10

11

12

13

14

15

16

17

i8

19

20

21

22

23

24

25

BEFORE THE CALIFORNIA
STATE BOARD OF EQUALIZATION
In the Matter of
Richard N. and Anita Eisenberg Case ID No. 610025

Appellants’ Hearing Exhibits

Appellants Richard N. and Anita Eisenberg submit the following hearing
exhibits:

Exhibit Description

Declaration of Ken Pedersen

12/22/97 Westwood Stock Sale Agreement (w/o Exs.)
9/29/98 Castalian Purchase Offer

11/18/98 Castalian Purchase Letter Agreement

9/7/99 Castalian / Stewart Employment Agreement (w/o Exs.)
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9/7/99 Castalian Sale Summary

Dated: July 28, 2014 Respectfully submitted,
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STEVE MATHER
Attorney for Taxpayers
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DECLARATION OF KEN PEDERSEN

I, KEN PEDERSEN, declare and state as follows:

1. I was employed by Virgin Records America, Inc. (“Virgin”) as
Executive Vice President during the time at issue, 1997 through
2002, and was directly involved in the acquisition of multiple
companies imm Anita Stewart (“Stewart”).

2. The principal companies acquired by Virgin from Stewart
were Westwood Promotions, Inc. (“Westwood”) and Castalian Music,
LLC/Abacus Media, LLC (“Casta]ian ).

3. The method of determining the amountVirgm paid for
Westwood and Castalian was essentially the same. Virgin was
acquiring several similar companies at the time and used the same
formula to pay for the seller's interest in the companies. That
formula was a multiple of future earnings (typically eight times a
portion of the earnings) with the purchase price subject to a floor
and a ceiling. ~ |

4. This is the formula Virgin used in the acquisition of
Westwood. For this purchase, the purchase price was based on a
formula of Veight times 57% of the average annual pre-tax earmings
with a minimum purchase price of $1,114,350 and a maxtmum
purchase price of $3,192,000 for Stewart's minority interest. There
were no continuing services required of Stewart in connection with
the Westwood purchase. Therefore, there was no separate
employment agreement.

5. Virgin later determined that it also wanted to purchase
Castalian from Stewart. An initial proposal was set forth in the
Letter of Intent was made on September 29, 1998, for the purchase
of the Castilian ownership interests. This proposal was specifically

HEARING EX. A A=l
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based on the formula used for the purchase of Westwood, and as
part of the purchase of Castalian, Stewartwaaaskedtogveupher
continuing interest in Westwood buy out.

6. Because Virgin wanted Stewart to continue working for
Castalian after the purchase, there was a separate arrangement to
pay Stewart salary of $300,000 per year and plus performance
bonues. The purchase of Castallan, however, was made in
substantially the same manner and on the same formula as the
purchase of Westwood and as set forth in the Letter of Intent.

7. Iwasnotinvolvedmmedocumentaﬂonofthe purchase. I-
am aware, however, that the purchase was implemented on the
formula set forth in Virgin's original Letter of Intent, which specified
a down payment with installment payments (including advances) on
the full purchase price.

I declare under penalty of perjury under the laws of the State of
California that the foregoing is true and correct and that if called
upon as a witness, I could and would competently testify thereto.

Executed this _ 2/ day of ) &0E14Z12013, at

@Mﬂé‘:ﬂﬁm




SALE OF STOCK
BY
ANITA STEWART
TO
VIRGIN RECORDS AMERICA, INC.

AND

SETTLEMENT AGREEMENT
BY AND BETWEEN
LEE R. BARBAKOFF
WES SAMUELS
ANITA STEWART
WESTWOOD PROMOTIONS, INC.
MUSIC DIRECT, INC.
MATTHEW & ROBERTS ADVERTISING, INC.
2 BARBS, INC.
DIRECT SPECIALITIES, INC.
AND
THE WESTWOOD PROMOTIONS, INC.,
SAVINGS & PROFIT SHARING PLAN

DECEMBER 22, 1997

Prepared By:

Patzik, Frank & Samotny Ltd.

150 South Wacker Drive
Suite 900

Chicago, Illincis 60606
Tel: (312) 551-8300
Fax: (312) 551-1101
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AGREEMENT, dated as cf the 22nd day of December, 1997
{("Agreement"), between VIRGIN RECORDS AMERICA, INC., a Califcrnia
corporation (the "Purchaser") and ANITA STEWART (the "Seller”).

WITNESSETE:

WHEREAS, the Seller is the hclder of 32,993 shares of

Westwoocod Promctions, Inc. (“Company”) common stock (the “Common
Stock™) ; , /

WHEEREAS, the Purchaser desires to acquire from the
Seller, and the Seller desires to sell to the Purchaser, all ¢f
her Cormmon Stock, on the terms and sublect to the conditions set
forth herein:;

WHEREAS, contemporaneously herewith Purchaser is
.entering into an agreement with Lee Barbakoff (“Barbakocff} and
Wes Samuels (“Samuels”) to purchasae the shares of stock that
Barbakoff, Samuels and the Westwood Promotions, Inc. Savings and
Profit Sharing Plan {(the “Plan”) own for the benefits of
Barbakoff and Samuels (the “B & S Stock”) in the Company (“the
“Acquisition Agreement”); and

WHEREAS, prior hereto the parties along with Barbakoff
and Samuels entered into a Letter of Intent (the "Letter of
Intent™} ocutlining the principal terms upon which Purchaser was
to purchase the Common Stock and the B & S Stock.

NOW, THEREFORE, the parties hereto hereby agree as follows:

ARTICLE I
DEFINITIONS

For purposes of this Agreemert, the following terms shall
have the respective meanings set forth for them below:

“Acquisition Agreement” has the meaning ascribed to such
term in the recitals hereto.

"Agreement" has the meaning ascribed to such term in the
preamble hereto. ,

"Album" means a set of no less .than nine (9) Master:
Recordings having an aggregate playing time of no less than

12/16/97
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thirty-Zive (33) minutes in duration, embodied on compact disg,
- tave, vinyl, Digital Reccorz or New medium equivalent,

"A=rual Anriversary" nas the meaning ascribed to such term
in Section 2.03(z) hereof.

"Annual Ooerating Budget” nas the meaning ascribed to such
“prm in the Acquisition Agreement.

"Rverage Annual Pretax Net Sarnings™ has the meaning
ascribed to such term in Section 2.01{b) hereof.

"B & S Stock” has the meaning ascriped to such term in the
recitals hereto.

"CZRCLA® hag the meaning ascriped to such term in the
definiticn of "Hazardous Substances”.

"Closing", "Closing Date”, "Closing Time" and "Closing
Place" have the respective meani 1gs ascribed ts such terms in
Section 2.02 hereof.

"Closing Payment” has the meaning ascriped to such term in
Section 2.01(c) (i) hereof.

"Ccde" means the Internal Revenue Code of 1386, as amended.

"Common Stegok” nas the meaning ascribed to such term in the
recitals hereto.

“Company” has the meaning ascribed to such term in the
Employment Agreement.

"Contracts" has the meaning described to such term in
Section 3.21 heraof.

"Corporation” and "Corporatiorns” shall mean collectively and
individually Westwood, Matthew & Rcberts and Music Cirect unless
ctherwise specifically noted to the contrary.

"Damages” hzs the meaning ascribed %o such term in Section
12.C1 herec=.

"Defaulted Commeon Stock™ has the meaning ascribed to s_-h'
term in Section 2,01 (d).

"Digital Record" means a record the signals of which are
encoded and decoded by so-called "digital" technology whether now
kncwn or hereafter devised as opposed to so-called "analog"
techrology, and shall include without limitation Compact Discs,
Digital Audic~Tape records and Digital Compact Cassetrtes.

1271697 .
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. Y“EMI Company" shall mean Purcshaser oy any c¢f Purchazers
afiiliates. ,

//
//
//
//
//
//
//
//
//
//

"Exempt Interest" shall mearn the interest or the first Five
Hundred Thousand ($500,000) of lcans made to Westwodd by
Purchaser or any EMI Company or any third party.

"Facility” means any facillty which ig now ¢cr hzs neretcfore
been owned or used by the Corporation.

“Fee” has the meaning ascribed te such term in fezticn
2.01{c) (i) hereof.

"Fiscal Yaar" means the twelve month pexiod commencing April
1 and ending March 31.

"First Anniversary, Second Anniversary, Third Anniversary,
Fourth Anniversary and Fifth Anniversary sha.l mean respectively
April 3, 19%9, April 1, 2C00, April i, 20CiL, Aprii 1, 2002 and

April 1, 2003.

neigles in the

"GRAP" means generally accepted accsunting =r
United States c¢f America in effect frcom Time to ti

"Governmerntal Body" means any Federal, state, local or
foreign governmental authority or regulatory body, any
subdivision, agency, commission cr authority thereof (incliuding,
withcut limitation, environmental protecticn, plarning and
zoning), or any quasi-governmental or private body exercising any
regulatory authority thereunder and.any person directly or

1211697
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ndirectly cowned tvy and subliect ts the ceocntrel o. ny ¢ h
fc:egc-ﬁq, cr ary court, arbitractcr or cther judiczial er quas:i-
jugdiclal Trikbunal.

"Governmental Rules" means any statute, law, treaty, rule,
code, crdinance, regulation, permit, certificate or crder cf any
Governnental Bocdy or any judgment, decres, injunction, writ,
order or like action of any. Governmental Body.

*"Irndemnifiad Party" has the meaning ascribed ts such term in
Section 12.03 herect. .

"Indemnifying Party"™ has the meaning ascribed to such ternm
in Section 12.02 hereof.

"Letter of Intent"” has the meaning ascribed to such term in
the recitals hereto.

"Lien" mears ary mortgage, charge, pledge, lien, securi<ty
ipterest, claim, encumbrance or rastriciion, of any kind or
naturs,

"Liability" means any cdirect or indiract liability,
indebtedness, cbligation, guarantee or endorsement, whether known
or unknown, whether accrued or unaccrued, whether absolute or
contingent, whether due or to become due, whether liquidated or
unliquidated.

“MAC/GLC” and “MAC/GLC Payment” hava the respective meanings
ascribed *o such terms in Section 2.01(c) (i) nereof.

“Master Recording” shall mean every foram of racording
(whether now known or unknown), embodying sound alone, sound
accompanied by visual images, or visual images alcne, which may
be used in the recording, production or manufacture of Phonograph
Records, anluding without 1imitatlon all multitrack reccrdings
and producticn masters.

"material adverse change" means any material adverse change
in the business, operations, properties, financial condition,
results of operation or prospects of the Corporations taken as a
whole, wheatier or not occurring in the crdinary course of

btsiness.

"material adverse effect” means any raterilesl adverse eflect
{i) en ths busirness, cperations, rropertlies, financial condition,
Liabilities, results cf cperaticn or prcspects of any of th
Corporations cr their affiliazes taken as z whole, 5r (ii) cn the
assets, value, cordition or nzture of any of tre Ccrporations or
their affiliates taken as a whole, whetker cr not occurring in
the ordinary course of business.

12/16/97
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"Matchew & Xoberts" means Marthew a Recoherts Acdvert.sing,
nc., & Wwholly cwned subsidiary of the Compan

"Matthew & AVbe::s na

‘Shares" nas thz meaning ascorizes - suck
term in Secticn 3.04'k) c¢f the Acqguisiticn Rgreement

"Maxinum Purchase Price" has the meaning ascribed to such
cterm in Sacticn 2.0. herenf. .

"Minimum Purchase Price" has the meaning ascribed to such
term in Section 2.01 hereof.

"Musis Direct" means Music Direc:, Inc., 2 wheolly cwned
supsidiary of Wes:twood.

"Musical Compcsitiorns" means all musical compositicns and
copyrights therein cwred or licensed Ly either c? tre
Corporations.

"Fhoncgraph Reccrd" means every formm of reproducticn
{whether now known ¢z unknown), embodying scund alone, or sound
accompanied by visual images, distributed primarily for home usa,
school use, juke rox use, and use in means of tranaportation,
including, without limitation, discs of any speed or size,
reel-tc-reel tages, cartridges, cassetites, or cother pre-reccrded
tapes.

"Plan" ras the meaning ascribed to such term in the praamble
hereto.

"Pretax Net Earnings™ shall mean for any Fiscal Year the
audited pretax consolidazed net earnings of the Corporatiors .
which net earnings are calculated prior to income taxes and prior
to the Exempt Interest and without any charge for overhead or
similar type expense by Purchaser or any of Purchaser’s
affiliates. Such avdited accounts of the Corporations for the
Fiscal Year in guestion shall be kept in accordance with GAARZ,

>z nase Price” ras the meaning ascribed to such term in
2.02 hereoft.

M)
-

, "o
Sect‘ on

“purchase Price Acceleration Event” srali mean (i)the
occcurrence of any act by the Purchaser where Wesrwood and MattlLew
& Rcberts are nc: treated as a saparate accounting urnitv; (ii) a
permanent material change tc the Ccmpany s principal business
'Company’s principal business be*ng the sale of Phonograph
Racords throuch ™ advertising); (iii) a sale by Furchaser cf
mere tian fifty percent (30%) of .he stock of the Company tc a
company which is nct an affiliare, subsidiary, or pareat of
purchaser or Puorchaser's vltimate pazent, EMI Music Werldwide,

12/16/97
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pic.; ors tiv; 2 c:ange in cont Torporatlons 'es;l:ingJ/
contrel o th _ora:;cps by Ty Wi is ne:

affiiiaved witn cr railated to ?2u uhase: cxr (iv. Purzraser’s
failure te provide any financing required pursuant o anv
approved Annual COperating Budget unless the Corporaticns are not
meeting their apsreved Annual COperating Budgets or such financing
is not required as cetermined by Puxrchaser

“Purchaser” has the meaning zscribped Tc such term inm the
preamble hareto. ‘

/7

//

//

// : o
/7 '

/7 .

"Release" means generai releases ;n subStan:ia-.y tre fcrm
of Exnidbit 3 herazd to e executed by th lerd 2228 zre
directors and cflicers of the Ccrpcraticn in fzver i the
Corporaticn and tThe Purchaser.

"Royalties" and ”Roya Ty Album” fave the respective meanings
ascribed to such terms in Sectlon 2.03{a).

"Royalty Year"” means each Fiscal Year commencing April 1,
1998.

"Sales through Normal Retail Channels™ means sales through
record or cther retail stores to the end ccnsuzmer.

//
/7
//
//
//
/7
//
/7
//
//

"Securities Act" means the Securities Act of 1533, as
amended. :

"Seiler" has the meaning ascribed 0. such term in the
preambie herszIc.

“Sellier’'s XK= w‘edge” means the actual Xnowledge of Sellex
without independent inquiry.

12/16/97
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“Seller’s Know;edge” means the actual knowledge of Sellier
without independent inquix

“Statement of Financial Condition” has the meaning ascribed
to such term in the Acquisition Agreement.

"Tax" has the meaning ascribed to such term in Section 3.16
of the Acjuisition Agreement.

"Term" shall have the meaning ascribed to such term in the
Employment Agreement.

"Territory" means the world.

"Third Party Common Stock Sale Advance" has the meaning
ascribed to such term in Section 2.01(f) hereof.

“Yearly Royalty Guarantee” has the meaning ascribed to such.
term in the Acquzsiticn Agreement.

ARTICLE II
PURCHASE AND SALE

Section 2.01. Purchase of the Common Stock and Payment of
Purchase Price. ’

(a) Subject to the terms and conditions and in
rellance upon the representations and warranties herein set
forth, at the Closing Time and at the Closing Place, the Seller
agrees to sell, exchange, assign, transfer and deliver to the
Purchaser certificates for the Common Stock, duly endorsed in
blank or accompanied by stock powers in blank, with signatures
guaranteed by a commercial bank or trust company or member firm
of a naticnal securities exchange, and with all necessary
transfer stamps affixed thereto or such other assignments, deeds,
share transfer forms, or other instruments or documents, duly
stamped where necessary, as are neceasary in order effectively to
transfer the Common Stock to the Purchaser free and clear of all

Liens.

{b} The purchase price ("Purchase Price"] for the
Commen Stock shall be a sum equal to eleven and four tenths
percent (11.4%) of the average annual Pretax Net Earnings during
the five (5) Fiscal Years beginning April 1, 1988 or such shorter
period, as provided in Section 2.0l(e) (i) and (iii) (the "Average
Annual Pretax Net Earnings”) multiplied by a factor of eight (8),
provided, however, that in no event shall the Purchase Price be
less than One‘MiIlion One Hundred and Fourteen Thousand Three
Hundred and Fifty Dcllars ($1,114,350.00) (the "Minimum Purchase

12/16/97
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Price”) or exceed Three Milliicn Crne and Ninety Twc Thousand
Decllars ($3,192,0C00.00) !the "Maximusn Purchasa Price"excecrt as
otherwise preovided he*eln.

{c} The Purchzse Price sihall be pzid as fclliows:

(L} At the Closing, the Purchaser shall pay as
advances against the Purchase Price (A) to Seller a sum equal to
One Million Ferty Three Thousand and One Hundred (31,043,100;
Dollars ("Closing Payment") and (8) to the Mid-Atlantic
Companies, Ltd. and Gruppo, Levey and Capell, Inc., (collectively
“MAC/GLC”) eleven and four tenths percent (11.4%) of fifty
percent (50%) of the fee (the “Fee”) due MAC/GLC at the Clesing
{the “MAC/GLC Payment”), provided, however, that in no event
shall the MAC/GLC Payment exceed rsurteen Thousand Twe Hundred
and Fifty ($§14,250.00) Dollars. Purchaser shall deduct from the
Closing Payment and pay a sum egual to eleven and four tenths

percent (11.4%) of the balance of the Fee to MAC/GLCA e .
balance of the Minimumr Purchase Price shall be paid as set forth L///
in Section 2.03 (e). W, romdué‘ha::‘cww ﬁhr;)‘z'. e ew;_f'.rito/!
gy mos, (2} R0t g sl Tisrn
/‘M et AP T 2 }75;
(i1) bal nce‘gt the PL.chgse Price (i.e., the

Purchase Price less the c1os_ng Payment, the total Yearly Rovalty
Guarantees and the Third Party Common Stock Sale Advance, if
ary), subject tc Section 2.0l(e}, shall be paid to the Seller
within 120 days fcllowing the Fifth Anniversary.

{d} If Barbakoff, Samuels, the Plan cr the Seller
shall fail cr rafuse to celiver at the Closing any of the Common
Stock (which term shall for purposes of this Section 2.01 (d)
include the common stock of the Company to be sold by Barbakoff,
Samuels and the P.an pursuant to the Acquisition Agreement) (the
"Defaulted Common Stock") tc be sold by the Seller, Barbakoff,
Samuels and the Plan (a “defaulting seller”) hereunder or
pursuant to the Acquisition Agreement, as the case may be, such
failure or refusal shall not relieve the non-defaulting sellers
of their obligations hereunder and the Purchaser, at its option
and without prejudice to its rights against such defaulting
seller, shall at such time have the right either (i) to purchase
the remainder of the Common Stock that it is entitled to purchase
hereunder (provided that the aggregate Purchase Price shall be
reduced by the Purchase Price allocable to the Defaulted Common
stock) or {(ii) to give notice pursuant to Section 12.01 hereof of
its refusal to make such purchase and thereby terminate all of
its obligations hereunder. ‘

(e) Notwithstanding the foregoing:

i} If, at any time pricr to the Fifth
Anriversary, a Purchase.Price Acceleration Event cccurs, then the
Purchase Price shall be calculated and paid as follows: (A) if a

121697
cc/vrn/westwood/westwoodA. 7


http:com."'!1.0n
http:14,250.00
http:Milli.on
http:Della.rs

Purchase Frice Aczceleraticn Event cccurs pricr TS the First
Arnniversary, the Purchase Price shall be paid pursuant to Section
2.2t Z)azcve, out sukiect to the methed c¢f calculating the Pratax
Net Ezrnings as set forth in Z.01/e) (1) (D), provided tiat (w)
notwithstanding Secticn 2.01(b), the Purchase Price shall be
calculated at the end of the last month prior to the month in
which such Purchase Price Acceleration Event occurs and (x)
rotwithstanding Section 2.03(e) Seller shall not be entitled to
any Yearly Royalty Guarantee payments not alreacdy earned; and
Purchaser shall pay to the Sellers One Hundred Fifty Percent
(150%) of the Purchase Price (less the Closing Payment, the
MAC/GLC Payment, the total Yearliy Royalty Guarantees paid or
payable as of the date of the calculaticn of the Average Annual
Pretax Net Earnings and the Third Parcy Commorn Stock Sale
Advance, if any) within 120 days following the dacte ¢f such
Purchase Price Acceleraticn Event; (B} if a Purchase Price
Acceleration Event occurs orn or after the Firs: Anniversary but
prior to the Second Anniversary, the Purchase Price shall be paid

pursuant to sSection 2.01(D) above,Aprovided that (y)
nctwithstanding Section 2.01(b), the Purchase Price shall be
calculated at the end of the last month prior to the month in
which such Purchase Price Acceleration Event occurs and (z)
notwithstanding Section 2.03(e}) Seller shall not be entitled to
any Yearly Royalty Guarantee payments not already earned; and the
Purchaser shall pay to the Sellers One Hundred Twanty-Five
Percent (125%) of the Purchase Price (less the Closing Payment,
the MAC/GLC Payment, the total Yearly Royalty Guarantees paid or
payable as ol the date of the calculation of the Average Annual
Pretax Net Earnings and the Third Party Common Stock Sale
Advance, if any) within 120 days following the date of such
Purchase Price Acceleration Event; (C) if a Purchase Price
Acceleration Event occurs on or after the Second Anniversary but
prior to the Fifth Anniversary, the Purchase Price shall be paid
pursuant to Section 2.01(b) above, but subject to the method of
caleculating the Pretax Net Earnings as set forth in Section
2.01(e) (1) (D), provided that (y} notwithstanding Section 2.01(b),
the Purchase Price shall be calculated at the end of the last
month prior tc the month in which such Purchase Price
Acceleration Event occurs and (z) notwithstanding Section
2.03(e), Seller shall not be entitled to any Yearly Rovalty
Guarantee payments not already earned; and the Purchaser shall
pay to Seller One Hundred Percent of the Purchase Price (less the
Closing Payment, MAC/GLC Payment, total Yearly Royalty Guarantees
paid or payable as of the date of the calculation of the Average
Annual Pretax Net Earnings and the Third Party Common Stock Sale
Advance, if any) within 120 days following the date of such
Purchase Price Acceleration Event; (D) for.any partial Fiscal
Year in which the Purchase Price Acceleration Event occurs, the
annual Pretax Net Earnings for the pericd from April 1, 1998 to
the month immediately. preceding the month in which the Purchase
Price Acceleration Event occurs (the . “Calculation Period”) shall

12/1697 u//
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Price Acceleraticn Event occurs (the “Calculation Pexiod”) shalil

be derermined by dividing the Pretax Net Earnings during the

entire Calculation Periecd by thé number of full months wishiz the
Calculation Period and multiplying that e

‘result by twelve (12).

fiiy  NctT usec.

(:ii) Net used.
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Tiscal Years beginning April I, 1598 cr such shor:tar periccé, as
provided in Secticn 2.010gi il fzhe “Average Annual Prazax Nes
Earnings”; multizlied by a Zaczter ci-eight (8!, which sum spall
i no event excaed Six Eundred Tan Thousand and Feur Hundregd
Dollars {$610,4CJ).

Section 2.02.. (Closing. (a) The Agreement and the Exhibits
wlll be executed in counterpart as of the date first sect forth
acove (xhe "Closing";. (Hereinafrer, the date cn which the
Closing shall take place-is refarred to as the "Closing Date" and
the time cn the Jlosing Date when tihe Closing shall taks place is
refarred to as the "Clcsing Time”.

(b} The Ciosing may be held at sucnh cther date, time
and place as may be agreed upon in writing by the parties.

Section 2.03. Royalty Earnings. (a) Company will be paid
Royalties (as such term :s define n the Acquisition Agreement)
in the manner as set forth in Section 2.03 of the Acquisition
Agreement.

{b} through (d; Not usezl

(:§§‘0‘//// (e) The Yearly Royalty Guarantees shall be deemed

Ahirdeeh
and

e ad
}f::l. redthig

paam‘ n

Guarantee (as such term is definecd in the Acquisitiorn Agreement)
not later than 30 days following the fifth Annual Anniversary as
an additional advance against the Purchase Price.

ST9) (f) Only Royalties in excess of the Yearly Royalty
Guarantee shall be included in calculating Company’s Pretax Net
Earnings for the purpose of calculating the Purchase Price. Feor
purposes cf clarificatior the first Five Hundred Thousand
{$500,000) in aczual Royzlties shall not be included in
calculating the Pretax Net Earnings.

Section 2.04. Loans to Westwood. In the event that
Westwood borrows money from Purchaser or any of its affiliates,
Westwood will be charged interest by Purchaser cr ary of its
affiliates atr the normal and ordinary interest rates charged by
Purchaser or its affiliates on locans to its subsidiaries, parents
or affiliaces, not to exceed two percent (23) over the “prime” or
*reference” rate annocunced from time tc time by :the Mid-City
National Bank at irs principal cffice ir Chicago, Illinois cr the
maximum rate perwitted by law, if less, with adiustments to ke
made retroactive rto the cate of trhe annourcement of such change
of rate.

Section 2.CS. Not used.

121697
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ARTICLE IIZ
REPRISINTATIONE RND WARRANTIES OF THm SELLEIRS

¥

Sel.er repr2sents and warrants to the Purchaser that
{wherever the term Corporations is used nerein it shall include
and mean without limitaticn, Westwcod and Matthew & Roberts as if
the representation and warranty was only to such Corpcration):

Secticas 3.01 through 3.03 Net used.

Section 3.04. Title To Common Stock:; Authority of

Sellers.

{a) Seller has good and valid title toc the Comnmon
Stock set forth cpposite Seller’s name on Schedule 1 hereto, and
the Common Stock is, and on the Closing Date will be, owned of
record and beneficially by Seller, free and clear of any Liens.

(o) and (2} Not used.

(d) Selier has the power and authority to execute and
deliver this BAgreemenT and the Release executed by Seller and all
other documents hereby and thereby contemplated, to consummate
the transactions hereby and thereby contemplated and to take all
other actions required to be taken by her pursuant to the
provisions herecf and thereof., The execution, delivery and
performance of tais Agreement and the Release executed by Seller
and all other documents hereby and thereby contemplated to be
executed by or with respect to Seller, and the consummation by
the Seller of the transactions hereby and thereby contemplated
have, or prior toc the Closing will have, been duly authorized by
any and a.l necessary action, corporate or otherwise, of the
Seller anrd the Corpcration, and this Agreement and the Ralease
and all other documents hereby and thereby contemplated to be
executed by the Seller constitute legal, valid and binding
obligations of the Seller, enforceable in accordance with their
respective terms, except as such enforcement may be limited by
bankruptcy and cther iaws affecting the enforceability of
creditors' rignts genarally or laws governing the availability of
specific performance cor other equitable remedies.

(e} Seller understands the terms of the arrangements
between her and Purchaser and the transactions hereby
cor.templated. Sa2ller has dDeen rerxesented by c¢ounsel in
connection with this Agreement and will not raise any objection
or claim against the Purchaser of the Corporations c¢r any of the
sharenolders, officers or directors of either of them on the
basis that she was zOtr properly represented in connection with
the Agreement. :

1216097
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Sectior 3.5E2. XNct used.

Secticn 3.C€. Capitalizatiorn; Options. (a) (i) To tke best
of Sellexr’s Kncwledce Company was and 1s authorized to issue the
shares ¢ Commern 3tock ard B & S§ Stock, which censtino<e all of
the issued and cuiIstznding capital stock of the Company, all of
which are issuec and outstanding and currently cwned by Seller,
Barbakof?f, Samuels and the Plan. There are no other saries or
classes of capital stock of the Corpany authorized or issued.

{1i) To the best of Seller’s Krowladge there
are not and on the Closing Date will not be, ocutstanding any
warrants, options, contracts, rights (pre-emptive or otherwise},
calls, commitments or demands cof any character relating to any
authorized and issued or unissued shares of capital stock of
Westwood, including, without limitation, the Common Srzock and the
B & § Stock, or outstanding securities, obligations, rights or
other instruments ccnvertible into or exchangeable for such
stock, or which obligate Westwood to seek authorization to issue
~additional shares of any class of stock, nor will any such rights

be created by virtue of this Agreement or the transactions hereby
contemplated.

(b} {i) To the best of Seller’s Knowledge Matthew
& Rober<s is auvthcrized to issue the Matthew & Roberts Shares,
which constitute all of the issued and outstanding capital stock
of Matthew & Roberts, all of which are issued ard outstanding and
currently owned by Westwood. There are no other series or
classes ol capiral stock of Matthew & Roberts authorized cr
issued. :

{ii} To the best of Seller’s Knowledge there
are not and on the Closing Date will not be, outstanding any
warrants, options, contracts, rights (pre-emptive or otherwise),
calls, commitments or demands of any character relating to any
authorized and issued or unissued shares of capital stock of
Matthew & Roberts, including, without limitation, the Matthew &
Reberts Shares, or outstanding securities, obligations, rights or
other instruments convertible into or exchangeable for such
stock, or which c¢bligate Matthew & Roberts to seek authorization
to issue additional shares of any class cf stock, nor will any
such rights be created by virtue of this Agreement or the
transactions hereby contemplated.

- Section 3.07. Common Stock. (a) To the best of Seller’s
Knowledge the Common Stock and the B & S Stock have been legally
and valldly issued, and are fully paid and nonassessable and none
of the Commcn Stock or the B & S Stock has been or, at the
Closing Time, will have been issued in viclation of the
Securities BAct or the securities or bliue sky.laws of any state or
territory of the United States of America.

12716497
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() T=2 the hes=t 0% Seller’s Kiowiedge the Mattrew &
Rckerts Shares have been legally and validly issued, and are
fully paicd and ncnassessable none ¢f the Matthew & Roberts Shares
have been or, at the Closing Time, will have been issued in
violation of the Securities Act or the securities or blue sky
laws of any state or territory of the United States of America.

Section 3.028. No Viclation cf Other Instruments or
Cbligations. To tre Best of Seller’s Rnowledge nelther the
execution and delivery of this Agreement and the Release to be
executed by Seller and all other documents hereby or thereby
contemplated ncr the consummation of the transactions hereby and
thereby centemplazed will (i) constitute any violaticrn or kreach
¢f the Certificate of Incorporation or the By-laws of any of the
Corporations; (ii) constitute any violation or breach of any
provision of, cr constitute a default under or breach of, or
result in accéleration of any obligation under, any provision of
any Contract, lease, mortgage or cther instrument to which the
Seller or any of the Corporations are a party or by which any of
her or any of their or its assets may be affacted or secured,
which default, breach or acceleration has not been waived:; (iii)
violate any judgment, order, writ, injunction, decree, statute,
rule or regulation affecting any of the Corporations or any of
their assets; (iv) result in the creation of any lLien on any of
the assets or propertiass of Seiler cor any of the CQrpovations, or
(v} resalt in the tarminacion of any Contract, license,
franchise, lease or permit to which any of the Corporations are a
party or by which any of the Corporations are bound, which would
not, individua‘ly or in the aggregate, limit any Seller's ability
to consummate the transactions hereby contemplated or have a
material adverse effect on the business, assaets or financial
condition of any of the Corporations.

Section 3.09 thrcugh 3.10 ‘Not used.

Section 3.11.
{a) through (b) Not used.

{c) The inventory reflected on the Statement of
Financial Condition will be the inventory on the Closing Date for
the Corporations except for inventory items acquired, distributed
or disposed of in the ordinary course of business.

Section 3.12 through 3.20 Not used.

Section 3.2.. Contracts. Seller is not aware of the
existence of any contracts, arrangements or agreements as in
effect on the date rerecf (the "Contracts") to which any of the
Corporations is a party, including evidences of indebtedress,

12/16/97
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whether written cr cral, agreements with employees, agreements
with recording aztists, agreements with publishers and/sr
scngwriters or compesers, agreements with producers, sales
representatives zncd distributors, and agreements with fac-crs,
banks or cther lsnding inscitutions, except the leases and cther
agreements listed ir Schedule 3.12 hereto and except for any
centracts which involve media buys and contracts in the ordinary
and regular course cf business, none of which contracts result or
will result in a material adverse effect to any of the
Corporations which zre not listed on Schedule 3.21 heretc. To
the best cf Sellsr’s Knowledge none of the Corporations is in
default in any material respect under any Contract and no event
has occurrec thereundar in each case which, with the lapse of
zime or the giving cI notice, would constitute such a defaul-«,
and to the Sellers' knowledge, no other party to any Contrac= is
in default in any material respect thereunder. To tha best of
Seller’s Knowledge each of the agreements listed on Schedule 3.21
hereto constitutes a valid, binding, enforceable and legal
obligatien of the Corporation whichh has executed such Contract.
To the best of Seller’s Knowledge neither the Seller nor any
Corporation has received notice from any party to a Contract
asserting thet a Contract is not a fully valid, binding,
enforceable and legal obligation of such other party or any
letter claiming a brsach cf a Contract. To the best of Seller’s
Knowledge there are, and at the Closing Time there will be, ro
Contracts which are not enforceable against the other party(s) to
such Contract except as such enforcement may be limited by
bankruptcy and other laws affecting the enforceability of
creditors’ rights generally or laws governing the availability of
specific pexfermance or other equitable remedies with any Seller
or any affiliate of any Seller or pursuant to which any Seller or
affiliate thereof receives any payments or benefits.

Section 3.22 through 3.24 Not used.

Section 3.25. Indemnification. No indemnification or
similar arrangements exist for Seller or, to the best of Seller’s
Knowledge, the directors c¢f any of the Corporations except as
provided by statute or the Certificate of Incorporation or the
By-laws of the Corporation.

Section 3.26. Not used.

Section 3.27. Finder's Fees. Neither Seller or to the best
of Seller’s Knowledge, none of the Corporations has incurred any
liability for finder's or brokerage fees or agent's commissions
in connection with this Agreement or the transacticns hereby
contemplared, axzept zs set forth on Schedule 3.27 hereto.

Section 3.,28. Full Disclosure. No representation or
warranty of the Seller in this Agreement or any other

12/16/97 .
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certificate, schadule or ciher document cdelivered to tha.
Purchaser pursuant to this Agreement contzins an untrue s-atement
of a material fact or omits to state 2 material fact necessary in
order to make the statements herein not misleading in light of
the circumstances in which made.

Section 3.23 and 3.390 Not used.

‘Section 3.31. Representaticns and Warranties. At the
Closing Time, eash of tne representations and warranties of the
Seller cortained in this Article III shall be true as though made
on and as ol such time, other than those representations and

warranties which are expressly made as of a specified date.

ARTICLE IV
RZPRESENTATIONS AND WARRANTIES OF THE PURCHASER

The Purchdser represen=ts and warrants to the Sellers that:

-Section 4.01. Organization and Good Standing. The
Purchaser is a corpcration duly organized, vallidly existing and
in good standing under the laws of the State of California and it
has the corporate power and authority to own or lease all of its
properties and assets and carry on its business as it is now

being conducted.

Section 4.02. Not used.

Section 4.03. Authority Relative to Agreement. The
Purchaser has the ccrporate power and authority to execute and
deliver this Agreement and all other documents hereby
contemplated, to ccnsummate the transactions hereby contemplated
and to take all other actions required to be taken by it pursuant
to the provisions hereof. The execution, delivery and
performance of this Agreement and all other documents hereby
contemplated to be executed by the Purchaser, and the
consummation by the Purchaser of the transactions hereby
contemplated, have, or prior to the Closing will have, been duly
authorized by any and all necessary corporate action of the
Purchaser, and the Agreement and all other documents hereby
contemplated to e executed by the Purchaser constitute the
legal, vailid and binding obligations of the Purchaser enforceable
in accordance with their respective terms, except as such 4
enforcement may be limited by bankruptcy and other laws affecting
the enforceability of creditors' rights generally or laws
governing the availability of specific performance or other
equitable remedies.

Section 4.04. No Violation of Other Instruments or

12416497
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Obligations. Ne:ither the execution and delivery of this
Agreement ncr the consummation of the transactions hereby
ccntemplated will (i) constitute any vioclation or breacn of the
certificate of incorporation or bylaws of the Purchaser; (ii)
viclate any judogment, order, writ, iniunction, decree, statute,
rule or reqgulation affecting the Purchaser or any of its assets.

Section 4.05. <Jonsents and Approvals. Except as disclosed
on Schedule 4.05 hereto, no authorization, approval, order,
license, permit, franchise or consent, and no registration,
declaration, notice or filing by or with any domestic or foreign
gcvernmental authority by the Purchaser is required in connection
with the execution and delivery of this Agreement and the
consummation o the transactions contemplated hereby.

Section 4.06. Not used.

Secticn 4.07. Finder's Fees. The Purchaser has not
incurred any liazility for finder's or brokerage fees or agent's
comnissions in connecticn with this Agreement cr the transactions
hereby contemplated.

Section 4.03. Representations and Warranties. At the
Closing Time, each of the representations and warranties of the
Purchaser contained in this Article IV shall be true as though
made on and as of such time, other than those representations and

warranties which are expressly made as of a specified date.

Section 4.09. Investment Representations. The Purchaser is
acquiring the Common Stock solely for its own account with the
intention of holding such securities for purposes of investment
and it has no intention of selling such securities in a public
distribution in violation of the federal securities laws. The
Purchaser shall cause each new certificate for Common Stock to be
imprinted with a legend in substantially the following form:

"The securities represented by this certificate are
not registered under the Securities Act of 1933, as
amended and cannot be transferred or sold unless they
are subsequently registered under the Act or, an
exemption from such registration is available."”

Section 4.10. Full Disclosure. No representation or
warranty of the Purchaser in this Agreement or any other
Certificate, schedule or document delivered to the Seller
pursuant to this Agreement contains an untrue statement of a
material fact or omits to state a material Tact necessary in
order to make the statements herein not misleading in light of
the circumstances in which made.

121697
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ARTICLE V
Nct used.

ARTICLE VI
Not used.

ARTICLE VII
CONDITIONS TO THE PURCHASER'S OBLIGATIONS

All obligaticns of the Purchaser under this Agreement are
subject to the fulfillmen%, at the Closing Time, of each oZ the
following conditions, anry or all of which may be waived in whole
or in part, at cr pricr tc the Closing Time by the Purchaser in
its sole discretion:

Secticn 7.01. Representations and Warranties. The
representations and warranties contained in Article III herect
shall be true in all material respects at and as of the Closing
Time as though such representations and warranties were made at
and as of such time. Neither the Seller nor, to the best of
Seller’s Knowledge, the Corporations have taken any action which
would cause or constitute a material breach of any of the
representations and warranties set forth in Article III hereof.

Section 7.02. Covenants. The Seller shall have performed
and complied in all material respects with all agreements,
covenants and conditions on their part required by this Agreement
to be performed or complied with prior to or at the Closing Time,
including, without limitation, the transfer and delivery to
Purchaser of the certificates of the Common Stock. Each of the
Corpcrations shall have complied with all material, terms and
conditions cecntained in this Agreement and the related documents
contemplated herain.

Section 7.03. Seller's Certificate. The Purchaser shall
have received (i} a certificate of the Seller, dated the Closing:
Date, certifying to the fulfillment of the conditions specified
in Sections 7.01 and 7.02 herecof and (ii) such other evidence
with respect to the fulfillment of any of said conditions as the
Purchaser may reasonakly request.

Section 7.04. Not used.

Section 7.05. Employees. Neither the Seller nor any ci her
affiliates shall have retained, or agreed to retain, any person
for the purpose of providing services to zny - of the Corporacions
subsequent to the date hereof, except with the Purchaser's prior

12/16/97
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writtern consenr, excert as set forth in Schedule 7.08 nerszo.

Section 7.C8. Resigmacicns. Excert as specifies in
Schedule 7.06, the Se..ler snall have delivered itz the Purcraser
Seller’s writrten resignacions, effective as of the Closing, as a
director of Company and Matthew & Rober:s.

Section 7.07 No:i used.
//
//
//
//
l/ ‘
Section 7.08. a=d 7.09 Not used.
Section 7.13. Relaases. Seller shall have exescuted anzd
delivered tg the Purchaser a general release in fzvor of such
Corporation in the fcrm set fortnh on Exhibnit 3 heretc, other than
with respect to the cbligations contemplated by zthis Agraement
and the agreements contemplatad herxeby.

Section 7.li. through 7.13 Not used.

Section 7.14. Injunctions. No couri, agency or other.
authority shall =ave 1ssued any order, decrea or susgnent T2 set
aside, restrain, enjoin sr prevent the periormarce of tne
Purchaser's cbligations in Article II herecf.

Section 7.15. Institution of Proceedings. There shall not
have been instituted by any third party any suit or proceeding tc
restrain or invalidate this Agreement or the rransactions hereby
contemplated or seeking damages from or to impose obligaticns
upon any of the Corporations or the Purchaser by reasor of this
Agreement or the transactions hereby contemplated which, in the
Purchaser's good faith judgment, would invclve expenses or lapse
of time that would be materially adverse {c the Purchaser's
irterasts.

ARTICLE VIII
CONDITICNS TO THE SELLER’S OBLIGATIONS

All obligations of the Seller under this Agreement are
subject to the fulfillment, at the Closing Time, of each of the
following conditions, any cr all of which may be waived in whole
or in part, at or prior to the Clesing Time by the Sellers:

Sectlior 8.0.l. Representations and Warrantias. Ths
represantations and warrantles contalnea in Arzic.e IV herec?
shall be true in all materizl respects at and as of the Cicsing

121697
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Time as thcugh such representations and warranties were made at
and as of such time. The Purchassr has not taken any action
which would caus2 cr constitute a material breach of any of tae
represerntations and warranties set forth in Arvicle IV hereor.

Section 8.02. Not used.

Section 8.03. Not used.

Section 8.04 and Section E.OS. Not used.

Section 8.06. Intunctions. No court, agency or other
authority shall have Issuead any order, decree or judgment toc set
aside, restrain, enjoin or prevent the performance of the
Sellers' obligations in Article II hereof,

Section 8.37. Institution of Proceedings. There shall no:
have beeén instivuted py any third party any suit or proceeding o
restrain or invalidate this Agreement or the transactions hereby
contemplated or seeking damages from or to impose obligations
upon Seller by reason cf this Agreement or the transactions
hereby contemplated which, in the Seller’s good faith judgment,
would involve expenses or lapse of time that would be materially
adverse to the Sellex’s interests.

ARTICLE IX
CONDITION OF THE CORPORATIONS AT CLOSING

Not Used.

ARTICLE X
POST-CLOSING COVENANTS

Section 10.01. Further Assurances. From and after the
Closing Date, tha Seiler shail, at any time and from time to
time, at her sole cost and expense, make, execute and deliver, or
cause to be made, executed and delivered, such assignments,
deeds, bills of sale, drafts, checks, stock certificates,
returns, filings and other instruments, agreements, consents and
assurances and take or cause to be taken all such actions as
counsel for the Purchaser may reascnably request for the
effectual consummation, confirmation and particularization of
this Agreement and the transactions hereby contemplated. The
Seller will obtain the consent of all third parties to any
Contract whose consent is required to the consummation the
transactions contemplated hereby and which consent has not been
obtained prior to the Closing. V

1216487
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Section 12.2%2. Seller’s Ac-ress. éﬂﬁ?;;; the Closing, the
Seller and her accountants ano 1d attorneys shall have reascnable
access during ustal business hcurs tc the relevant besks and
records relatling tco each ¢f the Ccrzorations, includiag, withcout
limization, fimancial and tax reccrds, and may make copies or
extracts from the relevant portiosns ¢? such book-s and reccrds
for reasonable pusiness purposes. The Purchaser will reasonably
ccoperate with trhe Seller and her accountants and attorneys in
these matters. The Purchaser agrees to retain the books and
ricords of th; Corporation relating to its operation prior to the
Closing Date for at least one year after the C;osinq Date.

&) R der /a.o;(&)w

Section 10.03, Emplovee Benefit Plans. The Purchaser
reserves the :ig“m, CL. or aJter the Closing Date, tc amend or
cerminate, in who.e or in part, each Plan, whether or not sert
£2rth in Schedule 3.23 hereto, and the Seller acknowledges such
right, provided that no such acticon will adversely affect any of
the Seller’s accrued benefits to darcs.

Section 10.04 through 10.06 Not used.

Section 10.07. Purchase Price Acceleration Event.
Purchaser hereby covenants and agrees that Purchaser will not
cause the occurrence of any Purchase Price Acceleration Evenc
prior to Aprxil i, 1998,

ARTICLE XI
TERMINATION

Not used.

ARTICLE XII
INDEMNIFICATION

Section 12.Cl. By the Sellers. For the two (2) year period
immecdiately follewing tne ¢sing Lata, the Seller agrees to
indemnify and hold harmless the Purchaser, the Corporations and
their respective directors, officers, employees and agents (the
"purchaser Partvies") against, and to reimburse the Purchaser
Parties on demand with respect t2 up to eleven and four tenths
{11.4%) percernt of the total amcunt of, any and all losses,
liabilities, obligations, suits, proceedings, demands, Jjudgments,
damages, claims, expenses and costs (including, without
limivacion, reascnable fees, expenses and disbursements of
counsel and accountants) (collectively, "Damages”") which each may
suffer, incur or pay by reason of (i) the breach by Seller of any
rep*eeer»atioﬁ, warranty, agreement or covenant contained in this
Agreement or in any agreement, cartificate or other document
delivered tc the Purchaser pursuant %o the provisions of this
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Rider 10.02(b)

, (b) The Company shall maintain, at its executive offices, which are presently in the
State of Illinois, books of account concerning Royalties earned hereunder and our calculation of
the Purchase Price. A certified public accountant on Seller’s behalf, may, at Seller’s sole
expense, examine such books relating to the Royalties and the calculation of the Purchase Price
{collectively referred to as the "Records") solely for the purpose of verifying the accuracy thereof,
only during our normal business hours and upon reasonable written notice. Such Records may
only be examined for a period of 90 days following Purchaser’s submission to Seller of a letter
reflecting Purchaser’s calculation of the Purchase Price. Seller shall only have the right to
perform this audit on one occasion. Seller agrees to notify Purchaser in writing within ninety
(90) days after such examination if Seiler believes that Purchaser's Records are not accurate, and
to supply Purchaser with the report of Seller’s accountants including their description of any and
all alleged inaccuracies contained therein. Seller and its accountants agree to keep all information
obtained in such examination confidential and to use it solely for the purpose of this paragraph.
The rights hereinabove granted to Seller shall constitute Seller’s sole and exclusive rights to
examine the Records.

WI8/333212/122297/5 36pm/RFO/23228 23a.



Agreement, (ii) the fgilure cf Seller tc perform any agregmsnt
required bv this Pgraement or any agreement executed pursuant to
“he provisions o2 this Agreement, (Zii) any failure ty the
Corporation, prior to the Closing LCate, to comply in all respects
with ‘all laws, rules, regulations, orders, decrees c¢r judgments
applicable to it; and (v) any adiustments, interest, penalties or
other assessment by any taxing authority for Taxes for any of the
Corporaticns for the period ending July 31, 1997 cr earlier.

Section 12.02. B¥ the Purchaser. For the two (2) year
period immediately follcwing e osing Date, the Purchaser
agrees to indenmnilfy and hold harmless the Sellers against, and to
raimburse the Sellers on demand with respect to, any and all
Damages which she may suffer, incur or pay by reason of (i) the
breach by the Purchaser of any representation, warrancy,
agreement or covenant contained in this Agreement or in any
agreement, certificate or other document delivered to the Sellers
pursuant tc the provisions of this Agreement, (ii) the failure of
the Purchaser to perform any agreement required by this Agreement
or any agreement executed pursuant to the provisions of this
Agreement, and ('1*) the allegat*cn in writing by any third party
of the existence ci any liabilitzy, obligation, lease, agreement,
contract, other :: itment or state of facts which, if such
allegation were true, would constitute a breach by the Purchaser
cf any represanta*lon or warranty contained in this Agreement or
in any agreement, certificate or other document delivered by or
on behalf of the Purchaser to the Sellers pursuant to the
provisions of this Agreement or of sny covenant made by the
Purchaser herein or therein.

—

- Section 12.03. Indemnification Procedure. The Purchaser
Parties, in the case of Section 12.0l hereof, and the Sellerf, in
the case of Section 12.02 hereof (hereinafter, the applicable
party or parties providing indemnity, the "Indemnifying Party”
and the party or parties being indemnified, the "Indemnified
Party") agree to give the Indemnifying Party prompt written
notice o the occurrence of any evant which may result in
indemnification hereunder. If such event involves a claim by a
third party, the defense of such claim shall be at the
Indemnifying Party's sole cost and expense. Purchaser shall, in
all cases whether it is the Indemnifying Party or the Indemnified
Party, have the sole right to control the contest, defense,
settlement or compromise of any matter giving rise to such
indemnification. The Sellers shall have the right to participate
in such defense at the Sellers' cost and expense. The
indemnification prcvided herein shall be the exclusive remedy
wnich the Indemnified party shall have for the breach of a
representation, warranty or covenant.

Section 12.04. Omitted.

12116597
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Seczion 12.05. Limitaticns on Indggg;;icatioﬁ Neither the Uu
Sellerg, on tre one hand, nor Pureraser, ON Uhe OLhEr, shall LCe Povehage,
required to make any indemnification payments under Section 12.01 Pavh
or Secticn 12.02, as the case may be, except to the extent that €5
the cunulative amount of the damages actually incurred by the 4
other party hereto actually exceeds the sum of Fifteen Thousand
($15,000) Dollars. The SeitersM agyrega=e liabilicy IOF ——— Siller's
indemnification payments under Section 12.0l1 shall not exceed ij\

;//i Seven Eundred and Fifty Thousand Dollars ($780,000). The .
Pusehasests aggregate liability fcr indemnification payments &//
under Section 12.02 shall not exceed Seven Hundred and Fifty
Thousand Dollars (§750,000).

Dvvclaser ?ﬁw'Hos‘

Section 12.06. Exclusive Remedies. The respective indemnity
rights set forth in this section are intended to be the exclusive
monetary remedies of the parties in connection with this
Agreement and the transactions contemplated by this Agreement,
except that nothing in this Agreement shall limit in any way the
availability of specific performance, injunctive relief, or other
equitable remedies to which a party may otherwise be entitled.

ARTICLE XIII
OPERATION OF AGREEMENT

Section 13.01. Implementation. Each cof the parties agrees
and covenants promptly to execute and deliver, or cause to be
exgcuted and delivered, tc each of the other parties such
documents or instruments, in addition to those expressly required
by the Agreement to be executed and delivered, as any of the
cther parties may reasonably deem necessary or desirable to carry
out or implement any provision of the Agreement.

Section 13.02. Merger Provision. All prior or
contemporaneous agreements (including, without limitation, the
Letter of Intent”), contracts, promises, representations and
statements, 1f any, among the parties hereto as to the subject
matter herecf, are merged into this Agreement. This Agreement,
together with all agreements, sSchedules, Exhibits, documents and
other instruments to be attached hereto or delivered herewith
sets forth the entire understanding between the parties, and
there are no terms, conditions, representations, warranties or
covenants other than those contained herein and in such

agreements, Schedules, Exhibits, documents and other instruments
to be attached hereto or delivezed herewith.

Section 13.03. Amendment and Modification. No term or
provision of -the Agreement may be amended, released,. discharged
or modified in any respect except in writing signed by the party
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to be charged anz only tc the extent therein set forth.

Section 13.34. Waiver. {a} No waiver shall be deemed to be
made by any of the parties to any ¢f its rights hereunder unless
that waiver shall be in 2 writing signed by the waiving party and
only to the extant therein set forth.

(b)) No failure of any of the parties to exercise any
power given such party hersunder or to insist upon strict
compliance by any other party with its obligations hereunder, and
no custom or practice of the parties at variance with the terms
hereof shall constitute a waiver of the right of any party to
demand precise compliance with the terms of the Agreement.

Section 13.05. Notices. (a) All notices, consents, demands
or other ccmmunications raquired cr permitted to be given
pursuant to the Agraement shall be in writing and shall be deemed
sufficiently "given on (i) the day on which delivered personally
or by facsimile (with prompt confirmation by mail) during a
business day to the appropriate location listed as the address
below, (ii) thres business days after the-posting thereof by
United States registered or certified first class mall, return
receipt requested with postage and fees prepaid, or (iii) ocne
business day after deposit thereof for overnight delivery. Such
notices, consents, demands or other communications shall be
addressed respactively:

As to the Sellerx: Anita Stewart

-

/

Attrrr—iderPatriie—Ese. §>J
Patzik, Frank & Samemny’ Ltd. ‘"“"“)
150 South Wacker Drive

Chicago, Illinois 60605

Telecopy No.: (312} 557-8101

Attn: Alen fate 'k €. s AN

As to the Purchaser: Virgin Records of America, Inc.
338 Foothill Road
" Beverly Hills, California 90210
Attention: President
Telecopy No.: (310) 278-8818

with a ccpy tso:

1216097
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with & copv o Fischbach, Perlstein,
Lieberman & Yanny
1925 Centuryv Park East, Suite 1260
Los Angeles, Califoraia 96067
Attention: Bernard J. Fischbach
Telecopy No.: (310} 556-1956

or to any other address or telecopy number which such party may
have subsequently comrunicated to the other parties in writing.

{B) Except as otherwise provided in the Agreement, any
notice, ccnsent, depand cr other communication given hereunder
may be signed on behalf of a party by any duly authorized
representative c¢f that party.

Section_13.06. Successors and Assigns. Each and every
representation, warranty, covenant, agreement, indemnification,
and provision of the Agreement shall be binding upon and inure to
the benefit of and be enforceable by the respective successors
and assigns of the parties hereto. Except as otherwise expressly
provided herein, this Agreement may not be assigned by any party
hereto withcut the prior written consent of the cther parties
hereto. Any purdcrted assignment in violiation of this Agreement
shall be veoid,

ARTICLE XIV ,
CONSTRUCTION OF AGREEMENT

Section 14.01. Governing Law. The Agreement and any other
agreement entered into in connection herewith shall be governed
by, and construed under and in accordance with the laws of the
State of California zpplicable to contracts made and wholly to be
performed therein by residents thereof, without giving effect to
the conflict of laws principles thereof.

Sectién 14.02. Gender and Person. Wherever the context so
requires, the masculine pronoun shall include the feminine and
the neuter, and the singular shall inc¢lude the plural.

Section 14.03. Captions. The captions and the table of
contents appearing in this Agreement, are inserted only as a
matter of cenvenience and for reference and in no way define,
limit or describe the scope or intent of this Agreement or any of
" the provisions hereof.

Section 14.04. Savings Provision. If any term or provision
of this Agreement, the appiication thereof to any person, or
circumstance shall, to any extent, be invalid or uvneniorceable,

1216/97
cc/veaiwestwood/westwoodA. 7
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the remainder of the Agresment or the aprlication of such Zerm or
provisisn %o persons cr circumstances other than thcse as to
which it is held void or unenforceable, shall nct be affected
thereby, and each term and prevision ¢f the Agreement shall be
vzlid and pe enfaorced to the fullest extsnt permittad by law.

ARTICLE XV
MISCZLLANEQUS

Section 15.321. Survival of Representations and Warranties.
Except to the ex:ient set Iorth in Sectioen 1<.01, above, al.
statements, certifications, indemnifications, representations and
warranties made nereby by the parties to this Agreement and their
respactive covenants, agreements and obligations to be performed
pursuant to the {erms hereof, shall survive the consumrmation of
the transactions contemplated hereby for a period of two years
from the Closing Date, unless waived in wrlting, ro:withs.and;ng
any examiration oy or on benalf of any party nereto and
notwithstanding the ccnsummation of the transactions hereby
contemplarted.

. Section 15.02. Confidentialicy of Disclosures. Any
corporate information, records, documents, descriptions or other
disclosures of whatsoever nature or kind made or disclosed by any
of the parties to any of the other parties, or to the authorized
representative therecf, or learned or discovered by such other
party or by any representative thereof in the course of the
investigations pursuant to the consummation of the transactions
contemplated by the Agreemernt (whether prior to or after the date
of the executior of the Agreement) and nct known by or available
to the public at large, shall be received in confidence and none
of the parties nor any such authorized representative shall
disclose or make use of such information or authorize anyone else
to disclose or make use thereof without the written consent of
the other relevant parties hereto, except (a) as necessary to
consummate the transactions contemplated hereby or (b) as
compelled by judicial or administrative process or by other
requirements of applicable law including, in the case of the
Purchaser, any disclosure under federal securities laws;
provided, Lhowever, that in the case of any disclosure
contemplated pursuant to this clause (b), the par:ty seeling to
disclose such information shall give the other party or parties
reasonaple pricr written notice thnereof in order to afford such
other party or rarties reasonable opportunity to seek a
protective order or other limitation under such disclosure.

Section 15.9%3. Not used.

Section 15.04. Cumulative Rights and Remedies. The rights

1716497
co/vra/westwood/westwoodA. 7
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and remedies prcvided for in the Agreement are cumulative and in
additicn to, and shall rot restrict or limit, any other rights
and remedies available at law or in_equity.

Section 15.05. Consent to Jurisdiction. With respect to any
claim arising out of this Agreement, the Sellers irrevocably
submit to the jurisdiction of the courts of the State of
California and the United States District Court located in the
Central District of California (and of the appropriate appellate
courts thereof). In addition, both parties irrevocably waive any
objection which they may now or hereafter have to the laying of
venue of any action, suit or proceeding arising ocut of or
relating to this Agreement brought in such cocurts, irrevocably
waive any claim that any such action, suit or proceeding brought
in any such court has been brought in an inconvenient forum and
further irrevocably waive the right to object with respect to
such claim, action, suit or proceeding brought in any such court,
that such cdurt does not have jurisdiction over him or it, as the
case may be, or any other party hereto.

Section 15.06. Expenses. Each of the parties hereto shall

bear its own expenses associated with the negotiation and .

execution of the Agreement and the consummation of the u//

transactions contemplated hereby including, without limitation,

legal and accounting fees and expenses. ANifw'"%s fam(m? rre A,.-:,.uh

Povchoser Aus agread 1o paq Selors Jecu( crpimes ascocikbod wa/hl The negotrifiv’
Section 15.07. Not used. Axd Cxeculion of Mis Asremenl” aot o cheerd

: Thirly €t TAugend D sitars (9 38,800 .00 ,

Section 15.08. Third Parties. Other than the parties

hereto, no person shall have any rights under or to enforce any

. provision of this Agreement.

Section 15.09. Counterparts. The Agreement may be executed
in cne or more counterparts, each of which shall be deemed an
original and all of which taken together shall constitute a
single agreement.
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IN WITNESS WHEREQF, the undersigned have executed this
Agreement as of the 22nd day of December, 1997.

VIRGIN RECCRDS OF AMERICA, INC.

syt cdleer—

Name:
Title:

SELLER:

By:

Anita Stewart

12/16/97
co/vralwestwood/westwoodAL 7
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LAW OFF\CES

TiscHBACH. DeRRIATREIN 8) LiInbERMAN LLP

A LINITED LIABILITY PANTNERE MNP
INCUIDING A PROY TRAMONA)
AP A AWIPRTES Sl ity PRy ares ne

BEMNARD J. PISEHBAGH
momaks Js PEARTEIN
ROBENT M, LIEEERMAR®
OAVID B ROBENEAUM
CMMIBTIIFMICN DOREY
AANSEL &, PRAINBMAN
TEANE ke DIFAYWS
MAMRNEY, GOBPENRATH,
JAPFE & PEABKON LLE

A PREFEDDWMNAL. CORPRRATION

IBRS SENTVAY FARR

VIA FAX: (310) 3123788

Phil Davis, Esq.

Mitchell, Silberberg & Knupp
11377 W. Olymple Bivd.

Lo Angeles, CA : 90064-1683

Septernber 29,

02 ANOELEY. CALIFORNIA S008?

'
|

TELEPHONE
N1 MR-l ese
ikl —

TELEPFAR
M) gye-spy

a0 ROE-ON+

SUrTR ase

Re; Purchase of Castalisn Music Ll.cuyrmu Madin LLC ("Castaitan™)

Dear Phll.

Set forth below is:Virgin's proposal to acquire Ces

Stewart.

nllan and the services of Anita

Castalian, :

2. Purchase prics - Virgin would pay AS for suchlstock an amount equal to 8 times the
net eamings derived from Castalidn. The calclilation and basis of the purchase
prics would ba as set forth in peragraph 2.01 (B) of Virgin's agreemant with AS for
the purchase éf her stock In Westwood Promotions ("Westwood®), Again this would
ba based on & 5 year average. The purchase price wouki be-oappadatﬂa million.

3. Advanca/Castalien proft stream - We wouid piopo woltharndvas againat
the purchese price a sum of §1 million on sxedistion of in the alternativs Anita cowd
retain her profit streem on projests (other than hs Now Album project) on which she
is presently working. This would Include the néw projects that Polygram has
recently offorol AS. If she elects to take the pifit stream, then those 2amings
wwldmtbeindudedlnmma 88 price

4. Operation of Castalien/Becicoom functions — Al you know Virgin expacts that
Caestalisn will continue to oparate substantisily'ss s stand alone sutonomous
company. Forthe prasent time, however, Virgin will handie the backroom functions
(8.9. finance, royalty accounting, payment of bils; legal) for a small fes. However, it
would be our iiention to have Castaian employ the appropriate individuals to
actually handle thess functions. Virgin would then asstet In the management of
those functions without cherge.

ORIGINAL STAMPED -
IN RED
co/10°d  epiel 8, &2 dag LTOPIESDTE s @4

3506 O21Miud) T

Exhibit 1

HUEHOS 14 _
3D Ll 62768 QIATYIAE.A
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LAW OrFiEKS

FISCHBACH, FERLSTEIN & Lizsemaman LLP l

Phillip Davis, Eeq. |
Septsmber 28, 1003 3
Page 2

8. Compermation - AS will recaiva a salary of

employment sgreement would be 3 years.
6. Fulfiliment— Castalian will confinue to use od fulfiiment center pursuant
to the agreement recently negetisted batw n and Virgin.

. p AS in her own business, Virgin would
ask that AS aisign 10 us her intereet in her rigtts 1o future payments pursuant © hier

agreement with Virgin,
The above sre tha principal deal points. Please note that this offer Is subject to the
negotation and execution of formal agresments. | Plaace give me a call after you have
discussad this with Anlta, i ‘
. I
As = 3ide note Ken bammdypmudwlmw*-wmafm Now Record and
locks forward o comtinuing 1o work with Anita. ||
. Very truly, yours, '
&A/'
Bemard .| Fiaschbach
i
BJF/d)
cc:  Kon Bony
Ashiey Newion
Ray Coaper :
Ken Podersen -
Shelagh Macl.eod :
Susan Feingold
20/20°d gy:dt 8[5. 6Z dag z.tgvgsénu::xeg

HOHEHOST 4
(2 anud a%INlHd) 2 330g IBLEZIE 1V DGGY LSiL) c2/C3



N ’,':“‘:“:. m FUX I QMRRIT e

® v
tu‘mw m‘ Lievanman LLP
sope s e PCHIAT TH T i oo ey
ST Ao ADK NCTL3S. CaTRRNUA DO0RY -
SOISTNRATA, mi8) JON835e
’J.ﬂ a g
' Nm 1" 1m
| OR;
VIA FAX: (316) 312:3788 - G//}zg {5,
Phi Davis, Evq. REp “Ep
Miohall, m & Knupp

M PFurchues of Castalien Music LI.C/AResus Medis LLC ("Castalian”)
Dear Phik:

‘ mmmmmummc&wm
mmmwmuﬁumd&dhwm%hm
farth are tha principal ierms and conditions agreed by the pastive.

1. Custellan = AB would sell 1o Virgin all of the lssusd and outstanding stock of

E

2 m:u mmmuummmmmmmu
average annusl nat eemings darived from Caslalian. The onlouistion and basis of
ummmu-mwhmm m«m

wih AS for the purchess of
PM‘ A’oﬂsﬂwﬂhhﬂu ll!llrm Tuow

(2,528,000) Dollars, then Vigin m bunmm mw-
mhmmmm One Millon ($1,000,000)

3 MM Just o Closing (s definad below) AS would have the dght s
cuﬂ:rﬁkmuézulm-wmtm?r
Mummum wwlmmmm

a client to be expandad on medis, sdvertsemanta, markeling, eis, Further A8 -
ba

HEARING EX. D ' 2
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FiISCHBACH, PERLITEIN & Lusirman LLP

Philp Davie, Eeq.
November 10, 1868
Page 2

4,

9

Projeci following the Closing en overhaad fee of 3% would be impuind for use of
Caxinfian’s 0arvices in the coliacion or handing of any monies thet setrue

Oparation of Costalian = A2 you know Virgin enpeats that Castalian will continus 1o
mwum’:mmm lnlld Mwl
MOMMMhh

budget for the firat Al fecal year of

Mwlll.
T L T :.“’sv o

in dus coures). mﬁlm mmu m
Mnh .MM“MM
ot TV mu—-mumuuum mmm'
mmmﬁmﬁw&m-w wm«w
olher EMI company. Other than that, AB would be Gee (o aperats har company,

Backroom Functions - Virgin wit, st Casiafian's request, payvoll, snan
resources 8nd acoounting funclions for Castalian for 8 fea of dnﬂm
However, & would be our intention & heve Ousinlian employ the approprisle
lmhmmmm Vigin wouid then asslet In the
managemant of thase fincilions willioit charga. .

Companuation - AS will recaive a salery of pwyowr. The isen of her
wwﬂh!m hMManma
the end of flscal yesr in the svant that the Weslvood

X Amwum-mmmnwrmm
Centor ma & direct reaull of AB' efftrts (We will | mﬂmmmm
in sddition to the sbove AS Would receive an auln afowinos of Seven Hundmd and
Filty (§780.00) per month during the tamm of her smployment.

Fullimant - Castaliagn will continue to uss the Westanod's uifliment centsr
purauanm © the agreemsnt recenily negotisted balwean Castatian and Virgin,

gt e LMoo il
agreament with Virgi in connection with aﬂ o her

Software Sysiems ~ As wa dlacusead Virgin will aseure A8 and obiain her approval

-
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FISCHBW FOX sIIAARMASL

aw Qreass

FiscHeACH, PEALSTEIN B Limanman LLP
* Philip Davis, Esq.

November 18, 1008
Page 8

prior 10 Closing of tha softwere systems ta ba used by Castallan following the

sharshokiing in Castalian to Polyp
negotiaied bebween Virgin and

11.Virgin Product ~ Virgin will agres 10 axiuaively run its wholly owned shart form

~ MMW mh"‘:nmlmdm )gin do a stand
slone wilh a artist

be highly uniikely),

10. Polygram Racords - would to offer up to th nwtoﬁh
o WM"‘FM::: sema Wil be

refused 10 use Caslalion, fhis would

12. Termination - Virgin would have the right to lsrminale AB' employmant agresment
and has right to receive the purchass paysbie st the axpiration of the Torm
aun?ﬁmmmmmﬂwmmmm«

1&m-mumr&m¢mmmammum
by Viegin will not aany an interast factor in detarmining the svarage annual nat
samings for purpases of computing the Purchase Prics.

14. Closing Dais -~ Virgin would be agreesbie ©© closing tha dast sfter Jan B, 1089,
Virgin would iille 9 9ot the agreement done now snd set up a dasing for after the
nnmm%whhmx o we

The sbove are the principal deal peints. As | mentioned shove we will b back to
nesd wask with the missing numbers in peragraph 8. Plesss note that Kan has

me to forward this 10 you without hig review being that he le out of fown and
T o ey changes be M e Putoor e ca s oot e
negotistion and execution of formal agreements. ]

Plesse ghw me a call after you have discussed this with Ankta.

V-v?;mn.

Bernard J. Fischbach

T
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EMPLOYMENT AGREEMENT

This Employment Agreement ("Agreement") is entered into as of this 7* day of
September, 1999 by and between Castalian Music, LLC ("Company") and Anita Stewart
("Executive"), in connection with Company's engagement of Executive's personal services as
President of Company.

1. EMPLOYMENT; DUTIES AND ACCEPTANCE:

(a  Employment by Company.

Company hereby engages Executive and Executive hereby agrees to
prowde to Company and the Affiliate (as defined below) her full-time services as Company’s
President on the terms and conditions of this Agreement. In addition Executive shall be
President of Abacus Media, LLC (hereinafter referred to as the "Affiliate”). In such capacity
Executive will report directly to, and serve only under the direction of the Executive Vice
President of Virgin Records America, Inc. ("VRA"), Company’s parent, or such other
executive(s) , of equal or higher rank, designated by VRA during the Term hereof. Company
may not engage any person to serve in a more senior capacity than Executive. Executive shall do
and perform all services, acts or things customarily performed by presidents of companies which
are necessary or advisable to manage and conduct the businesses of Company, subject always to
the policies set by the Board of Managers of the Company and the Approved Budgets (as such
term is defined below). Throughout the Term of this Agreement Executive shall devote her full

- working time and energy exclusively to performing the services and duties of her employment

hereunder to the best of her ability and utilizing all of her skills, experience and knowledge; and
Executive shall not engage in or participate in the operation or management of, or render any
services to, any other business, enterprise or individual, directly or indirectly; provided that ‘
Executive shall have the right to perform non-professional type services (such as for charities or
the like) provided further that such non-professional services or duties do not materially interfere
with Executive’s duties hereunder and provided that Executive’s duties and obligations
hereunder shall always take priority.

()  Acceptance of Employment by the Executive.
The Executive accepts such employment.

(¢)  Location of Employment.

Executive shall render her services only at Company's present offices in the Santa

Monica, California or such other offices as to which Execute consents, which consent shall not

be unreasonably withheld, provided, such offices will not be within the offices of VRA unless
May 23, 1999
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Executive consents to same.
2. TERM:

The term of Executive's employment hereunder shall be for a period commencing
as of the date full execution of this Agreement and ending on September 6, 2006 (the "Term")
unless sooner terminated pursuant to Paragraph 8 hereof ("Termination Paragraphs™). It is
understood and agreed that Company shall have no obligation to either renew this Agreement, or
extend the Term.

3. COMPENSATION AND BENEFITS:
(@  Salary.

Company shall pay to Executive during the Term, a salary (the "Annual
Salary") at the rate of not less than Three Hundred Thousand ($300,000) Dollars per annum.
Executive's Annual Salary shall be payable in twenty-four (24) approximately equal semi-
monthly payments per year, one (1) each on the fifteenth (15th) and the last day of each month
during the Term. Such salary shall be less such deductions as shall be required to be withheld by
applicable law and regulations and shall be pro-rated for any period that does not constitute a full
twelve (12) month period.

() Yearly Bonuses. Commencing with the First Computation Year (as such term
is defined below) and thereafter for each Computation Year (as such term is defined below)
throughout the remainder of the Term, Executive shall also be entitled to the following bonuses
(the “Yearly Bonuses”) (you shall have the right to audit and examine Company’s books and
records in connection with such Yearly Bonuses as set forth in paragraph B of Exhibit “A”
attached hereto):

(i) (A) a sum (the “Earnings Bonus™) equal to 25% of Pretax Net Earnings
(as such term is defined below) in excess of Three Million Four Hundred Thousand ($3,400,000)
Dollars and not exceeding Six Million ($6,000,000) Dollars in any Computation Year; and (B) a
sum equal to 20% of Pretax Net Eamings in excess of Six Million (3$6,000,000) Dollars in any
Computation Year,

(B) Any such Earnings Bonus shall be payable within 90 days after the
end of the applicable Computation Year in which it is earned.

(ii)  the following sums:
(A) on Net Sales through Normal Retail Distribution Channels (as

such term is defined below) in the United States of Albums released by any Company owned and -
controlled by any EMI Company (as such term is defined below) containing solely master

‘May 23, 1999

cc/vra/castalian/stewart.7



recordings owned, controlled or licensed by an EMI Company which Albums were initially
marketed by Company through television advertisements, Twenty Five Cents ($0.25) per net unit
sold and not returned (the “EMI/Virgin Retail Sales Royalty™), computed and paid as set forth in
paragraph A of Exhibit “A” attached hereto.

(B) on Net Sales through Normal Retail Distribution Channels in
the United States of a NOW Album (as such term is defined below) released by the NOW
Venture (as such term is defined below) which was initially marketed by Company through
television advertisements, a number of cents per net unit sold and not returned (the “NOW
Venture Retail Sales Royalty”) which shall be VRA’s pro-rata share of $0.20 calculated by
multiplying VRA’s percentage partnership interest in the respective NOW Album by $0.20.

Such NOW Venture Retail Sales Royalty shall be computed and paid as set forth in paragraph A A

of Exhibit “A” attached hereto.

(iii) Three Cents ($.03) per net unit sold and not returned (the “Westwood
Fulfillment Royalty”) on sales processed by the Westwood Fulfillment Center (as such term is
defined below) during the applicable Computation Year on behalf of any Directed Company (as
such term is defined below) paid as set forth in Paragraph B.1 of Exhibit “A”. Any such
Westwood Fulfillment Royalty shall be payable within 120 days after the end of the applicable
Computation Year in which it is earned.

(iv)  With respect to the Westwood Long Form Catalogue (as defined
below), provided that Company actually undertakes the marketing of the Westwood Long Form
Catalogue, Company shall pay Executive an amount equal to twenty (20%) percent of the “Net
Profits”(as such term is defined below) derived by Westwood from the Westwood Long Form
Catalogue (the “Westwood Long Form Profit Share™) during each Computation Year. In
computing Net Profits, losses from Computation Years prior to September 7, 1999 shall not be
carried forward to the Computation Year in question, but losses from Computation Years
commencing with the First Computation Year shall be carried forward to the Computation Year
in question. Any such Westwood Long Form Profit Share shall be payable within 90 days after
the end of the applicable Computation Year in which itis earned.

(v)  Notwithstanding the foregoing in Paragraphs 3(a) and (b) above to
the contrary, in no event shall Executive’s annual compensation (including both Executive’s
Annual Salary and Yearly Bonuses {exclusive of the Westwood Long Form Profit Share})
exceed Two Million ($2,000,000) per Computation Year.

(c) Incentive Bonus: In addition to the amounts set forth in Paragraphs 3(a) and (b),
above, Company shall pay to Executive the following amounts (the "Incentive Bonus") less the
amounts set forth in Paragraphs 3(c)(ii) below (you shall have the right to audit and examine
Company’s books and records in connection with such Incentive Bonus as set forth in paragraph
B of Exhibit “A” attached hereto):

May 23, 1999
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(i) Such Incentive Bonus shall be calculated as follows:

(A) a sum equal to sixty (60%) percent of the average annual Pretax Net
Earnings derived by Company during the four (4) Computation Years commencing September 7,
1999 and ending August 31, 2003 or such shorter period, as provided in Paragraph 3(c)(iii),
below (the "First Tranche Average Annual Pretax Net Earnings"), multiplied by a factor of eight
(8) (the "First Tranche Incentive Bonus"), provided that (A) for purposes of calculating the First
Tranche Incentive Bonus, the Pretax Net Earnings for any Computation Year shall not exceed
Three Million Four Hundred Thousand ($3,400,000) Dollars, and (B) the First Tranche Incentive
Bonus shall not exceed Twelve Million Six Hundred Thousand ($12,600,000) Dollars; and

(B) a sum equal to forty (40%) percent of the average annual Pretax Net
Earnings derived by Company during the three (3) Computation Years commencing on
September 1, 2003 and ending August 31, 2006, or such shorter period, as provided in Paragraph
3(c)(iii), below, multiplied by a factor of eight (8) (the "Second Tranche Incentive Bonus"),
provided that (A) for purposes of calculating the Second Tranche Incentive Bonus, the Pretax Net
Earnings for any Computation Year shall not exceed Three Million Four Hundred Thousand
(83,400,000) Dollars, and (B) the Second Tranche Incentive Bonus shall not exceed Eight
Million Four Hundred Thousand ($8,400,000) Dollars.

. (C) The Incentive Bonus shall be paid as follows: (1) the First Tranche
Incentive Bonus, less Four Million Dollars ($4,000,000) (the "Four Million Dollars") and any
Advances (as such term is defined below), shall be paid to Executive within 90 days following
August 31, 2003; and (2) the Second Tranche Incentive Bonus, less that portion of the Advances,
if any, and Four Million Dollars, not set off against the First Tranche Incentive Bonus, if any,
shall be paid within 90 days following August 31, 2006.

(D) Company shall recalculate the Incentive Bonus ("Recalculated Incentive
Bonus") one (1) year after the end of the Computation Year in which this Agreement is expires in
order to reconcile the reserves held in the original calculation of the Incentive Bonus, and if the
Recalculated Incentive Bonus is greater or less than the Incentive Bonus calculated as provided
in this paragraph 3(c), then the following shall occur: (x) if the difference is greater then such
difference shall be paid to Executive within thirty (30) days following such recalculation; and (y)
if the difference is less then such difference will be paid to Company within thirty (30) days
following Company'’s notification to Executive showing such recalculation.

(ii) With respect to each Target Computation Year (as such term is defined
below) in which Pretax Net Earnings equal or exceed Two Million One Hundred Thousand
($2,100,000) Dollars, if any, Company shail pay to Executive as advances ("Advances")
recoupable against the Incentive Bonus a sum equal to One Million (§1,000,000) Dollars. The
Advances, if any, shall be payable within 90 days following the end of the Computation Year in
which such Advance was earned.

May 23, 1999
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(iii) Notwithstanding anything in the foregoing to the contrary but subject to
paragraph 8(f):

(A) In the event of termination of this Agreement by Company for cause
pursuant to Paragraph 8(b) hereof or termination of this Agreement by Executive without cause,
Executive shall be entitled to retain all Advances or Incentive Bonuses that have previously been
paid to her hereunder. Executive in such event shall not be entitled to any further Advances.
Further, Executive's Incentive Bonus in such event shall be calculated as specified below and not
as provided in paragraphs 3(c)(i) and (ii):

(1) If such termination occurs between September 1, 2003 and August 31,
2004 Executive shall not be entitled to the Second Tranche Incentive Bonus.

(2) If such termination occurs after December 1, 2000 but prior to
September 1, 2003, then such Incentive Bonus shall be calculated as follows: (a) determine the
average Computation Year Pretax Net Earnings derived by Company from commencement of the
First Computation Year through the end of the last Computation Year immediately preceding
Executive’s termination; (b) multiply the result of (a) or Three Million Four Hundred Thousand
($3,400,000) Dollars, whichever amount is the lesser, by 8; (c) multiply the result of (b) or
Twenty-one Million ($21,000,000) Dollars, whichever amount is the lesser, by a fraction the
denominator of which is seven (7) and the numerator of which is the number of Computation
Years which have elapsed from September 7, 1999 through end of the last Computation Year
immediately preceding the Executive’s termination; (d) then deduct Four Million ($4,000,000)
Dollars and any Advances from the result of (c). Company shall pay to Executive, such
Incentive Bonus within 90 days following the date of Executive’s termination.

(3) If such termination occurs after August 31, 2004 but prior to August 31,
2006, then such Incentive Bonus shall be calculated as follows: (a) determine the average
Computation Year Pretax Net Earnings derived by Company from commencement of the First
Computation Year through the end of the last Computation Year immediately preceding
Executive’s termination; (b) multiply the result of (a) or Three Million Four Hundred Thousand
(83,400,000) Dollars, whichever amount is the lesser, by 8; (c) multiply the result of (b) or
Twenty-one Million ($21,000,000) Dollars, whichever amount is the lesser, by a fraction the
denominator of which is seven (7) and the numerator of which is the number of Computation
Years which have elapsed from September 7, 1999 through end of the last Computation Year
immediately preceding the Executive’s termination; (d) then deduct the First Tranche Incentive
Bonus and any part of Four Million ($4,000,000) Dollars and any Advances which have not
previously been set off against the First Tranche Incentive Bonus from the resuit of (c).
Company shall pay to Executive such Incentive Bonus within 90 days following the date of
Executive’s termination.

(B) In the event of the termination of this Agreement pursuant to Paragraph 8(a) .
hereof (collectively a "Termination Event"):
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(1) before September 1, 2003, the Incentive Bonus shall be calculated as
follows: (a) determine the average monthly Pretax Net Eamnings derived by Company from
September 7, 1999 (for purposes of this calculation September 7, 1999 through September 30,
~ 1999 shall be deemed to be one (1) month) through the end of the month in which such
Termination Event occurs; (b) multiply the result of (a) by twelve (12); (c) multiply the result of
(b) or Three Million Four Hundred Thousand ($3,400,000) Dollars, whichever amount is the
lesser, by 8; (d) multiply the result of (c) or Twenty-one Million ($21,000,000) Dollars,
whichever number is lower, by a fraction the denominator of which is eighty-four (84) and the
numerator of which is the number of months which have elapsed from September 7, 1999
through end of the month in which the Termination Event occurs; () then deduct Four Million
($4,000,000) Dollars and any Advances from the result of (d). Company shall pay to Executive,
or to Executive's estate, as applicable, such Incentive Bonus within 90 days following the
Termination Event.

(2) after August 31, 2003, the Incentive Bonus shall be calculated as
follows: (a) determine the average monthly Pretax Net Earnings derived by Company from
September 7, 1999 (for purposes of this calculation September 7, 1999 through September 30,
1999 shall be deemed to be one (1) month) through the end of the month in which such
Termination Event occurs; (b) multiply the resuit of (a) by twelve (12); (c) multiply the result of
(b) or Three Million Four Hundred Thousand ($3,400,000) Dollars, whichever amount is the.
lesser, by 8; (d) multiply the result of (cj or Twenty-one Million ($21,000,000) Dollars,
whichever number is lower, by a fraction the denominator of which is eighty-four (84) and the
numerator of which is the number of months which have elapsed from September 7,1999 through
end of the month in which the Termination Event occurs; (e) then deduct the First Tranche
Incentive Bonus and any part of Four Million ($4,000,000) Dollars and any Advances which
have not been previously been set off against the First Tranche Incentive Bonus from the result
of (d). Company shall pay to Executive, or to Executive's estate, as applicable, such Incentive
Bonus within 90 days following the Termination Event. .

(C) Inthe event of termination of this Agreement by Company without cause
(as such term is defined in Paragraph 8(c), below) or termination of this Agreement by Executive
for cause as set forth in Paragraph 8 (d), below, then Company shall calculate the Incentive
Bonus as follows:

(1) if such termination occurs prior to August 31, 2003 then such
Incentive Bonus shall be calculated pursuant to paragraphs 3(c)(i)(A) and (B) but modified as set
forth below: (a) the average Computation Year Pretax Net Earnings shall be calculated as at the
expiration of the Computation Year in which such termination occurs (the "Termination
Computation Year"); (b) the First Tranche Incentive Bonus shall be based on 100% of such
amount as opposed to 60% of such amount; (c) such Incentive Bonus shall not exceed Twenty-
One Million Dollars ($21,000,000) as opposed to Twelve Million Four Hundred Thousand
Dollars ($12,400,000); and (d) such Incentive Bonus shall be paid within ninety (90) days
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following the expiration of the Computation Year in which such termination occurs.

(2) if such termination occurs after August 31, 2003 then such
Incentive Bonus shall be calculated pursuant to paragraphs 3(c)(i)(A) and (B) except the average
Computation Year Pretax Net Earnings shall be calculated as at the expiration of the
Computation Year in which such termination occurs and such Incentive Bonus shall be paid
within ninety (90) days following the expiration of the Computation Year in which such
termination occurs.

(D) Company shall recalculate the Incentive Bonus ("Recalculated Incentive
Bonus") as outlined in Paragraphs 3(c)(iii}(A),(B) and (C), above, one (1) year after the end of
the Computation Year in which such termination occurs in order to reconcile the reserves held in
the original calculation of the Incentive Bonus pursuant to Paragraphs 3(c)(iii}(A),(B) and (C),
and if the Recalculated Incentive Bonus is greater or less than the Incentive Bonus calculated as
provided in paragraphs 3(c)(iii}(A),(B) and (C), then the following shall occur: (x) if the
difference is greater then such difference shall be paid to Executive within thirty (30) days
following such recalculation; and (y) if the difference is less then such difference will be paid to
Company within thirty (30) days following Company’s notification to Executive showing such
recalculation.

4, PARTICIPATION IN EXECUTIVE BENEFIT PLANS, VACATION,
AUTOMOBILE ALLOWANCE, EXPENSES:

(a).Fringe Benefits,

Executive shall during the Term participate in any group life, medical,
hospitalization, dental, and disability plans, the Deferred Compensation Plan, the 401(k) Solid
Gold Plan (after one (1) year of employment) pursuant to the rules set forth in each of such plans,
each in accordance with the terms and conditions of such plans (collectively referred to herein as
"Fringe Benefits"). :

()  Vacation. -

Executive shall accrue, in addition to sick days and days in which
Company is closed, paid vacation days at the rate of 1.66 days per month up to 2 maximum of
twenty (20) work days. Under no circumstances can Executive accrue more vacation than twenty
(20) work days (the "Ceiling"). Thus, once the maximum amount of paid vacation time is
accrued or eamed, no further vacation time is accrued or earned until after vacation is taken and
the amount of Executive's accrued vacation time goes below the Ceiling as stated above. At that
point, Executive will start to accrue vacation time again until Executive reaches the Ceiling.

(c) Automobile Allowance.
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Company shall provide Executive with an automobile allowance of Twelve Hundred (§1200)
Dollars per month and Company will pay for Executive’s parking at the building in which
Company’s office is located.

(d)  Expenses.

Following Executive's submission of her expenses to Company together
with any accompanying receipts for same as required by Company, Company will promptly
reimburse Executive for actual and reasonable expenses for travel and accommodation costs,
entertainment and other business expenses incurred as a part of discharging the Executive's
duties hereunder.

5. OPERATION OF COMPANY: (a) Company is presently engaged in the business of
selling compilation albums directly to consumers through mail order or telephone orders via
television advertisement ("DRTV") of such albums (herein such albums sold in such manner
shall be referred to as “DRTV Albums”) (herein such business and any business that the
Company engages in during the Term shall be hereinafter referred to as the “TV Album
Business"). Company shall be operated by Executive subject to the Approved Budget, and EMI
business guidelines and further consistent with the mutually approved business plan which is
attached hereto as Exhibit "B". It is understood by the parties that during the Term all of EMI’s
TV marketed (as such term in defined below) DRTV Albums (“EMI DRTV Albums”) will be
handled by Company unless a particular Artist whose performance is embodied on any proposed
EMI DRTV Album objects or Executive refuses to so market any DRTV project (which
Executive may only refuse to do based on her good faith business judgment that such DRTV
project would not be profitable for Company). Company shall have the right to list on its
internet website (1) its telephone number, postal address or ¢-mail address for telephone, mail or
electronic mail orders, as applicable, of EMI DRTV Albums, and (2) the EMI DRTV Albums.

(b) Further, Company shall have the right to market by means of television
advertising (“TV market” or “TV marketed'”) Albums from other reccrd companies of
Executive’'s own choice. In ehoosing such projects Executive shall take into consideration the
type of DRTV Albums that Company is distributing for an EMI Company provided her decision
to take such project shall be hers alone.

(c) Executive shall not have the right to cause Company to TV market more than
fifty-two (52) different (herein “Album Slots”) new DRTV Albums per Computation Year, of
which twenty (20) shall be DRTV Albums containing solely master recordings owned, controlled
or licensed by an EMI Company (“EMI Albums”); provided if VRA chooses not to TV market
twenty (20) EMI Albums during any Computation Year then Executive may use such unused
Album Slots for other DRTV Albums; provided that at such point in time during any
Computation Year that VRA is aware that it will not use all such twenty (20) Album slots, then
VRA shall so notify Company of such fact and provided further that any failure by VRA to so
notify Executive shall not be deemed to be a breach of this Agreement.
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(i) Notwithstanding the foregoing, in the event that Executive causes
Company to purchase media only, at VRA's request, for an EMI Album that is not an EMI
DRTV Album, such EMI Album shall not be included as one of the foregoing twenty (20)
Album Slots.

(ii) In the event that Executive causes the Company to TV market more
than thirty two (32) Albums (“Excess Albums™) that are not EMI Albums, then fifty (50%)
percent of any net earnings from each Excess Album shall not be included in Pretax Net
Eamnings.

(d) Executive shall not cause Company to TV market any Album which is a
Current Pop Hits Compilation (as such term is defined below) other than the “Now” series of
compilation albums; provided that Executive may cause Company to TV market other hits type
compilation Albums so long as Executive does not exceed the limit on new DRTV Albums for
any Computation Year set forth above. Any such Now Album shall not be decmed to be an EMI
DRTV Album.

{e) During the term of this Agreement, Company shall exclusively use
Westwood’s Fulfiliment Center pursuant to the agreement dated July 1, 1998 between Company
and VRA. The term of such aforementioned agreement shall be shall be extended to coincide
with the Term hereof.

(f) Executive may cause the Company to produce and finance not more than three
(3) Long Form Projects every two (2) Computation Years (“Set of Long Form Projects™) during
the Term, provided that (x) the cost of each such Long Form Project shall not exceed the normal
and customary cost.of long form television infomercials of the same type; (y) the Long Form
Projects shall be subject to budget approvals as set forth in the second sentence of Paragraph
.5(a); and (z) if any Set of Long Form Projects loses money, then any such further Set of Long
Form Projects shall be subject to the approval of VRA.

(g) Exhibit “C” attached hereto sets forth the operating budget for Company for
the First Computation Year. For subsequent Computation Years Executive shall submit to VRA
for its written approval at times and in a form directed by VRA, an operating budget for
Company for the upcoming Computation Year. In the event that Executive and VRA disagree as
to any item of the proposed operating budget for such upcoming Computation Year, the
operating budget for the immediately preceding Computation Year, except with respect to non-
recurring items, shall be increased by five (5%) percent and otherwise govern with respect to
such item, with a pro-rata adjustment for the difference between the number of Albums budgeted
for such upcoming Computation Year and the immediately preceding Computation Year (the
budget set forth in Exhibit “C” and the budgets for subsequent Computation Years are
collectively referred to as the “Approved Budgets™). Notwithstanding anything contained in this -
subparagraph 5 (g) to the contrary, Executive shall have the right in any Computation Year to
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move up to twenty (20%) of the of the monies funded for any particular item in an Approved
Budget to another item in the Approved Budget for such Computation Year so long as the
amount approved to be spent in any such Approved Budget is not thereby increased.

(h) Loans to Company. Other than the Initial Loan (as such term is defined below)
in the event that Company borrows money from VRA or any of its affiliates, Company will be
charged interest by VRA or any of its affiliates at the normal and ordinary interest rates charged
by VRA or its affiliates on loans to its subsidiaries, parents or affiliates, not to exceed two
percent (2%) over the "prime" or "reference" rate announced from time to time by City National
Bank at its principal office in Beverly Hills, California or the maximum rate permitted by law, if
less, with adjustments to be made retroactive to the date of the announcement of such change of
rate. At Executive’s option, VRA shall loan the Company during the Term up to One Million
Five Hundred Thousand ($1,500,000) in the aggregate (the “Initial Loan™). Such loans for the
Initial Loan shall be made to Company as requested by the Executive and so long as such
requests are in conformity with the Approved Budget For the sake of clarification, any amounts
repaid to VRA of such Initial Loan may be borrowed again by Company provided that in no
event shall any outstanding loan from Company to VRA exceed One Million Five Hundred
Thousand ($1,5000,000). All such money to be borrowed by Company during any Computation
Year shall be reflected in the Approved Budget for the Computation Year in which such money
is loaned.

(i) Company Board of Managers. During the Term, an operating board (the
“Board™) shall be created for Company. The Board shall consist of three (3) individuals.
Executive shall occupy one (1) of the seats on the Board. The individuals to fill the remaining
two (2) seats shall be selected by VRA subject to the following procedure. VRA shall for each
Board seat propose two (2) individuals and Executive shall have the right to sclect one (1) of
such two (2) individuals. The individual designated by Executive shall sit on the Board until
removed, if ever, by VRA. If VRA removes such individual the above procedure shall be
repeated to fill such vacancy. Executive and VRA agree that John Wooler and Ken Pedersen
shall be VRA’s initial designees as Board members.

(j) If VRA is contractually able, VRA shall assign to Company all merchant
accounts owned as of September 7, 1999 by Westwood. If VRA is not able to able to assign
such account to Company, then it will assist Company in obtaining such merchant accoummt at no
cost to Company.

(k) For as long as Executive remains employed by Company, and provided that
Company actually undertakes the marketing of the Westwood Long Form Catalogue, VRA
agrees to cause Westwood, in connection with Company’s marketing of the Westwood Long
Form Catalogue, to pay Company the sum of Eighty Five Thousand Dollars (385,000} on a
quarterly basis in the amount of Twenty-One Thousand Two Hundred and Fifty Dollars
(521,250) per quarter during the first year after Closing, the sum of Sixty Thousand Dollars
(860,000) on a quarterly basis in the amount of Fifteen Thousand Dollars ($15,000) per quarter
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during the second year after Closing, and the sum of Forty Thousand Dollars ($40,000) on a
quarterly basis during the third year after Closing, to cover certain Company overhead expenses
in connection with marketing the Westwood Long Form Catalogue.

6. CERTAIN COYENANTS OF EXECUTIVE:

Without in any way limiting or waiving any right or remedy accorded to
Company or any limitation placed upon Executive by law, Executive agrees as follows:

(@ - Nen-Solicitation.

During the duration of Executive’s employment and for one (1) year
thereafter, the Executive shall not, directly or indirectly, (i) hire solicit, or encourage to leave the
employment of any Protected Company, any of the respective cmployees of any Protected
Company (each, a "Protected Employee™), or knowingly participate in any such discussions with
any such Protected Employee regarding the possibility of his or her employment by any entity
other than any Protected Company, or the possibility of such Protected Employee terminating his
or her employment with any Protected Company, or (ii) hire any Protected Employee who has
left the employment of any Protected Company within one (1) year after the termination of such
Protected Employee's employment with any Protected Company, unless such employee was
dismissed by any Protected Company without cause and other than clerical and similar
employees (collectively such period shall be referred to as the “Restricted Periods™).
Notwithstanding the foregoing to the contrary, if at any time during the Restricted Periods,
neither Company nor any of its subsidaries, affiliates or parent companies are involved or
engaged in the TV Album Business (as such term is defined above), then after such point in time
this provision and the Restricted Periods will be deemed waived by Company.

() . Confidential Information.

The Executive agrees that neither during the Term nor during the
Restricted Years (as such term is defined below) after the expiration or termination of the Term
the Executive shall not (i) disclose to any person, firm, or corporation not employed by any
Protected Company or not engaged to render services to any Protected Company or (ii) use for
the benefit of herself, or others, any confidential information of any Protected Company obtained
by the Executive during the Term or any time thereafter, including, without limitation, "know-
how" trade secrets, details of supplier's, manufacturer's or distributor's contracts, pricing policies,
financial data, operational methods, marketing and sales information or strategies, product
development techniques or plans or any strategies relating thereto, technical processes, designs
and design projects, and other proprietary information of any Protected Company; provided,
howeyer, that this provision shall not preclude the Executive from (x) upon advice of counsel,
making any disclosure required by any applicable law or (y) using or disclosing information
known generally to the public (other than information known generally to the public as a resuit of-
any violation of this Paragraph 6(b) by or on behaif of the Executive). Notwithstanding the
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forgoing to the contray, this paragraph 6 (b) shall not apply to any “know-how”, details of
suppliers, manufacturers or any knowledge regarding the marketing of Albums by television
which was within Executive’s knowledge prior to her executing this agreement.

(c)  Property of Company.

Any interest in copyrights, copyright applications, musical compositions,
Masters, patents, patent applications, records, slogans, developments and processes which the
Executive, during the Term, may develop relating to the business in which the Company may
then be engaged and any memoranda, notes, lists, records and other documents (and all copies
thereof) made or compiled by the Executive or made available to the Executive conceming the
business of any Protected Company shall belong and remain in the possession of any Protected
Company, and shall be delivered to the Company promptly upon the termination of the
Executive's employment with Company or at any other time on request, Notwithstanding the
foregoing to the contrary, the foregoing shall not apply to Executive’s telephone and address
book.

7. OTHER PROVISIONS;

(a)  Rights and Remedies Upon Breach.

If the Executive breaches, or threatens to commit a breach of, any of the
provisions of Paragraph 6. hereof (the "Restrictive Covenants”), the Company shall, subject to
Executive’s right to cure such breach or anticipated breach as provided in Section 8(b)(iii), have
the following rights and remedies, each of which rights and remedies shall be independent of the
other and severally enforceable, and all of which rights and remedies shall be in addition to, and
not in lieu of, any other rights and remedies available to the Company at law or in equity.

(i)  Specific Performance. |

The right and remedy to seek to have the Restrictive Covenants
specifically enforced by any court having equity jurisdiction.

(i)  Accounting.

The right and remedy to require the Executive to account for and pay over
to the Company all compensation, profits, monies, accruals, increments or other benefits
(collectively "Benefits") derived or received by the Executive as a result of any transactions
constituting a breach of any of the Restrictive Covenants, and the Executive shall account for and
pay over such Benefits to the Company.

(b)  Severability of Covenants.
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If any court determines that any of the Restrictive Covenants, or any part
thereof, is invalid or unenforceable, the remainder of the Restrictive Covenants shall not thereby
be affected and shall be given full effect, without regard to the invalid portions.

© Blue-Pencilling.

If any court construes any of the Restrictive Covenants, or any part
thereof, to be unenforceable because of the duration or geographic scope of such provision, such
court shall have the power to reduce the duration or scope of such provision and, in its reduced
form, such provision shall then be enforceable.

(&)  Enforceability in Jurisdictions.

The parties intend to and hereby confer jurisdiction to enforce the Restrictive
Covenants pursuant to the dispute resolution procedure set forth paragraph 11.2. If the courts of
any one or more of such jurisdictions hold the Restrictive Covenants unenforceable by reason of
the breadth of such scope or otherwise, it is the intention of the parties that such determination
not bar or in any way affect Company's right to seek the relief provided in this Paragraph 6 in the
courts of any other jurisdiction within the geographical scope of such Restrictive Covenants, as
to breaches of such Restrictive Covenants in such other respective jurisdictions, such Restrictive
Covenants as they relate to each jurisdiction being, for this purpose, severable into diverse and
independent covenants,

8. TERMINATION:

(@)  Temmination Upon Death or Disabili

If during the Term, Executive should (i) die or (ii) Executive becomes so
physically or mentally disabled whether totally or partiaily, that Executive is unable to perform
the duties, functions and responsibilities required hereunder for (aa) a period of two (2)
consecutive months or (bb) shorter periods aggregating to three (3) months within any period of
twelve (12) months (*Disability™), then in such event, Company may, within six (6) months
thereafter, by written notice to Executive, terminate Executive's employment hereunder.
Executive agrees to submit to reasonable medical examinations upon the request of Company.
The existence of Executive's disability for the purposes of this Agreement shall be determined by
a reputable physician selected by Company and approved by Executive (which approval
Executive shall not unreasonably withhold) who is experienced in the relevant field of medicine,.
If Executive's services are terminated, as aforesaid, Executive or the designated beneficiary of
Executive, shall be entitled to receive (in addition to the Incentive Bonus as provided in
paragraph 3(c)(iii)(B)) Executive's base salary and Yearly Bonuses eamned through the date of
termination (provided that the Earnings Bonus, if any, shall be calculated as at the end of the
month preceding the month in which Executive is terminated), if any, and accrued automobile
allowance and unused vacation (hereinafter collectively referred to as "Fringe Benefits"), if any,
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earned through the date of termination.

(b)  Termination by Company for Cause.

® Company may terminate this Agreement and Executive's
employment hereunder, without any further obligation to Executive after the date of termination
(except as expressly provided herein) for "cause”. As used in this Paragraph 8(b) and Paragraph
8(c), “cause” shall mean only any of the following: (A) a breach of a material term of this
Agreement by Executive; (B) the failure of Executive to perform services and duties exclusively
for Company; (C) conduct amounting to fraud, embezzlement, material acts of dishonesty, or
willful or illegal misconduct in connection with Executive’s duties under this Agreement and as
an officer of Company; (D) Executive's continuous willful insubordination (for the purposes of
this subparagraph 8(b)(i)(D) “continuous willful insubordination’ shail not mean personality
conflicts which may arise between Executive and her superiors or a good faith difference of
opinion between Executive and her superiors); (E) Executive’s failure or neglect to fulfill any of
Executive’s material obligations hereunder except due to any Disability or (E) Executive's
commission of a felony. In the event Executive is terminated for "cause", Company's obligations
to Executive shail be limited to the payment of Executive's base salary and Yearly Bonuses
earned through the date of termination (provided that the Earnings Bonus, if any, shall be
calculated as at the end of the month preceding the month in which Executive is terminated), if
any, and accrued automobile allowance and unused vacation (hereinafter collectively referred to
as "Fringe Benefits"), if any, eamned through the date of termination and the Incentive Bonus
under Paragraph 3(c)(iii)(A).

(ii) The Company may terminate Executive’s employment hereunder in the event
that any time after November 30, 2000 (i) the operation of Company has generated pretax
cumulative losses (calculated according to Generally Accepted Accounting Principles) in excess
of Three Million Dollars ($3,000,000), or (ii) the operation of Company has generated pretax
losses (calculated according to Generally Accepted Accounting Principles) in any Computation
Year in excess of One Million Five Hundred Thousand ($1,500,000) Dollars. If Company shall
terminate Executive’s employment as provided in this Paragraph 8(b)(ii), Executive shall be
entitled to receive, as damages, and as her sole and exclusive right and remedy on account of
such termination the following sums: (i) any salary earned through the date of termination but
not paid; (ii) approved unreimbursed business expenses and other employee benefits accrued to
the date of termination; and (iii) any vested benefits to which Executive is entitled under
Company’s retirement or deferred compensation plans which shall be payable to Executive in
accordance with the terms of such plans. Amounts payable by Company to Executive pursuant to
this Paragraph 8(b)(ii) shall be payable when and as the same would otherwise have been payable
under the termns hereof. Except as provided in this Paragraph 8(b)(ii) and in paragraph 8(f)
below, following termination of her employment hereunder, Executive shall not be entitled to
receive any further salary, expenses, Yearly Bonuses, benefits (other than accrued medical or
disability benefits, if applicable and those benefits provided for in paragraph 8(b)(ii) or other
compensation hereunder).
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(iii) Company shall notify Executive in writing of any breach or anticipated
breach of paragraph 8(b)(i) and paragraph 7(a) and any termination of Executive's services
hereunder shall be effected by notice in writing stating the reason therefor, which notice shall be
given to Executive as provided in Paragraph 13 hereof. To the extent cureable, Executive shall
have the opportunity to cure any such breach within thirty (30) days after receiving written notice
thereof from Company, except for breach or anticipated breach of the Restrictive Covenants for
which the cure period shall be twenty (20) days; provided, however, there shall be no cure for
any breach of this Agreement by Executive after the first breach of this Agreement by Executive
for the same cause.

(c) Termination by Company Without Cause.

If the Company terminates this Agreement without cause by written notice
to the Executive, the Executive shall be entitled to receive from the Company, (i) within seven
(7) days from the effective date specified in the Company's notice of termination, a lamp sum
payment equal to the Annual Salary, unpaid vacation pay, unreimbursed business expenses,
unpaid automobile allowance and any other monies payable to the Executive under any
employee benefit plan, in each case eamned through the date of the Executive's termination, and
any Yearly Bonuses which are eamed through the last day of the month prior to the date of
Executive's termination; and (ii) from and after the effective date specified in the Company's
notice of termination through the last day of the Term, the Annual Salary, the Termination
Bonuses (as such term is defined below), except such Termination Bonuses shall only be paid for
a period of four (4) years following Executive’s termination pursuant to this paragraph 8(c) and
the Executive's employee benefits, as such employee benefits existed immediately prior to the
Executive's termination pursuant to this Paragraph 8(c), in each case as and when such Annual
Salary, Yearly Bonuses and such employee benefits would otherwise have been payable or
provided to the Executive had this Agreement continued for the entire Term; provided, however,
if the Executive should die at any time after the termination of this Agreement pursuant to this
Paragraph 8(c), the amounts or benefits payable or provided to the Executive under this
Paragraph 8(c) shall cease and the provisions of Paragraph 8(a) shall apply; and provided,
further, that commencing from and after the expiration of the Non-Mitigation Period (as such
term is hereinafter defined) the Executive shall have an obligation to mitigate damages by
seeking employment elsewhere. During the Non-Mitigation Period Executive has no obligation
to attempt to mitigate her damages. For purposes of this Paragraph 8(c), the "Non-Mitigation
Period" shall mean the period commencing from and after the date of termination of this
Agreement pursuant to this Paragraph 8(c) until eighteen (18) months thereafter. Payments made
to the Executive pursuant to this Paragraph 8(c) shall be offset by any compensation that the
Executive may receive from employment that the Executive may obtain at any time following the
termination of this Agreement pursuant to this Paragraph 8(c) (for purposes of clarification this
would include the Non-Mitigation Period) without any regard to when such compensation is paid
and, in connection therewith, the Executive shall be required to refund to the Company any
amounts which shall constitute an overpayment made by the Company to the Executive under
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this Paragraph 8(c) as a result of any compensation that the Executive may obtain at any time
following the termination of this Agreement pursuant to this Paragraph 8(c) until two (2) years
after the Term would have otherwise expired. The Termination Bonuses shall mean fifty (50%)
percent of the annual average Yearly Bonuses paid to Executive pursuant to Paragraph
3(b)(exclusive of the Westwood Long Form Profit Share) prior to Executive’s termination
pursuant to this paragraph 8(c).

(@  Tenmination by Exccutive.

Executive may terminate this Agreement and
Executive’s employment hereunder for “cause”. *“Cause™ shall mean in this Paragraph 8(d) a
breach of a material term of this Agreement by Company which shall not have been cured by
Company as provided in paragraph 17 below. Termination of Executive’s services hereunder
shall be effected by notice in writing stating the reason therefor, which notice shall be given to
Company as provided in Paragraph 13 hereof. If Executive terminates this Agreement for cause
and Company does not cure such breach as provided in Paragraph 17, below, then Executive
shall be entitled to receive from the Company, (i) within seven (7) days from the effective date
specified in the Company's notice of termination, a lump sum payment equal to the Annual
Salary, unpaid vacation pay, unreimbursed business expenses, unpaid automobile allowance and
any other monies payable to the Executive under any employee benefit plan, in each case earned
through the date of the Executive's termination, and any Yearly Bonuses which are earned
through the last day of the month prior to the date of Executive's termination; and (ii) from and
after the effective date specified in the Company's notice of termination through the last day of
the Term, the Annual Salary, the Termination Bonuses, except such Termination Bonuses shall
only be paid for a period of four (4) years following Executive’s termination pursuant to this
paragraph 8(d), and the Executive's employee benefitsas such employee benefits existed
immediately prior to the Executive's termination pursuant to this Paragraph 8(d), in each case as
and when such Annual Salary, Yearly Bonuses and such employee benefits would otherwise
have been payable or provided to the Executive had this Agreement continued for the entire .
Term; provided, however, if the Executive should die at any time after the termination of this
Agreement pursuant to this Paragraph 8(d), the amounts or benefits payable or provided to the
Executive under this Paragraph 8(d) shall cease and the provisions of Paragraph 8(a) shall apply;
and provided, further, that commencing from and after the expiration of the Non-Mitigation
Period (as such term is hereinafter defined) the Executive shall have an obligation to mitigate
damages by seeking employment elsewhere. During the Non-Mitigation Period Executive has
no obligation to attempt to mitigate her damages. For purposes of this subparagraph 8(d), the
"Non-Mitigation Period” means the period commencing from and after the date of termination of
this Agreement pursuant to this Paragraph 8(d) until eighteen (18) months thereafter. During the
Non-Mitigation Period Executive has no obligation to attempt to mitigate her damages.
Payments made to the Executive pursuant to this Paragraph 8(d) shall be offset by any
compensation that the Executive may receive from employment that the Executive may obtain at
any time following the termination of this Agreement pursuant to this Paragraph 8(d) (for
purposes of clarification this would include the Non-Mitigation Period) without any regard to

\
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when such compensation is paid and, in connection therewith, the Executive shall be required to
refund to the Company any amounts which shall constitute an overpayment made by the
Company to the Executive under this Paragraph 8(d) as a resuit of any compensation that the
Executive may obtain at any time following the termination of this Agreement pursuant to this
Paragraph 8(d) until two (2) years after the Term would have otherwise expired. The
Termination Bonuses shall mean fifty (50%) percent of the annual average Yearly Bonuses paid
to Executive pursuant to paragraph 3(b)(exclusive of the Westwood Long Form Profit Share)
prior to Executive’s termination pursuant to this paragraph 3(d).

(¢)  Designation of Beneficiary.

The parties hereto agree that the Executive shall designate, by written
notice to the Company, a beneficiary to receive the payments described in Paragraph 7 in the
event of her death and the designation of any such beneficiary may be changed by the Executive
from time to time by written notice to the Company. In the event the Executive fails to designate
a beneficiary as herein provided, any payments which are to be made to the Executive's
designated beneficiary under Paragraph 8 shall be made to the Executive's estate.

(H  NoRepayment on Termination. Notwithstanding anything to the contrary
contained in Paragraph 8 of this Agreement, in the event that Executive is terminated pursuant to
Paragraph 8 of this Agreement, nothing herein will require Executive to repay (and Executive
shall retain all previous Salary and Bonuses previously paid to Executive prior to her
termination) any Salary or Bonuses, or Incentive bonuses or Advances that have been paid to
Executive prior to such termination, provided it is understood that this in no way affects
Company’s rights or remedies for damages in cormection with any termination pursuant to
paragraph 8(b). Further nothing in this paragraph 8 is meant to alter, modify or in any way
amend the provisions of paragraph 3(c).

9. EXECUTIVE'S REPRESENTATIONS AND WARRANTIES:

(@)  Rightto Enter Into Agreement.
Executive has the unfettered right to enter into this entire Agreement on all
of the terms, covenants and conditions hereof; and Executive has not done anything which may
curtail or impair any of the rights granted to Company herein.

(b)  Breach Under Other Agreement or Arrangement.

Neither the execution and delivery of this Agreement nor the performance
by Executive of any of her obligations hereunder will constitute a violation or breach of, or a
default under, any material agreement, arrangement or understanding, or any other restriction of

any kind, to which Executive is a party or by which Executive is bound. Further a breach of this .

Agreement by Executive shall not be deemed a breach of the agreement entered into between
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Virgin Records CM Holdings, Inc. and Executive of even date herewith.
()  Services Rendered Deemed Special, Etc,

Executive acknowledges and agrees that the services to be rendered by her
hereundcr are of a special, unique, extraordinary and intellectual character which gives them
peculiar value, the loss of which cannot be adequately compensated for in an action at law and
that a breach of any material term, condition or covenant hereof may cause irreparable harm and
injury to Company and in addition to any other available remedy Company will be entitled to
seek injunctive relief.

10. USE OF NAME:

Company shall have the right to use Executive's name, biography and approved
likenesses in connection with Company's business, including advertising its products and
services subject to Executive’s approval, which approval she will not unreasonably withhold; and
Company may grant such rights to others, but not for use as a direct endorsement.

11.  DISPUTES/GOYERNING LAW:

11.1 This agreement shall be governed by and construed in accordance with the
laws of the State of California applicable to agreements wholly to be performed therein. In the
event Executive brings an action against Company due to Company's termination of this
agreement pursuant to Paragraph 8 above, Executive agrees that Executive's remedy, in the event
Executive shall prevail in such action, shall not include reinstatement to Executive's position, and
in the absence of fraud by Company shall not include punitive or exemplary damages (it is
understood that Company's termination of this agreement, whether or not due to the breach of
this agreement by Executive, shall not be deemed to be fraud) and is limited, in the event
Executive shall prevail in such action, to the compensation as provided in Paragraph 3, above,
and in no event shall Executive be entitled to the reinstatement by Executive to Executive's
position.

11.2 Resolution of Disputes. In the event of any controversy, dispute or claim
between parties arising under, out of, related to or pertaining to this Agreement or any other
agreement between the parties or any provision(s) of this Agreement or such agreements, then ail
such controversies, disputes or claims (herein "Disputes”) shall be resolved at Los Angeles,
California, by a general reference to try all issues of fact and law pursuant to CCP
Paragraph 638(1), as amended hereafter, and in accordance with the following provisions of this
Reference Paragraph. The Disputes subject to such resolution shall include without limitation all
controversies, disputes or claims arising out of or related to : (a) the relationship of the parties
hereto, including any tort claims; and (b) the validity, enforceability or interpretation of this
Agreement or any other agreement between the parties or any provision(s) of this Agreement or
such agreements, including this Paragraph (Reference Paragraph). It is the intent of the parties to
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this Agreement that this general reference agreement provision be specifically enforceable. The
parties hereto hereby waive, to the fullest extent permitted by law, their right to trial by jury with
respect to any and all Disputes. To the fullest extent permitted by law, the parties consent to the
jurisdiction of the referce appointed as provided hereafter, with respect to all Disputes, regardless
of the jurisdiction or geographic area in which such Disputes arise, it being the intention of the
parties that all Disputes be subject to resolution in accordance with the provisions of this General
Reference Section.

(@  AllDisputes. Except as provided hereafter, all Disputes shall be tried by a
single referee under an order of general reference to try all issues of fact and law, whether legal
or equitable. Notwithstanding any other provision herein, the Disputes to be decided by the
referee shall include, without limitation, all controversies, disputes or claims as to whether any
Dispute(s) is subject to reference hereunder, which shall be decided by the referee and not the
court. This Reference Paragraph shall not create a right to resolve by general reference any
Dispute that would not be subject to resolution by a court under the applicable decisional and
statutory law. The Disputes excluded from resolution by general reference shall include, but not
be limited to: Disputes relating to or arising out of the management by the Managers of the
business and operations of the Company; the decisions or activities of the Controller; and the
decisions and activities of the Tax Matters Partner. Unless all parties to the then existing
Disputes shall agree in writing otherwise, said referee shall be chosen by counsel for the parties
hereto and shall be a retired judge of the Superior Court of the State of California or a retired
justice of a Court of Appeal or the Supreme Court of the State of Califomnia with all parties
hereby waiving any right to trial by jury. If available, the parties shall utilize any lists of such
judges or justices as are then furnished by the Superior Court of the State of California, County
of Los Angeles, Central District ("Court") or any other Superior Court of the State of California.

If counsel are unable to agree upon a referee, then the referee shall be appointed by the Court
with each party entitled to only one disqualification pursuant to CCP Paragraph 170.6. The
availability of a potential referee to conduct trials or hearings on consecutive days and not
piecemeal shall be a substantial factor in the selection of such referee by counsel and, if
necessary, by the Court. Except as provided in this Reference Paragraph, all matters including
any trial shall be conducted and the issues determined in compliance with all rules, laws and
decisional authorities applicable to an action being formally litigated in the Court and not by way
of reference.

~(b)  Procedures. The referee shall conduct and decide all pre-trial procedures
which may arise as if the Disputes were formally litigated in the Court. The judgment entered
upon the decision of the referee shall be subject to all post-trial procedures and to appeal in the
same manner as an appeal from any order or judgment in a civil action. All rules of evidence as
set forth in the Califomia Evidence Code, other statutory and decisional laws of California and
all Los Angeles Superior Court Rules and California Rules of Court shall be applicable to any
proceeding before the referce. Any trial or hearing shall be conducted in Los Angeles County
and, if at all possible in light of the schedules of the referee and material witnesses, shall be
conducted on consecutive dates, Sundays and holidays excepted, as opposed to being conducted

May 23, 1999
cc/vra/castalian/stewart.7

19



piecemeal on various dates separated by postponements or adjournments with every reasonable -

effort being made to avoid postponements and adjournments. It is the parties' desire to have all
matters determined expeditiously and promptly by such referee. Towards that end, any party
may request a resolution of any Dispute, or any issue involved in any Dispute (“Issue"), on
written notice to the other parties and the referee, which notice will specify each Issue and/or
Dispute involved. The responding parties shall have a reasonable time to respond to said notice,
which time shall be set by the referee predicated upon the Issues or Disputes involved. Any
party may then present evidence at such hearing concerning such Issues or Disputes. Each of the
Issues or Disputes may be resolved separately in the interest of expeditious resolution if the
referce so orders, and there shall be no requirement that all Issues or Disputes be resolved
together. The referee may issue any order which he deems reasonable or appropriate to the
resolution of such Issues or Disputes. Notwithstanding the foregoing, upon the application of
- any party, the referee may take such action as the referee deems reasonable and appropriate to
limit the foregoing procedures, including without limitation restricting the nature or scope of
discovery, for the purpose of limiting the expense of the parties where such limitation is
appropriate given the amount and the nature of the Dispute in controversy.

(c)  Specific Enforcement. The reference provisions of this Agreement may be
specifically enforced by the filing of a complaint or petition or motion seeking specific
enforcement in the Court or by a motion directed to the law and motion department of the Court
or by such other procedure to the same effect and result as may be directed by the Los Angeles
Superior Court Rules.

(d)  Powers Unless Otherwise Restricted or Limited by Law. Except as
otherwise provided in this Agreement, the referee shall have all powers granted under the laws of
the State of California to a judge of the Superior Court, and the referee’s powers shall be
coextensive with that of any such judge, including without limitation the power to do any or all
of the following:

(1)  Grant temporary and/or permanent injunctive relief;
(2)  Issue an order appointing a receiver;

(3)  Issue writs of mandate;

(4)  Issue writs of administrative mandamus;

(5)  Issue writs of prohibition;

(6)  Issue writs of certiorari;

(7Y  Issue writs of attachment;
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(8)  Issue writs of execution;
(9)  Render declaratory judgments;

(10) Issue all other ancillary and supplementary processes and remedies
available under the laws of the State of California. In the event that it i3 determined by the
referee or a court of competent jurisdiction that the powers of the referee are not coextensive with
the powers of a judge of the Court or that any of the powers above enumerated exceed the
powers which may be conferred upon a referee, then any party may apply directly to the Court
solely for the purpose of invoking such powers as are not reposed in such referee, and all other
powers with respect to the resolution of the Disputes or Issues shall continue to be exercised by
the referee, including the power to make such binding findings of fact and conclusions of law as
are necessary to invoke such powers as are not reposed in the referee; and/or

(11) Fully enforce with all remedies available in law or equity,
mcludmg without limitation those listed above.

(e) Third Parties. The parties, at their election, may at any time seek to join in
the dispute resolution procedure any third party. Provided, however, that the failure or inability
to join such third party for any reason, including without limitation the third party's refusal to be
so joined, shall not affect the resolution of any of the Disputes or Issues between the parties by a
reference proceeding as provided for in this Reference Paragraph and such failure to join shall
not be a grounds for dismissal, postponement or delay in any such reference proceeding, unless
the referee determines upon application any party that the omission of such third could materially
and adversely affect the rights of the parties or any of them.

® Fees and Costs of Referee. The fees and costs of the referee to be
appointed hereunder shall, in the first instance, be prorated equally among the parties to any
dispute governed hereby and paid in such proportions currently as billed by the referee. The
prevailing party in any such dispute shall be entitled to receive her/its costs (including without
limitation the referees fees and costs) and reasonable legal fees. _

(g8)  Provisional Relief Pending Reference. Nothing herein shall preclude any
party from applying for provisional relief in any competent court pending the appointment of the
referee, which provisional relief may include, without limitation, the issuance of writs of
attachment.

12. DEFINITIONS:

The following terms, and the singular or plural thereof, used in this Agreement
shall have the meanings set forth below:

(8  “Advance(s)” shall have the meaning as set forth in Paragraph 3(c)(ii)
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hereof.
(b)  “Affiliate” shall have the meaning as set forth in Paragraph 1(a) hereof.
(c) “Agreement” shall have the meaning as set forth in the preamble hereof.

(d)  “Annual Salary” shall have the meaning as set forth in Paragraph 3(a)
hereof.

(e). “Approved Budgets” shall mean the mutually approved budget for
Company’s First Computation Year attached hereto as Exhibit "C" and any subsequent budgets
for Company’s subsequent Computation Years which have been appmved pursuant to the
approval methods described in paragraph 5(g).

() “Benefits” shall have the meaning as set forth in Paragraph 7(a)(ii) hereof.

(g)  “Yearly Bonuses” shall have the meaning as set forth in Paragraph 3(b)
hereof.

&) "Budget Record” shall mean a Phonograph Record which bears an SRLP
in any particular configuration in the country in question which is sixty-six and two-thirds (66~
2/3%) percent or less of the SRLP of the majority of VRA's (or VRA's affiliates or licensees)
then-current newly-released top-price records in such configuration.

@) “Closing Date” shall mean the date on which this Agreement will be fully
executed in counterpart.

G) “Company” shall have the meaning as set forth in the preamble hereof.

X) “Current Pop Hits Compilation” shall mean Albums embodying
compilations of pop hit Masters (as distinguished from country or Christian master recordings)
which Masters were initially released in the United States during the twelve (12) month period
prior to the release of such Album.

1) "Digital Record” shall mean a record the signals of which are encoded and
decoded by so-called "digital” technology whether now known or hereafter devised as opposed to
so-called "analog” technology, and shall include without limitation Compact Discs, Digital
Audio Tape records and Digital Compact Cassettes.

(m) “Directed Company” shall mean a company which uses the Westwood
Fulfillment Center as a direct result of Executive’s efforts of referring and introducing such
company to senior executives at the Westwood Fulfillment Center.

(n) “Disability” shall have the meaning as set forth in Paragraph 8(a) hereof.
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(o) "DRTV” shall have the meaning as set forth in Paragraph 5(a) hereof.

P) “DRTV Albums” shall have the meaning as set forth in Paragraph 5(a)
hereof.

@ “Earnings Bonus” shall have the meaning as set forth in Paragraph
3(b)(1)(A) hereof.

(ry . “EMI Company” or “EMI Companies” shall mean those companies set
forth on Exhibit “D”.

(s) “EMI Accounting Policies” shall mean EMI’s accounting policies, a copy
of which are attached hereto as Exhibit “E”.

t) “EMI/Virgin Retail Sales Royalty” shall have the meaning as set forth in

Paragraph 3(b)(ii)(A) hereof.
(u) “Executive” shall have the meaning as set forth in the preamble hereof.
\9) “Exempt Interest” shall mean the interest on first One Million Five

Hundred Thousand Dollars ($1,500,000) of loans made to Company by Purchaser or any EMI
Company.

(w) “First Computation Year” shall mean the period commencing on the date
of full execution of this Agreement and ending August 31, 2000.

(x) “First Tranche Average Annual Pretax Net Earnings” shall have the
meaning as set forth in Paragraph 3(c)(i) hereof.

(y)  “First Tranche Incentive Bonus” shall have the meaning as set forth in
Paragraph 3(c)(i) hereof.

) “Computation Year” shall, except for the First Computation Year, mean
the twelve month period commencing September 1 and ending August 31.

(aa) “Incentive Bonus” shall have the meaning as set forth in Paragraph 3(c)
hereof.

(bb) “Long Form Projects” shall mean Albums advertised by means of long
form TV infomercials.

(cc) “LP”and “Album” shall mean a set of no less than ten (10) Masters having .
an aggregate playing time of no less than thirty-five (35) minutes in duration, embodied on
compact disc, tape, vinyl, Digital Record or New Medium equivalent.

(dd) "Mid-Priced Record” shall mean a Phonograph Record bearing an SRLP
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in any particular configuration in the country in question in excess of sixty-six and two-thirds
(66- 2/3%) percent of the SRLP of the majority of VRA's (or VRA's licensees or affiliates, as
applicable) then-current, newly-released top-price records in such configuration but not more
than the greater of (i) eighty (80%) percent of the SRLP of VRA's (or VRA's affiliates or
licensees, as applicable) then current newly-released top-price records in such configuration, or
(ii) Two Dollars ($2.00) (or the local currency equivalent thereof) less than the SRLP of the
majority of VRA (or VRA's licensees or affiliates, as applicable), then current newly-released
records in such configuration.

(ee) "Multiple LP" shall mean a single package containing two (2) or more
LPs, or their tape, Digital Record or New Medium equivalent, which is sold as a single unit, and
where the context requires, Master Recordings sufficient to constitute a single package
containing two (2) or more LPs, or their tape, Digital Record or New Medium equivalent, which
is sold as a single umit.

(M "Musical Composition” and "Composition” shall mean a single musical
composition and, for the purposes of computing mechanical royalties hereunder, shall include a
medley.

(gg) “Net Profits” shall mean Westwood’s Net Receipts less the following:

(1) all direct and actual out-of-pocket costs and expenses incurred
by Westwood attributable to the manufacture, marketing, promotion, publicity, advertising and
exploitation of the Westwood Long Form Catalogue (as such term is defined below) (e.g.,
manufacturing costs, marketing expenditures, copyright proprietors, mechanical royalties and
payments to unions and guilds [but excluding any Westwood overhead expenses});

(2) an amount equal to all actual artwork creation costs paid to
third parties associated with the Westwood Long Form Catalogue, as well as all other actual |

artwork, reproduction and packaging costs [but excluding any Westwood overhead expenses]);

(hh) “Net Receipts” shall mea; Westwood’s gross receipts less bad debts and
returns from its customers from the sale by means of DRTV of Albums in the Westwood Long
Form Catalogue.

(ii) "Net Sales” shall mean, in the case of sales of Albums by VRA and
VRA's licensees, one hundred (100%) percent of the aggregate number of LPs sold for which
VRA has been paid or credited, in each applicable royalty category, after deducting returns,
reserves against anticipated returns, rebates and credits on records returned in each royalty
category.

1)) "New Medium Record” means a record in any medium whichisnotin
general commercial distribution in the United States as of the date hereof (and shall specifically
include so-called "DAT", "DCC" and Sony "Mini-dises").

(kk) "Non-Mitigation Period" shall have the meaning as set forth in Paragraphs
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8(c) and 8(d) hereof.

an “NOW Albums” shall mean Current Hits Compilations released by the
NOW Venture.

(mm) “NOW Venture” shall mean the joint venture presently comprised of
VRA, EMI and Universal Music Group or any successor entity involving VRA.

(nn) “NOW Venture Retail Sales Royalty” shall have the meaning as set forth
in Paragraph 3(b)(ii)(B) hercof.
{00) "Person" shall mean an individual, firm, trust, association, corporation,

partnership, joint venture, joint-stock Company, trust, unincorporated organization, or other
entity.

(pp) "Phonograph Record” shall mean every form of reproduction (whether
now known or unknown), embodying sound alone, or sound accompanied by visual images,
distributed primarily for home use, school use, juke box use, and use in means of transportation,
including, without limitation, discs of any speed or size, reel-to-reel tapes, cartridges, cassettes,
or other pre-recorded tapes. '

(q9) “Pretax Net Earnings” shall mean for any Computation Year, the audited
pretax consolidated net eamings of the Company which net earnings are calculated pursuant to
GAAP as modified by EMI Accounting Policies prior to income taxes, Exempt Interest and
without any charge for overhead or similar type expense charged by VRA or any of VRA's
affiliates to Company (uniess otherwise specifically provided for herein) and excluding the
EMI/Virgin Retail Sales Royalty, that portion of the NOW Venture Retail Sales Royalty paid by
Virgin pursuant to paragraph 3 (b), the Westwood Long Form Profit Share, and any monies paid
to Executive as Yearly Bonuses pursuant to Paragraph 3(b) above. For purposes of clarification,
Pretax Net Earnings shall not include fifty percent (50%) of the net earnings from the Excess
Albums,

(rr) “Protected Company” shall have the meaning as set forth in Paragraph
6(a) hereof.

(ss) “Protected Employee” shall have the meaning as set forth ins Paragraph
6(b) hereof. .

(tt) Not used

(uu) “Restrictive Covenants” shall have the meaning as set forth in Paragraph
7(a) hereof,

(vv) “Second Tranche Incentive Bonus™ shall have the meaning as set forth in
Paragraph 3(c)i)(B) hereof.
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(xx) “Set of Long Form Projects”™ shall have the meaning as set forth in
Paragraph 5(f) hereof.

yy) "Sound Recordings" shall mean the aggregate of sounds (including
without limitation a sound track associated with a motion picture) embodied in Masters and
capable of being reproduced by means of Records.

(z2) “Target Computation Year” shall mean Company’s Computation Years
ending August 31, 2000, 2001 and 2004.

(aaa) “Term” shall have the meaning as set forth in Paragraph 2 hereof.

, {(bbb) “Termination Event” shall have the meaning as set forth in Paragraph

3(c)(iii)(B) hereof.

(cce) “Termination Computation Year” shall have the meaning as set forth in
Paragraph 3(c)(vi)(D)(1) hereof.

(ddd) “Termination Paragraphs” shall have the meaning as set forth in Paragraph
2 hereof.

{eee) “Third Computation Year” means the Computation Year'commencing on
September 1, 2001 and ending on August 31, 2002.

(i) “VRA” shall have the meaning as set forth in Paragraph 1(a) hereof,

(g22) “Westwood” means Westwood Promotions, Inc.

(hhh) “Westwood Fulfillment Center” shall mean the DRTV fulfillment center
operated by Westwood which is presently located in Colorado.

(iii) “Westwood Fulfillment Royalty” shall have the meaning set forth in
Paragraph 3(b)(iii) hereof.

§11)) “Westwood Long Form Catalogue” shall mean Westwood’s catalogue of

Albums advertised by means of long form TV infomercials existing prior to commencement of
the First Computation Year.

(kkk) “Westwood Long Form Profit Share” shall have the meaning as set forth in
Paragraph 3(b)(iv) hereof.
§ih) “Restricted Years” shall mean one (1) year following the expiration of this

agreement, two (2) years following the termination of this Agreement pursuant to paragraph 8(b)
or eighteen (18) months followings termination of this agreement pursuant to paragraph 8(c) or
(d), as applicable.
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13. NOTICES:
(@  Delivery.

Any notice, consent or other communication under this Agreement shall
be in writing and shall be delivered personally, telexed, sent by facsimile transmission o
overnight courier (regularly providing proof of delivery) or sent by registered, certified, or
express mail and shall be deemed given when so delivered personally, telexed, sent by facsimile
transmission or overnight courier, or if mailed two (2) days after the date of deposit in the United
States mail as follows: to the parties at the following addresses (or at such other address as a
party may specify by notice in accordance with the provisions hereof to the other):

(i) If to Executive, to her address at:

Anita Stewart ‘
C/o Mitchell, Silberberg & Knupp LLP
11377 W. Olympic Blvd.

Los Angeles, CA 90064-1683

Attn: Phil Davis, Esq.

With copies to:

Mitchell, Silberberg & Knupp LLP
11377 W. Olympic Blvd.

Los Angeles, CA 90064-1683
Attn: Phil Davis, Esq.

(ii) if to Company, to Company’s address at:

338 North Foothill Road
Beverly Hills, CA 90210

With copies to:
Virgin Records America, Inc.
Attention: President
338 North Foothill Road
Beverly Hills, CA 90210
and
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Fischbach, Perlstein & Lieberman LLP
1925 Century Park East, Ste. #1260
Los Angeles, CA 90067

attn: Bernard J. Fischbach, Esq.

(b)  Change of Address,

Either party may change its address for notice hereunder by notice to the
other party in accordance with this Paragraph 12.

14. COMPLETE AGREEMENT; MODIFICATION AND TERMINATION:

This Agreement contains a complete statement of all the arrangements between
the parties with respect to Executive's employment by Company, supersedes all existing
agreement between them concerning Executive's employment. This Agreement may be
amended, modified, superseded or canceled, and the terms and conditions hereof may be waived,
only by a written instrument signed by the parties or, in the case of a waiver, by the party
waiving compliance. No delay on the part of any party in exercising any right or remedy
hereunder shall operate as a waiver thereof, nor shall any waiver on the part of any party of any
such right or remedy, nor any single or partial exercise of any such right or remedy preciude any
other or further exercise thereof or the exercise of any other right or remedy.

15. HEADINGS:

The headings in this Agreement are solely for the convenience of reference and
shall not affect its interpretation.

16, GUARANTY:

Concurrently herewith Purchaser shall execute and deliver to Executive a
Guaranty substantially in the form of Exhibit "F" hereto-

17 BREACH BY COMPANY:

Company shall not be deemed to be in breach of any of its obligations hereunder
unless and until it shall have been given specific written notice thereof as provided in Section 13
and the opportunity to cure such breach within thirty (30) days after receiving written notice
thereof from Executive
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'WHEREFORE, the parties hereto have executed this Agreement as of the day and year
first above written.

CASTALIAN MUSIC, LLC

By: #OW el 73—

At

ANITA STEWART

Virgin Records America, Inc. hereby agrees to abide by the terms of paragraphs 5(c), (), (g)
through (k) and 11(f) as well as to account and pay to Company the EMI/Virgin Retail Sales
Royalty, the Now Venture Retail Sales Royalty (providing it is VRA who has paid such royailty
as opposed to one of the other Now Venture members), the Westwood Fulfillment Royalty and
the Westwood Long Form Profit Share so that Company may pay such royalty on to Executive
and to allow Executive to audit VRA's books and records as provided in Exhibits A.

VIRGIN RECORDS AMERICA, INC.

By: /‘;’)?M‘éf’&’}-/

May 23, 1999
cc/vra/castalian/stewart.7

29



SECTION 1 (employment)
Salary

VRA(Now) Royalty
Westwood Longform
Westwood Fulfillment

Car Allowance

Annual Performance Bonus

Max. Annual Eamings
SECTION 2 {Company)

Downpayment
First Tranche (4th year)

Second Tranche (7th year)

Advances

WESTWOOD Payments
Salary

Downpayment

Eamout (5 year)

Royalty

*Xd¥ ONI¥VEH

d
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AMOUNT

$300k per Annum

VRA TV royalty {or share)
20% of Net Profits

$.03 per unit shipped
$750/mo

25%420% company samings
over $3.4m/$6m

Cap. $2m/4m

$4m (minus Reserves)

$1m Annually based upon
minimum performance

NONE

Calculation/ Formulae

$.25 (%share) per unit soid
Profit Share

Royalty

EMI Standard by job title
Percantage of Annual Profits

cap'd on Salary + performance bonus

$4m minus reserves

60% of Eight imes average eamings
divided by 7. minus advances & down-,
payment, capped % of $21m

40% of Eight times average eamings

divided by 7, minus advances & down-,
payment, capped at % of $21m

No Employment

Document Reference

Employment Contract 3 (a)
Emplyoment Contract 3(b)ii)A & B
Empioyment Contract 3(b} (iv}
Employment Contract 3(b)iii)
Employment Contract 40
Employment Contract 3(bXi)A

Empiloyment Contract 3(c Xi)®
Employment Contract 3(c XIXA)

Employment Contract 3(c XiXB)

Empioyment Contract 3(c ) (i)

Moadified

NA
Letter May 20, 2002

Letier May 20, 2002

Modified May 20, 2002
Modified May 20, 2002

Modifisd May 20, 2002





