDent and the

fornatl.on of ttre Jolnt venture except ae contenplated and

pernitted under the Stock Purchase Agleeuent; provlded

however that BK have the rlght to ternlnate or cause the

terrnlnatlon of current artlEt and producer record Production

contracts and/ or managenent contracta they deen inappropriate

for the Joint venture. BK agree to use thelr best efforts so

that lf, as of the date of this agreeDent, any artlst(s)



and/or producer(s) under contract to sBK Record production 
'

Inc. and/or SBK titanagenent Inc. has not entered into, or

undertaken substantlal negotlatlons for, an exclusive record-

ing deal with any record label, such artlst(e) and/or pro-

ducer(E) wi1J. not, to the extent posslble, enter into any

such recordlng agreenent untll. the fornatlon of the Joint

venture, and will, to the extent possible and subJ ect to

their rlght to select artlsts for the Joint venture, aE of

the fornatlon of the Joint venture, enter into an exclusive

recordlng contract nith the record labeL to be fomed by the

Jolnt venture. Fron and after the executl.on of this agreenent,

BK will not perDit sBK Record Production fnc. sBK l{anagenent

fnc., nor any principala thereof, nor the Jolnt venture to

enter lnto any recordlng and,/or DanageDent agreeDentE rrltb

any artlst(s) and/or producer(a) wblch provide for a rrkey

nanl or sinilar c1au6e nanlng stephen suld (nswldrt), Bandl'er,

Koppelman, any other eDployee of sBK, or any other 1ndl-

vidual, wlthout the prlor wrltten approval of capltol.

5. Each of BK repreaenta and warrants that

neither swld nor any other lndlvidual, ffun or corporatlon

other than sBK If, except as Eet forth herein, shall, as of

the fornatlon of the Jolnt venture, hav€ any r19ht, tltle or

intereet ln or to any of the a6sets to be contrlbuted to the

Jolnt Venture by sBK II pursuant to Paragraph 4 above, or

pursuant to any other proviEion of thls agreenent, and agrees



that each of then, Jolntly and Eeverally, w111 lndennify and

hold harnless Capitol , the Jolnt venture and their respective

licensees, successors and assigns from any clalns nade by

swld or any other guch lndlvldual , flrn or corporatlon,

against Capltol, the Joint venture, lts licensees or assigns,

arlsing out of any breach by BK of their representationg set

forth trereln. BK shall also lndennlfy and hold harnless

Capitol , the Joint venture and their respectlve llcensees,

successors and assigns fron any clains nade by Swid in

connectlon with the usa of risft ln the nane, 1o9o and business
,

of SBK II, SBK Records or the Jolnt Venture.

BK and SBK II shall indernnify capitol and ltE

Afflllates agalnst, and hold harnlesE Capltol and lts Afflf-

iates fron, all llabi1ltles Ithether knoun, unknown, contlngent

or othelTlae, arlslng froD a breach or def,ault by SBK II or

any of its Afflllates under any of ttre record productlon or

uanagenent contract8 contributed to tlte Jolnt venture Pursu-

ant to Paragraph { above which breach or default occurred

prlor to the fotoatlon of the Jol'nt venture, includlng,

without llnltatlon, llabilltieE for all royaltlee, 5a1es, use

and Elnllar taxea, reaeonable attorneyra feea and court

costE. The tern Affltlates shall Dean, wlth respect to this

agreenent, any Person or entlty controlling, controlled by or

und.er connon control witlr Euch entlty. Thls lndennlty shal'I



contlnue ln fulI force and effect throughout the oPeratlon of

the Jolnt venture and thereafter.
subj ect to the foregoing Paragraph, upon the

fornatlon of ttre itoint venture, the Joint venture EhalL

assuDe! (i) all obJ.lgatlone under productlon and,/or manage-

Dent contracte contributad by BK and,/or sBK IIt and (i1) all
obllgations that arlse aa a result of the Jolnt venturers

buslness operatlons; and shall lndennlfy BK from any personal

llablIlty wlth respect to 6uch obllgatlons' except lf such

I1abi1lty ls a resuLt of Bandler and,/or KoppelDanr s gross

negligence, rillful nisconduct or breach of the tens con-

talned hereln and,/or in the Stock Purchase Agreeuent. BK

represent and warrant that to their knowledge there are no

outstandl.ng, pendlng or threatened clalne arlsing fron a

breach or default under any of the contract8 referred to in

subsectlon (1) of the foregolng sentence.

6. zurther fundlng for the ilolnt Venture, subject

to tbe approval rlghta of Capitol under thls agreeuent, w111

ba uade avallable aE requeated by BK and as requlred, uP to a

total of Slo,ooo,000, by each of capltol. and BK or sBK II on

a dollar-for-dollar baels of up to 95,000,000 each. Any

further fundlngr lf necessary and reguested by BK, w111 be by

way of borrorlnge by the Jolnt Venture, subject to the

approval rlghts of Capltol under thle agreenent, guaranteed

5o/5O by Capitol and BK up to a llnlt of a further $10,000,000.

The partlee hereto w111 not at any tine have any obllgatlon



to make funds avallable to the Jolnt venture or to perait the

Joint venture to borrol, fundg ln excess of the aggregate of

$3o,ooo,ooo provlded for 1n thlg Agreenent t provided however

that auch calculatlon of caah fundg shall not lnclude intern-

ally generated fund8. The partnerE agree that the Joint

venture w111 be operated Eo that ln no year u111 the annual

1ose, pre-interest and tax, exceed S5'000r000.

The partles hereto agree that, as a general princi-

pIe, any excesB caEtr of the Joint venture not required 1n the

ordinary course of busine8E and subJ ect to reasonable reserves,

will be dlEtrlbuted to the partners as aoon as practicable'

7. The Jolnt venture w111 exptolt itE recorded

uuslc repertolre ln the Unlted states by way of a Pressing,

Dlstrlbutlon and Sales (trPD&srt) agreement with Caplto]./E,!{T/ -

Angel ( rrCE!{Atr ) on terna equal to the best terns avallable

fron CEMA to any thlrd party t provided however, that the

Joint venture haa the right to enter lnto u.S. record club

deals on its own behal'f and into deals for eecondary explol-

tatlon on recordB of ltE repertoire 1n the u.s. (but not to

include nldtlne and budget exploltatlon whlch sbal1 fall

wlthln the PD&S agreenent) .

8. The Joint Venture w111 exploit lts recorded

nusic repertolre throughout the world, excludlng the unlted

statea, by way of a llcense agreenent wlth Capltol or any of

lts Afflllates. Such llcense agreenent Bhall be conslstent



Irlth the terna and conditlona aPpllcable to caPitolis own

repertolre, whlch lnclude, wlthout lluitatlon' tbe following:

(a) No advancesi

(b) A royalty of 21'6t on IOot of the net

sales, computed on the dealer prlce wlth no packaging al1ow-

ance (1.e. - the Et{I t'tuaic Groupre standard inter-conpany

royaltyof24l,le6alotforthelnternatlonalMarketlng
Departrnent, vhlch will operate on the Eane baslE for the

Joint venturer s artlEts lnternatlonally aE lt does for

capitolrs and lts AfflliateEr own artlsts);
(c) Reduced rate royaltles uill apply to

nldllne and budget exploltatlon, coneistent with the policies

of the EltI l'tus ic Group then ln ef f ect ;

(d) There Eha1l be no exPloitation of the

repertolre ln other than fu1I prlce witlrout the consent of

the Joint venture as repertoire ol'ner '
9. The Jolnt venture vlll' explolt lts song copy-

rightsPurauanttoaworldgldeadninistratlondealUitha
nusic publlshlng Afflllate of Capltol on tens to be further

dlscussedi provided however, that the terns of such deal uiIl

repreEent a falr uarket agreetn€nt for adninlstratlon of the

copyrlghts hereunder. If sBK II purchas€3 capitolra lnterest

intheJolntventur€purEuanttoParagraPhllofthleaqree.
ment ' auch ad:ninlEtrative deal Ehall telillnate 6 roonths

thereafter.



10. Eacb of Bandler and KopPelDan n111 be enployed

by, and w111 render servlces to, the Jolnt venture in a

managenent capaclty for a period of 5 yeare fron the date

upon wblch the Jolnt venture is forned. Thereafter, either

Bandl.er or Koppelnan nay voluntarily terninate his ernploynent

by the toint venture or tlre managenent of the Joint venture

upon giving 12 rnonths notlce, but lf one Eo terninates hls

enploynent, the other [ay not voluntarlly terninate his

eroploynent for a perlod of L2 Donthg thereafter. At all

tlnes that the Jolnt venture continues 1n effect, BK and

sBK II w111 conduct aII of their entertilnnent tndustry

activitles through the ilolnt venture, excluding (1) their

interest 1n nuslc publlshing lnterests ohtned or controlled

Jointly wlth nenbera of the LeFrak organizatlon Pursuant to

an Adulnlstratlon AgreeDent dated January 11, 1984, as

anended to date aDong saEuel J. LeFrak, lndlvldually and as

trustee, Richard s. L€Frak, Ethel l€Frak, lndividually and as

trustee, Francine LeFrak, Deniee Bandler, 212 t{u81c corp.,

nrn Clty Uuslc Co4t., 40 tfe3t ltuslc CorP. , Rrrple Record

Distrlbutlng corp. and The Kopplernan AdnlnlEtratlon co., Inc.

and related collectlon agreelent8 and other agreements

relatlng to the Nell Sedaka catalog, as aDended to date

(collectively referred to as the rrleFrak copyrlghtEtr) , whlch

have never been part of SBK, (11) prlor passlve lnterests in

record royaltles arlsing fron contracta entered lnto prior to



the fornation of SBK and whlch have never been part of SBK,

and (11i) their interest ln certain original aoundtrack

recordings of certain motlon plctures produced by lttcltt rrhlch

nere acqulred by SBLTB predecessor and are referred to as the
rrl{Gl,[ Irtasterstr i provlded, however, that the opportunity to
exploit auch rnastera on records shall be offered on a last
refusal basis to either the Joint Ventule or Capitol; provided,

further, bowever, that 1f BK or SBK II subnlt an entertainnent

industry proposal (l,n connectlon wlth a natter other than

recorded nusic, nusic publlshlng, artlsts Danageuent or :nusic
Ivldeo) to the Joint Venture, and Capitol doeB not wish the

Joint Venture to partlcipate in all or a part of such venture,

then BK or SBK If nay undertake suclt part of the venture as

is not placed withln the Joint Venture on thelr ovn behalf,

or 1n assoclatlon itith tblrd partles outEide the Jolnt
venture. A1l recorded nueic, nusic publlshlng, artlsts
Danagenent and nuslc video actlvltles In irhich BK have an

lnterest, subJect to the exclusion wlth reepect to ttte UGl,!

Uaatera, the L€Frak copyrlghts and paeaive lntereats 6et

forth ln the foregoing sentence, wlll be conducted thlough

the ,toint venture t provlded, however, lf BK or sBK II propose

that the ,foint Venture acqulre a nusic publlehing catalogue

and Capltol does not wlsh tlre ,tolnt venture to partlcipate in
suclr acquisitlon, tben BK Day nake such acqulsltlon on their
own behalf or In associatlon with thlrd partles, provlded



that such acquisltlon ie entered into on the sane or leas

favorable terms than those proposed to the Jolnt venture.

Notwitbstandlng any of the above, BK uiLl devote 6ubstan-

tially all thelr tlde to the Joint venture whlle they rernain

employeea and responsible for J.ts nanagenent. BK hereby

pernlt capitol. to carry lnsurance on their Llvee and agree to

subrnit to medical exanlnatlone rtith resPect to sucb fife
insurance pollcy. The fuIl cost of such insurance will be

borne by Capitol.

11. upon (i) 5 years froD tbe date on which the

Jolnt Venture ls f onled ' (11) the date on whlch the Joint

venture has violated the condltlons of thls agreenent,

including, but not lluited to, the lirnltatlons on borrowing

contalned ln Paragraph 6, or (i11) a date on whlch nelther of

Koppelnan nor Bandier ls phyeically able to fulf111 hls

nanagenent responslbll ltlee hereunder, Cap1tol shafl have an

optlon to buy out sBK IIIE 5ot lnterest in the Jolnt venture

controlled by BK. sBK II shal1 propose the prlce for its 50*

interest (the rroffer Prlcel) t lf capltol does not accept the

offer Prl.ce, then Capitol nay requlre sBK II to buy out

Capltolrs 50t lntereat at the offer Prlce. ff capltol does

not so requlre sBK II, then the Jolnt venture nlll contlnue

as set forth ln thle agreenent. Upon the date 6 yeara after
fornatlon of the Jolnt venture, elther sBK II or Capltol nay

lnitlate the buy-out processi lf elther partner does so,


