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I DECLARATION OF KEN PEDEHSEN 
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 waa directly tnwlved 1n the acquisition of multiple 
companiel from Anita Stewart (•Stewart"). 

2. The prlndpal companies acquired by Virgin from Stewart 

were Westwood Promotions, Inc. (-Westwood1 and CastaHan Music, 

LLC/ Abacus Media, LLC (11Cutal1an."). 

3. The method of determining the amount Virgin paid for 

Westwood and Caatauan·wa.S essentially the same. Virgin was 
acqulrlng sewral slm11ar companies at the time and uaed the same 

formula to pay fiu' the seller's interest In the companies. That 

formula was a multiple of future eamingS (typically eight t1meS a 

portion of the ea.mlllgs) with the purchase price subject to a floor 

and a ceiling. 

4. Thill is the formula Virgin used In the acquialtf.on of 
Westwood.· For thta purchase, the purchase price was based on a 
formula of eight times 5'70AJ of the average annual pre .. tax earntngs 

with a minim.um purchase price of $1.114,350 and a maximum 

purchase price of$3,192,000 for Stewart's mtnortty interest. There 

were no continuing services required of Stewart In connection with 

the Westwood purchase. 'Ib.ereforc, there was no separate 
employment agreement. 

5. Virgin later determined that it also wanted to purchase 

CastaJian from Stewart. An initial proposal was set forth In the 

Letter of Intent was made on September 29, 1998, for the purchase 

of the Castlllan ownership interests. This proposal was specifically 
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l based on the fonnula used for the purchase ofWestwood, and as 


art of the purchase of Cutallan. stewart was asked to gtve up her 


ontinuing inte?eat 1nWestwood buy out. 


8. Because Virgin wanted Stewart to continue worktng for 


astaJian after the pun::hase, there ™ a separate arrangement to 


ay Stewart salary of $300,000 per year and plus performance 


onues.. 'Ibe purchase of CastaJtan, however, was made 1n 


ubstantially the same manner and on the same formula aa the 


urchase ofWestwood and as set forth in the Letter of Intent. 

7. 1·was not fnvolwd 1n the documentatton of the purchase.. I.· 

m aware, however, that the purchase was implemented on the 

ormula set forth 1nVirgin's original Letter of Intent. which specifled 
 down payment wlth lnat•JJment payments (including advances) on 
he full purchase price. 

I declare under penalty of peljury under the lawa of the State of 

altfomia. that the foregoing is true and correct and that ifCalled 
pon as a witness, I could and would competently testify thereto. 

Executed this~ day of A~013, at 
I ~allfomia. 
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SALE OF STOCK 

BY 


ANITA STEWART 

TO 


VIRGIN llECORDS AMERICA, INC. 

SE'ITLEMENT AGREEMENT 

BY AND BETWEEN 


LEE L BABBAXOFF 

WFSSAMUELS 


ANITA STEWART 

WF.STWOOD PROMOTIONS, INC. 


MUSIC DIRECT, JNC. 

MATTBl.W Ii .ROBERTS ADVERTISING, INC. 


2 BARBS, INC. 

DJRECT SPECIALITllS, INC. 


AND 

THE WESTWOOD P.ROMO'DONS, INC. 


SAVJNGS Ii P.ROllT SBA.RING PLAN 


DECEMBER 22, 19'7 

Prepared By: 

Patzik, Frank & Samotny Ltd. 
150 South Wacker Drive 
Suite 900 
Cblca10,Dllnob 60606 
Tel: (312) 551-8300 
Fax: (312) 551-1101 

HEARING EX. B 



AGREEMENT, dated as c~ the 22nd day o! December, 1997 
("Agreement"), between VIRGIN RECORDS AMERICA, INC., a California 
corporation (the "Purchaser") and A.~!TA STEWA.'l\T (the "Seller") • 

!. 1 ! ! ! §. §. ! ! !i= 

WHEREAS, the Seller is the holder of 32,995 shares o~ 
Westwoood Promotions, Ir..c. ("Company") common stock (the "Common 
Stock"); 

WH:eilEA.s, the Purchaser desires to acquire trom tr.e 
Seller, and the Se~ler desires to sell to che Purchaser, all of 
her Common Stock, on :he ce::-:ns and subjec~ co the conditions set 
torth herein; 

WH!:REAS, contemporaneously herewith Purchaser is 
. en'Cerinq into an aqreement with Lee Barbakof! (''Barbakot:t> and 

Wes Samuels ("Samuels") t:o purchase the shares ot stock thai: 
Barbakotf, Samuels and the Westwood Promotions, Inc. Savinqs and 
Protit Sharinq Plan (the "Plan") own for the benefits of 
Sarbakotf and Samuels (the "B & S Stock") in the Company ("the
"Acquisition Aqreement"); and 

WHEREAS, prior hereto the parties alonq with Sarbakoff 
and Samuels entere.d into a Letter ot Intent (the "Letter ot 
Intent") outlining the principal terms upon which Purchaser was 
to purchase the Comm.on Stock and the B & S Stock. 

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

A.~TICL.E I 

DEFINITIONS 


For purposes of this Aqreemer.t, the following terms sha!l 

have the respective meaninqs sat fort~ tor them below: 


"Acquisitio::i Aqreement" has the. meaning ascribed to such 

term in i:he recitals hereto. 


"Agreement" has the mea."l!.nq ascribed to such ter~ in the 

preamble hereto. 


"Album" means a set of no less than nine (9) Master· 

Recordings havinq an aggreqate playing time ·of no less thar. 

ll/16197 
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thirty-!ive C35) minutes i~ duration, embocied on co~pact c!sc, 
tape, vinyl, Oiq! :a.: Recc:::i or Hew rr.eci.i'.J.m ecr.iivalent. 

".P-'"':r.".!a! Jl._"'lr..i.versa:v 11 !:.as t!le mear.i:'l.q ascr:.:Ced to suc:i te:-::n 
~~ Sec~io~ 2.0J(c) hereO!. 

"Annual Operating Budget'' has the meaninq ascribed to such 
term i~ ~he Accr~is!tion Aqreeme~t. 

"Averaqe Annua! Pretax Net Ea::ni!'lqs" has the meaninq
ascribed to such ~erm in Section 2.0l(b) hereof. 

"B & s Stock" has the meaning ascribed to such term in ~he 
reci";als !:.e=eto. 

"C~RC:.A" r.as tr.e mear.inq ascribed to s~ch ter.n in the 
de!initicn of_ "Hazardous S\!bsta.~ces". 

"Clos.in;", "Closinq Date", "Closin.q Time" and "Closinq
Place" have the :-espective meaninqs ascribed t:: such ter:ns in 
Sec:tior. 2.02 hereof. 

"Clo.sinq ?ay:ner.t" .has the mear:.inq ascribed to such ter:i. in 
Section 2.0~(c) (il hereof. 

"Cede" mear.s the Im:ernal Revenue Code of 1986, as a.mended. 

11"Common Stc~:-: has the meanir..q ascr!.bed to such.· term .:.n the 
recitals hereto. 

"Company" has the meaning ascribed to such term in the 
E.~ployment Aqreement. 

"Contracts" has the meaninq desc:ibed to such term in 
section 3.21 hereof. 

"Corporation" and "Corporatior-s" shal! mean collectively and 
individually Westwood~ Matthew & Roberts and Music Direct unless 
cthe:wise speci!ically noted to the cont:-ary. 

"Damages" has the meaninq ascribed to s~c~ term in sec:ion 
12.Cl herec!. 

"De!aulted Common Stock" has the meaninq ascribed to s~ch · 
term in Section 2.01 (d). 

"Digital Record" means a record the signals of wh.ich are 
encoded and decoded by so-called "diqital" t.echnoloqy whethe:- now 
k."lcwn or hereafter devised as opposed to so-called "analog" 
tec:hr.oloqy, and sha!l include without limitation Compact Discs, 
~igita~ A~dic-?ape ~eco:-ds a~d Digit4l Compact Cassetces. 
12/16197 
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"E..l.!: Company" shall :nea:i. ?ur:!':.ase::: or any cf ?·.i:cha.se:s 

a!!iliates. 


II 
II 
II 
II 
II 
II 
II 
ll 
II 
II 

"Exempt Interest" shall mear.. the interest or.. t:he firs't:· E'i ve 
Hundred Thou.sand ($500,000) of loans made ~o Wes~wo~c by
P;.:rchase= o: any Z.~! Company or any t:~!r~ party. 

"Facility" means any facil!ty w~ic~ is no~ er has here~:!ore 
been ow~ed or used by ~he co=pora:ior.. 

\\Fee" has tb.e mea..."'ling ascribed tc s·:.ich terr. !:i Se:-:!c:-. 
2.0l(cl (i) hereof. 

"Fiscal Yea:" means the twelve mont:h pe:iod co~.mer..cing April 
1 and ending March 31. 

"First A."llliversary, Seccr.d kniversary, Th!rd An.."liversary, 
Fourth >~iversary and Fifth A."lniversary sha!l mean respec~ively 
April !., 1999, April l, 2000,_ Apr!.l l., 20Cl, April 1, 2002 a::ld 
April l, 200l. 

II 
II 
II 
II 
II 
II 
II 
II 

"GJ.AP" means q9ne:ally accepted a=c~unt!n~ p:i~c!.ples i~ che 
U::ited St:at:es cf America in effec-c. from -::i.me to '!:i.:ne. 

"Government~! Body" means any Fede:al, state, local er 
foreiqn governmental authorit:y or requlato·ry body, a.ny 
subdivision, agency, commission or authority thereo: lir.=lud~ng, 
without limitation, environmental protection, plar.ning and 
zoning), or any quasi-qovernmental or private body exe=cisi::lq any
requlatory autho!'ity thereunder ar.d.,any person directly or 
12116197 
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... 

ini:!irectly owned '::.y ar.=. s:..tbjact ;::; the c:::r.trol of a!"-.'/ cf ;::-:e 
fcregci:n.q, er ar.y :ou.:-t, a::::!:>it.rat:cr or ether juC.i::ia.2. er cr..:.as.:..
j~:ic:.a: t::::itt:::.a:. 

"Gover:u:i.enta.: R:.:les" me.ans any stat:i.::ce, law, treaty, rule, 
code, crd!nance, regulation, permit, ce::::ti!icate or order c! ar.y
Goverr.r...ental Body or any judgment, decree, i~junction, writ, 
order or like action o! any.Gov•rnmental Body. 

"!nde.:n.."l:.!1ed ?a.:":.y" has the meani!lq asc:ri.bed to s:ich term in 
Section 12.03 he::::eo!. 

"Inde:inify:!.~q Party" has the meanir..q ascribed ~o sue~ ~er~ 
in Sect~on 12.03 hereof. 

"Letter of.Intent" has the meaninq ascribed to s~ch term in 
the recitals.hereto. 

"tie:'!." mea.r..s ar..y mortqaqe, charqe, pledge, lien, sec'.lr:!. ":.y 
ir.~erest, c:ai~, encumbra..~ce or restrict!on, of any k!r.c or 
nature. 

"Lial::>!lity" means any direct: or indirect liability,
indebtedness, cbligat!or., quara~tee or e~dorseMe~t, whether known 
or unknown, whether accrued or unaccrued, whether absolute or 
continqent, whether due or to become due, whether liquidated or 
unliquidated. 

"MAC/GLC# ar.d '~MAC/GLC Payment" have the respective meaninqs
ascribed to suet terms in Section 2.0l(cl (il hereof. 

"Master Reco::dinq" shall mean every for:n of recording
(weather r.ow knowr. or unknown), embodyinq sound alone, sound 
accompanied ~y visua: images, or visual ir.aqes alcne, whieh may
be used in the record!nq, production or manufacture of ~honoqraph 
Records, includinq without limitation all multitrack reccrdinqs
and product!cn masters. 

"material adverse changett means any m.a.ter!al adverse chanqe
in the business, operations, ·properties, financial condition, 
results of operation or prospects of the Corporations taken as a 
whole, whether o= not: occurrir.q in the ordinary course of 
bt:.siness. 

"material adverse effect" means any ll!.at.e::ial adverse effect 
(i) on the busi~ess, operations, properties, finar.cial c:ond!t!on, 
Liabil!ties, resul~s cf operation or prospects ot a..~y of the 
Corporat!ons er their a.f:filia:es taken as a whole, :>:- (ii) c~ t:he 
assets, value, conditior. or nature of a~y of tr.e Corporations or 
their affiliates taken as a whole, whet~er or not· occurrinq in 
~he ordinary course of business. 
12116197 
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"Ma:-:!;.ew « acbe=ts" ir.eans Ma.t:::!'lew & Rc:Certs Jl.cve:::.:.s:.::;-, 
!r.c., a w!':.ol:y =·r1:":.ed. sui::s!c!.ia.:-y of :.he c::mpa~y. 

":V!a::-c~e"' * ~:;be:ts ·s:iares 11 h.as ~:.. a near.!.ng a.s::r!~e:. t= s::.cr. 
te:T.I. i~ Sec:!cn 3.0~'.b: cf t~e Ac~~isit!c~ Aqreemen~. 

":Max!:11um ?u:chase Price" has :::.e r.1.eanir.q asc:::!.ted to 
term ir:. section 2.0: hereof. 

"Minimum Purchase Price" has t:~e mear..i:iq asc:::!.bed to such 
term in Section 2.01 hereof. 

"Mus!c Direct" means Music Direc:, :nc., a wholly owned 
s-..!bs!dia:::y o! Wes:wood. 

"Mus!caL Co::i.pcs! tior..s" means all :nusica.l compositions a::.d 
copyrigh~s the:::e!n cwr..ed or licensed bv either c~ the 
Corpora:ions. 

"?~oncqraph Re:crd" mear.s every torm of reproduction
(whether now k~own er unknown), embodying sound a!one, or sound 
accompanied by v!sual images, dis~r!buted primarily for home use, 
school u5e, juke cox use, and use in mea.~s of transportation,
includinq, without lL-U~ation, discs of any speed or size, 
reel-to-reel tapes, cartridqes, cassettes, or other pre-reccrde: 
tapes. 

"?!an" cas ~he ~eaning ascribed to s~cn term i:i t~e prea.?:!ble 
hereto. 

"Pretax Net Earr..ings" shall mean tor any Fiscal Year t:he 
audited pretax consolida:ed net earninqs of the Corporatior.s 
which net earninqs are calculated pr,ior to income taxes a.nd p::ior 
to the Exe1!1pt Interest and without any charge for overhead or 
similar type expense by ?urcr.ase:: or ar.y of Purchaser's 
affiliates. Such a~dited accoun:s of the Corporations for the 
Fiscal Year in q..;.est!on shall be kept in accorda..~ce wi~h G'A.I..?. 

''P:.!.r=hase ?::ic:e" has t:he mea~inq ascribed to sc.ch :er:r. ::.n 
Sectio~ 2.0~ hereof. 

"?ur=ha.se P:::ice Acceleratio:i :e:ven~" st.all 1:1.ea.n (i):he 
occurrence of any act by the Pu:chaser where Wes~wood and Ma~tr.ew 
& Roberts are no: t::eated as a. sepa:a:e accounting unit; ~!.:.; a 
permanent mate:ial change to che Ccmpany's principal busi:iess 
:company's principal business bein; t::ie sal'e of l?hor.oq:aph 
Records throuqh TV advertisinq); \iii) a sale by Purchaser cf 
more ctar. fifty percent (50!) of ~he stock of the Compa~y to a 
company w~ic~ !s r.o~ a~ a:filia~e, .subsidiary, or pa:e~~ of 
?urc~ase:: ~= P~rchaser's ultimate pa~en~, EMI Mus!.c Wcr~c!.wide, 

ll/16/97 
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plc.; or a c~a.~qe '" cc~trc: c! :he c~=~~=a:io~s res~l:i~ ~:iv; 
c~ntrcl o! t~e Cc=pora~icns by a ~hire par~y w:.c :s r.c~ 
aftilia:ed wi~h c= re~a~ed ~o ?urc~ase; c= (iv: ?~=~~ase='s 
f ailura tc p=ovide any f inanc~r.q required pu=s~a.~: :o a::.y
approved Aruiual Opera~ir.q 3udqet :m.le~s the Cor~ora:i=ns a=e ~c~ 
meetinq their ap;rcved A."'lilual Operatir.g 9udqets or s~ch financing
is not required as determined by P'.l:chaser. 

"?'.lrchaser" !las t!le meani:l.q as::ri!:lad. t:c S"L::CC te!':n i::. t:.h.e 
prea.ml:Jle hereto. 

II 
II 
II 
II 
ll 
II 

"Release,. ::neans qer.era.l releases i!l subs'C.an:ia:::..y -:he fcr:n 
of Exhib!~ 3 he:e:o to =a exec~tec by :~e se:le:i a..-.c ~r.e 
direc~ors a~d o~!icer! ot the Ccrpcra:ich ir. !avo: ~= :~e 
Corporat~o~ a.r..: :~e P~==~aser. 

"Royal-:.!.es" ar..c "Royal -:y Albu..'U" :-.ave .:!le :espect.:!.ve mea::.ir:.gs
ascribed to such ~erms i!l Secticr- 2.03(a). 

"Royalty Year" means each Fiscal Year com.ti,er.cinq April l, 
1998. 

"Sales throuqh Nor.nal Retail Channels" means sales th=ouqh
record or othe= retail stores ~c ~he e~d ccr.st.!:!::ler. 

II 
II 
II 
II 
II 
II 
II 
II 
II 
II 

"Sec~rities JL.ct'' :r.ear..s the Se.curi~ies Ac!. o! :;33, as 
amer.dec::!.. 

"Sel!er" has the ::i.eaninq asc::ibed to s:.ich term in the 
preamble h.era:o. 

"Sell.e::' s K::.owledqe" means the act~al i<..~owl.eC.qe of Selle:: 
without independent !~q..:.iry. 

12116197 
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"Si1are" mear.:! e:even and Fel:lr TeRt:i\s Pa•aaati 

"Seller's K..'loWledqe" mear..s the actual knowledge of Selle: 
withou~ i~depende~t inquiry. 

"Statement of Ffnancial Condition" ha.s the meaning asc:i.bed 
to such term in the Acquisition Agreement. 

"Tax" h.as the meaning ascribed to such term in Section 3.16 
of the Acquisition Agreement. 

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

"Territory" means the world. 

"Th.ird Party Common Stock Sale Advance" has the meaning
ascribed to such term in Section 2.0l(f) hereof. 

"Yearly Royalty Guara.ii.tee" h.as the meaning ascribed to such. 
term in the Acquisition A;reement. 

ARTICLE II 

PURCHASE ANO SALE 


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

(a) Subject to the terms and conditions and in 
reliance upon the representations and warranties herein· set 
forth, at the Closinq Time and at the Closinq 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 siqnatures
guaranteed by a commercial bank or trust company or member firm 
of a national securities exchanqe, and with all necessary 
transter stamps affixed ~hereto or such other assignments, deeds, 
share transfer forms, or other instruments or documents, duly
stamped where .necessary, as are necessary i.n order effectively to 
transfer the Common Stock to the Purchaser free and clear of all 
Liens. 

(b) The purchase price ("Purchase Price") tor the 
Comm.o~ S~ock shall be a sum equal to eleven and four tenths 
percent (11.4%) of the average annual Pretax Net Earninqs during
the five (SJ Fiscal Years beqinninq J\pril 1, 1998 or such shorter 
period, as provided !n Section 2.0l(e) Ci) and (iii) (the "Average 
A.~nual Pretax Net Earninqs") multiplied by a factor of eiqht (8),
orovided, howeve~, that in no event shall the Purchase Price be 
iess than One Million One Hundred and Fourteen Thousand Three 
Hundred and Fifty Dollars ($1,114,350.00J (the "Minimum Putchase 
12116197 
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:?=ice") o:- exceec 'rh:ee M.:.!.lion Cr..e and ~inei:y Two ~housa!'lc 
Della.rs ($3,192,0CO.COl (the "Max:!.m~ Purchase Pr.!.ce")exc:ept: as 
o:herwise p:-cvide~ herein. 

\~) T~e P~:chase Price s~al~ ·be paid as fc:lows: 

(!} At the Closing, ~he ~urchaser shall pay as 
advances aqa:!.nst t~e Pu=chase ?rice (A} to Selle= a sen eq~a2 to 
One Milli.on Forty Th=ee Thot.:.sand. and One Hu.'ldred ($1,043,100/ 
Dollars ("Closinq Paymen-.: 11 

) a..'ld (o) to the Mid-Atlan~ic 
Companies, Ltd. and Gruppo, Levey and Capell, Inc., (collectively
"MAC/GLC"} eleven a?:.d four tenths percent (ll. 4!) of !! fty 
percent (50t) of the fee (~~e "Feen) due ~..A.C/GLC at the Closing
(the "MAC/GtC Payment"), provided, however, that in no ever..t 
shall the ~..AC/GLC Payme~~ exceed ·iour-.:een T~ousand Two Hundred 
and Fifty ($14,250.00) Dollars. Purchaser shall deduce from the 
Closinq Paymer.t and pay a st:n ecr~al to eleven and four tenths 
percent (ll.4%) of the balance of the Fee to MA.C/GLC. e 
bala.'lce of the M!nimUJC. Purchase Price shall be paid as .set forth: 
in Section 2. 03 ( e) . ~~".,.,."'""' A.w.w,, '/"IMt. -1- ,.,.. "• 

'rllfl.I.. ~ lw..
~ ~

..,,...=;:12 
n 

"'J!..e..t 
-"..,.' .C#'_,fl,~s-o. 

Pt•"""',
• 

.•"-' tl'w111-r.rA•Jf 

. (ii) Te bal nee ot the Pu..rchase Price (i.e., the 
Purchase Price less the Closinq Payment, the total Yea~ly Roya~ty 
Guarantees and the Third Party Common Stock Sale Advance, if 
ar.y), s\,;,bject tc Sec~ior. 2.0l(e), shall be paid to the Seller 
within 120 days fellowing the Fifth Anniversary. 

(d) It Ba.=ba.kott, Samuels, the Plan er the Seller 
shall fail er refuse to deliver at the Closing any of the Common 
Stock (which term shall tor.purposes ot this Section 2.0l(d)
include the com."'!1.0n st:ock of the Company to .be sold by Barbakotf, 
Samuels and the Pian pursuant ~o the·Acquisition Aqreement) (the
"Defaulted Comm.on Stock") tc be sold by the Seller, Barbakof!, 
Samuels and ~he Plan (a "detaultinq seller") hereunder or 
pursuant to the Acqu!si~ion Aqreeme~t, as the case may be, such 
failure or refusal shall not relieve the non-defaulting sellers 
of their obliqat!ons hereunder and the Purchaser, at its option
and without prejudice to its riqhts aqainst such defaultinq
seller, shall at such time have the riqht either (i) to purchase
the remainder of ~he Co~.mon stock that it is ent!~led to purchase
hereunder (provided that: the aqqreqate Purchase Price shall be 
reduced by the Purchase Price allocable to· the Defaulted Common 
Stock) or (ii) to qive notice pursuant to Section 12.0l hereof of 
its refusal to make s~ch purchase and thereby terminate all of 
its obliqations hereunder. 

(el Notwithstanding the foregoinq: 

{i) If, at any time prior to the Fifth 
Anr.iversary, a ?urchase.Price Acceleration Event occurs, then the 
Purchase erice shall be calculated and paid as follows: (Al if a 
12116197 
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Purchase. F=ice A:celeration Event cccurs prier to the Fi:st 
Ar-~:versa=y, the ?urchase ?rice stall be paid pursua!'l: t~ Section 
2.01:=iazcve, b~~ s~ject to the me:hod cf calcu!a~i~g the Pretax 
Net Ea.r:'l...:!.:iqs as set fo:th in 2. 01 !e) (i) (D), provide<:! t~at (W) 
notwi~hs~andinq Seccicn 2.0l(b), the Pur:hase ~rice shall be 
calculated at the end of the last month prior to che month in 
which such Purchase Price Acceleration Event occu:s and (x)
notwithsi:andinq Section 2.03(e) Seller shall.not be enci:led to 
any Yearly Royal:y Guarantee payments not already ear~ed; and 
Purchaser shall pay to the Sellers One H~dred Fifty Percent 
(150%) of the Purchase Price (less the Closinq Payment, the 


MAC/GLC Payment, che total Yearly Royalty Guarantees paid or 

payable as ot ~~e date·of the calc~laticn of t~e Averaqe Annual 

Pretax Net Earnings and the Third Parcy Commor. s~ock Sale 

A~vance, it any) within 120 days tollowinq che date ot suer. 

Purchase Price Acceleraticn Event; \B) i! a Purchase Price 

Acceleration ~var.~ occurs on or after the Firs~ Anniversary but 

rior to the Second Anniversar , the Purchase Price shall be paid 


pursuan o ec on • a ove, p:ovided that (y)

notwithstand1nq Section 2.0l(b), the Purchase Price sh.all be 

calculated at the end ot the last month prior to the month in 

which such Purchase Price Acceleration Even: occurs and (Z)

notwithstandinq 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 Twenty-Five 

Percent (l25i) of the Purchase Price (less che Closinq Payment,

the MAC/GlC Pay:nent, the total Yearly Royalty Guarancees paid or 

payal:lle as o! cha dace o! the calcula~ion ot ~he Average .Annual 

Pretax Net Earni~qs ar..d the Third Party Co=mon Stock Sale 

Advance, i! 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 2.0l(b) above, but subject to the method of 

calculatinq the Pretax Net Earninqs as set :forth in Section 

2.0l(e) (i)(D), pr~vided 'Chat (y) notwithstar..dinq Section 2.0l(b),

the Purchase Price shall be calculated at the end of the last 

month prior to t~e month in which sucn Purchase Price 

Acceleration Event occurs a.~d (z) notwithstandinq Section 

2.03(e), Seller shall not be entitled to any Year!.y Royalty

Guarantee payments not already earned; and the Purchaser shall 

pay to Seller One Hundred Percent of the Purchase Price (less the 

Closin9 Payment, MAC/GLC Payment, total Yearly Royalty Guaran~ees 

paid or payable as of the date of the calculation o! the Avera9e 

Annual Pretax Net Earninqs and the Third Party Common Stock Sale 

Advance, if any) within 120 days tollowinq 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 Ne~ Earninqs for the period from April 1, 1998 to 

the month i?rJUedia-:ely· preceding· the month in w!i.ich the fur.chase 

Price Ac:celera-:ion. Event occurs (the."Calculation 

. 
l?eriod") shall 
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.. I' 

Price Accele:aticn Event ·occurs (the· "Ca.lcc.latior. l?e:ioc:i" i sr.a:l 
be determined by div~dinq the Pretax Net Earninqs d~rinq the 
enti=e Caleulatio~ Pe~icd by the number o! !ull ~ont~s w!~hi~ ~he 
Calculation Period ar.d multiplyinq t~a~ 
=es~l~ by twelve (12:. 

: ii: Nc-c used. 

(:.ii) Net: used. 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
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:.:.seal 'faa:s :be~:.r.:J.!~c; Ap:::!l :, ::.:;ga er .s:.:.ch shor-:e::: perioC:., as 
provided ::.=. Sec:.!:::::. 2. o::. (e i '. i: t ::..e ".?li.ve:aq~ A::.n:..:.a..: ?:::e-:a.x Ne: 
Ea.:'.:'!i.nqs" i .tr.::..:!. :::.:;:.:.:.ed. by a :a::c.: c eigh"C IS~ , wh.ic!':. S\!."?'. sna.:l 
i:::. no eve~; exceed Six E...:i:.d:::ed Ten Ttousand ~d Fe~: ~~~dred 
~ollars ($610,~C~). 

Section 2.02. Closinq. Ca) The Aqreement and the ~xhibits 
w~ll be exec~ted i~ cour..cerpart as o! the date !!.:::st set forth 
above (~~e "Closir.q 11

). <Hereinafter, the date on wl':.!.c!l :he 
Closi:iq sha.!.!. take place· is rete:red to as the "c:o.si~q Date" and 
:he time er. the Closinq Date when t~e Clos!nq sha:l ta~a p~ace is 
referred to a.s c::.e "Closinq Time". 

(b) ':he Closinq may be held at such o>:he::: date, time 
and place as may be agreed upon in writinq by che par~ies. 

Section -2. 03. Royaltv Earninqs. (a) Coapany will be paid
Royalties (as such term is defined In the Acquisition Agreement)
in the mar.ner as set !o:::th in Sec~ion 2.03 of the Acquisicion

s 
Aqreement. 

/.
 (bl

~~~ (e) The Yea:ly Royalty GuarL~tees shall be deemed ~ 
~-- earn.ea at the e~d of the applica.ble Royalty Year and ~~"s~h~a--~~~1--b_e__Scu._.,,,.. 

+ltWw--~-~~-p-a~i~d~"'&lewea ana fe~= ~eathe •e•eeRe (1•.ti, a! the Yearly Royal~y 
•"~ Guarantee (as such te:ir. is def!ned in the Acquisitio: Aqreeme~t)

I\.""

~ 

/\Pf;""*>4f not later than 30 days followinq the tifth '..r.n~al .Ar.niversa:y as 
~- an additional advance aqainst the ~urcnase Price. 
Jt~r'oli'A~ 
f>'~u.Hl(n·5f'>~ (f) Only Royalties in excess ot the Yearly aoyalty

Guarantee shall be included in calculatir.q Compa~y's Pretax Net 
Earninqs for the purpose of calculating the Purchase Price. For 
purposes of clari:fica~ior. t~e first F~ve Hundred Thousand 
($500,000) i~ ac:~a! Royalties shall not be included in 
calculating the Pretax Net Earn!r.qs. 

Section 2.04. Loans to Westwood. In tr.e event that 
Westwood borrows money from Purchaser or a..~y o! its affiliates, 
Westwood will be charqed interest by Purchaser er ar.y of its 
affiliates ar the normal and ordinary interest rates cr.arqed by
Purchaser or its affiliates on loans to its subsidiaries, parents 
or affiliates, not to exceed two percent (2%) over the \\prime" or 
"reference# rate announced !rom ti.J:r.e ~o t.:!.me by :he Mid-Ci~y 
Natior.a~ Bank at ~~s p=incipal cf!ice i~ Chicaqo, Zllir.o!s o= the 
m.axi.1::u.::m rate pe::::.i~tec by !aw, i! less, with adjus~ments co :e 
made ra~:oac~~ve to the cate o! ~r.e a.~r.o~~cement of such char.qe 
of rate. 

section 2.05. Not llsed. 
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.~':\'!:'!CLE !!~ 

~E.?R::S!.~'::A'!':::NS 1-~!:> Wll3...~..NT!ES OF TEE: SE!.iI..Z!lS 


Sel:er repr:se~~s a~d warrants ~o t~e Purchaser tha~ 
(whe~ever the :e:::n. Cor~o:ations is ~sed herein it shall include 
and mean without limi~a~io~, Westwood ar.d Matthew & Rober~s as if 
the represencatior. and warranty was only to such Corpcrationl : 

Secticjs 3.0l chrough 3.03 Ne: used. 

Sectio~ 3.04. Title !o Common Stock; Authority of 
Sellers. 

(al Selle: has qood and valid title to the Common 
Stock set forth opposite Seller's name on Schedule l hereto, and 
the Common Stock is, and on the Closinq Date will Se, owned of 
record and b!Jleficia!ly ~y Saller, free and clear of any Liens. 

Col and (c) No~ used. 

(d) Seller has the powe: and authority to execute and 
deliver this Aqreemen~ a~d ~he Release executed by Seller and all 
other doc'!.!ments hereby and thereby contemplated, to consumma~e 
t~e transactions hereby and thereby contemplated an~ to take all 
other actior.s rec;ruired to be taken by her pursuant to the 
provisions hereof and thereof. The execution, delivery and 
pertormance of t~is Aqreement and the Release executed by Seller 
and all ocher documents hereby and thereby contemplated to be 
executed by or with respect to Seller, and the consunmation by
the Seller o! the transactions he:eby and thereby contemplated
have, or prior to the Closinq will have, been duly authorized by 
any and a!l necessary ac~ion, corporate or otherwise, of the 
seller ar.d the Corpc:a~ion, and this Aqreement and the Release 
and all other documents hereby and thereby contemplated to be 
executed by the Seller constitute legal, valid and bindinq
obliqations of the Seller, enforceable in accordance with their 
respective terms, except as such enforcement may be limited by
bankruptcy and ether laws aftectinq the entorceability of 
creditors' riqhts qenerally or laws qoverninq the availability of 
specific performance or other equitable remedies. 

(e} Seller ':.li.~de:stands the terms of the arranqements 
between her and P".!rchaser and the transactions hereby
cor.templated. s~:ler has been rep~esented by counsel in 
con.~ection with ~his Aqreemen~ anc will not raise any objection 
or clai~ aqainst ~~e ?~rchaser of the Corporations er any ot the 
shareholders, o!ficers or directors ot either of them ·on tr.e 
basis t~at she was ~o~ ~roperly represented in connection wi~h 
the Aqreemen1=. 

12/16197 
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Sect:..or:. 3.o.= •. ~c-= -..;sec!.· 

sect::r. 3.Ce. capitalization; Op~ions. (a) (ii To tte best 
of Seller's Kr..cw:ed~e Compa~y was a~d is author:..zee to issue the 
s~ares o! Com.~or. S~ock ar.d 9 & s Stock, which consti:~~e all of 
the iss~ed and c~~star.dir.q capital stoc~ of the Company, all of 
which are issuec a~d ou:s~anding a.r.d currently owned by Seller, 
Barbakott, Samuels a~d the P!ar.. There are no other series or 
classes of capital stock ot the Co~pany authorized or issued. 

{iil To the best of Seller's Knowledqe there 
are no~ and on the Closing Date will not be, outstand.inq a.~y 
warrants, options, contracts, riqhts (pre-emptive or otherwise),
calls, commitments or demands of any character relatinq to any 
authorized and issued or unissued shares of capital s~cck of 
Westwood, includ:..:.:.q, without limitation, the Common S:ock and the 
a & s Stock, .or outstanci!nq secarit.ies, obliqations, riqhts or 
other instr.mlents convertible into or exchanqeable for such 
stock, or whic~ obl!qate Westwood to seek authorization to issue 
additional shares of any class of stock, nor will any such riqhts
be created by vi=~ue o! this Aqreement or ehe transac~ions hereby 
contemplated. 

(bl (i) To the best of Seller's Knowledqe Matthew 
' Rober:s is autncrized to issue the Matthew & Roberts Shares,
which constitute all of the issued and outstand!nq capital stock 
of Matthew & Roberts, all of which are issued and outstanding and 
cc.rrently owned oy Westwood. T~ere are no other series or 
classes o! cap~~a: st~ck o! Matthew & Roberts authorized or 
issuec!. 

(ii) To the best o! Seller's Knowledge there 
are not and on the Closing Date will not be, outstandinq any 
warrants, options, contracts, riqhts (pre-emptive or otherwise),
calls, commitments or demands of any character relating to a..~y 
authorized and issued or unissued shares ot capital stock of 
Matthew & Rober~s, includinq, without limitation, the Matthew & 
Roberts Shares, or outstandinq securities, obliqations, riqhts or 
other instruments convertible into or excha..~gaable for such 
stock, or which obligate Matthew & Roberts to seek authorizatio~ 
to issue add!tional shares of any class cf stock, nor will any
such riqhts be created by virtue of this Aqreemenc or the 
transactions hereby contemplated. 

Section 3.01. Common Stock. (al To the best of Seller~s 
Knowledqe the C~tr.mor. Stock and ~he B & S Stock have been leqally
and validly iss~ed, and are fully paid and nonassessal::lle and none 
of the Commcn Stock or the a & s Stock has been or, at the 
Closinq Time, will have been issued in violation of the 
securities Act or the securities or blue sky.laws of any state or 
territory of t!ie United States of America. 

cc/\"n/westWOod/westwoodA7 
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(b) ~~ t~e bes: o! Selle:'s K.~owledge the Mattr.ew & 
Rccerts Shares have been leqally and validly issued, and are 
f~!ly paid and nc~assessable none cf the Matthew & Roberts Shares 
have .been or, at t:!le Closinq Time, will have been issued in 
violation of the Securi-cies Act or the securities or blue skv 
laws ot a.~y state or territory of the United States of }.merica. 

Section 3.oa. So Viclation ct Other Instruments or 
Obligations. To the best of Seller's Knowiedqe neither 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 consWtllllation ot the transactions hereby and 
there~y ccr.templa:ed will (i) constitute any violaticr. or breach 
o! the Ce:tifica':e o! Incorporation or the :Sy-laws of any of t:he 
Corporations; (i!.) cor..stitu-ce any violation or breach of ar.y
prov1sion ot,_or c~nstituta a default unde: or breac~ of, or 
result in acctleration of any obliqation under, any provision ct 
any con-cract, le&se, mortqage or ether instrument to which the 
Seller or any of the Corporations are a party or by which a.ny of 
her or any of their or its assets may be aftected·or secured, 
wnich default, breach or acceleration has not been waived; (iii)
viola.ta any judgment, order, writ, inju."lction, decree, statut:.e, 
rule or requlation aftectinq any ct the Corporations or any o! 
their assets; (iv) re!ult in the creation ot any Lien on any of 
tne assets or proper-cies of Seller or any of the Corporations; or 
Cv) res~lt in the te=m!na:ion of any Contract, license, 
frar.chise, lease or permit to which any of the Corpora-cions are a 
party or by which any of the Corporations are bound, which would 
not, individually or in the aq9reqate, limit any Seller's ability 
to consummate the transactions hereby contemplated or have a 
material adverse effect on the business, assets or financial 
condition of any of the Corporations. 

Section 3.09 thro~qh 3.10 ·Not used. 

Section 3. ll. 

(a) t.hrouqh (b) Not used. 

(c) The inventory retlected on the Statement: of 
Financial Condition will be the inventory on the Closinq Date for 
the Corporations except for inventory items acquired, distr~buted 
or disposed of in the ordinary course of business. 

Section 3.12 t.hrough 3.20 Not used. 

Sect:ion 3.2!. Contracts. Seller is not aware of the 
existence of any contracts, arranqem.ents or agreements as in 
effect: on the date i":.ere:;,f (the "Contracts") to which any o'f the 
Corporations is a part:y, includinq ev.idences ct ir.debted.r.ess, 
12116197 
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whe~he= wri~~er. ~- c=a~, aqreemer.ts with emp~oyees, aq=ee~e~cs 
wi t!l rec:::>rd.i:.g a=-:is ::s, aq::eernen:cs with pu.bl ishers a~d/ -:;r 
scnqwri~ers or compcse:s, aqreements with producers, sales 
representati7es and distributors, and aqreements with !ac~crs, 
banks or ether le~di~q ir.s~itutions, except the leases ar.d cc~er 
aqreements listed in Schedcle 3.12 hereto and except tor any 
contracts which involve media buys and contracts in the ordinary
ar.d reqular course ct business, none of which contracts result or 
will :esalt in a material adverse e!fect to any of the 
CorDorations whic~ are not listed on Schedule 3.21 hereto. To 
t!'le best. cf Sells:-' s I<nowledqe none of the Corporations is in 
defau!t ir. any ma::e:ial respect u..~der any Contract and no e7ent 
has occurred the:eur..de: in each case which, with the lacse of 
~ime or the q~ving c= nocice, wo~ld constitute such a defaul~, 
and to the Sellers' knowledqe, no other party to any Contrac~ is 
in default in any material respect thereunder. To the best o: 
Seller's Know;eaqe each of the aqreements listed on Schedule 3.21 
hereto constitutes a valid, binding, enforceable and legal
obliqaticn of the Corporation wtich has executed such Contract. 
To the bes: of Seller's Knowledge neither the Seller nor any
Corporatior. r.as :eceived notice from any party to a Contract 
asserting that a Con~ra:~ is no~ a tully valid, b!ndir.q,
enforceable and leqal obliqation ot such ot.her pa:ty or any
letter claiir.inq a braach of a contract. To the best. of Seller's 
Knowledge t.here are, and at. the Closinq Time there will be, no 
Con~racts 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 pe:torma.nce or other equitable remedies with any Seller 
or any affiliate of any Seller or p·ursuant to which any Seller or 
affiliate t.hereof receives any payments or bene~its. 

section 3.22 throuqh 3.24 Not used. 

Sectior. 3.25. Indemr.it!cation. No indemnit~cation or 
similar arr~nqements exist tor Seller or, to the best of Seller's 
Knowledge, the directors cf any of the Corporations except as 
provided by st.atute or the Certificate of Incorporation or the 
By-la~s of the Corporation. 

section 3.26. Not used. 

section 3.27. Finder's Fees. Neither Seller or to the best 
of Seller's I<r.owledge, none of the Corporations has incurred any
liab:!.li ':y for fi~der' s or b:-okeraqe fees or aqent' s commissions 
i::. con."'lectioh .;..ii-:!:. t!'l..:.s ..11.qreement or the t:r.ansactions hereby 
c~nte~platec, ex=ept as set !orth on Sc!'ledule 3.27 hereto. 

Section 3.28. Full Disclosure. No representation or 
warranty of the Seller in this Aqree~ent or any other 
12116197 
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certifica~e, scr.ec~:e or ct~er docu::ient ~elivered to the 
P~rchaser pursua~c to ~his Aqreemer.t conta:ns· an un~rue s:atement 
of a material fa=t or omits to s:ate a ma.~erial fac~ necessary in 
order to make t~e statements herein not misleadinq in liqht ot 
the circumstances in which made. 

Sec~ion 3.23 ar.d 3.30 Not t:.sed. 

Section 3.Jl. Representations and Warranties. At the 
Closinq Time, ea:~ ot the representations and warrantie~ of the 
Seller cor.tained in ~his Article III shall be true a.s though made 
on and as o! such time, other than those representations and 
warranties which are expressly made as of a specified date. 

ARTICLE IV 
RE:?RfSDlTATIONS A."'lD WAR.RANTIES OF THE PURCHASER 

The Purchase: rapresen~s and warrants to the Sellers tha~: 

·Section 4.0l. Organization and Good Standing. The 
Purchaser is a co.rpcration duly orqanized, validly existinq and 
in good standinq under the laws of the State of California and it 
ha.s the corpora~e power and authority to own or lease all of its 
properties and assets and carry on its business as it is now 
beinq conducted. 

section 4.02. Not used. 

Section 4.03. Authori~y Relative to Aqreement. T~e 
Purchaser has the ccrporate power and authority to execute and 
deliver this Aqreement 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 r.ereof. The execution, delivery and 
performance of this Aqreement 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
authorizee by any and all necessary corporate action of the 
Purchaser, and the Aq:eement and all other documents hereby
contemplated to be executed by the Purchaser constitute the 
leqal, valid and b!ndinq obliqations of the ~urch•ser enforceable 
i: accordance with their respective terms, except as such 
enforcement may be limited by.bankruptcy and other laws affecting
the entorceability o! creditors' riqhts generally or laws 
qoverninq the availability of specific performance or other 
equitable remedies. 

section 4.04. No Violation ot Other Instrumen~s or 
IU16191 
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Obliqatio~s. Nei~her the execu~io~ and delivery of this 
Agreement r.cr ~~e consummation of the transactions hereby
ccntemplated will (i; cons~itute any violation or breacn of the 
certifica~e of incorporat~on or bylaws of the P~rchaser; {ii) 
violate any judqme~t, order, writ, injunction, decree, statute, 
rule or regulation atfec~inq the Purchaser or any of its assets. 

Sectior. 4.05. Consents and ADprovals. Except as disclosed 
on Schedu~e 4.05 hereto, no authorization, approval, orde:, 
license, permit, :franchise or consent, and no reqistration,
declaration, notice or !ilinq by or with any domestic or foreiqn 
qcvernmental authority by the Purchaser is required in con.~ectior. 
with the execution and delivery of this Aqreem.ent and the 
.consummation o! the transactions contemplated hereby. 

Section 4.06 •. Not used. 

Section l.07. Finder's Fees. The Purchaser has not 
incurred any lia:ility for finder's or brokeraqe fees or aqent's
commissions in connecticr. with this Aqreement er the transactions 
hereby contemplated. 

Sect~on 4.09. Representations and Warranties. At the 
Closing Time, each ol the representations and warranties ot the 
Purchaser contained in this Article IV shall be true as thouqh
made on and as ot such time, o~her than those representations and 
warranties which are expressly made as of a specified date. 

Section 4.09. Investment Representations. The Purchaser is 
acquirinq the Common Stock so1e1y for Its own account with the 
intention of holdinq such securities tor purposes of investment 
and it has no intention of sellinq such securities in a public
distribution in violation of the federal securities laws. The 
Purchaser shall cause each new certlficate :for Common Stock to be 
imprinted with a leqend in substantially the tollowinq torm: 

"The securities represented by this certificate are 
not reqistered under the Securities Act of 1933, as 
a.mended a.~d can..~ot be transferred or sold unless they 
are subsequently reqistered unde: the Act or, an 
exemption trom such reqistration is available." 

Section 4.lO. Full Disclosure. No representation or 
warranty of the Purchaser in this Aqreement or any other 
Certificate, schedule or document delivered to the Seller 
pursuant to this Aqreement contains an untrue statement ot a 
material :fact or omits to state A material ·tact necessary in 
order to make the statements herein not misleadinq in liqht of 
the c~rc\l:lstances in which made. 

12116197 
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~-~T:CLE V 
Net used. 

ARTICLE VI 

Not used. 


ARTIC!..! VII 

CONDI~IONS TO THE Pt1RCH.1l.SER'S OBLIGATIONS 


All obliqat~cr.s o! the P~rchaser under this Aqreement are 
subject to :he !~lfillment, at the Closinq Time, of each o! the 
followinq conditions, any or all o! which may be waived in whole 
or in part, ~t or pr~c= to the Closinq Time by the Purchaser in 
its sole disc=et~on: 

Section 7.0l. Representations and War=anties. The 
representations and warranties contained in Article III hereof 
shall be true in all mate=ial respects at and as of the Closinq
Time as though such representations and wa:ranties were made a: 
and as of such time. Neither the Seller nor, to the best of 
Seller's I<nowledqe, t:he Corporations have taken any action which 
would cause or constitute a material breach of any ot the 
representatior.s ar.d warrant:~es set forth in Article I!I hereof. 

Section 7.02. Covenants. The Seller shall have performed
and complied in all material respects with all aqreements, 
covenants and conditions on their part required by this Aqreement 
~o be performed or complied with prior to or at the Closinq Time, 
includinq, without limitation, the transfer and delivery to 
Purchaser of the cer~!f icates of the Common Stock. Each of the 
Corpcrat:ions s~all have complied with all material,. terms and 
conditions ccntai~ed ~n this Aqreement and the related documents 
con~emplat:ed herein. · 

Section 7.03. Seller's Certificate. The Purchaser shall 
have received !il a certificate ct the Seller, dated the Closinq.
Date, certifyinq to the fulfillment of the conditions specified
in Sections 7.01 and 7.02 hereof and (ii) such other evidence 
with respect to the fulfill~er.t of any of said conditions as the 
Purchaser may reasonably request. 

Sect~on 7.04. Not used. 

Section 7.05. Employees. Neither the Seller no= any cf her 
affiliates stall have retained, or agreed to retain, ~ny pe:son 
tor the pu:pose of providinq services to any· of the Corpora~ions 
subse~~ent to the date hereof, except with the Purchaser's p=ior 
12116197 
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w:i :"Cer.. cor..senc, except as set: fc::-::h i:i scr..edule 7. :.s hers-::::i. 

Sect!.or.. i. C6. Resia::.at:ions. Exce:;::": as spec:!.!l.e.::! .:..r. 
Sched~le 7.06, t~e se:le: shall have delivered~= t~e P~=c:.aser 
Seller's writt:en resignations, effect!.ve as o'! t=:.e Closir.q, as a 
director of c.:mpa.ny a..-id Matthew & Rober-cs. 

Section 7.07 Sot used. 
II 
II 
II 
II 
II 

sec~!on 7.oa. a~d 7.09 Not \!Sec. 

Sec'tior. 7. l ~. ileleases. Seller s~a:l :.ave exec-.lted an::. 
delivered tQ t:he Purcr.aser a qanersl release !.n :avor of such 
Corporation· in the fo!':ll. set forth on Exh.i!:l!.: 3 he:et:c, other· t:ha..."l 
with respect ~o the obliqations con~emplat:e~ b7 ~~is Agree:me~~ 
and the agree?:lents cor.templated hereby. 

Section 7.H. th!'ouqh 7.13 Not used. 

Sectior. 7.14. In unctions. No cour~, aqeney or other. 
aathority shall ~ave ss~ea any order, decree or judg?:.er.~ ~~ sec 
aside, restrain, enjo!~ or prevent the pe=!o:::iar.ce ~t the 
Purchaser's cbligatior.s in Article !I he:ecf. 

section 7.15. Ins~itution cf Proceedinss. T~ere shall not 
have been i~st!tuted by any third party any suit or p:oceeding to 
restrain or invalidate this Aqreement or 'the transactions hereby
contemplated or seekinq dama.qes from or to impose obliqations 
upon any of the Corporations or the Purchaser by reasor. of this 
Aqreement or the transactions hereby conteicplated which, in the 
Purchaser's qood faith judgment, would involve expenses o: lapse
of time ~hat would be materially adverse to the Purchaser's 
ir..i::e:-es-:s. 

ARTICLE VIII 

CONDITIONS TO THE SELLER'S O!~IGATIONS 


All obligations ot the Seller under this Aqree~e~t are 
subjec:'t to the !ultillment, at t!".r.e Closinq Time, of eac!l o:! the 
following conditions, any or all of which may be waived i~ whole 
or in part, at or prior to the Closinq Time by the Sellers: 

Sec~!or. S.O~. Recresentations and Warranties. :~e 
represen~a'tions and warrar.~ies contained in ~.r~ic:e IV herec! 
shall be true in all ma:erial res?ects at and as ot ~he Clcsinq 
12116197 
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T:.zr.e as thcuqh such representations and warran·ties were ma.de at 
and as of such ci~e. The ?urchase= has not taken any action 
which would ca:.:s.i: er cons-:!.tute a material breach of an.y of t!le 
represer.tatio~s a:.~d wa=ranties set forth in Article !V hereof. 

Section e.02. Not used. 

Section 8.03. No~ used. 

Section 8.04 and Section a.OS. Not used. 

Section 8.06. Injunctions. No court, agency or other 
authority shall have issued any order, decree or judgment to set 
aside, restrain, enjoin or prevent the performance ct the 
Sellers' obliqacions in Article II hereof . 

. 
Section ·a.07. Institution of Proceedinqs. There shall no~ 

have been insti~~ted by any third party any suit or proceedinq to 
restrai:i or inval.ida'te this Aqreement or the transactions hereby
conte:n.plated o·r seek:!.nq damaqes from or to impose obligations 
upon Seller by reason cf this Agreement or the transactions 
hereby contemplated which, in the Seller's good ta.1th judgment,
would involve expenses or lapse of t:ime that would be materially
adverse to the Seller's interests. 

ARTICLE IX 

CONDITION OF THE CORPO:RAT!ONS AT CLOSING 


Not Used. 


ART!CLE X 

POST-CLOSING COVENANTS 


Section io~o1. Further Assurances. From and after the 
Closing Date, the seller shall, 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 assiqnments,
deeds, bills ot sale, drafts, checks, stock certificates, 
returns, filings and other instruments, aqreements, consents and 
assurances and take or cause to be taken all such actions as 
cou.~sel for the ~urc~aser may reascnably request for the 
effectual consummation, confirmation and particularization of 
this Aqreemer.t 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 con~emplated hereby and which consent has no~ been 
obtained prior to the Closing. 
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Sec~:or. l~.J2. Seller's A=cess.CaJ~= the C!osir.q, the 
se:le= a~d r.er ac:o-.:.r.ta~ts and at~~rneys shall have reasonable 
access duriug us~a: business hc~rs t~ the relevant books ar.d 
records rela~!~q ~o eac~ c! the Co=;orations, includi~q, wi~hcut 
limi~ation, fina.~c!a! a:..d tax records, and may make copies or 
extrac~s from the relevant portions cf such book•s and records 
tor reasonab:e o~siness purposes. The Purchaser will reasonably 
cooperate wi:h the Seller and her accountants and attorneys in 
these matters. The Purchaser aqrees to retain the books an~ 
records of the Corporation relatir.q to its operation prior to the 
Closing Date for at least one year after the Closinq Date.~/ 

//,-) /(/tier 10. o;. (f,) IJV" 
Section l0.03. !:lployee Be~etit ~ia.~s. The Purchaser 


reserves the riq:.:, er. or a!ter the Closinq Date, to &mend or 

~e=m~na:e, i~ w~o:e or i~ part, each Pla.~, whether or not se: 

f:r:h i~ S:he~~le 3.23 here~o, anc t~e Seller ack.~owledqes s~ch 
right, provid~d that no such action will adversely affec: any of 
the Seller's accrued benefits to da~e. 

sectior. 10.04 throuqn 10.06 Not ~sed. 

Section 10.~7. Purchase Price Acceleration Event. 

Purchaser hereby covenants and agrees that Purchaser will not 

cause the occurrence of .ar.y Purchase ~rice Accelerat!on Even~ 

p~ior to Ap=!l l, l99S. 


ART!CL:E: X! 

TERMINAT!ON 


Not: used. 

ARTICLE XII 

INDEMNIFICATION 


Section 12.Cl. By the Sellers. For the two (2) year pe~iod 
i.ir...~ediately followinq the Closing Date, the Sel!er aqrees to 
indemnify and hold harmless the Purchaser, the Corporations and 
their respective directors, officers, employees ar.d aqents (the 
"Purc~aser Part!es") aqains-:, and to reimburse the Purchaser 
Parties on demand wi:~ respect to up to eleven and four tenths 
Cll.4l) percer.~ o! the total amount of, a~y and all losses, 
liabilities, obliqations, suits, proceedings, de!llAnds, judc;ments,
damages, claims, expenses a.."ld costs (includinq, without 
l!mi~a~ion, reasonable fees, expenses and disburse~ents ot 
counsel and accountants) (collec~ively, "Oamaqes") which each may
suffer, incur or pay by reason of (i) the breach by Seller of any 
represer.ta:ion, warranty, a;reement o: covenant contained in this 
Aq:ee!!le~t o= i~ any aqree~ent, certificate o: other documer.~ 

delivered to the Pur:r.aser pursuant to the provisior.s of t~is 
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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, boob of account eonc:erning Royalties earned hereunder and our calculation of 
the Purchase Price. A certified public accountant on Seller's behalf, may, at Seller's sole 
expense, c:xamjne such books relating to the Royalties and the calculation of the Purchase Price 
(collectively refaxed to as the "Records") solely for the purpose of verifying the M:CUf1CY thereof, 
only during our normal businea bo1ln and upon reasonable written notice. Such Records may 
only be cmpnjrwd ftr 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 011 one occasion. Seller agrees to notify Purchaser in writing within ninety 
(90) days after such aamimtion if Seller believes that Purchaser's Records are not accurate, and 
to supply .Purcbaaer with the n=port of Seller's accountants includiq their description of any and 
all alleged inaccuncies contained tbmein. Seller and its accotJDtants agree to keep all information 
obtained in such examiMtion confidential and to use it aolely for the purpose of this paragraph. 
The rights hereinabove granted to Seller shall constitute Seller's sole and excJusiw rights to 
examine the Records. 
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Aqreeme~~, Ciil ~~e failure ot Selle: t~ perform any aqree..~ent 
required by this Aqreement or any agreement executed pursua~t to 
~r.e provis:ons o! ~~is Agreemen~, c~:i) a~y failure by the 
Corporation, prior to the Closing Cate, to comply in all respects
with all laws, r~:es, regulations, orders, decrees o: judgments
applicable to it; and (v) any adjustments, interest, penalties or 
other assessment by any taxing authority for Taxes for any ot the 
Corporations for the period ending July 31, 1997 or earlier. 

Sec~ion 12.02. at the Purchaser. For the two (2) year
period immediately !o lcwlr.g the Closinq Date, the Purchaser 
aqrees to indemnify a.~d hold harmless t.~e Sellers aqainst, and to 
reimburse the Sellers on demand with respect to, any and all 
Damages which she may sufter, incur or pay by reason of (i) the 
breach by the Purchaser o!· any representation, warranty, 
aqreement or covenant contained in this Aqreement or in any 
agreement, certificate or other document delivered to the Sellers 
pursuant to the provisions of tbis Agreement, (ii) the failure o! 
the Purchaser to perform. any aqreement required by this Aqreem.ent 
or any agreeme~t execu:ed pursuant to the provisions of this 
Aqreement, and (iii) the alleqaticn in writinq .by any third party
of the ex!ste~ce c: any liability, obliqatior., lease, agreement, 
contrac~, other =~mn:.!tment or s~ate of facts which, if such 
alleqation were t:ue, would constitute a breach by the Purchaser 
ct any representation or warranty contained in this Aqreement or 
in any agreement, certificata or other document delivered by or 
on behalf ot t~e Purchaser to the Sellers pursuant to the 
provisions ot this Aqreeman~ or of any covenan~ made by the 
Purchaser hereir. or therein. ~ . 

t""/ 
section 12.03. Indemnification Procedure. The Purchaser 

Parties, in the case ot Section 12.oi hereof, and the Seller~, in 
the case of Section 12.02 hereof (hereinafter, the applicable 
party or pa:ties providir..q indemnity, the "Indemn:!.fyinq Party"
and the par~y or par~ies .being indemnified, the "Indemnified 
Party") agree to give ~he Inde.'11..~ifyinq Party prompt written 
notice o~ the occurrence of any event which may result in 
indemnification hereunder. If such event invo.lves a claim by a 
third party, the defense of such claim shall be at the 
Indemnifyinq Party's sole cost and expense. Purchaser shall, in 
all cases whether it is the Indemnityinq Party or the Indemnified 
Party, have the sole riqht to control the contest, defense, 
settlement or compromise of any matter qivinq rise to such 
indemnification. Tbe Sellers shall have· the right to participate
in such defense at the Sellers' cost and expense. The 
indemnifica~io~ ?rcvided herein shall be the exclusive re~edy 
which the Inde:n.~!!ied Party shall have for the breach of a 
representatior., warranty or covena.r.t. 

Section 12.04. Omit~ed. 
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Sec~:or. 12.05. 
Sellert, 

Li~ita~ions or. Ind~ication. Neither 
on the one hand, nor eireA•••r? bn the other, shall be 

required to make any indemnification payments under Section 12.0l 
or Section 12.02, as the case may be, except to the extent ~hat 
the cur.iulative a.?:\Our..t of the damaqes actually incurred by the 
other party here~o actually exceeds the sum of Fif~een Thousand 
($15, oooi Dollars. The Se!lexs •.c aq!)reg!'!e liability tor - ~111'.s 

_/"":~indemnification paymen~s under Section 12.01 shall not exceed ~:~ 
.J" 1' 	 Seven Hundred and Fifty Thousand Dollars ($750,000). The \!f"'' 

P~reftaeer'a aqqreqate liability fer indemnification payments ~ 
under Section 12.02 shall not exceed Seven Hundred and Fifty
Thousand Dollars ($750,000). 

)l.,,vd.va ).-.. 	 va..+a·..~ 
Section :2.06. Exclusive Remedies •. The respective indemr.ity

riqhts se~ forth in this section are Intended to be the exclusive 
monetary remedies of the parties in connection with this 
Aqreement an~ the transactions contemplated by this Agreement, 
except that nothinq in this Aqreem.ent shall limit in any way the 
availability of .specific performance, injunctive reliet, or other 
equitable re~edies to which a party may otherwise be entitled. 

ARTICLE XIII 

OPERATION OF AGREEMENT 


Section 13.01. Implementation. Each of the parties aqrees
and covenants promptly to execute and deliver, or cause to be 
executed and delivered, to each of the other parties such 
documen~s or instruments, in addition to those expressly required
by the Aq~eement to be executed and delivered, as any of the 
other 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 aqreements (includinq, without linitation, the 
Letter of Intent"}, contracts, promises, representations and 
statements, if any, a.mon9 the parties hereto as to the subject 
matter hereof, are merged into this Aqreement. This Agreement,
together with all aqreements, Schedules, Exhibits, documents and 
other instruments to be attached hereto or delivered herewith 
sets torth the entire unders~andinq between the parties, and 
there are no ter.us, conditions, representations, warranties or 
covenants otr.er than those contained ~erein and in such 
aqreements, Schedules, Exhibits, documents and other instrt.:Jilents 
to be attached hereto or delivered herewith. 

Section 13.03. Amendment and Modification. No term o: 
provision of ·the Aqreemen~ may Ee am.ended, released,. discharqed 
or modified in any respect except i~ writing signed by the party 
ll/16197 
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to be cha=qed an~ o~ly t~ t~e exter.t therein set forth. 

Sect~on l3.J4. Waiver. (a) No waiver shall be deemed to be 
made by ar.y of t~e pa:=ies to any cf i~s rights hereunder unless 
that waiver shall be in a writing siqned by the waiving par~y and 
only to the extent therei~ set fort~. 

(b) No failure of any of the parties to exercise any 
power given such party hereunder or to insist upon strict 
compliance by any·other party with its obliqations hereunde=, and 
no custom or prac~ice of ~he parties at variance with the terms 
hereof shall constitute a waiver of the right ot any party to 
demand precise compliance with the terms of the Aqreem.ent. 

Section 13.0S. Notices. (a) All notices, consents, demands 
or other ccmmunicatior.s required er permit~ed to be given 
pursuant to ;he Agreemen~ shall be in writing and shall be deemed 
sufticiently·qiven on (i} t~e day on which delivered personally 
or by facsimile (with prompt contir:nation by mail) during a 
business day to the appropriate. location listed as the add.:ess 
below, (ii) thre~ business days after the·postinq thereof by
United States reqistered or certified first class mail, retu:n 
receipt requested with postaq& and fees prepaid, or (iii) one 
business day after deposit t~ereof tor overnight delivery. Such 
notices, consents, demands or other communications shall be 
addressed respac:ively: 

>.s to the Selle:: Anita Stewart 

with a copy t::;: AtKn. Alan Pae 1ik1 Esqo. ~.+•.
Patzik, Frank & liiaeay'; Ltd. 
150 South Wacker Drive 
Chicaqo, Illinois 60605 
Telecopy No.: {312) 557-8101 
lt'ff"'" .• Altt,,., 11.f&:k; <I,£· oJ'. 

As to the P~rchaser: Virqin Records of America, Inc. 
338 Foothill Road 

· Beverly Hills, California 90210 
Attention: President 
Telecopy No.: (310) 278-9918 
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wi:.h a. copy ':o: Fischl:la.ch, Pe:lstein,· 
Lieberman & Yar.ny 
1925 Century Park East, Sui~e 1260 
Los Anq~les, California 90067 
Attention: Bernard J. Fischbach 
Telecopy No.: (310) 556-1956 

or to any o~her address er telecopy number which such party may
have subsequently co:m:r.unicated to the other parties in writinq. 

(b) Except a.s o~herwise provided in the Aqreement, any
notice, conse~t, dei:ar.d er other cc::nmunica:ion qiven hereunder 
may be signed or. behalf of a party by any duly authorized 
representative cf that pa~ty. 

Section.13.06. Successors and Assiqns. Each and every
representat1on, warranty, covenant, aqreement, indemn~fication, 
and provision of the Aqreement ehall be bindinq upon and inure to 
the benefit of and be enforceable by the respective successors 
and assiqns of t~e parties hereto. Except as otherwise expressly
provided herein, this Aqreement may not be assigned by any party
hereto w~~hcu~ t~e ~=ior written consent of t.~e other pa:ties
hereto. A.~y pu=:;>crted assiqr.ment in violation ot .this Aqreement
shall be void. 

ARTICLE XIV 
CONSTRUCTION or AGREEMENT 

section 14.01. Governinq Law. The Aqreement and any other 
aqreement entered into In connection herewith shall be qoverned
by, and co~strued under and i~ accordance with the laws ot the 
State of califor~ia applicable to contracts made and wholly to be 
perfor.ned t~e:ein by residents thereof, without qivin; effect to 
the conflict of laws principles thereof. 

Section 14.02. Gender and Person. Wherever the context so 
requires, the masculine pronoun shall include the fam~nine and 
the neuter, and the sinqular shall include the plural. 

Section 14.03. Captions. The captions and the table of 
contents appeari~q in this Agreement, are inserted only as a 
matter of convenience and for reference and in no way define, 
limi.t or describe the scope or intent of this Agreement or any of 
the provisions hereof. 

sect~on 14.04. Savi~gs Provision. If any term o: provision
of this Aqreemer.t, the application thereof to any person, o~ 
circumstance sh.all, to any extent, be invalid or unenforceable, 
12116197 
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the remainder o~ t:h.e Jl..qreemen'C o:- the applicat:ion of suc!'l ::e.?:":n or 
prov!s!on :o persons or c~r=umstances other than these as c~ 
which i-: is held voi.d o= u::.er.for::eable, shall net be· af fec::.ed 
thereby, and eac~ term and provision cf the Agreement shall oe 
valid and be e~f~rced to the f~l:est ex:ant pe=:nitted by ~aw. 

ARTICLZ "J\'>l 


MISC!.LL.iw.'lEOUS 


Seccion 15.Jl. survival of Representations and War=anties. 
Except to the ex::ent set !orth in Section l~ •.ol, above, all 
statements, cer~ifications, inde.m.r:.ificacions, representations and 
warranties made nereby by the par~ies to chis Agreement and their 
respective covenants, agreements and obligations to be performed 
pursuant to ~he terms he=eof, shall survive the consummation of 
the transac~ions contemplated hereby for a period of two years 
~:o~ the Closi~q Date, unless waived in writinq, nocw1thstandinq
any exa.r:iinat!on ~y·or on behalf of any pa::y here:o and 
notw:thstandi~q ::he ccnsummat!o~ of the t:ar.sactions hereby
contemplated. 

Section lS.02. Confidentialicy of Disclosures. Any 
corporate in!ormation, 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 thereof, or learned or discovered by such o~her 
party or by any representative thereof in the course ot the 
investi;ations pursuant to the consummation ot the cransactions 
contemplated by the Agreeme~t (whether prior to or after the date 
ot the execu:icr.. o'! the Aqreement) and not known by or available 
to the public at large, shall be received in confidence and none 
o! the parties nor any such authorized representative shall 
disclose o= make use ot such information or authorize anyone else 
to disclose or make use thereof without the writt:e~ consent ot 
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 includinq, in the case ot the 
Purchase:, any disclosure under federal securities laws; 
provided, however, that in the case of any disclosu=e 
concemplated pursuant to this clause (b), the par:y seekinq to 
disclose suet in!ormatio~ shall qive the other party or parties
reasona.Dle pric: wri:ten notice thereof in order c~ afford such 
other part:y or parties reasonable oppor.tur..ity to seek a 
protective order or other limitation under such disclosure. 

Sec~ion 15.03. Not used. 

Section 15.04. Cumulative Riqhts and Remedies. The rights 
12116197 
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and remedies p~ovided for in the Aqreement are cum~lative ar.d in 
addition co, and shall not restrict or limic, any other :iqhts
and remedies available at law or in.equity. 

Seccion 15.05. Consent to Jurisdiction. With respect to anv 
claim arisinq ouc o! this Aqreement, the Sellers irrevocably 
submit to the jurisdiccion of the courts of the State o! 
Calitornia and -:he United States District Court locaced in the 
Central Oistric~ ot California (and ot 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 ot any action, suit or proceeding arisinq out ot or 
relatinq to this Aqreement brouqht in such courts, irrevocably
waive any claim th'at any such action, suit or proceedinq brcuqht
in any such. cour-: has been brouqht in an inconvenient forum and 
~urther irrevocably waive the riqht to object with respect co 
such claim, action, suit or proceedinq brought in any such court, 
that such court 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 ex~enses associated with the neqotiation and . 
execution ot the Aqreement and the consummation ot the ~ 
transactions contemplated hereby including, without limitation, ~ 
leqal and accounting- fees and expenses. Mft-'#ts r.,,.,1,-., NC. """"'"";,?
/ltl1'c.lt,1t11,,,.. J\.u> 1111t1,.,.,"' 7" J>•-r wll#:r 1i11•( e~s •srdc.,ltf!t,..l .....~ 71.t ~,• .,,.ft,-,.. 1 

Section 15. 07. Not used. 1t.c..t. "'/ff'"'•~iN4 oP ~ A.ltw,.,,..r ,,,.1- 1-e ~,t~,.,..(
-14''~ ~,,..,,.. 'f1uflStflltJJ/ Z) IU.tt,., (.,# J.lj,,_4' .Ob') • 

Section 15.08. Third Parties. Other than the parties
hereto, no person shall have any riqhts under or to entorce any
provision of this Aqreement. 

Section 15.09. Counterparts. The Aqreement may be executed 
in one or more counterparts, each ot which shall be deemed an 
oriqinal and all of which taken toqether shall constitute a 
sinqle agreement.
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
II 
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IN WIT~SS WHZREOF, the undersigned have executed this 
Aqreemen~ as of the 22nd day of December, 1997. 

VIRGIN RECORDS OF AMERICA, INC. 

By~~~..;;.._~_;..__.&.--___ 
Name: 
Title: 

SELLER: 

By: An~rt 
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VIA FAX: (110) 312.4711 
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EMPLOYMBl'fI AGREEMENT 

This Employment Agreement ("Agreement") is entered into as ofthis -,m 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 ofCompany. 

1. EMPLOYMENT; DUTIES AND ACCEPTANCE: 

(a) Employment by Company. 

Company hereby engages Executive and Executive hereby agrees to 
provide to Company and the Affiliate (as defined below) her full-time services as Company's 
President on the terms and conditions ofthis Agreement. In addition Executive shall be 
President ofAbacus 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 ofVirgin 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 ofcompanies which 
are necessary or advisable to manage and conduct the businesses of Company, subject always to 
the policies set by the Board ofManagers of the Company and the Approved Budgets (as such 
term is defined below). Throughout the Term ofthis Agreement Executive shall devote her full 
working time and energy exclusively to performing the services and duties ofher employment 
hereunder to the best ofher ability and utilizing all ofher 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 s!!Ylces (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. 

(b) AcceJ;>tance ofEmployment by the Executive. 

The Executive accepts such employment. 

(c) Location ofEmployment. 

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 ofVRA unless 
May23, 1999 
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Executive consents tc;> same. 

2. TERM: 

The te:rm ofExecutive'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 "Te:rm") 
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 Te:rm. 

3. CO:MPENSATION AND BENEFITS: 

(a) SaJ.aa. 

Company shall pay to Executive during the Te:rm, a salmy (the "Annual 
Salmy") at the rate ofnot less than Three Hundred Thousand ($300,000) Dollars per annum. 
Executive's Annual Salmy 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 ofeach month 
during the Te:rm. Such sa1my 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. 

(b) Yearly Bonuses. Commencing with the First Computation Year (as such te:rm 
is defined below) and thereafter for each Computation Year (as such te:rm is defined below) 
throughout the remainder ofthe Te:rm, 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 ofExhibit "A" 
attached hereto): 

(i) (A) a smn (the "Earnings Bonusj equal to 25% ofPretax Net Earnings 
(as such term is defined below) in excess ofThree 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% ofPretax Net Earnings in excess ofSix Million ($6,000,000) Dollars in any 
Computation Year. 

(B) Any such Earnings Bonus shall be payable within 90 days after the 

end ofthe applicable Computation Year in which it is earned. 


(ii) the following sums: 

(A) on Net Sales through Nonna! Retail Distribution Channels (as 
such te:rm is defined below) in the United States ofAlbums released by any Company owned and. 
controlled by any EMI Company (as such term is defined below) containing solely master 

. May 23, 1999 
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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 ofExhibit "A;' attached hereto. 

(B) on Net Sales through Normal Retail Distribution Channels in 
the United States ofa 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 ofcents 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 S0.20. 
Such NOW Venture Retail Sales Royalty shall be computed and paid as set forth in paragraph A 
ofExhibit "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 tenn is 
defined below) during the applicable Computation Year on behalf ofany Directed Company (as 
such term is defined below) paid as set forth in Paragraph B.1 ofExhibit "A". Any such 
Westwood Fulfillment Royalty shall be payable within 120 days after the end ofthe 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 ofthe 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'j during each Computation Year. In 
computing Net P.rofits, 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 it.is 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 Salmy and Yearly Bonuses {exclusive ofthe 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 ofExhibit "A" attached hereto): 
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(i) Such Incentive Bonus shall be calculated as follows: 

(A) a sum equal to sixty (60%) percent ofthe 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 ofeight 
(8) (the "First Tranche Incentive Bonus"), provided that (A) for pw:poses ofcalculating 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 (400A) percent ofthe 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)(ili), below, multiplied by a factor ofeight (8) (the "Second Tranche Incentive Bonus"), 
provided that (A) for purposes ofcalculating the Second 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 Second Tranche Incentive Bonus sh.all 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 ofthe Advances, 
ifany, and Four Million Dollars, not set offagainst the First Tranche Incentive Bonus, ifany, · 
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 ofthe Computation Year in which this Agreement is expires in 
order to reconcile the reserves held in the original calculation ofthe Incentive Bonus, and ifthe 
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) ifthe difference is greater then sucli 
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, ifany, Company shall pay to Executive as advances(" Advances") 
recoupable against the Incentive Bonus a sum equal to One Million ($1,000,000) Dollars. The 
Advances, ifany, sh.all be payable within 90 days following the end ofthe Computation Year in 
which such Advance was earned. 
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(iii) Notwithstanding anything in the foregoing to the contrary but subject to 
paragraph 8(f): 

(A) In the event oftermination ofthis Agreement by Company for cause 
pursuant to Paragraph S(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) Ifsuch termination occurs between September 1, 2003 and August 31, 
2004 Executive shall not be entitled to the Seeond Tranche Incentive Bonus. 

(2) Ifsuch 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 Eamings 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 FolD' 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 ofwhich is seven (7) and the numerator ofwhich 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 ofExecutive's termination. 

(3) Ifsuch 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 F~ 
Computation Year through the end ofthe last Computation Year immediately preceding 
Executive's termination; (b) multiply the result of (a) or Three Million FolD' 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 ofwhich is seven (7) and the numerator ofwhich is the number ofComputation 
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 result of( c ). 
Company shall pay to Executive such Incentive Bonus within 90 days following the date of 
Executive's termination. 

(B) In the event ofthe termination ofthis 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 Earnings derived by Company from 
September 7, 1999 (for purposes ofthis calculation September 7, 1999 through September 30, 
1999 shall be deemed to be one (1) month) through the end ofthe 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 amoimt 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 ofwhich is eighty-four (84) and the 
numerator ofwhich is the number ofmonths which have elapsed from September 7, 1999 
through end ofthe month in which the Termination Event occurs; (e) 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) detennine the average monthly Pretax Net Earnings derived by Company from 
September 7, 1999 (for purposes ofthis 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 ofwhich is eighty-four (84) and the 
numerator ofwhich is the number ofmonths 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 ofFour 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) In the event oftermination of this Agreement by Company without cause 
(as such term is defined in Paragraph S(cJ, below) or termination ofthis Agreement by Executive 
for cause as set forth in Paragraph 8 (d), below, then Company shall calculate the Incentive 
Bonus as follows: 

(1) ifsuch 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 I 00% ofsuch 
amount as opposed to 600At ofsuch 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) ifsuch termination occurs after August 31, 2003 then such 
Incentive Bonus shall be calculated p11l'SUant to paragraphs 3(c)(i)(A) and (B) except the average 
Computation Year Pretax Net Earnings shall be calculated as at the expiration ofthe 
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 tennination occurs in order to reconcile the reserves held in 
the original calculation ofthe Incentive Bonus pursuant to Paragraphs 3(c)(iii)(A),(B) and (C), 
and ifthe 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) ifthe 
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, 

AUTOMOBil..E ALLOWANCE, EXPENSES: 


(a) Frin&e 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 ofemployment) pursuant to the rules set forth in each ofsuch plans, 
each in accordance with the terms and conditions ofsuch plans (collectively referred to herem as 
"Fringe Benefits"). 

(b) 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 a 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 ofpaid vacation time is 
accrued or earned, no further vacation time is accrued or earned until after vacation is taken and 
the amount ofExecutive'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 ofTwelve Hundred ($1200) 
Dollars per month and Company will pay for Executive's parking at the building in which 
Company's office is located. 

(d) Expeuses. 

Following Executive's submission ofher 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 ofdischarging the Executive's 
duties hereunder. 

S. 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") ofsuch 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 11B". It is understood by the parties that during the Term all of EMI's 
TV mai:keted (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 mai:ket any DRTV project (which 
Executive may only retiJse 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 e-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 mai:ket by means oftelevision , 
advertising (''TV mai:ket" or ''TV marketed'') Albums ftom other recard companies of 
Executive's own choice. In 'Choosing such projects Executive shall take into consideration the 
type ofDRTV 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 mai:ket 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 Compmy ("EMI Albums''); provided ifVRA chooses not to TV mai:ket 
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 ofsuch fact and provided further that any failure by VRA to so 
notify Executive shall not be deemed to be a breach of this Agreement 

May 23, 1999 

cc/vra/castalianlstewart. 7 


8 




(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 ofthe 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 
Earnings. 

(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. An.y such Now Album shall not be deemed to be an EMI 
DRTV Album. 

(e) During the term ofthis Agreement, Company shall exclusively use 
Westwood's Fulfillinent Center pursuant to the agreement dated July 1, 1998 between Company 
and VRA. The term ofsuch aforementioned agreement shall be shall be extended to coincide 
with the Tenn 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 ofLong Form Projects") during 
the Term, provided that (x) the cost ofeach such Long Form Project shall not exceed the normal 
and customary cost oflong 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 

.S(a); and (z) ifany Set ofLong Form Projects loses money, then any such further Set ofLong 
Form Projects shall be subject to the approval ofVRA. 

(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 ofthe 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 ofAlbums 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 S (g) to the contrary, Executive shall have the right in any Computation Year to 
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move up to twenty (200.4) ofthe 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 bom>ws money from VRA or any ofits affiliates, Company will be 
charged interest by VRA or any ofits affiliates at the normal and onlinary 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, Califomia or the maximum rate pennitted by law, if 
less, with adjustments to be made retroactive to the date ofthe announcement ofsuch 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 ofclarification, any amounts 
repaid to VRA ofsuch Initial Loan may be bom>wed 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 bom>wed 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 pfManarua. During tho Term, an operating board (the 
'"Board") shall be created for Company. The Board shall consist ofthree (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 select one (1) of 
such two (2) individuals. The individual designated by Executive shall sit on the Board until 
removed, ifever, by VRA. IfVRA 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) IfVRA is contractually able, VRA shall assign to Company all merchant 
accounts owned as of September 7, 1999 by Westwood. IfVRA is not able to able to assign 
such account to Company, then it will assist Company in obtaining such merchant account at no 
cost to Company. 

(k) For as long as Executive remains employed by Company, and provided that 
Company ac::tually undertakes the marketing ofthe Westwood Long Fonn Catalogue, VRA 
agrees to cause Westwood, in connection with Company's marketing ofthe Westwood Long 
Form Catalogue, to pay Company the sum ofEighty Five Thousand Dollars ($85,000) on a 
quarterly basis in the amount ofTwenty-One Thousand Two Hundred and Fifty Dollars 
($21,250) per quarter during the first year after Closing, the sum ofSixty Thousand Dollars 
($60,000) on a quarterly basis in the amount ofFifteen Thousand Dollars ($15,000) per quarter 
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during the second year after Closing, and the sum ofForty 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 COVENANTS 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: 

(a) · NoJJ::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 ofany Protected Company, any ofthe respective employees ofany Protected 
Coinpany (each, a "Protected Employee"), or knowingly participate in any such discussions with 
any such Protected Employee regarding the possibility ofhis or her employment by any entity 
other than any Protected Company, or the possibility ofsuch Protected Employee terminating his 
or her employment with any Protected Company, or (ii) hire any Protected Employee who has 
left the employment ofany Protected Company within one (1) year after the termination ofsuch 
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 refer.red to as the ''Restricted Periods''). 
Notwithstanding the foregoing to the contrary, ifat 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. 

(b) Confidential Infonnation. 

The Executive agrees that neither during the Tenn nor during the 
Restricted Years (as such term is defined below) after the expiration or termination ofthe Term 
the Executive Sb.all 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 ofherself, or others, any confidential information ofany Protected Company obtained 
by the Executive during the Tenn or any time thereafter, including. without limitation, "know
how" trade secrets, details ofsuppliers, 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 ofany Protected Company; provided. 
boweyer, that this provision shall not preclude the Executive from (x) upon advice ofcounsel, 
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 result of 
any violation of this Paragraph 6(b) by or on behalf ofthe 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 ofAlbums by television 
which was within Executive's knowledge prior to her executing this agreement. 

(c) Prqperty ofCompany. 

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 docmn.ents (and all copies 
thereof) made or compiled by the Executive or made available to the Executive concerning the 
business ofany Protected Company shall belong and remain in the possession ofany 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) RiaJrts and Remedies Upon Breac;h. 

If the Executive breaches, or threatens to commit a breach of, any ofthe 
provisions ofParagraph 6. hereof (the "Restrictive Covenants"), the Company shall, subject to 
Executive's right to cure such breach or anticipated breach as provided in Section S(b)(iii), have 
the following rights and remedies, each ofwhich rights and remedies shall be independent ofthe 
other and severally enforceable, and all ofwhich 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. 

(ii) Accountin". 

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 ofany ofthe Restrictive Covenants, and the Executive shall account for and 
pay over such Benefits to the Company. 

(b) SeyerabUity ofCovemmta. 
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Ifany court detennines that any ofthe Restrictive Covenants, or any part 
thereof, is invalid or unenforoeable, the remainder ofthe Restrictive Cov~ts shall not thereby 
be affected and shall be given full effect, without regard to the invalid portions. 

(c) Blue-Pencillini. 

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

(d) Enforceability in Jmjsdictions. 

The parties intend to and hereby confer jurisdiction to enfOICe the Restrictive 
Covenants pursuant to the dispute resolution procedure set forth paragraph 11.2. Ifthe courts of 
any one or more ofsuch jurisdictions hold the Restrictive Covenants UI1.enforceable by reason of 
the breadth ofsuch scope or otherwise, it is the intention ofthe parties that such determination 
not bar or in any way affect Company's right to seek the reliefprovided in this Paragraph 6 in the 
courts ofany other jurisdiction within the geographical scope ofsuch Restrictive Covenants, as 
to breaches ofsuch 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: 

(a) Iennination Upon Deatb or Disability. 

Ifduring the Term, Executive should (i) die or (ii) Executive becomes so 
physically or mentally disabled whether totally or partially, that Executive is unable to perform 
the duties, functions and responsibilities required hereunder for (aa) a period oftwo (2) 
ccmsecutive 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 hercUil.der. 
Executive agrees to submit to reasonable medical examinations upon the request ofCompany. 
The existence of Executive's disability for the purposes ofthis 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 ofmedicine. 
IfExecutive'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 earned through the date of 
termination (provided that the Earnings Bonus, ifany, 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"), ifany, 
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earned through the date oftermination. 

(b) Iemtlnation by Company for Caqse. 

(i) Company may terminate this Agreement and Executive's 
employment hereunder, without any further obligation to Executive after the date oftermination 
(except as expressly provided herein) for "cause". As used in this Paragraph S(b) and Paragraph 
S(c), "cause" shall mean only any ofthe following: (A) a breach of a material term of this 
Agreement by Executive; (B) the failure ofExecutive to pcrfonn services and duties exclusively 
for Company; (C) conduct amounting to fraud, embezzlement. material acts ofdishonesty, or 
willful or illegal misconduct in connection with Executive's duties under this Agreement and as 
an officer ofCompany; (D) Executive's continuous willful insubordination (for the pwposes of 
this subparagraph S(b)(i)(D) "continuous willful insubordination" shall 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 ofa felony. In the event Executive is terminated for "cause", Company's obligations 
to Executive shall be limited to the payment of Executive's base salary and Yearly Bonuses 
earned through the date oftermination (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 (hcrcin.after collectively referred to 
as "Fringe Benefits"), ifany, earned through the date oftermination and the Incentive Bonus 
under Paragraph 3(c)(ili)(A). 

(ii) The Company may terminate Executive's employment hereunder in the event 
that any time after November 30, 2000 (i) the operation ofCompany has generated pretax 
cumulative losses (calculated according to Generally Accepted Accounting Principles) in excess 
ofThree Million Dollars ($3,000,000), or (ii) tho operation ofCompany has generated pretax 
losses (calculated accordirig to Generally Accepted Accounting Principles) in any Computation 
Year in excess of One Million Five Hundred Thousand ($1,S00,000) Dollars. IfCompany shall 
terminate Executive's employment as provided in this Paragraph S(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 oftermination 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 tenns ofsuch plans. Amounts payable by Company to Executive pursuant to 
this Paragraph S(b)(ii) shall be payable when and as the same would otherwise have been payable 
under the terms hereof. Except as provided in this Paragraph S(b)(ii) and in paragraph S(t) 
below, following termination ofher 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 S(b)(ii) or other 
compensation hereunder). 
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(iii) Company shall notify Executive in writing ofany breach or anticipated 
breach ofparagraph S(b)(i) and paragraph 7(a) and any termination ofExecutive'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 ofthe Restrictive Covenants for 
which the cure period shall be twenty (20) days; provided, however, there shall be no cure for 
any breach ofthis Agreement by Executive after the first breach ofthis Agreement by Executive 
for the same cause. 

(c) Termination by Company Without Cause. 

Ifthe 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 oftermination, a lump sum 
payment equal to the Annual Salary, unpaid vacation pay, umeimbursed 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 ofthe Executive's termination, and 
any Yearly Bonuses which are eamed through the last day ofthe month prior to the date of 
Executive's termination; and (ii) from and after the effective date specified in the Company's 
notice oftermination 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 offour (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 S(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 ofthis Agreement pursuant to thi!I 
Paragraph 8(c), the amounts or benefits payable or provided to the Executive under this 
Paragraph 8(c) shall cease and the provisions ofParagraph 8(a) shall apply; gid provided, 
further, that commencing from and after the expiration of the Non-Mitigation Period (as such 
ter.m 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. Forpwposes ofthis Paragraph 8(c), the "Non-Mitigation 
Period" shall mean the period commencing from and after the date oftermination ofthis 
Agreement pursuant to this Paragraph S(c) until eighteen (18) months thereafter. Payments made 
to the Executive pursuant to this Paragraph S(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 ofthis 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 ofany compensation that the Executive may obtain at any time 
following the termination ofthis 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 ofthe annual average Yearly Bonuses paid to Executive pursuant to Paragraph 
3(b)(exclusive ofthe Westwood Long Form Profit Share) prior to Executive's termination 
pursuant to this paragraph 8(c). 

(d) Termination by Executive. 

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 ofthis Agreement by Company which shall not have been cured by 
Company as provided in paragraph 17 below. Termination ofExecutive'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. IfExecutive 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 oftermination. a lump sum payment equal to the Annual 
Salary, unpaid vacation pay, umeimbursed 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 ofExecutive's termination; and (ii) from and 
after the effective date specified in the Company's notice oftermination through the last day of 
the Term, the Annual Salary, the Termination Bonuses, except such Termination Bonuses shall 
only be paid for a period offour ( 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 ofthis 
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 ofParagraph 8(a) shall apply; 
and provided. further, that commencing from and after the expiration ofthe 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 ofthis 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 ofthis Agreement pursuant to this Paragraph 8(d) (for 
purposes ofclarification 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 CODBtitute an overpayment made by the 
Company to the Executive under this Paragraph 8( d) as a result ofany compensation that the 
Executive may obtain at any time following the tennination 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 (500/o) percent ofthe annual average Yearly Bonuses paid 
to Executive pursuant to paragraph 3(b)(cxclusive ofthe Westwood Long Form Profit Share) 
prior to Executive's termination pursuant to this paragraph 8(d). 

(e) Desianation ofBencficiacy. 

The parties hereto agree that the Executive shall designate, by written 
notice to the Company, a beneficiary to receive the payments descnoed in Paragraph 7 in the 
event ofher 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. 

(0 No Repayment on Termination, Notwithstanding anything to the contrary 
contained in Paragraph 8 ofthis 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 tennination, provided it is understood that this in no way affects 
Company's rights or remedies for damages in cotmection with any tennination pursuant to 
paragraph 8(b). Further nothing in this paragraph 8 is meant to alter, modify or in any way 
amend the provisions ofparagraph 3(c). 

9. EXECUTIVE'S REPRESENTATIONS AND WARRANTIES: 

(a) RiiJrt to Enter Into Aan;ement. 

Executive has the unfettered right to enter into this entire Agreement on all 
ofthe terms, covenants and conditions hereof, and Executive has not done anything which may 
curtail or impair any ofthe rights granted to Company herein. 

(b) Breach Under Other Aill§1ent or Ammaement. 

Neither the execution and delivery of this Agreement nor the performance 
by Executive ofany ofher 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 ofthe agreement entered into between 
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Virgin Records CM Holdings, Inc. and Executive of even date herewith. 

(c) Services Rendered. Deemed Special. Etc. 

Executive acknowledges and agrees that the services to be rendered by her 
hereunder are ofa special, unique, extraordinary and intellectual character which gives them 
peculiar value, the loss ofwhich cannot be adequately compensated for in an action at law and 
that a breach ofany 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/GOVERNING LAW: 

11.1 This agreement shall be govemed 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 ftaud) 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) ofthis Agreement or such agreements, then all 
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 referee 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. 

(a) All Disputes. Except as provided hereafter, all Disputes shall be tried by a 
single referee under an order of general reference to by 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 
cowt. 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 California with all parties 
hereby waiving any right to trial by jury. Ifavailable, 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. 
Ifcounsel 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 an9, 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 
ofreference. 

(b) Procedures. The referee shall conduct and decide all p~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 California 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 referee. 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 
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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 deten:nined expeditiously and promptly by such referee. Towanis 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 
referee 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 ofthe Dispute in controversy. 

(c) Specific Enforcement. The reference provisions ofthis 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 
ofthe following: 

(1) Grant temporary and/or permanent injunctive relief; 

(2) Issue an order appointing a receiver; 

(3) Issue writs ofmandate; 

(4) Issue writs of administrative mandamus; 

(5) Issue writs ofprohibition; 

(6) Issue writs ofcertiorari; 

(7) Issue writs of attachment; 
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(8) Issue writs ofexecution; 

(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 is determined by the 
referee or a court ofcompetent jurisdiction that the powers ofthe 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 pmpose 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, 
including 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 ofany 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 ofsuch third could materially 
and adversely affect the rights of the parties or any of them. 

(f) Fees and Costs of Referee, The fees and costs of ~e 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. 

(g) Proyisional Relief Pmdina 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 tenns, and the singular or plural thereof, used in this Agreement 
shall have the meanings set forth below: 

(a) "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 approved pursuant to the 
approval methods described in paragraph 5(g). 

(t) "Benefits" shall have the meaning as set forth in Paragraph 7(aXii) hereof. 

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

(h) "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 ofthe majority ofVRA's (or VRA's affiliates or licensees) 
then-cum:nt newly·released top-price records in such configuration. 

(i) "Closing Date" shall mean the date on which this Agreement will be fully 
executed in counterpart. 

(j) "Company" shall have the meaning as set forth in the preamble hereof. 

(k:) "Current Pop Hits Compilation" shall mean Albums embodying 
compilations ofpop hit Masters (as distinguished from country or Christian master recordings) 
which Mastem were initially released in the United States during the twelve (12) month period 
prior to the release ofsuch 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 ofExecutive's efforts ofreferring 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 S(a) hereof. 

(p) "DRTV Albums" shall have the meaning as set forth in Paragraph S(a) 
hereof. 

( q) "Earnings Bonus" shall have the meaning as set forth in Paragraph 
3(b }(i}(A) hereof. 

(r) "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 
ofwhich are attached hereto as Exlul>it "E". 

(t) "EMl/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. 

(v) "Exempt Interest" shall mean the interest on first One Million Five 
Hundred Thousand Dollars ($1,500,000) ofloans made to Company by Purchaser or any EMI 
Company. 

(w) ''First Computation Year' shall mean the period commencing on the date 
of full execution ofthis 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 l(cXi) hereof. 

(z) "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 oflong 
form TV infomercials. 

(cc) "LP"and "Album" shall mean a set ofno less than ten (10) Masters having. 
an aggregate playing time ofno 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 ofsixty-six and two-thirds 
(66- 213%) percent ofthe SRLP of the majority ofVRA'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 ofthe SRLP ofVRA'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 thereot) less than the SRLP of the 
majority ofVRA (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 unit 

(ft) ''Musical Composition" and "Composition" shall mean a single musical 
composition and, for the purposes ofcomputing mechanical royalties hereunder, shall include a 
medley. 

(gg) ''Net Profits" shall mean Westwood's Net Receipts less the following: 

(I) all direct and actual out-of-pocket costs and expenses incurred 
by Westwood attributable to the manufacnm; 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. 

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


(hh) ''Net Receipts'' shall mean Westwood's gross receipts less bad debts and 
returns from its customers from the sale by means ofDRTV of Albums in the Westwood Long 
Form Catalogue. 

(ii) "Net Sales" shall mean. in the case ofsales ofAlbums by VRA and 

VRA's licensees, one hundred (IOOOAi) percent ofthe aggregate number ofLPs sold for which 

VRA bas 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. 


(ij) "New Medium Record" means a record in any medium which is not in 
general commercial distribution in the United States as ofthe date hereof (and shall specifically 
include so-called "DAT''. "DCC" and Sony "Mini-discs"). · 

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

(11) "NOW Album~· 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) hereof. 

(oo) "Person" shall mean an individual, firm. trust, association, corporation, 
partnership, joint venture, joint-stock Company, bust, unincorporated organization, or other 
entity. 

(pp) "Phonograph Record" shall mean every form ofreproduction (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 ofany speed or size, reel-to-reel tapes. cartridges, cassettes, 
or other pre-recorded tapes. 

(qq) "Pretax Net Earnings" shall mean for any Computation Year, the audited 
pretax consolidated net earnings ofthe 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 ofVRA's 
affiliates to Company (unless otherwise specifically provided for herein) and excluding the 
EMI/Virgin Retajl 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 ofclarificatlon, 
Pretax Net Earnings shall not include fifty percent (50%) ofthe 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(cXi)(B) hereof. 
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(xx) ''Set ofLong Form Projects" shall have the meaning as set forth in 
Paragraph S(f) hereof. 

(yy) "Sound Recordings" shall mean the aggregate of sounds (including 
without limitation a S01Dld track associated with a motion picture) embodied in Masters and 
capable ofbeing reproduced by means ofRecords. 

(zz) ''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. 

(ccc) ''Termination Computation Year!' shall have the meaning as set forth in 
Paragraph 3(c)(vi)(D)(l) 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. 

(fft) "VRA" shall have the meaning as set forth in Paragraph l(a) hereof. 

(ggg) "Westwood" means Westwood Promotions, Inc. 

(bhh) "Westwood Fulfillment Center" shall mean the DRTV fulfillment cen,ter 
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. 

(ill) "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. 

(111) ''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 S(c) or 
(d), as applicable. 
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13. NOTICES: 

(a) Delivery. 

Any notice, consent or other communication under this Agreement shall 
be in writing and shall be delivered personally, telexed, sent by facsimile transmjssion 0 

overnight courier (regularly providing proof ofdelivery) 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 ifmailed two (2) days after the date ofdeposit 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) Ifto Executive, to her address at: 

Anita Stewart 
Clo Mitchell, Silberberg & Knupp LLP 
113n 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) ifto 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 & Liebemian LLP 
1925 Century Park East, Ste. #1260 
Los Angeles, CA 90067 
attn: Bernard J. Fischbach, Esq. 

(b) Cbanae ofAddreg. 

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

14. COMPLETE AGREEMENT; MODD1CATION AND TERMINATION: 

This Agreement contains a complete statement ofall 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 tem1S and conditions hereof may be waived, 
only by a written instrument signed by the parties or, in the case ofa waiver, by the party 
waiving compliance. No delay on the part ofany party in exercising any right or remedy 
hereunder shall operate as a waiver thereo~ nor shall any waiver on the part ofany party ofany 
such right or remedy, nor any single or partial exercise of any such right or remedy preclude any 
other or further exercise thereof or the exercise ofany other right or remedy. 

15. HEADINGS: 

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

16. 	 GUARANTY: 

Concurrently herewith Purchaser shall execute and deliver to Executive a 
Guaranty substantially in the fonn ofExhibit "F" hereto.

17. 	 BREACH BY COMPANY: 

Company shall not be deemed to be in breach ofany ofits obligations hereunder 
unless and lllltil 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 
II 
II 
II 
II 
II 
II 
II 
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WHEREFORE, the parties hereto have executed this Agreement as of the day and year 
first above written. 

CASTALIAN MUSIC, LLC 

ANITA~ 
Virgin Records America, Inc. hereby agrees to abide by the terms ofparagraphs 5(c), (f), (g) 
through (k) and l l(f) as well as to account and pay to Company the EMJNirgin Retail Sales 
Royalty, the Now Venture Retail Sales Royalty (providing it is VRA who bas paid such royalty 
as opposed to one ofthe 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:,~~ 
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AMOUNT Calculation/ Fonnulae Document Reference Modified 

SECTION 1 (employment) 
Salary 
VRA(Now) Royalty 

$300k per Annum 
VRA TV royalty (or share) $.25 (%share) per unit sold 

Employment Contract 3 (a) 
~.it Contract 3(bXii)A & B 

NA 
Letter May 20, ~002 

Wesb\ood longfonn 20% of Net Profils Profit Share Em~ Contract 3(b) (iv) 
Wesb\ood FulfiUment $.03 per unit shipped Royalty emp1oymn Contract 3(bXlll> 
Car AllO\'vance 
Annual Perfonnance Bonus 

$750/mo 
25%/20% company earnings 

EMI Slandard by job title 
Pen:entage of Annual Profils 

e.mpqmn Coniract 40 
Employmn Contract 3(b)(l)A 

OVW $3.4m/$6m 
Max. Annual Earnings C&p.$2m/4m cap'd on Salary + performance bonus Letter May 20, 2002 

SECTION 2 (Company) 


DolMlPllyment 
 $4m (minus Reserves) $4m minus re&e1Ves 
 Employment Contract 3(c )(i)@ 
First Tranche (41h year) 
 60% of Eight times average eaming& 
 Employment Contract 3(c X•XA> Modified May 20, 2002 

divided by 7, mna advance& & down-. 

payment, capped % of $21m 


Second Tranche (7th year) 
 40% of Eight times average eaming& 
 Employment Contract 3(c )(i)(B) Modified May 20, 2002 
divided by 7, mna advances & down-, 

payment, capped at % of $21m 


Advances 
 $1m Annually based upon Employment Contract 3(c ) (ii) Modified May 20, 2002 
minimum performance 

WESTWOOD Payment.a 

Salary NONE No Employment 
Cownpayment 
Eamout (5 year) 
Royalty 




