We re losmg
months ». So de-
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1boking for 2 ianager who would niot be his; partnér’s brother-

hiit search led quickly to Klein, who remembered the astonish:

ment he-‘experieniced when he first-dialed Lennon’s private number

ind heard the famous voice singing to the tune of “Three Blind Mice”:

© “We're not home!" We're not: home! - Leave your name! We'll call you back—

maybe!™ Klein left his name, and ‘on the night of 27 January he opened

‘the door of his lavish suite at the Hotel Dorchester-to-welcome Johr
Eennén and Yoko Ono. o K

Allen Klein was a ‘man 'whom many féared,"a's.-‘i_s clear from John
Belushi’s parody in Monty Pythot's The Ruttles. Puffed up like an adder
and so muscle-bound that he can barely walk, Belush's Klein enters his
office like a German-tank plowing through a Russian barn: as his em-
ployees shrink in horror before his basilisk stare and:golem stride, hié
disappears inside his lair with a couple of huge bodyguards—whom:he
throws out the'doorl = = & U o

1t was this Killer Klein image coupled with rumors of stock rigging,
double-dealing with the. Rolling Stones, and some IRS violations that -

haunted Klein from the first day he got involved with the, Beatles. Ac-
tually, the accusations constantly aired in the British press came to very
litde: The run-up in the stock of Cameo-Parkway was due more. to
ineptitude than sharp practice and the Stones’ principal complaint was-
~ simply'that they rarely saw their manager. As for the IRS convictions;

they were for failing to file small sums in payroll-deductions, a case of
negligence rather. than of, fraud, But in England, Klein was not-in-a

g  to defend himgelf because he was perceived as a cunning
ew York Jew:~THE TOUGHEST WHEELER-DEALER IN THE
apet headline blared—out. to.¥ip off a na-

been startled. the night he finally met the
is eminious aura; in fact, people with far fess -
1l are surprised when they first ericounter.
} 6f a saber-toothed tiger with a phone in
r_in- his heart, they discover a stocky little guy
lance ‘to Buddy Hackett dressed in. slovenly
nothing he'd rather do than
 of ane-on-one. His image as
Jersey. galled the well-groomed
diately enthralled John Léen--
Kennedy style of John East
fuckin® working-class herol-
Presenting ctually was was one part of Klein
shtick—the 1 $ conispicuous was the, enormou
care with which he studied his prospects. “I'm not.that smart,” he.mod
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erred; denymg his most undeniable virtue: “I just prepare well.”
he prepared for this historic occasion? When the Len-
nons came in; all tense and nervous, Allen had it fixed that-they could
.right. down and have a Jietle nosh; which would: immediately. put
:vérybody in a nice €ozy . relauonshlp around :the table,- And the meal
rned. out to,be a ‘vegetarian's'’ plam boﬂed dream, ﬂawlessly catered to
ennon’s queqsy tastes. .
~‘Even better than the, veggles was Klem s, ch01ce of table talk. _]ohn
tecalled: “The - ‘early thirig that impressed me about -Allen—
and. chviously- it was a kind -of ﬂat];ery as- well=—was ‘that he went
ough all the ‘0ld -songs we'd, written, and he - really knew . which was
‘my song and which Paul's. He'd ; say, ‘Well, McGartney didn’t write that
line, did he? And I'd say, ‘Right!” You know? That's what really got me
nterested—because he knew what. our contributions were to the
group; .Most - ‘people thought it was all Paul or George Martiti .[how
about that assumption!]. And he knew al]. sy lyrics, and he. understood
‘m—not. that there’s much 10 understamd—-—but the was. into it and he
dug lyrics. So.1 thought, Well, anybody who: knows me this well~—_]ust
'by listening to records—is pretty perceptive.”” So Klein’s preparation
ppaid off. Not only did he- ‘demonstrdte his appreciation of Lennon’s
lent; but in doing so, he buffed-up. Lennon's. easily tarnished: ego. by
I emmdmg him-of all the great thmgs he had done in the. past That
~reminder was worth a- Aot t0-a-man .given to self-douibt e
. .The-skill that. Klein exhibited:in: dealmg with the; pmckly and unpre-
dlctable Lennon was, Just as apparent.in the- way he- handled Yoko One.
Never ‘once did ‘he. ‘exhibit. a2 trac : i, ¢
idrove. Yoko crazy when she had al-with the ] '_' tle r‘-thclr entou-
rage. Klein spoke to her with premsely the.s samer -that he evinced
_“toward John, implying that he saw ther.as e quals, Lennon was as: gratl-,
‘fied by the way: Kleiri-made no- difference betwees :
the .way Klein . constantly dlstmgulshed betwe
McCartney line. So: Klein didn’t have. to w
Afi : : _

ng seven years earller,
: ech,lmmg “nght then

ng contraet Nor could

s11 ‘ had to warn Kiein: “You

nnot manage the. Beatlcs because they re eady s:gn,ed with East-
man.

Kiein was not dlsmayed by t:hls revelatlon As he said, . You can: al-
‘ways fire your lawyer.” But he.didn’t offer ‘his immediate assent, even
though. his financial situation  was.only somewhat less. ;pressing than:
‘Lennon’s. For though Allen Klein. gave the lmpressmn of enormous
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nd yourself going
borm: crapsheoter—and Abor -hie .
he knew wheri to-pass. Now he played it cool, replymg that he would: be -
happy to manage the Lennons—~but going no ' farther. '
“Well what d¢ we: have to do?" challenged the 1mp‘etu0us Lennon _
¢ think we should sleep-on it tonight;* answered Klein,. - _
“What's the matter?" snapped: Lerinon. “Don't' you want 1t now?”-
“Sure, of course” Klein smiled.
“Well; 'what de F have r.o do?” John:demanded. .

- “I.thirik that what ‘we reaIly should do;” Klein-answered; ﬁnally per
suaded to pass, “i¢: write and {nforin those individuals that- you have
direct coritractial relationships with-—tell thém that you have askéd: mi-
to look after your things and send: them notes.-But before: you: do that :
call thein so that it won't appear as- if it 1s 3. cold and impersonal
change.” |

-Kleiir had his assistant, Ins Keu:el standmg by in an. ad_]acent room
withy her typewriter, but he demded to adopt a-less business-like ap:
proach. Havirig gonie into-the room, he came- ot carrymg the machine
which he set upon the floor with some paper. At three i the morning
Yoko typéd out the notes to Sir’ Joseph Lockwood at' EMY, Dick. James
at Northern Songs;. Clive. Epstem at 'NEMS Enterprises; and Harry
Pinsker-at Bryce,: Hanmér: The message rari: “I've askéd Allen Klein: to

look-after may things: Please give hxm any. mformar.lon he warnits and full
cooperatlon Love ]ohn Lennon‘ -

By pushmg Allen Klem mw\\the tinig to: confrent John Eastman, joh:

Lemibn ‘was-teally preparing. to-square off agamst\Paul McCartne

What wi en -when :they. cime to blows was prefigured in-
itial encounters; between - the rival managers. On 3, February the

they. voted' three to one to’ engage

AS 'y:‘-G ill Room c;f Ithe New York Har:
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Jlub. But no sooner had he seated himself with:his: son and future son-
n-law than he had the carpet Jerked from 'under. him. Allen Klein com-
3 menced the meetmg by announcmg _wu:h a easmg little, smlle oon his

: rewarded wnh an mteres’ung dlscovery i
hfe thh a dtfferent name. Unul he W

_'ttll the v1ct1m screamed Lenn

" the meeting both he and Klein

- stein.” “Well, Mr. Epstein,” or, “No, ot

" like Epstem they went on, until ﬁnally the normally affable lawyer
freaked.out.

Leaping to his feet and staring down ‘at Tiis adversary, Eastman
poured cut his rage, denouncmg Klein as a"crook, a boor, a con man.
“He called rie everything he could think of,” récalled Klein. “I just sat
there and let ‘him come:out of the woodwork_ He showed everybody
what he was: emotional, pedantic, patrontzmg 'Eastman, having ven-

“ted his splf:en, stormed out of the room,: followed by his son.and pro-
spective son-in-law.
- Violent as was Eastman’s anger, it could not ho]d a: candle to John
. Lennon’s fury. “He was an animall A fuckin’ stupid. middle-class pigl”
ranted Lennon. “He thought he could con'me with fuckin’ talking
about Kafka and shit, and Picasso and de Koening; for chrissakel I shit
on them!” So began the long war that would destroy- the Beatles.
.. Although Paul disliked Allen. Klein every. bit. a5 much as John hated
the Eastmans Paul, ﬁnallytagreed to. empower Klein to make: a.thor-
fbusmess. Nobedy could have faulted

For two months Klem sat at App ed by;a mountam of
~ papers, - ‘When | he finished his accountmg, a gtant neon sign fashed on
1n his mind. Tt read: scHMUCK! ot
* Brian Fpstein, that llttle Lord Fa eroy:m 1 ng pants_ had really
c_done ttl He had taken the’ eates ;‘-y of show

most of what' they had lost was-gi
T understand how badly Brian ed up, you had to take in
turn each source of: iticome* and fbll: ‘the money.

 EMI REGH RD DEAL
The Beatles prtmary source- of i mcome wis, the royalues they earned
from the sale of their records. These earnings were governed .for the
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ive years of the group s recordmg career: by the provrsxons of the- :

¥ the erm" ‘weren't very: good, in
, were appalli g' ‘The royalty on gle, for exarnple ‘wis
exactly'one British pef}m' .which rose by a- farthmg {one- qua T 0
p ny) each year after : ﬁrst 0 the, grand sun

There was an obvious remedy, however In the inusic busmess 1ts_
common: to- renegottate begmners contracts: once the artlsts start earn-'

He would ot cons1der g,""ng‘ ba ;to EM o»g'et a falr deal éven

the Beatles took off like 2 rocket:and. pushed up-the company's
earntngs in 1964 an. incredible 80 percent!: “Why not? Because, Brian
insisted, he. was a. “gentlemian,” and a: ‘geritleman. does. not. go back -on
his word—even if his clients’ are taking a screwing! So-for three thiracs-
ulous years, while the Beatles were the most: proﬁtable act in-the hlstory
of the record business, they contmued to be pald as'if- they were un-
known beginners: : '

. Finally; when: the contract explred i june 1965;- Gentleman Brtan

got his: chance. What did he do. with it Absolutely nothing. So over
whelmed ‘was he by all the different proposals made by his financial
advisers that'he stalled the' negotiations for ¢ jear and 4 “half. Meantlme,_
the Beatles ‘turned- otit Help’ “Yesterday,” Ruibber" Soul 101 _ .
all without a contract! At last, on 26 January 1967, they'mgned the,
agreement that had taken 50° long to frame. It provnde' )
Creasi nroyaltles from six to forty cents o a Capltol lbur_n as well
a'bonus of one million’ pounds, but'the royalty was still i adequate,

the bonus was merely the money the
-the :

short of where they 'should'. have been years hefdre

: : . PUBLISHING o
The Beatles’ music publishing: business was embodied: primarily it
Northern Songs- Lt 'estabhshed ‘on26: February 1968 by Dick’ Jame:
(born Richard:Lieon Vapaick), a waskied-up pop singer turned: hole+in
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the-wall song: pubhsher .who became the luckiest man in the history of
the industry. Getting. in.on the: ground floor ‘on-the Tecommendation
of George Martin (who was-too ethical:to take a_proffered percentage
of the. publisher’s share.and consequently sacrificed a fortune), James
set up a typical artist’s: cornpany, ‘reserving 50 percent for himself and
his acecountant and. financial”backer; Gharles. Silver, and offering 50
-percent 1o Lennon, MCCartney, and Epstein;-who divided their share
40-40-20, {in. 1966 the Beatles' pornon Was mcreased 1055 percent in
exchange: for extending their contract to 1973.) To avoid- taxes, John
and. Paul: assxgned, he :writer’s share-of their songs to Lenmac Lid.,,
owned by them and: Brian 40-40-20: For the record, john and. Paul. _
were signed to Lénmac.as. contract writers.

An February 1965 Dtck Jaimes took Northern Songs into. the market
where it did quite well: Tn the consequent reshufﬂmg of the old ar-
rangements Lenmac sold out to Northérn, prov1dmg it with all rights
in-the first fifty-six- Lennon—McCarmey songs. In-teturn, John and Paul
regeived £140,000 each (actually. unpaigd: royalties already 'in the
pipeline) plus 15 percent of Northern’s shares, with a further 7 percent
to-NEMS and"1.6 percent to George and Ringo collectively. This was a
tax-free capital gain, but it didn’t. represent what it should have because
Lenmac had been underevaluated: owing to the fact that its all-impor-
tant American-affiljate had never been audited: Now John apd Paul set
up a new. company, Maclen Music Lid:, to house their future composi-
* tions,: signing -a seven-year agreement w1th Northern to handle the
pubhshmg of these- songs ; >

The mternauonal renown of. he eatles enabled Drck James to get mto
subpubhshmg in-a big way, by ither establishing companies abroad or
entering into agreements: ' p rs: The typical Beatles
: spht with a. forelgn publlsh Wi {15 percent to ‘the forelgn
' cont the foreign company, the split
¢ money that came back to-Brit-

‘am from forelgn earnlngs was’.divig L equally between ‘the publisher
and the, wrtters Smce the U :d States was ‘the Beatles’ biggest mar-
‘Maclen.Inc.,.became the key. ele-
.ment 1n chk james's e peratlon By rétaining: 50. percent ‘of what this
. coriipany. earned in. Ameri g this sum to his half of the 50
percent returnéd to Britain; James succeeded in holding on to 75 per-
cent of the Beatles m(.ome* from 'ldrgest source of pubhshlng rev-

Somebody must have bIBW' the s 'hlstle on. this practlce because Just'
befqre Brian Epstein’s death;.when the.publishing: contract-caine up.
for renewal, james wrote a htgh y ambtguous letter' to' Maclen Litd.—
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which ‘s like your right hand cotresponding with your léft—in which
he said that henceforth 85 percent of the American tevenues would be
transmitted to England, with-only. 15 percent remaining in the States:
In this same letter, however, he inserted a séntetice which ran roughly:
“You will recéive your money s before.” Dick-James induced John and
Paul to sign this.letter; which had: the effect of makmg them confirtn .
the old arrangement under color 'of changing it in their favor:
Inx 1986-an Enghsh court-handed down alandmark decision on such -
subpublishing practices. After reviewing the relationship of Dick _]ames--'
and Elton John, the court ruled:that the publisher’s way of doing busi-
ness was improper and illegal. (Shortly theteafter Dick James bent over
at a card game to retrieve a ¢ard he had dropped-and was smitten by a '

. fatal Keart attack.)

TOURING

Brian' Epstein was. so evercome: by gratitude: when Arthur Howes
booked the Beatles on their first: little package tour that he gave the
promoter an option on-all future tours of England by the Beatles. En:
joying-a. monopoly, Howes was-in a strong position to hold down the
band’s price. The Beatles never received more than 50 percent of the
take, even though Howes-could sell out his houses by merely announe-
ing-the main’ attraction.

Brian’s:only recourse was to book shows-that he produced himself,
like the Christmas pantomimes. But these entailed a clear confiict of -
interest, because Brian was both buyer and seller, virtually all the talent
coming from the NEMS stable. What's more, when the Beatles worked-

for their manager, they worked for peanuts. In America, where the”

tours were run by GAC; the deal'was a 60-40 split against a guarantee -
of $25,000 per show. This was a standard break, but clearly, after their
first, mcredlbly successful tour, thie Beatles could have gotten a° bigger ‘
piece of the pie. _
- Brian’s ultimate solution-to the problem of increasing: the Beatles'
earnings makes a mockery of all those glowing accounts of how “hon-
orable” and “upright”. he-was. A close’ friend, Peter Brown, has re:
vealed that ‘Brian “dlways left every ‘date withi. his “brown paper bag -
money;” the big-chunk of eash thatthe: promol;er skimmed off the top -
without reporting-it to the tax. ¢ollector: Exactly. how Brian divied: up-
this unaccountable money neVer be known. §

MOVIE DEALS
When Walter Shenson and ‘Bud Orenstein met Brian Epstein for the
first time; they planned to offer him 25 percent of the net profits on
thelr picture; ‘but being seasoried busmessmen, they first asked Bri
what he warited. Puffing htmself up.in what he took to be the manner .
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f:a City. magnate, Brian réplied: “I'Wouldn’t consider anythmg under
7.5 percent.” Fortunately for: the Beatles, the deal was rewewed by
Brlans lawyer, David Jacobs, who- demanded 25 percent. -
: Actually, any percentage of niet as epposed to gross profits.is fool’s
~gold ‘in. Hollywood because of the movie companies’ notorious book-
‘keeping, -which. results in even: successful pictures showing . only small
net y1elds Because none of Elvis: Presleys films ever eartied him any-
hing inr proﬁts C.olone :Parke insisted on gettmg his money up front,
in-a big guarantee, commeéncing with $250 000:6n the first'picture and
rising swiftly to-$500,000-against: 50-percerit of niet, The Beatles were
‘pald only: $15,000- a~man, to make thieir first film. They were luclty,
heowever, because the ¢ombination of a low budget; rmodest marketing
costs, enormotis box-office receipts, and; above all, an honest producer
earned*them eventually. a lot of ioney: $7°to $8 million on r.he1r first
_-two films in-the years between 1964 -.and' 1980

MERCHAN E SING

"_A phenornenal act:like the Beatles could- anticipate, makmg a p11e of
money by licensing: its-namie: and image foi explmtatlon by manufac-
“turers-of paraphernaha A man-named Nicky -Byrnes, with no previous
'expenence 'in” this’ business,-copped the Beatles’ merehandlsmg rights
|in*1963 in exchange for 10 percent ‘of the-take. When Brian'saw whata
bonariza Byrnes was mining: in-the. States, he insisted upoit renegouat—
- ing the déal. The- ‘ensuing: scuffl al_' thied: thie: manufacturers, who can:
‘celed - their. ordets ‘en- masse; causing -the- Beatles 10 lose millions in
'potenual earmngs Meanume, both:X es and. Epstem went on issuing
' * t mggered a spate-iof costly re-
turns. _ ; i i
~ Epstein’ trled fo throw alli‘" ‘blan Ti€s; sumg h1m and bemg
' sued in. turn Bnan had no-case, b ld riot afford to lose. So he
; illion;and told hiin.to push- ‘the
“action to the 11m1ts he next:h ' thie ' leer or'g mzatlon ﬁled
' 39 motions, every one &

‘ :ry is that t_he conitracts’ were
es): jtd Whlch held' .

Fights whatsoever, be__ g ;
: confusion about ‘mine and
and the Beatles can’ be d el
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covered. that-Brian’s American company, Beatles U.S.A,; Ltd., wound
up holdmg Magwal Mystery Tour, to which it had no title. It was revela-
persuaded John' Lennon that Brian Ep-

gre' :so long as they were: subject to
4. pe ome, tax. The. primary challenge to
Epstem, therefore, as Aot T mal ng money but holdmg onto. what the
Beatles. earned: i
ot countmg ﬁrm nf Bryce Hanmer estab-
hshed in the Bahamas a.company hamed Cavalcade: Productions that
was owned 50-50 Beatles and Walter Shenson; The idea was to
capitalize the company with :£1:00,000 and then post_the. completlon
guarantees for Help!, which. would enable the company to sequester the
proﬁts of the ﬁl o} beyond the Tedch of the'American or. British revenue
) > advice of Lord Goodiman, a wealthy real-
estate developer Who was.. Harold Wllsons lawyer. When Goodman
learned that the Beat]es .were involved in a tax shelter, he warned-
Brian that when it came out, it would- make the ‘boys Took bad. The
insecure, and shamefast Brian, horrified at the thought of appearing a
moneygrubber,. took :Goodman’s. advice and. dismantled the Beatles’
shelter.. Harold Wilson rewarded.the boys for their unwitting sacrifice
by making them all members.of the Most Honorable Order of the Brit-
1sh Empire. Brian told the Beatles that they. received the award. for
“increasing trade.” :

INCORPORATION AS APPLE

When the tax shelter was, dismantled an alternatwe method had to be
found. to reduce the burden of -taxation. - The Rolling Stones- had
adopted the practice. of residing abroad for a.year-whenever the law’
:pcrmltted them. to spend their foreign earnings outside. England with-
out paying British taxes on the money: Brian rejected this -device in -
favor.of: anoth_er,'— f; re questronabl alternatlve incorporation:with
an ‘eye to going -publ By.a deed of par ‘ershlp dated-19 April 1967,
the Beatles nt of themselves. (ex Tusive .of their films. and
Apple’ Corps, Ltd., which became the majority
partner in-a, newly created partners A p, The Reatiés & Go., -which re-
‘ [l atles, Ltd. as the group’s basic business ennty As: pay-
ment, the. group: -received a. tax-free: capital: gain. of £800;000. plus
salaries-and. the apportunity. to. ':charge off many. of their personal ex--
penses to the company, which would now be:the. ofﬁqal owner of their -
homes,, cars, etc. Byt £800,000 was an. absurdly low estimate of the
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'Beatles’ total worth, which should have been measured in millions. Ac-
ually the figure had been ‘suggested by-the immediate availability of
he:$1 million in- cash that EMI was about to give the Beatles as a-bonus

- signing -their new recording contract.-A 'much better arrangement
would. have been-to evaluate the Beatles at a more appropriate figure,

' like £4.‘million; which would have given each Beatle £800,000. Apple
could ‘have paid. the ‘money as it became available. As it -turned out,

" once the boys had discharged all theif debts,-they were left pretty much

“ where they started,-Only:n6w, all their fiiture earnings were tied up in

a corporauon, which :would make it much ‘harder to:recoup their

money in the event the band broke up.

When A]len Klem gazed -down at ‘the bottom line of the audltors re-
port, he saw.two figures that loomed up, like tombstones. One was the
" Beatles’ net income for 1968—a pitiful £78;000. The other was the
" Beatles’ indébtedness to Apple; from:which they had been obliged to
~ take advances just to.pay their bills. John was in the hole for £64,000,

Paul for £66,000, and George and Ringo for £35,000 each. Clearly
" something had'to be done quickly or the Beatles would come under

pressure to: start selling their remaining assets.

Klein's first .target was' NEMS, owned now by Queenie and admln—

' istered. by Brian’s brother, Clive. NEMS continued to receive 25 per-
. cent-of the Beatles” incomé; but it no longer performed.any. significant
service. The obvious : -remedy. was a buy-out; a- precedure: that- John
Eastman had already initiated ‘by going with:the-Beatles:to- Sir ]oseph
Lockwoed-and asking. for a-loan of £1.25 million; the SUpulated price,
Allen Klein advised the Beatles against taking: this road,warning them
that they would have to earn. £2 million to fepay{ the loan. He told them
- there was-a good: chance that he could get NEMS:for free because. Clive

Epstein might not want te :go. through thé litigation that ‘the: Beatles
-¢ould lavnch on: the basis of Klein’s audit: The grourids would be

fraud,: mlsmanagernent self-se ' mg, overreachlng, -and *conflict of in-

terest: :

- John Eastman agreed that delay was adv:sable On Valeniine's Day
hesent-a note designed-to: stall-Clive:: pstem “Asiyou know; Mr. Allen
Klein:is doing an.audit of the: Beatles_ ffairs vis-aivis NEMS.and Nem-
peror. Holdmgs, Ltd [suceesso ' VEMS].: When this- has been . .com-
pleted, T suggest we meet to discuss the- results of:Mr: Klein’s andit as
well-as-the propriety of the:negotiations surrounding-the nine- year
agreement between EMI-and. the. Beatles-and NEMS.” _

::Clivesread the writing.on thi ere-was no time to belost. He
smust imiediately get-out:of this nasty- bitsiness. ‘Getting in:touch with
Leonard: Rlchenberg of Trlumph “TFrust, Clive.sold NEMS for about
£750,000: ‘
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Klein reacted:te. this- unfores¢en. development withi charactéris::

and-boldness. Walking:into Rlchenberg s office, Klein- con-

-his: opponent on-being a smart man. Then he told him that -

re:wasn't -as: smart as he believed:because.the: audit had: dlsclosed- the:

: ex1stence of enormous debts that Epstem had incutred back in the’ days’

of. touritig; Ahat’s. more; there were s many lawsuits: pendmg that.

defendmg: gainst them : all ~might: bankrupt ‘Triumph. Rlchenberg res

plied by showing Klein the door. Undismayed, Klein wrote 4 létter to

the fitm that collected' the Beatles royalties; ‘Henry ‘Ansbacher. and

Company;- instrueting -it to ‘remit the moneys henceforth to Apple
‘Gorps: "

Trmmph Trust responded by takmg EMI to court. Meantzme more
than £1: million in sorely neéeded .royalties were: depositéd in.a Lloyd s -
bank awaiting the ‘outcome of thé-dispute. Richenberg: soughit: next: to
strengthen’ his case by commissioning a Bishiop’s Report, which"pro-
diiced 2 lotof information that:made Alleh Klein leé‘ok bad: All this
stuff was leaked to the Sunday Times, which published it in-a blistering
article: At this.point, with' his bIUff called and his nosé bloodied; Allen
Klein recognized that he would: have to.change his tactics and enter
into serious and prolonged negotiations with Leonard Richenberg: Just
at that. moment a sudden crisis blew the whole Beatles orgamzatlon
sideways. : '

John Lennon 'was: lying abed one -morning in March readmg the
papers, ‘when his eye fell on an-item that jolted himibolt- upright. Dick

~ James and Charles Silver; the meén who ran Northern Songs, had just
sold: their 82 percent of the company te 8ir Lew Grade of the Associ-
ated. Television :Corporation (ATV), which: -alréady. owned 3 percent So-
Sir Lew’s share of the Beatles’ song bag’' now amounted-to more: than
the Beatles" -80. percent. John went wild with rage and:summoned Paul
from: East ‘Hattipto “and Klem from Puerto RICO ina; desperate:effort
to seize- ol-of t

aié, the fat-cat, clgar-suckmg boss of the Bnush entertain-
18Ery. What had lnsplred James to hlS treacherous act Was fear '

1:or bo g_ht up's shares in Northern Songs and
then combme to ‘play ‘the hiddle' between “the contending: glants. *
Sometimes” the Consortlurn lncllned toward ATV's stock offer;. soine-
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times-toward the- Beatles’ offer, which: was strengthened at one :point
when Allen Klein, reacting to Paul’s refusal to pledge his shares as collat-
eral, threw.into the scales 45;000 shares of MGM, worth about £650,000,

Every time a deal was set; some fresh:development would knock down
the house of cards. Meantime, Klein- was busy working out the purchase
of NEMS, which also held 5.4 percent of Northern Songs.

In July 1969, Klein came close to fulfilling. his boast that he would
get NEMS for nothmg For the 90 percent of the company they did rot
own, the Beatles, paid £750,000 in-cash.and £300,000 in frozen royal-
ties plus $50 000 for NEMS's share of the Beatles’ film company, Sub-
afilms Ltd. (first.two films plus Yellow Submarine), as well as 5 percent of
the Beatles’ gross record royalty from 1972:10.1976. Trinmph bought
in turn the 10 percent of NEMS.owned by the Beatles for stock con-
vertible for £420,000. Though it would appear that the Beatles wound
up paying tore. than they got, the Triumph shares were worth
$400,000 tgx-free—the . equlvalent of £4 million before taxes! :

Klein was destined to go down in defeat in the contention over
Northern Songs. On 9 September ATV finally succeeded in buying-out
the Gonsortium, thereby. obtaining 54 . percent, of the Beatles’ music
-publishing. Undaunted, Klein fought on, struggling to. save somethlng
from the debacle. He negotiated stubbornly with Lew Grade, using as
his leverage the threat that the Beatles would pull out and leave ATV
with a wastmg asset. What Klein was, after ‘was the American pubhsh-
ing, which he claims was right .in his hand when orice -again Paul
McCartney balked (on the advice of the Eastmans) and the ‘Beatles
were obliged to sell out, losing the marketing rights (but not the royal-
ties) in 160 of their songs, while Temaining obliged to write 6 songs.a
year till 1973. For thelr\35 5-percent of Northern Songs, they received
equivalent valuein 10%; percent. ATV. Loan Stock. john exchanged ‘his
644,000 shares for. stock in- the face amount of $1,288;000, redeeming
the stock for cash on 31 October. 1974.. Paul, who had started buying
up- shares on the- sly before thmgs got: toug_ _r-:'recc1ved proportlonately
more.

The. emouonal shock of loss. of coht o thn and Paul is incalcula-
ble. The financial value was estabhshed pretty clearly in 1986, when
Michael ]ackson bought ATV’s pubhshmg catalog, whose principal
itern was two- hundred Beatles. songs, for $47.5 million.
~ In May Allen Klein had. 51gned a three-year management contract

with the Beatles after Paul 'was outvoted three to one. Klein asked for
20 percent of -any gross income earned, beyond that mandated by. the
contracts in force before he took control. Subsequently, he enjoyed the
full support of all the Beatles in his most important task: the renegotia-
tion of the EMI contract, which stlll had elght years to run. His bar-
gaining power was generated by a provision of the contract that
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stipulated that the Beatles- would cut ninety sides: Owing to the intense
activity:during the period. of the: ‘White Album, the: band was close now
to fulfillirig-its quota: If EMT warited the boys to continue producmg, it
would have to- ‘provide a 'freshisincentive,Allen Klein i regarded by
even his' worst eneniies as oné oftthe best negotiators in the music busi:
néss, When hefinished deals; g with'Sir' Joseph Lockwood, the Beéatles
had ‘a contraet that elt(:tted pralse From even the grudgmg mouths of
the Eastmatis: : R

Under the agreeme Fe? September 1969, ‘the Beatles! Amer—
ican royalty would-rise:for the-,next three years from 40'to 57 cents not
just on new releases but on- Xisting’ product ' (Thig paved. the way
for the lucritive tol prodiiced. in the Seventiés.) After

Fee 'y NP -up L0 72 cenls an. album———nearly

irrently receiving: The only proviso-was

_ : ' releases had: to -have sold not less than: a

half mllll n\umts each, The most. important cliange the new' deal ‘en

tailed, ‘However; was Tiot. thie royalty incredse: but ‘aradical change in the
way: the Beatles did-business. -

Henceforth Apple ‘would become the proprietor of the Beatles’ rec-
ords in the United- States, hcensmg Capito] to- manufacture and dis< -
tribute thé product. This was the kind of deal that Klein had -
negonated for the’ Rollmg Stones, and it ‘was to become the ideal of
every major-band. Its primary advantage was the absolute: control it
conferred on the Beatles, who' now became ifi effect their own record
company, withall that entailed: in' terms: of policing the sale of their
product.’ “The tax. advantages were- also great because by keepmg the
American earnings it the United States, the Beatles would'avoid pay-
g the British taxes, whlch helghtened by surtaxes could go as htg
as 110. perceént.

Witli-this ‘total recastmg of thetr all—lmportant record contract, Allen
Klein- succeéded- finally in - puttlng the Beatles in the driver's seat,If
thiey fulfilled: their commitment to two albums: and- three singlesa: yeal‘
plus:one . repackaged album—and if they maintained their customary
sales Jevel—they would: have the kmd of: money w1th whlch they had
always been crcchted ' :




