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COMPANIES FORM No. 155(6)a

Declaration in relation to
assistance for the acquisition
of shares.

(6)a

Pursuant to section 155(8) of the Companies Act 1985

To the Registrar of Companies fgr oﬁiclal use Company number
(Address overieaf - Note 5) :L . _§ ...... §. - f 950138
Name of company

* UNIVERSAL MUSIC OPERATIONS LIMITED

we? MARINUS NICOLARS HENNY oF 1233 Fox
DRWE,ALLENDALE NEW JEVSEY OFH401 aand
LICHARD CONSTANT oF & BALNIEL GATE,
LENDON, StV 35D

being 2 ot ol o kStal of F

Khex satergirectork [altthexdirectors} Tof the above company do solemnly and sincerely declare that:
The business of the company is:

is inappropriate
| (c) something other than the above 8
The company is proposlng to glve ﬁnanclal assistance in connection with the acquisition of shares in
the [company] [ooOgaEaK]
mmmmmmmmmmxmkm
, : o AND , o

The assistance is for the purpose of [that acquusmonNreducmg or discharging a liability incurred for the
purpose of that acquisition]. T
The number and class of the shares acquired or to be acquired is:
2,045 Fixed Rate Non-Redeemable Preference Shares of £1 eark

_ i \ T —_
Presentor's name address and For official Use \I\ \
reference {if any): General Section TWREIKZNPTH

ADS
‘Watson, Farley & Williams CONPANIES ﬂouﬁ 18101108
15 Appold Street . ‘ 07 ORLRMEYE  gapg
" Reference: HOWCI ' '
Dac No: 16631350 vi
Peapod Solutions Ltd.
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The assistance is to be given to: (Note 2) SEE APPENDIX A, Please do not

write in this
margin
Please complele
legibly, preferably
in biack type, or
bold block
[ lettering
The}assistance will take the form of:
Seé Appendix B.
|
|
The person who [has acquired] [will acquire] T the shares is: t :S:rt:p?;te
SEE APPENDIX C.
The principal terms on which the assistance will be given are:
See Appendix D.
The amount of cash to be transferred to the person assistedis£ | 2 6 ML L3 ON
The value of any asset to be transferred to the person assisted is £ 0.00
The date on which the assistance is to be givenis ~ WITHIN 8 WEEKS OF THE DATE HEREOF Page 2
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¥We have formed the opinion, as regards the company's initial situation immediately following the
date on which the assistance is proposed to be given, that there will be no ground on which it could
then be found to be unable to pay its debts. (note 3)

(a) NWe have formed the opinion that the company will be able to pay its debts as they fall due
during the year immediately following that date] * (note 3)

(b) Rikisxintendedxioxsommrencedkexxirdingxu ok the gapary xihin d2xmarRibexaikinek ghatecandixx
e basrex fornmerixtivex apiricrox et X REnompany wilk eabis o xpayoits oetssom ot withing 18x X
monihaaitheconmensamenkaithewinsivgopddkioota @ xxxx

And}¥we make this solemn declaration conscientiously believing the same to be true and by virtue of
the provisions of the Statutory Declarations Act 1835.

Declared at Aﬁ'} Rwe D Mesc CAN Declarants to sign below
ASvo ¥ pﬁﬁ,\\ /
Day Month Year /%)
on DU L2209 2 ffzzr/z
P Y

before me

Lerurh RARSHN - Ssucpk.

A Commissioner for Oaths or Notary Public or Justice of
the Peace or a Solicitor having the powers conferred on
a Commissioner for Oaths.

NOTES

1 For the meaning of "a person incurring a
liability" and "reducing or discharging a liability"
see section 152(3) of the Companies Act 1985.

2 Insert full name(s) and address(es) of the
person(s) to whom assistance is o be given; if
a recipient is a company the registered office
address should be shown.

3 Contingent and prospective liabiliies of the
company are to be taken into account - see
section 156(3) of the Companies Act 1985.

4 The auditors report required by section 156(4)
of the Companies Act 1985 must be annexed to
this form.

5 The address for companies registered in
England and Wales or Wales is:-

The Registrar of Companies
Companies House

Crown Way

Cardiff

CF14 3UZ

DX: 33050

Cardiff

or, for companies registered in Scotland:-

The Registrar of Companies
Companies House

37 Castle Terrace
Edinburgh

EH1 2EB

DX: 235

Edinburgh




APPENDIX A

UNIVERSAL MUSIC OPERATIONS LIMITED

STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

Persons to whom financial assistance is to be given
(1) Centenary UK Limited of 1 Sussex Place, Hammersmith, London W6 9XS.
(2) Credit Lyonnais Securities of 5 Appold Street, London EC2A 2DA.

3 Credit Lyonnais S.A. of 18 Rue de 1a Republique, 69000 Lyon, France.
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APPENDIX B

UNIVERSAL MUSIC OPERATIONS LIMITED
STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix B, the definitions contained in Appendix E shall apply.

Background

In February 2002, the Company entered into a repurchase transaction (the “Repo Transaction™)
with, inter aha, CLSA. The Repo Transaction included the following arrangements:

(a)

(b)

©

(d)

CUK subscribed for the Shares at an aggregate subscription price of £136 million (the
“Subscription”);

the Shares were sold by CUK to CLS for a total purchase price of £134,640,000 (the
“First Acquisition™) and CUK and CLS entered into an assoctated put and call option
agreement (the “First Option Agreement”) in relation to the repurchase of the Shares by
CUK from CLS;

the Shares were subsequently sold by CLS to CLSA (the “Second Acquisition™) and
CLS and CLSA entered into an associated put option agreement (the “Second Option
Agreement”) in relation to the repurchase of the Shares by CLS from CLSA; and

VU issued a guarantee in favour of CLSA in respect of the obligations of CUK under
certain agreements relating to the above.

It is now proposed that the Company enter into a new direct term loan arrangement with CLSA so
as to enable the Repo Transaction to be unwound. As part of the unwind process, the First
Option Agreement will be amended, CLSA will require CLS to purchase the Shares in
accordance with the terms of the Second Option Agreement (the “Third Acquisition”) and CLS
will then require CUK to purchase the Shares in accordance with the terms of the First Option
Agreement (the “Fourth Acquisition™).

The assistance will take the form of:

The Company entering into the following documents and performing the transactions
contemplated by such documents:

(a)
b
()
(@)
(e)
()
()

the Loan Agreement;

the Debenture;

the CUK Loan Agreement;

the Subordination Agreement;

the Fee Letter;

the New Cash Pooling Agreement; and

any other documents necessary or desirable in connection with any of the above,

(together, the “Transaction Documents”).
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The Transaction Documents are all on terms and subject to the conditions more particularly
described therein (a summary of the matenal terms of the Transaction Documents is set out in
Appendix D) and we declare that we have read and arc fully familiar with such terms and
'conditions. It is acknowledged and declared that the Company will execute the Loan Agreement
in the first instance and may then sign an amendment and restatement agreement in relation to the
ILoan Agreement pursuant to which the other Obligors will accede to the Loan Agreement as
‘parties prior to the first drawdown thereunder.

Financial Assistance
The financial assistance will consist of the following:
(a) The Subscription

CUK incurred a liability for the purpose of the Subscription by incurring an obligation to pay the
subscription price for the Shares. By entering into and performing the CUK Loan Agreement, the
Loan Agreement, the Debenture and the other Transaction Documents, the Company will or may
financially assist CUK, within the meaning of section 151(2) of the Act, to the extent that the
liability incurred by CUK for the purpose of the Subscription is reduced or discharged, within the
‘meaning of section 152(3)(b) of the Act, by restoring the financial position of CUK to what it was
before the Subscription took place.

i(h) The First Acquisition

CUK incurred a liability to CLS for the purpose of the First Acquisition by changing its financial
position, within the meaning of section 152(3)(a) of the Act, by entering into the First Option
Agreement. The First Option Agreement contains an obligation on CUK, in certain
.circumstances, to make the Fourth Acquisition. By entering into and performing the CUK Loan
Agreement, the Loan Agreement, the Debenture and the other Transaction Documents, the
Company will financially assist CUK, within the meaning of section 151(2) of the Act, to
discharge its liability under the First Option Agreement to make the Fourth Acquisition.

CLS incurred a liability for the purpose of the First Acquisition by incurring an obligation to pay
the consideration for the Shares. By entering into and performing the CUK Loan Agreement, the
Loan Agreement, the Debenture and the other Transaction Documents, the Company will or may
financially assist CLS, within the meaning of section 151(2) of the Act, to the extent that the
liability incurred by CLS for the purpose of the First Acquisition is reduced or discharged, within
the meaning of section 152(3)(b) of the Act, by restoring the financial position of CLS to what it
‘was before the First Acquisition took place.

(€) The Second Acquisition

CLS incurred a liability to CLSA for the purpose of the Second Acquisition by changing its
-financial position, within the meaning of section 152(3)(a) of the Act, by entering into the Second
Option Agreement. The Second Option Agreement contains an obligation on CLS, in certain
circumstances, to make the Third Acquisition. By entering into and performing the CUK Loan
‘Agreement, the Loan Agreement, the Debenture and the other Transaction Documents, the
Company will financially assist CLS, within the meaning of section 151(2) of the Act, to
discharge its liability under the Second Option Agreement to make the Third Acquisition.

CLSA incurred a liability for the purpose of the Second Acquisition by incurring an obligation to
pay the consideration for the Shares. By entering into and performing the CUK Loan Agreement,
the Loan Agreement, the Debenture and the other Transaction Documents, the Company will or
may financially assist CLSA, within the meaning of section 151(2) of the Act, to the extent that
the liability incurred by CLSA for the purposes of the Second Acquisition is reduced or
discharged, within the meaning of section 152(3)(b) of the Act, by restoring the financial position
of CLSA to what it was before the Second Acquisition took place.
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(d) The Third Acquisition

By entering into and performing the CUK Loan Agreement, the Loan Agreement, the Debenture
and the other Transaction Documents, the Company will give financial assistance indirectly for
the purposes of the Third Acquisition by providing CUK with the finance required by CUK to
make the Fourth Acquisition and therefore indirectly providing CLS with the finance required by
CLS to make the Third Acquisition.

(e) The Fourth Acquisition

By entering into and performing the CUK Loan Agreement, the Loan Agreement, the Debenture
and the other Transaction Documents, the Company will give financial assistance directly for the
purposes of the Fourth Acquisition by providing CUK with the finance required by CUK to make
the Fourth Acquisition.

4 16620697 v5
DOCSPRI1:17196340.4

604816-20088 ISM

v



APPENDIX C

UNIVERSAL MUSIC OPERATIONS LIMITED
STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix C, the definitions contained in Appendix B and Appendix E shall apply.

Persons who have acquired or will acquire shares

(1)
)

®
“

)

The person who has acquired the Shares under the Subscription is Centenary UK Limited.

The person who has acquired the Shares under the First Acquisition is Credit Lyonnais
Securities.

The person who has acquired the Shares under the Second Acquisition is Credit Lyonnais
S.A.

The person who will acquire the Shares under the Third Acquisition is Credit Lyonnais
Securities.

The person who will acquire the Shares under the Fourth Acquisition is Centenary UK
Limited. :
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APPENDIX D

UNIVERSAL MUSIC OPERATIONS LIMITED

STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix D, the definitions contained in Appendix B and Appendix E shall apply.

The principal terms on which the assistance will be given are the following:

1

Loan Agreement

The principal terms on which the assistance will be given under the terms of the Loan Agreement

are:

(2)

(b)

(c)

(d)

{e)

¢y

(g)

(h)

®

the Lenders will make available to the Company a sterling term loan facility in an
aggregate amount equal to £136 million bearing interest at the percentage rate per annum
equal to the aggregate of the applicable (1) LIBOR, (ii) Margin and (iii) Mandatory Cost,
with such interest being payable on the last day of each Term;

the Company will be able to borrow the loan by making a request to the Facility Agent on
or before 31 January 2003;

the loan can only be used by the Company to advance funds to CUK under the CUK Loan
Agreement which in turn will enable CUK and CLS respectively to finance the Fourth
Acquisition and the Third Acquisition respectively;

the loan will be repayable in 36 approximately equal monthly instalments commencing on
1st January 2005;

an up-front fee will be payable by the Company to the Facility Agent on signing of the
Loan Agreement pursuant to the Fee Letter;

mandatory prepayment of the loan and payment of Break Costs will be required in certain
circumstances including, inter alia, if it becomes unlawful in any jurisdiction for the
Lenders to perform their obligations or to maintain the loan, if the Company is in breach
of any Financial Covenant (which is not cured within 15 Business Day of notice of the
breach) or on a change of control of the UK Parent or VU (except where control of VU is
acquired by a company or other organisation with a Standard and Poor and Moody’s long
term credit rating of BBB- and Baa3 respectively or higher and which is acceptable to the
Lenders in their sole discretion),

the Loan Agreement will contain representations and warranties given by the Company
and each Obligor to each Finance Party in respect of itself and in respect of each member
of the Material Group which is its Subsidiary (namely, in the case of the Company,
Attitude Records Limited, Fiction Records Limited and Serious Records Limited),

the Loan Agreement will contain information covenants and other covenants given by the
Company, the UK Parent and cach Obligor to the Finance Parties and the Company will
have to procure that, where a covenant is expressed to apply to each member of the
Material Group, each of its Subsidiaries complies with those covenants;

the following events, amongst other things, will constitute an Event of Default under the
Loan Agreement:

(A)  non-payment by the Company or an Obligor of any amount
payable by it under the Finance Documents; or

6 16620697 v5
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(B)

(©

(D)

(B

(F)

G)

non-compliance by the Company or an Obligor with any term of
certain of the general covenants set out in clause 19 of the Loan
Agreement; or

non-compliance by the Company or an Obligor with any other
term of the Finance Documents other than clause 18 (Financial
Covenants) (unless remedied within 21 days); or

a representation made or repeated by the Company or an Obligor
in any Finance Document or in any document delivered by or on
behalf of any Obligor under any Finance Document being
incorrect in any material respect when made or deemed to be
repeated (unless remedied within 21 days); or

any of the following occurring in respect of any member of the
Group:

4} any of its Financial Indebtedness is not paid when due
(after the expiry of any originally applicable grace period);
or

2) any of its Financial Indebtedness becomes prematurely
due and payable, is placed on demand or is capable of
being declared by a creditor to be prematurely due and
payable or being placed on demand, in each case as a
result of an event of default (howsoever described); or

3) any commiiment for its Financial Indebtedness is
cancelled or suspended as a result of an event of default
(howsoever described),

unless, the aggregate amount of Financial Indebtedness of (i) the
Group and (i1) the Material Group falling within paragraphs (1)-
(3) above is less than £ 1,000,000 and £ 500,000 respectively or
its equivalent or unless such event relates to a member of the Non-
Material Group and, in the opinion of the Majority Lenders, it
does not or could not reasonably be expected to give rise to a
Material Adverse Effect; or

(i} any of the New Cash Pooling Agreement or the Existing Cash
Pooling Guarantees being called or being capable of being called
in whole or in part or (i1} any sum being due and payable and not
being paid under any agreement to which a member of the
Material Group is party (unless such non payment does not or
could not reascnably be expected to give rise to a Material
Adverse Effect); or

the Company or any member of the Group being subject to any
Insolvency Event or Insolvency Proceeding or any attachment,
sequestration, distress, execution or analogous event affecting any
asset of a member of the Group, having an aggregate value of
£50,000 and not being discharged within 21 days, in all cases
unless the event relates to a member of the Non-Material Group
and, in the opinion of the Majority Lenders, it does not or could
not reasonably be expected to give rise to a Material Adverse
Effect; or
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(H)

M

Q)

(K)

L

(M)

the Company or any member of the Material Group ceasing, or
threatening to cease, to carry on all or a substantial part of its
business in any material respect unless such event relates to a
member of the Non-Material Group and, in the opinion of the
majority Lenders, 1t does not or could not reasonably be expected
to give rise to a Matenal Adverse Effect or otherwise with the
prior written approval of the Majority Lenders (such approval not
to be unreasonably withold or delayed); or

any event occurring which is reasonably likely to have a Material
Adverse Effect; or

(D) any party to the Subordination Agreement (other than a
Finance Party) not performing its obligations under the
Subordination Agreement for a period of 21 days without
remedy; or

2) any representation or warranty given by any party in the
Subordination Agreement (other than a Finance Party)
being incorrect in any material respect for a period of 21
days without remedy; or

3) any other event occurring which has or could reasonably
be expected to have a Material Adverse Effect; or

G the subordination created or purported to be created by the
Subordination Agreement {(other than a Finance Party) not
being effective for a period of 21 days without remedy or
being alleged by a party to it (other than a Finance Party)
to be ineffective; or

5 any party to the Subordination Agreement (other than a
Finance Party or Obligor) repudiating the Subordination
Agreement or evidencing an intention to repudiate it; or

the Company or an Obligor ceasing to be a subsidiary of the UK
Parent other than either as a result of the merger of the UK Parent
into Universal Music (UK) Holdings Limited as expressly
permitted under the Loan Agreement or as part of a bona fide
restructuring or reorganisation as expressly permitted under the
Loan Agreement or otherwise with the prior written consent of the
Majority Lenders; or

any of the Undisclosed Agency Arrangements, the All-in Fee
Agreement or any of the New Cash Pooling Agreement or
Existing Cash Pooling Guarantees or any Relevant Contract (as
referred to in the Debenture) being ternmnated, amended or
breached in a manner which is prejudicial in any material respect
to the nights and interests of the Lenders or terminated except with
the prior written approval of the Lenders (such approval not to be
unreasonably withheld or delayed);

it being or becoming unlawful for the Company or an Obligor to
perform any of its obligations under the Finance Documents or
any Finance Document being ineffective (with such circumstances
continuing for a period of 21 days without remedy) or being

8 16620697 v5
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alleged by the Company or an Obligor to be ineffective for any
reason or the Company or an Obligor repudiating a Finance
Document or evidencing an intention to repudiate a Finance
Document or any Security Document not creating the security it
purports to create (with such circumstances continuing for a
period of 21 days without remedy); or

(N) the auditors of the Company or any Obligor qualifying their report
on any audited accounts of the Company;

on the occurrence of an Event of Default the Facility Agent will be entitled to, and will be
required to if so instructed by the Majority Lenders, by notice to the Company:

(A) cancel the Total Commitments; and/or

(B) declare that all or part of any amount outstanding under the
Finance Documents be immediately due and payable and/or
payable on demand by the Facility Agent acting on the
instructions of the Majority Lenders;

the Company will have to supply to the Facility Agent certain documents and other
evidence as a condition precedent to signature of the Loan Agreement and will have to
supply additional documents and other evidence as a condition precedent to making a
request for the draw-down of the loan;

the Company will be entitled to voluntarily prepay all or part of the loan on 10 Business
Days' notice, subject to the payment of Break Costs and provided that the prepayment is a
multiple of £10,000,000;

default interest will be payable on any sums not paid on the due date at a rate of 2% per
annum above the interest rate applicable under the Loan Agreement at the time when the
sums remain unpaid;

the Company will have to pay to the Lenders any Increased Costs suffered by the
Lenders;

the Company will give financial covenants in respect of interest cover and debt payment
ratios with each covenant being tested in respect of a 12 month period ended on 31st
March, 30th June, 30th September and 31st December in each year;

the Company will have to indemnify each Finance Party against any loss or liability
suffered by it as a result of it receiving any amount in respect of an Obligor’s liability
under the Finance Documents in a currency other than the currency prescribed by the
relevant Finance Document;

the Company will have to indemnify each Finance Party against any loss or liability
which that Finance Party (in its absolute discretion action in good faith) determines will
be or has been suffered on account of tax in relation to a payment received or receivable
under a Finance Document, unless the tax is imposed on or calculated in the jurisdiction
of incorporation of that Finance Party by reference to the net income received or
receivable by that Finance Party;

the Company will have to indemnify each Finance Party against any loss or liability
suffered by it as a result of any Event of Default, any failure by an Obligor to pay any
sum on the due date, the loan not being drawn-down once requested (other than due to the
negligence of that Finance Party) or the loan being prepaid in any manner not permitted
by the Loan Agreement;

9 16620697 v5 Q‘K



(s)

0

(W)

2

the Company will have to pay all costs and expenses (mcIudmg costs in relation to the
financial assistance issue) incurred by the Facility Agent in connection with the
negotiation and preparation of the Finance Documents and any duly documented costs
and expenses incurred by any Finance Party mn respect of enforcing the provisions of any
of the Finance Documents;

the Company will have to procure that each person becoming part of the Material Group
will become an Additional Guarantor and Chargor under the Loan Agreement and
Debenture;

the Company will have to procure that Deutsche Grammophon GmbH, Universal MCA
Music UK Limited and A&M Music Records Limited will each become an Additional
Guarantor and Chargor under the Loan Agreement and Debenture prior to any request for
drawdown of the loan;

the Company will have to ensure that no later than the second anniversary of the date of
the Loan Agreement an amount equal to the sum of £3,800,000 is deposited and
maintained in the Repayment Account and will have to ensure that the sum of £4,800,000
is deposited and maintained in the Interest Payment Account; and

the Company may enter into hedging arrangements with CLSA (or another bank or
financial institution) in respect of interest rate fluctuations in a principal or nominal
amount no greater than between 50 per cent. and 75 per cent. of the Total Commitments.

The Debenture

The principal terms on which the assistance will be given under the terms of the Debenture are:

(a)

(b)

(€)

(d)

©

()

(g)

the Company and each other Chargor will, as primary obligor, covenant with the Trustee
to pay or discharge the Secured Liabilities as they become due and payable in accordance
with the relevant Finance Documents;

any amount not paid under the Debenture when due will bear interest (as well after as
before judgement and payable on demand) in the manner provided in the relevant Finance
Document from the due date until the date such amount is unconditionally and
irrevocably paid and discharged in full, save to the extent that interest at such rate on such
amount for such period is charged pursuant to a relevant Finance Document and itself
constitutes a Secured Liability;

all security created under the Debenture will be in favour of the Trustee, will be security
over all present and future assets of the Company and each other Chargor and will be
security for payment of the Secured Liabilities;

the Company and each other Chargor, other than the Investment Chargors and the IP
Chargor, will create a first legal mortgage and a first fixed charge over all freehold or
leasehold properties owned by it;

the Company and each other Chargor, other than the Property Chargor and the IP
Chargor, will create a first legal mortgage and first fixed charge over any shares, bonds or
securities owned by it, which in the case of the Company will include its shares in Fiction
Records Limited, The Wild Card Label Limited, Attitude Records Limited and Serious
Records Limited;

the Company and each other General Chargor will create a first fixed charge on all plant
and machinery owned by it;

the Company and each other Chargor, other than the Property Chargors, Island
Entertainment Group Limited and the IP Chargor, will create a first fixed charge on all of
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(m)

()

(0)
(®)
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()

its rights in respect of any amount standing to the credit of any account it has with any
person and the debt represented by it, which in the case of the Company will include its
interest bearing accounts nos. 8883033 with Citibank, Strand, London, 57167275,
70952362 and 30953237 with HSBC, Poultry, London and the accounts required to be
opened with CLLSA pursuant to the Loan Agreement;

the Company and each other Chargor, other than the Property Chargors and the IP
Chargor, will create a first fixed charge over all of its book debts other than any which
arise in relation to certain accounts specified in the Debenture;

the Company and each other General Chargor will assign absolutely, subject to a proviso
for re-assignment on redemption, all of its rights in respect of any contract or policy of
insurance taken out by it or in which it has an interest;

the Company and each other General Chargor will assign absolutely, subject to a proviso
for re-assignment on redemption, all of its rights in respect of any agreement to which it
is a party (including those set out in schedule 2 to the Debenture) but other than any
agreement which is not assignable or capable of assignment;

the Company and each other General Chargor would assign absolutely, subject to a
proviso for re-assignment or redemption, any and all damages, compensation,
remuneration, profit or other income which it may derive from any agreement which is
not assignable or capable of assignment;

the Company, each other General Chargor and the IP Chargor will create a first fixed
charge over all of its rights in respect of its Intellectual Property Rights and Domain
Names;

the Company and each other General Chargor will create a first fixed charge over its
goodwill, the benefit of any authorisation held in connection with any Security Asset, the
right to recover compensation in respect of such authorisation, its uncalled capital, its
Repertoire and all rights and benefits under any agreement to which it is a party;

the Company and each other Chargor will have to pay on demand all duly documented
costs and expenses (including legal fees) incurred by any Finance Party, receiver,
attormey, manager, agent or other person appointed by the Trustee in connection with the
Debenture and will have to indemnify those persons against those costs and expenses,
including any costs arising from any breach of any law and regulation (including
environmental laws and regulations);

the Company and each other General Chargor will create a first floating charge over all of
its assets not otherwise charged under the Debenture;

the Debenture will contain representations and undertakings given by the Company and
the other Chargors to each Finance Party;

the secunty created by the Debenture will become immediately enforceable if an Event of
Default under the Loan Agreement occurs; and

the Company’s rights under the CUK Loan Agreement, the New VU Guarantee, the
UMVD Guarantee, the UIM Guarantee and the VUE Guarantee will be secured in favour
of CLSA and any subrogation or similar rights will be subordinated.

The entry into of the Debenture by the Company is a condition precedent under the Loan
Agreement and by such entry the Company will, among other things, secure and be
responsible for the payment and discharge of its and each Chargor’s liabilities to any
Finance Party under each Finance Document to which it is a party {other than any
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3

obligation which would result in the Debenture contravening section 151 of the
Companies Act 1985).

The CUK Loan Agreement

The principal terms on which the assistance will be given under the terms of the CUK Loan
Agreement are that:

(@)
(b
)

@

4

the Company will make available to CUK an inter-company loan in an amount equal to
£136 million for the purpose of financing the Fourth Acquisition and indirectly financing
the Third Acquisition;

the loan will be repayable in full on 31 December 2007 and otherwise on demand in
whole or in part by the Company if the Company is required to make a payment of any
kind or amount under or pursuant to the terms of the Finance Documents;

interest will accrue on the loan at the rate of interest applicable to the Loan as noted at
paragraph 1(a) above plus 100 basis points per annum and be payable quarterly in arrears;
and

CUK will agree to pay or reimburse to the Company all costs, fees or expenses related to
the Company entering into the Loan Agreement or the related Finance Documents
including, but not limited to, any amounts payable under the Fee Letter and any legal,
accounting, compliance or other administrative costs incurred by the Company in
connection with the Finance Documents.

The Subordination Agreement

The principal terms on which the assistance will be given under the terms of the Subordination
Agreement are:

(2)

(b

(©)

(d)

(e)

the Company will agree that from the date of the Subordination Agreement, all
Subordinated Intra Group Debt owed to it by an Intercompany Debtor (and related
claims) will be subordinated in rank, right of time and priority of payment, at all times
and in all circumstances to the Senior Facility Debt;

each Intercompany Debtor will undertake that it will not pay, prepay or repay any amount
of any Subordinated Intra Group Debt to any Intercompany Creditor without the written
consent of the Facility Agent and each Intercompany Creditor will undertake that it will
not demand or receive any payment, prepayment or repayment of any Subordinated Intra
Group Debt without the prior written consent of the Facility Agent;

if any Intercompany Creditor receives any payment in respect of any Subordinated Intra
Group Debt it will be obliged to transfer the amount of that payment to the Facility
Agent, provided that an Intercompany Creditor will be entitled to recetve payment of a
Subordinated Intra Group Debt from an Intercompany Debtor if there has been no Event
of Default and the payment is made in the normal course of cash management operations;

if any Intercompany Debtor suffers certain insolvency events, the Facility Agent will be
entitled to prove for all of the Subordinated Intra Group Debt owed by that Intercompany
Debtor and each Intercompany Creditor will irrevocably authorise the Facility Agent to
prove for those debts on its behalf and will pay any distributions it actually receives to the
Facility Agent;

each Intercompany Creditor will irrevocably appoint the Facility Agent as its attorney in

respect of anything that it has authorised the Security Agent to do under the
Subordination Agreement or anything that it is obliged to do under the Subordination
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Agreement but has failed to do so within 5 Business Days of notice requiring it to do so;
and

(f) the Subordination Agreement will contain certain undertakings and representations and
warranties to be given by the Company and each other Intercompany Debtor to the Senior
Finance Parties;the Company will agree that from the date of the Subordination
Agreement, all Subordinated Intra Group Debt owed to it by an Intercompany Debtor
{(and related claims) will be subordinated in rank, right of time and priority of payment, at
all times and in all circumstances to the Senior Facility Debt.

}5 The Fee Letter

‘The principal terms on which the assistance will be given under the terms of the Fee Letter are:

I(a) payment by the Company of certain fees and costs to the Facility Agent in connection
* with the Loan Agreement and the Debenture will be a condition precedent under the Loan
Agreement; and

(b} the Company will pay an up-front fee to the Facility Agent of £ 1,904,000.

The payment of these fees by the Company will be reimbursed to the Company under the terms
of the CUK Loan Agreement by CUK.

6 The New Cash Pooling Agreement
‘The principal terms on which the assistance will be given under the terms of the New Cash
Pooling Agreement are:

(a) the Company will guarantee, as a continuing guarantee and regardless of any intermediate

: payment, the liabilities to HSBC Bank PLC of each other party to the New Cash Pooling
Agreement and will undertake to pay to HSBC Bank PLC any sums owing to HSBC Bank
PLC on any account whatsoever from any other party to the New Cash Pooling
Agreement (including any sum for which those parties may be liable as surety); and

(b) the Company will irrevocably appoint the UK Parent as its agent in respect of any action
to be taken in connection with the New Cash Pooling Agreement.

13 16620697 v5
DOCSPR1:17196340.4
604816-20088 ISM

W




APPENDIX E

UNIVERSAL MUSIC OPERATIONS LIMITED

STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix E, the definitions contained in Appendix B shall apply.

i

I .

Accession Agreement
|

|

}Act

Additional Chargor
Additional Guarantor

Affiliate

All-in-Fee Agreement

Break Costs

Business Day

Charge of Intercompany Loans

Chargor

CLS
CLSA

Commitment

DOCSPR1:17196340.4
604816-20088 ISM

means a letter, substantially in the form of schedule 9 to
the Loan Agreement (form of accession agreement), with
such amendments as the Facility Agent may approve or
reasonably require.

means the Companies Act 1985 (as amended).

means a member of the Group who becomes a Chargor
under the Debenture.

means a member of the Group which becomes a Guarantor
after the date of the Loan Agreement.

means a Subsidiary or a Holding Company of a person or
any other Subsidiary of that Holding Company.

means the agreement in respect of the all in fee
arrangements between inter alia each General Chargor, IP
Chargor and Universal International Music B.V. in the
form stated on its face to take effect on 1st July 2001 and
dated 3 1st July 2001.

means the amount (if any) which a Lender is entitled to
receive subject to and in accordance with the Loan
Agreement as compensation if any part of the loan or
overdue amount is prepaid.

means a day (other than a Saturday or a Sunday) on which
banks are open for general business in London and Paris
and in respect of a rate fixing or a payment date in respect
of Sterling, London,

means the charge granted in favour of the Lenders by the
Subordinated Creditors over various Inter-Company Loans
in the agreed form under a Security Document.

means a General Chargor, an Investment Chargor, an [P
Chargor or a Property Chargor.

means Credit Lyonnais Securities.
means Credit Lyonnais S.A ..

means:

14 16620697 v5



(a) for CLSA, £136,000,000 and the amount of any
other Commitment 1t acquires; and

(b) for any other Lender, the amount of any
Commitment it acquires,

. to the extent not cancelled, transferred or reduced under

! the Loan Agreement.
|

Company means Universal Music Operations Limited.

!

iCUK means the UK Parent (as defined below).

CUK Loan Agreement means a loan agreement to be made between the Company

and CUK whereby the Company will make available to
CUK an inter-company loan in an amount equal to £136
million for the purpose of directly financing the Fourth
Acquisition and indirectly financing the Third Acquisition.

Debenture means a security agreement to be made between the
General Chargors (1), the Investment Chargors (2), the
Property Chargors (3), the IP Chargor (4) and the Trustee
(5) whereby the Company and the other Chargors will
create a fixed and floating charge in favour of the Trustee
as security for all amounts owing by each Chargor to any

Finance Party under each Finance Document to which a
Chargor is party.

Domain Names means the domain names specified in the Debenture.

‘Existing Cash Pooling Guarantees means the joint and several cash pooling guarantee
agreement dated 24th July, 2001 between certain members
of the Material Group and HSBC Bank plc.

Event of Default means an event specified as such in the Loan Agreement.

Facility Agent means CLSA in its capacity as facility agent under the
Loan Agreement,

Fee Letter means the fee letter from the Facility Agent to the
Company setting out the amount of the up-front fee.

Finance Document means:
(a) the Loan Agreement; or
(b) the Fee Letter; or
(©) a Security Document; or
(d) the Subordination Agreement; or

(e) an Accession Agreement; or
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L?inance Party

Financial Covenants

%Financial Indebtedness

DOCSPR1:17196340.4
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)
(2)
(h)
(¥

a Transfer Certificate; or;

the VUE Guarantee ; or

the Letter of Intent; or

any other document designated as such by the Facility
Agent and the Company.

means the Facility Agent or a Lender.

means the financial covenants set out in clause 18.1 of the
Loan Agreement and described further in paragraph 1(o)
of Appendix D.

means any indebiedness for or in respect of:

(a)
(b)
(©)

(d
(e)
(0

(2
(h)

0)

k)

moneys borrowed and overdrafts; or
any acceptance credit; or

any bond, note, debenture, loan stock or other
similar instrument; or

any redeemable preference share; or
any finance or capital lease; or

receivables sold or discounted (otherwise than on
a non-recourse basis); or

any debt redeemable in shares; or

the acquisition cost of any asset to the extent
payable after its acquisition or possession by the
party liable where the deferred payment is
arranged primarily as a method of raising finance
or financing the acquisition of that asset but, for
the avoidance of doubt, excluding any amounts
payable to a vendor under an earm-out provision on
account of income generated by that asset; or

any derivative transaction protecting against or
benefiting from fluctuations in any rate or price
(and, except for non-payment of an amount, the
then mark to market value of the denvative
transaction will be used to calculate its amount); or

any other transaction (including any forward sale
or purchase agreement) which has the commercial

effect of a borrowing; or

any counter-indemnity obligation in respect of any
guarantee, indemnity, bond, letter of credit or any
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‘General Chargors

‘Group

‘Guarantor

fHolding Company

Increased Cost

Insolvency Event
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other instrument 1ssued by a bank or financial
institution; or

6] any off-balance sheet indebtedness (including
contingent financial liabilities excluding for the
avoidance of doubt contingent liabilities arising as
a result of legal or regulatory proceedings or
royalties payable to artists); or

(m) any guarantee, indemnity or similar assurance
against financial loss of any person in respect of
any item referred to in paragraphs (a) to (1) above.

means the Company, Go! Discs Limited, Go! Holdings
Limited, Polydor Limited, Mercury Records Limited,
Universal Island Records Limited, Universal MCA Music
UK Limited and A&M Music Records Limited.

means at the date of the Loan Agreement the UK Parent
and the companies listed in schedule 15 to the Loan
Agreement and thereafter each other Subsidiary of the UK
Parent which is acquired on or after the date of the Loan
Agreement unless the Company can demonstrate to the
satisfaction of the Facility Agent (acting reasonably in
good faith) that the principal business activity of that
Subsidiary is not primarily that set out in paragraph 2 of
schedule 14 of the Loan Agreement.

means an Original Guarantor or an Additional Guarantor.

means a holding company within the
meaning of section 736 of the Act.

means:
(a) an additional or increased cost; or

(©) a reduction in the rate of return under a Finance
Document or on its overall capital; or

(c) a teduction of an amount due and payable under
any Finance Document,

which is incurred or suffered by a Finance Party or any of
its Affiliates but only to the extent attributable to that
Finance Party having entered into any Finance Document
or funding or performing its obligations under any Finance
Document.

means, in relation to a person, if that person:
() is, or is deemed for the purposes of any law to be,

unable to pay its debts as they fall due or is
insolvent; or
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Insolvency Proceeding

Intellectual Property Rights

DOCSPR1:17196340.4
604816-20088 ISM

(b)

()

(d)

(©

admits its inability to pay its debts as they fall due;
or

suspends making payments on any of its debts or
announces an intention to do so; or

by reason of actual or anticipated financial
difficultics, begins negotiations with any creditor
for the rescheduling of any of its indebtedness; or

has a moratorium declared in respect of any of its
indebtedness.

means, in relation to a person, if:

(a)

(b)

(©)

(d

(e)

®

(2)

any step is taken with a view to a moratorium or a
composition, assignment or similar amrangement
with any of its creditors; or

a meeting of its shareholders, directors or other
officers is convened for the purpose of considering
any resolution for, to petition for or to file
documents with a court {for, its winding-up,
administration or dissolution or any such
resolution is passed; or

any person presents a petition, or files documents
with a court, for its winding-up, administration or
dissolution except where such petition or filing is
frivolous or 1s being contested in good faith and
with due diligence and is struck out within 21
days; or

an order for its winding-up, administration or
dissolution is made; or

any liquidator, trustee in bankruptcy, judicial
custodian, compulsory manager, receiver,
administrative receiver, administrator or similar
officer is appointed in respect of it or any of its
assets; or

its directors, shareholders or other officers request
the appointment of, or give notice of their
intention to appoint, a liquidator, trustee in
bankruptcy, judicial custodian, compulsory
manager, receiver, administrative receiver,
administrator or similar officer; or

any other analogous step or procedure is taken in
any jurisdiction.

means patents, trade marks, trade names, rights in designs
(including registered designs and design rights), copyright
(including without limitation copyright in literary works,
dramatic works, musical works, artistic works, films,
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|
Inter-company Creditor

Inter-Company Debt

Inter-Company Debtors

‘Inter-Company Documents

Inter-Company Loan

Interest Payment Account

Investment Chargors

IP Chargor

Lenders

Letter of Intent
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sound recordings, broadcasting rights and performance
rights), database rights, rights in know-how and all other
intellectval property rtights, in each case whether
registered or unregistered and including applications for
grant of any of the foregoing and all rights or forms of
protection having equivalent or similar effect to any of the
foregoing which may subsist anywhere in the world now
or in the future, in each case, whether registered or not.

means those companies described as such in the
Subordination Agreement in their capacity as creditors in
relation to, or to whom any Obligor may at any time have
any liability or obligations (present or future, actual or
contingent, joint or several) for or in respect of any
Subordinated Intra Group Debt.

means any debt incurred by an Obligor and outstanding to
an Affiliate of the Company.

means each Obligor in its capacity as a debtor in relation
to, or who 1s at any time liable for or in respect of, any
Subordinated Intra Group Debt.

means each Intra Group Loan Agreement which
documents or otherwise relates to any Subordinated Intra
Group Loan and any and all agreements and other
instruments under or by which any Subordinated Intra
Group Debt 1s, or any amount in respect thereof is,
outstanding, evidenced, secured or guaranteed, in each
case as and including any instrument pursuant to which
the same 1s novated, varicd, supplemented or amended
from time to time.

means any loan granted by an Obligor to an Affiliate of
the Company.

means the interest bearing cash reserve blocked account
opened with the Facility Agent by the Company and
secured by the Debenture.

means Universal Music (UK)) Holdings Limited, Universal
Music Leisure Limited, Centenary UK Limited and Island
Entertainment Group Limited.

means Deutsche Grammophon GmbH.

means CLSA together with any other person who
becomes, in accordance with the terms of the Loan
Agreement, a Lender under the Loan Agreement.

means the letter from VU to CL in which VU agrees that it
will not, inter alia, carry out a similar or the same
business activity (directly or indirectly) as any of the
Group based in the UK.
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.LIBOR

‘Loan

Loan Agreement

Majority Lenders

Mandatory Cost

Margin

Material Adverse Effect
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means for a Term of any Loan or overdue amount:
(a) the applicable Screen Rate; or

(b) if no Screen Rate is available for the relevant
currency or Term of the Loan or overdue amount,
the arithmetic mean (rounded upward to four
decimal places) of the rates, as supplied to the
Facility Agent at its request, quoted by the
Reference Banks to leading banks in the London
interbank market.

means the principal amount of the borrowing under the
Loan Agreement ot the principal amount outstanding of
that borrowing.

means a credit facility agreement imitially to be made
between the Company, the Facility Agent and the Lenders
and subsequently, prior to any drawdown of the Loan, to
be made between the UK Parent (1), the Company (2), the
Original Guarantors (3), the Original Chargors (4), the
Lenders (5) and the Facility Agent (6) whereby the
Lenders will make available to the Company a sterling
term loan facility in an aggregate amount equal to £136
million for the purpose of directly financing the Fourth
Acquisition and indirectly financing the Third Acquisition.

means, at any time, Lenders:

(a) whose share in the outstanding Loan and whose
undrawn Commitments then aggregate 66%/; per
cent. or more of the aggregate of all the
outstanding Loan and the undrawn Commitments
of all the Lenders; or

(b) if the Loan is not then outstanding, whose
undrawn Commitments then aggregate 663 per
cent. or more of the Total Commitments; or

() if the Loan is not then outstanding and the Total
Commitments have been reduced to zero, whose
Commitments aggregated 66%/5 per cent. or more
of the Total Commitments immediately before the
reduction.

means the cost of complying with certain regulatory
requirements, expressed as a percentage rate per annum

and calculated by the Facility Agent under schedule 5 to
the Loan Agreement (calculation of the Mandatory Cost).

means 2.25 per cent. per annum.

means a material adverse effect on:
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(a) the financial condition of the Company or the
Material Group which has or is reasonably likely
to have a material adverse effect on the ability of
any Obligor to perform its obligations under the
Finance Documents; or

\
|
(b) the ability of any Obligor to perform any of its

payment or other material obligations under any of
the Finance Documents; or

| {(c) the enforceability or validity of any Finance

' Document or the effectiveness of any Security
Interest (which, in the opinion of the Lenders
(acting reasonably) is not immaterial) purported to
be created pursuant to any Security Document ot
the rights and remedies of any Finance Party.

Material Group means each Obligor and the Subsidiaries of Mercury
Records Limited, Polydor Limited, Island Entertainment
Group Limited and the Company.

New Cash Pooling Agreement means the cash pooling guarantee to be made between

' HSBC Bank PLC and, inter alia, each of the Company,
Universal Island Records Limited, Polydor Limited and
Mercury Records Limited.

:New VU Guarantee means the guarantee to be granted by VU in favour of the
' Company in connection with the CUK Loan Agreement,

Non-Assignable Contracts means the recording agreements set out in part 3 of
schedule 2 to the Debenture.

Non-Material Group means each member of the Group which is not a member
of the Material Group.

Obligor means the Company, a Guarantor, a Chargor or an
Additional Chargor.

‘Original Guarantors means Go! Discs Limited, Go! Holdings Limited, Mercury

Records Limited, Polydor Limited, Universal Island
Records Limited and Universal Music Leisure Limited.

Original Chargors means Island Entertainment Group Limited, Centenary
f UK Limited, Universal Music (UK) Holdings Limited and
210 South Street Property Company Limited.

Original Lender means Credit Lyonnais S.A..
Property Chargors means 210 South Street Property Company Limited.
Reference Banks means CLSA, Royal Bank of Scotland and Société

Générale and any other bank or financial institution
appointed as such (with the approval of the Company) by
the Facility Agent under the Loan Agreement.
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Repayment Account

1

iRepertoire
|

Screen Rate

Secured Liabilities

:Security Assets

Security Document

'Security Interest

Senior Facility Debt

Senior Finance Parties
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means the interest bearing cash reserve blocked account
opened with the Facility Agent by the Company and
secured by the Debenture.

means master tapes, “neighbouring rights” to recording
rights, royalty entitlements, collecting society receivables.

means the British Bankers Association Interest Settlement
Rate (if any) for the relevant currency and term displayed
on the appropriate page of the Reuters screen selected by
the Facility Agent. If the relevant page is replaced or the
service ceases to be available, the Facility Agent (after
consultation with the Company and the Lenders) may
specify another page or service displaying the appropriate
rate.

means all present and future obligations and liabilities
(whether actual or contingent and whether owed jointly or
severally or in any other capacity whatsoever) of each
Chargor to any Finance Party under each Finance
Document to which a Chargor is a party, except for any
obligation which, if it were so included, would result in
the Debenture contravening section 151 of the Act.

means all assets (including without limitation the
Intellectual Property Rights) of each Chargor the subject
of any security created by the Debenture.

means:

(a) the Debenture;

(b) the Charge of Intercompany Loans;
(c) each Share Pledge; and

(d) any other document evidencing or creating
security over any asset of an Obligor to secure any
obligation of any Obligor to a Finance Party under
the Finance Documents.

means any mortgage, pledge, Hen, charge, assignment,
hypothecation or security interest or any other agreement
or arrangement having a similar effect.

means any and all obligations or liabilities (present or
future, actual or contingent, joint or several) payable or
owing by any Obligor to any Senior Finance Party under
the Finance Documents.

means:

(a) a Lender;
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i Shares

' Share Pledge
|

Subordination Agreement

Subordinated Creditors

'Subordinated Intra Group Debt

Subsidiary

Term
Total Commitments

Transfer Certificate

Trustee

UIM
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(b) the Facility Agent, and/or

(© any successor, transferee, replacement or assignee
of any of the above.

means 2,045 fixed rate, non-redeemable preference shares
of £1 each in the capital of the Company.

means each share pledge entered into by each Obligor in
favour of the Finance Parties on or about the date of the
Loan Agreement in the agreed form under the Debenture.

means a subordination agreement to be made between the
Company, the Facility Agent, the Obligors and the
Subordinated Creditors.

means e¢ach Affiliate of the Company which is the creditor
of an Intercompany Loan as notified to the Facility Agent
by the Company in writing in accordance with the Loan
Agreement together with any other Affiliate of the
Company which becomes a creditor in respect of an Inter-
Company Debt from time to time and which accedes to
the Subordination Agreement in accordance with the
Finance Documents.

means any and all obligations or liabilities (present or
future, actual or contingent or joint or several) payable or
owing by any Intercompany Debtor to any Intercompany
Creditor which constitute Inter-Company Debt.

means:

(a) a subsidiary within the meaning of section 736 of
the Act; and

(b) unless the context otherwise requires, a subsidiary
undertaking within the meaning of section 258 of
the Act.

means each period determined under the Loan Agreement
by reference to which interest on the Loan or an overdue
amount 1s calculated.

means the Commitments of all the Lenders.

means a certificate, substantially in the form of schedule 6
to the Loan Agreement (form of transfer certificate), with
such amendments as the Facility Agent may approve or
reasonably require or any other form agreed between the
Facility Agent and the Company.

means CLSA in its capacity as agent and trustee for the
Finance Parties under the Debenture.

means Untversal Intermational Music B.V..

23 16620697 v5




UIM Guarantee

UK Parent or CUK
UMVD

'UMVD Guarantee Agreement

Undisclosed Agency Arrangements

VU
VUE Entity

‘VUE Guarantee
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means the agreement to be made between UIM and the
Company whereby UIM will agree to issue a guarantee in
favour of the Company and an indemnity in favour of the
directors of the Company.

means Centenary UK Limited.
means Universal Music & Video Distribution Corp.

means the agreement to be made between the Company
and UMVD whereby UMVD will agree to issue a
guarantee to the Company and an indemnity to each of the
directors of the Company in each case in the form attached
to the UMVD Guarantee Agreement.

means the undisclosed agency arrangements as described
in schedule 13 to the Loan Agreement.

means Vivendi Universal S A..
means VU and each of its Subsidiaries.

means the guarantee in the agreed form in favour of the
Finance Parties and the Company pursuant to which
Vivendi Universal S.A. agrees to pay on demand an
amount equal to 50 % of ali Inter-Company Debt owed by
each Obligor to a VUE Entity from time to time to the
extent that Obligor is in default of its payment obligations
towards that VUE Entity and where any subrogation or
similar rights to which VU is or may be entitled are
subordinated pursuant to the Subordination Agreement.
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Elf FRNST & YOUNG

Auditors’ report to the directors of Universal Music Operations Limited
pursuant to section 156(4) of the Companies Act 1985

We have examined the attached statutory declaration of the directors of Universal Music
Operations Limited (“the Company”) dated 31 December 2002 in connection with the proposal
that the Company should give financial assistance for the purchase of 2,045 of the Company’s
issued share capital.

Basis of opinion

We have enquired into the state of the Company’s affairs in order to review the bases for the
statutory declaration.

Opinion
We are not aware of anything to indicate that the opinion expressed by the directors in their

declaration as to any of the matters mentioned in section 156(2) of the Companies Act 1985 is
unreasonable in all the circumstances.

[_/\ }\\,2 th,u’

Ernst & Young LLP
Registered Auditor
London

31 December 2002




COMPANIES FORM No. 155(6)a

L Declaration in relation to =
assistance for the acquisition 6 a
CHFP004 of shares. ' '

Please do not Pursuant to section 155(6) of the Companies Act 1985
write in  this

margin

Please complete

fegibly, preferably 1o the Registrar of Companies For official use ~ Company number
boid Block (Address overleaf - Note 5) T [osoi3s

Note Name of company

Pleasa read the | »x NTVERSAL MUSIC OPERATIONS LIMITED

" e O . . '
c THOMAS CLWE FISHER oF 1 NEVILLE ¢ 0SE,

company
¢ insert name(g Mg . ~ 4 .
address(es) gf W31 NFIELD, BEVIKSHIKE RGLW) LI—AZ
the directors :
being L awbof o &tal oL F
+delete as fthex sebendisectork [ak thexdirectorsf Tof the above company do solemnly and sincerely declare that:
appropriate The business of the company is:

Sdelete whichev
is inappropriate

{c) something other than the above &

The company is proposing to give financial assistance in connection with the acquisition of shares in

/ﬁthe [company] [oDOKPEEGRKKIIEKEDBARARY

F xnmnmmnxmxmxmnxmmmxmmxnmmxxxmml t

The assistance is for the purpose of [that acqmsmonﬁreducmg or discharging a liability incurred for the
purpose of that acqunsltlon]

The number and class of the shares acquired or to be acquired is:
2,045 Fixed Rate Non-Redeemable Preference Shares of £1 each

—
Presentor's name address and For official Use .
reference (if any). General Section

Watson, Farley & Williams
15 Appold Street
London EC2A 2HB

g Reference: HOWC1
Doc No: 16631350 vI

Page 1 L ‘ d.




Please do not
write in this
margin

@L\"/f' The assistance is to be given to: (Note 2) SEE APPENDIX A,

Please complete
legibly, preferably
in black type, or

bold biock
feftering
The assistance will take the form of:
T N ]
Cr | See Appendix B.
|
The person who [has acquired] [will acquire] | the shares is: t :;Li‘:pism
SEE APPENDIX C.
The principal terms on which the assistance will be given are:
"
See Appendix D.
§f ‘ )
The amount of cash to be transferred to the person assistedis£ |4 & MILLION
M The value of any asset to be transferred to the person assisted is £ 0.00
§:’/ The date on which the assistance is to be given is  WITHIN 8 WEEKS OF THE DATE HEREOF Page 2

oF




Please do e I/f¢ have formed the opinion, as regards the company's initial situation immediately following the
e this*" date on which the assistance is proposed to be given, that there will be no ground on which it could

then be found to be unable to pay its debts. {note 3)

Please comple

;ﬁgﬁg;f';f;abg a) [/y¥ef have formed the opinion that the company will be able to pay its debts as they fall due
bold ock during the year immediately following that date] * (note 3)
lettering

(_‘( (b) fikisxiiencedxioxcommentethewingdingu ok ihaxamprry-nithin A2 xmmrihemithek telecandox
bhazehenen baracex xbhexapiricr et i enoompang itk kexabis dexpaypcits xdetitsctncofotk xitkinc g £xx
* delete (%i).her <7 monihaahtheconynensamerbaitieminsinguok kol oo
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NOTES

t For the meaning of "a person incurring a
liability" and "reducing or discharging a liability™
see section 152(3) of the Companies Act 1985.

2 jnsert full name(s) and address{es) of the
person(s) to whom assistance is to be given: if
a racipient is a company the registered office
address should be shown.

3 Contingent and prospective liabilites of the
company are to be taken into account - see
section 156(3) of the Companies Act 1985.

4 The auditors report required by section 156(4)
of the Companies Act 1985 must be annexed to
this form.

5 The address for companies registered in
England and Wales or Wales is:-

The Regisirar of Companies
Companies House

Crown Way

Cardiff

CF14 3UZ

DX: 33050

Cardiff

or, for companies registered in Scotland:-

The Registrar of Companies
Companies House

37 Castle Terrace
Edinburgh

EH1 2EB

DX: 235

Edinburgh
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Persons to whom financial assistance is to be given
(1 Centenary UK. Limited of 1 Sussex Place, Hammersmith, London W6 9XS.
(2) Credit Lyonnais Securities of 5 Appold Street, London EC2A 2DA.

(3) Credit Lyonnais S.A. of 18 Rue de la Republique, 69000 Lyon, France.
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APPENDIX B

UNIVERSAL MUSIC OPERATIONS LIMITED
STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix B, the definitions contained in Appendix E shall apply.

Background

In February 2002, the Company entered into a repurchase transaction (the “Repo Transaction™)
with, inter alia, CLSA. The Repo Transaction included the following arrangements:

(a)

(b)

(©)

(d)

CUK subscribed for the Shares at an aggregate subscription price of £136 million (the
“Subscription”);

the Shares were sold by CUK to CLS for a total purchase price of £134,640,000 (the
“First Acquisition”) and CUK and CLS entered into an associated put and call option
agreement (the “First Option Agreement”) in relation to the repurchase of the Shares by
CUK from CLS;

the Shares were subsequently sold by CLS to CLSA (the “Second Acquisition”) and
CLS and CLSA entered into an associated put option agreement (the “Second Option
Agreement”) in relation to the repurchase of the Shares by CLS from CLSA; and

VU issued a guarantee in favour of CLSA in respect of the obligations of CUK under
certain agreements relating to the above.

It is now proposed that the Company enter into a new direct term loan arrangement with CLSA so
as to enable the Repo Transaction to be unwound. As part of the unwind process, the First
Option Agreement will be amended, CLSA will require CLS to purchase the Shares in
accordance with the terms of the Second Option Agreement (the “Third Acquisition) and CLS
will then require CUK to purchase the Shares in accordance with the terms of the First Option
Agreement (the “Fourth Acquisition™).

The assistance will take the form of:

The Company entering into the following documents and performing the transactions
contemplated by such documents:

(2)
(b)
(c)
(d)
(€)
®
(8)

the Loan Agreement;

the Debenture;

the CUK Loan Agreement;

the Subordination Agreement;

the Fee Letter;

the New Cash Pooling Agreement; and

any other documents necessary or desirable in connection with any of the above,

(together, the “Transaction Documents™).

2 16620697 v5
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The Transaction Documents are all on terms and subject to the conditions more particularly
described therein (a summary of the material terms of the Transaction Documents is set out in
Appendix D) and we declare that we have read and are fully familiar with such terms and
conditions. It is acknowledged and declared that the Company will execute the Loan Agreement
in the first instance and may then sign an amendment and restatement agreement in relation to the
Loan Agreement pursuant to which the other Obligors will accede to the Loan Agreement as
parties prior to the first drawdown thereunder.

Financial Assistance
The financial assistance will consist of the following:
(a) The Subscription

CUK incurred a ltability for the purpose of the Subscription by incurring an obligation to pay the
subscription price for the Shares. By entering into and performing the CUK Loan Agreement, the
Loan Agreement, the Debenture and the other Transaction Documents, the Company will or may
financially assist CUK, within the meaning of section 151(2) of the Act, to the extent that the
liability incurred by CUK for the purpose of the Subscription is reduced or discharged, within the
meaning of section 152(3)}(b) of the Act, by restoring the financial position of CUK to what it was
before the Subscription took place.

(b) The First Acquisition

CUK incurred a liability to CLS for the purpose of the First Acquisition by changing its financial
position, within the meaning of section 152(3)(a) of the Act, by entering into the First Option
Agreement. The First Option Agreement contains an obligation on CUK, in certain
circumstances, to make the Fourth Acquisition. By entering into and performing the CUK Loan
Agreement, the Loan Agreement, the Debenture and the other Transaction Documents, the
Company will financially assist CUK, within the meaning of section 151(2) of the Act, to
discharge its liability under the First Option Agreement to make the Fourth Acquisition.

CLS incurred a liability for the purpose of the First Acquisition by incurring an obligation to pay
the consideration for the Shares. By entering into and performing the CUK Loan Agreement, the
Loan Agreement, the Debenture and the other Transaction Documents, the Company will or may
financially assist CLS, within the meaning of section 151(2) of the Act, to the extent that the
liability incurred by CLS for the purpose of the First Acquisition is reduced or discharged, within
the meaning of section 152(3)}(b) of the Act, by restoring the financial position of CLS to what it
was before the First Acquisition took place.

(c) The Second Acquisition

CLS incurred a liability to CLSA for the purpose of the Second Acquisition by changing its
financial position, within the meaning of section 152(3}(a) of the Act, by entering into the Second
Option Agreement. The Second Option Agreement contains an obligation on CLS, in certain
circumstances, to make the Third Acquisition. By entering into and performing the CUK Loan
Agreement, the Loan Agreement, the Debenture and the other Transaction Documents, the
Company will financially assist CLS, within the meaning of section 151(2) of the Act, to
discharge its liability under the Second Option Agreement to make the Third Acquisition.

CLSA incurred a liability for the purpose of the Second Acquisition by incurring an obligation to
pay the consideration for the Shares. By entering into and performing the CUK Loan Agreement,
the Loan Agreement, the Debenture and the other Transaction Documents, the Company will or
may financially assist CLSA, within the meaning of section 151(2) of the Act, to the extent that
the liability incurred by CLSA for the purposes of the Second Acquisition is reduced or
discharged, within the meaning of section 152(3)(b) of the Act, by restoring the financial position
of CLSA to what it was before the Second Acquisition took place.
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(d) The Third Acquisition

By entering into and performing the CUK Loan Agreement, the Loan Agreement, the Debenture
and the other Transaction Documents, the Company will give financial assistance indirectly for
the purposes of the Third Acquisition by providing CUK with the finance required by CUK to
make the Fourth Acquisition and therefore indirectly providing CLS with the finance required by
CLS to make the Third Acquisition.

(e) The Fourth Acquisition

By entering into and performing the CUK Loan Agreement, the Loan Agreement, the Debenture
and the other Transaction Documents, the Company will give financial assistance directly for the
purposes of the Fourth Acquisition by providing CUK with the finance required by CUK to make
the Fourth Acquisition.

C/?%
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APPENDIX C

UNIVERSAL MUSIC OPERATIONS LIMITED
STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix C, the definitions contained in Appendix B and Appendix E shall apply.

Persons who have acquired or will acquire shares

(D
@)

()

(4)

&)

The person who has acquired the Shares under the Subscription 1s Centenary UK Limited.

The person who has acquired the Shares under the First Acquisition is Credit Lyonnais
Securities.

The person who has acquired the Shares under the Second Acquisition is Credit Lyonnais
S.A..

The person who will acquire the Shares under the Third Acquisition is Credit Lyonnais
Securities.

The person who will acquire the Shares under the Fourth Acquisition is Centenary UK
Limited.
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APPENDIX D

UNIVERSAL MUSIC OPERATIONS LIMITED
STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix D, the definitions contained in Appendix B and Appendix E shall apply.

The principal terms on which the assistance will be given are the following:

1

Loan Agreement

The principal terms on which the assistance will be given under the terms of the Loan Agreement

are:

(a)

(b)

(c)

(d)

(e)

(O

(2)

(h)

()

the Lenders will make available to the Company a sterling term loan facility in an
aggregate amount equal to £136 million bearing interest at the percentage rate per annum
equal to the aggregate of the applicable (i) LIBOR, (ii} Margin and (i11) Mandatory Cost,
with such interest being payable on the last day of each Term,

the Company will be able to borrow the loan by making a request to the Facility Agent on
or before 31 January 2003;

the loan can only be used by the Company to advance funds to CUK under the CUK Loan
Agreement which in turn will enable CUK and CLS respectively to finance the Fourth
Acquisition and the Third Acquisition respectively;

the loan will be repayable in 36 approximately equal monthly instalments commencing on
1st January 2005;

an up-front fee will be payable by the Company to the Facility Agent on signing of the
Loan Agreement pursuant to the Fee Letter;

mandatory prepayment of the loan and payment of Break Costs will be required in certain
circumstances including, inter alia, if it becomes unlawful in any jurisdiction for the
Lenders to perform their obligations or to maintain the loan, if the Company is in breach
of any Financial Covenant (which is not cured within 15 Business Day of notice of the
breach) or on a change of control of the UK Parent or VU {except where control of VU is
acquired by a company or other organisation with a Standard and Poor and Moody’s long
term credit rating of BBB- and Baa3 respectively or higher and which is acceptable to the
Lenders in their sole discretion);

the Loan Agreement will contain representations and warranties given by the Company
and each Obligor to each Finance Party in respect of itself and in respect of each member
of the Material Group which is its Subsidiary (namely, in the case of the Company,
Attitude Records Limited, Fiction Records Limited and Serious Records Limited);

the Loan Agreement will contain information covenants and other covenants given by the
Company, the UK Parent and each Obligor to the Finance Parties and the Company will
have to procure that, where a covenant is expressed to apply to each member of the
Material Group, each of its Subsidiaries complies with those covenants;

the following events, amongst other things, will constitute an Event of Default under the
Loan Agreement:

(A) non-payment by the Company or an Obligor of any amount

: payable by it under the Finance Documents; or
6 16620697 v5
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(B)

©

(D)

(E)

®

()

non-compliance by the Company or an Obligor with any term of
certain of the general covenants set out in clause 19 of the Loan
Agreement; or

non-compliance by the Company or an Obligor with any other
term of the Finance Documents other than clause 18 (Financial
Covenants) (unless remedied within 21 days); or

a representation made or repeated by the Company or an Obligor
in any Finance Document or in any document delivered by or on
behalf of any Obligor under any Finance Document being
incorrect In any material respect when made or deemed to be
repeated (unless remedied within 21 days); or

any of the following occurring in respect of any member of the
Group:

D any of its Financial Indebtedness is not paid when due
(after the expiry of any originally applicable grace period);
or

2) any of its Financial Indebtedness becomes prematurely
due and payable, is placed on demand or is capable of
being declared by a creditor to be prematurely due and
payable or being placed on demand, in each case as a
result of an event of default (howsoever described); or

3) any commitment for its Financial Indebtedness is
cancelled or suspended as a result of an event of default
(howsoever described),

uniess, the aggregate amount of Financial Indebtedness of (i) the
Group and (ii) the Material Group falling within paragraphs (1)-
(3) above is less than £ 1,000,000 and £ 500,000 respectively or
its equivalent or unless such event relates to a member of the Non-
Material Group and, in the opinion of the Majority Lenders, it
does not or could not reasonably be expected to give rise to a
Material Adverse Effect; or

(1) any of the New Cash Pooling Agreement or the Existing Cash
Pooling Guarantees being called or being capable of being called
in whole or in part or (ii) any sum being due and payable and not
being paid under any agreement to which a member of the
Material Group is party (unless such non payment does not or
could not reasonably be expected to give rise to a Material
Adverse Effect); or

the Company or any member of the Group being subject to any
Insolvency Event or Insolvency Proceeding or any attachment,
sequestration, distress, execution or analogous event affecting any
asset of a member of the Group, having an aggregate value of
£ 50,000 and not being discharged within 21 days, in all cases
unless the event relates to a member of the Non-Material Group
and, in the opinion of the Majority Lenders, it does not or could
not reasonably be expected to give rise to a Material Adverse
Effect; or
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(H)

@

()

X)

L)

M)

the Company or any member of the Material Group ceasing, or
threatening to cease, to carry on all or a substantial part of its
business in any material respect unless such event relates to a
member of the Non-Material Group and, in the opinion of the
majority Lenders, it does not or could not reasonably be expected
to give rise to a Material Adverse Effect or otherwise with the
prior written approval of the Majority Lenders (such approval not
to be unreasonably withold or delayed); or

any event occurring which is reasonably likely to have a Material
Adverse Effect; or

(1) any party to the Subordination Agreement (other than a
Finance Party) not performing its obligations under the
Subordination Agreement for a period of 21 days without
remedy; or

(2) any representation or warranty given by any party in the
Subordination Agreement (other than a Finance Party)
being incorrect in any material respect for a period of 21
days without remedy; or

3 any other event occurring which has or could reasonably
be expected to have a Material Adverse Effect; or

) the subordination created or purported to be created by the
Subordination Agreement (other than a Finance Party) not
being effective for a period of 21 days without remedy or
being alleged by a party to it (other than a Finance Party)
to be ineffective; or

(%) any party to the Subordination Agreement (other than a
Finance Party or Obligor) repudiating the Subordination
Agreement or evidencing an intention to repudiate it; or

the Company or an Obligor ceasing to be a subsidiary of the UK
Parent other than either as a result of the merger of the UK Parent
mto Universal Music (UK) Holdings Limited as expressly
permitted under the Loan Agreement or as part of a bona fide
restructuring or reorganisation as expressly permitted under the
Loan Agreement or otherwise with the prior written consent of the
Majority Lenders; or

any of the Undisclosed Agency Arrangements, the All-in Fee
Agreement or any of the New Cash Pooling Agreement or
Existing Cash Pooling Guarantees or any Relevant Contract (as
referred to in the Debenture) being terminated, amended or
breached in a manner which is prejudicial in any material respect
to the rights and interests of the Lenders or terminated except with
the prior written approval of the Lenders (such approval not to be
unreasonably withheld or delayed);

it being or becoming unlawful for the Company or an Obligor to
perform any of its obligations under the Finance Documents or
any Finance Document being ineffective (with such circumstances
continuing for a period of 21 days without remedy) or being
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)

(k)

O

(m)

(n)

(o)

)

(@)

()

alleged by the Company or an Obligor to be ineffective for any
reason or the Company or an Obligor repudiating a Finance
Document or evidencing an intention to repudiate a Finance
Document or any Security Document not creating the security it
purports to create (with such circumstances continuing for a
period of 21 days without remedy); or

(N) the auditors of the Company or any Obligor qualifying their report
on any audited accounts of the Company;

on the occurrence of an Event of Default the Facility Agent will be entitled to, and will be
required to if so instructed by the Majority Lenders, by notice to the Company:

(A) cancel the Total Commitments; and/or

(B)  declare that all or part of any amount outstanding under the
Finance Documents be immediately due and payable and/or
payable on demand by the Facility Agent acting on the
instructions of the Majority Lenders;

the Company will have to supply to the Facility Agent certain documents and other
evidence as a condition precedent to signature of the Loan Agreement and will have to
supply additional documents and other evidence as a condition precedent to making a
request for the draw-down of the loan;

the Company will be entitled to voluntarily prepay all or part of the loan on 10 Business
Days' notice, subject to the payment of Break Costs and provided that the prepayment is a
multiple of £10,000,000;

default interest will be payable on any sums not paid on the due date at a rate of 2% per
annum above the interest rate applicable under the Loan Agreement at the time when the
sums remain unpaid;

the Company will have to pay to the Lenders any Increased Costs suffered by the
Lenders,

the Company will give financial covenants in respect of interest cover and debt payment
ratios with each covenant being tested in respect of a 12 month period ended on 31st
March, 30th June, 30th September and 3 1st December in each year;

the Company will have to indemnify each Finance Party against any loss or liability
suffered by it as a result of it receiving any amount in respect of an Obligor’s liability
under the Finance Documents in a currency other than the currency prescribed by the
relevant Finance Document;

the Company will have to indemnify each Finance Party against any loss or liability
which that Finance Party (in its absolute discretion action in good faith) determines will
be or has been suffered on account of tax in relation to a payment received or receivable
under a Finance Document, unless the tax 1s imposed on or calculated in the jurisdiction
of incorporation of that Finance Party by reference to the net income received or
receivable by that Finance Party;

the Company will have to indemnify each Finance Party against any loss or liability
suffered by it as a result of any Event of Default, any failure by an Obligor to pay any
sum on the due date, the loan not being drawn-down once requested (other than due to the
negligence of that Finance Party) or the loan being prepaid in any manner not permitted
by the Loan Agreement;
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(s)

®

(u)

)

(w)

2

the Company will have to pay all costs and expenses (including costs in relation to the
financial assistance issue) incurred by the Facility Agent in connection with the
negotiation and preparation of the Finance Documents and any duly documented costs
and expenses incurred by any Finance Party in respect of enforcing the provisions of any
of the Finance Documents;

the Company will have to procure that each person becoming part of the Material Group
will become an Additional Guarantor and Chargor under the Loan Agreement and
Debenture;

the Company will have to procure that Deutsche Grammophon GmbH, Universal MCA
Music UK Limited and A&M Music Records Limited will each become an Additional
Guarantor and Chargor under the Loan Agreement and Debenture prior to any request for
drawdown of the loan;

the Company will have to ensure that no later than the second anniversary of the date of
the Loan Agreement an amount equal to the sum of £3,800,000 is deposited and
maintained in the Repayment Account and will have to ensure that the sum of £4,800,000
is deposited and maintained in the Interest Payment Account; and

the Company may enter into hedging arrangements with CLSA (or another bank or
financial institution} in respect of interest rate fluctuations in a principal or nominal
amount no greater than between 50 per cent. and 75 per cent. of the Total Commitments,

The Debenture

The principal terms on which the assistance will be given under the terms of the Debenture are:

@

()

(©)

(d)

(e)

)

(g)

the Company and each other Chargor will, as primary obligor, covenant with the Trustee
to pay or discharge the Secured Liabilities as they become due and payable in accordance
with the relevant Finance Documents;

any amount not paid under the Debenture when due will bear interest (as well after as
before judgement and payable on demand) in the manner provided in the relevant Finance
Document from the due date until the date such amount is unconditionally and
irrevocably paid and discharged in full, save to the extent that interest at such rate on such
amount for such period is charged pursuant to a relevant Finance Document and itself
constitutes a Secured Liability;

all security created under the Debenture will be in favour of the Trustee, will be security
over all present and future assets of the Company and each other Chargor and will be
security for payment of the Secured Liabilities;

the Company and each other Chargor, other than the Investment Chargors and the IP
Chargor, will create a first legal mortgage and a first fixed charge over all freehold or
leasehold properties owned by it;

the Company and each other Chargor, other than the Property Chargor and the IP
Chargor, will create a first legal mortgage and first fixed charge over any shares, bonds or
securities owned by it, which in the case of the Company will include its shares in Fiction
Records Limited, The Wild Card Label Limited, Attitude Records Limited and Serious
Records Limited;

the Company and each other General Chargor will create a first fixed charge on all plant
and machinery owned by it;

the Company and each other Chargor, other than the Property Chargors, Island
Entertainment Group Limited and the IP Chargor, will create a first fixed charge on all of
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(h)

t)

(k)

M

(m)

()

()

®

(@

()

its rights in respect of any amount standing to the credit of any account it has with any
person and the debt represented by it, which in the case of the Company will include its
interest bearing accounts nos. 8883033 with Citibank, Strand, London, 57167275,
70952362 and 30953237 with HSBC, Poultry, London and the accounts required to be
opened with CLSA pursuant to the Loan Agreement;

the Company and each other Chargor, other than the Property Chargors and the IP
Chargor, will create a first fixed charge over all of its book debts other than any which
arise in relation to certain accounts specified in the Debenture;

the Company and each other General Chargor will assign absolutely, subject to a proviso
for re-assignment on redemption, all of its rights in respect of any contract or policy of
insurance taken out by it or in which it has an interest;

the Company and each other General Chargor will assign absolutely, subject to a proviso
for re-assignment on redemption, all of its rights in respect of any agreement to which it
is a party (including those set out in schedule 2 to the Debenture) but other than any
agreement which is not assignable or capable of assignment;

the Company and each other General Chargor would assign absolutely, subject to a
proviso for re-assignment or redemption, any and all damages, compensation,
remuneration, profit or other income which it may derive from any agreement which is
not assignable or capable of assignment;

the Company, each other General Chargor and the IP Chargor will create a first fixed
charge over all of its rights in respect of its Intellectual Property Rights and Domain
Names;

the Company and each other General Chargor will create a first fixed charge over its
goodwill, the benefit of any authorisation held in connection with any Security Asset, the
right to recover compensation in respect of such authorisation, its uncalled capital, its
Repertoire and all rights and benefits under any agreement to which it is a party;

the Company and each other Chargor will have to pay on demand all duly documented
costs and expenses (including legal fees) incurred by any Finance Party, receiver,
attorney, manager, agent or other person appointed by the Trustee in connection with the
Debenture and will have to indemnify those persons against those costs and expenses,
including any costs arising from any breach of any law and regulation (including
environmental laws and regulations);

the Company and each other General Chargor will create a first floating charge over all of
its assets not otherwise charged under the Debenture;

the Debenture will contain representations and undertakings given by the Company and
the other Chargors to each Finance Party;

the security created by the Debenture will become immediately enforceable if an Event of
Default under the Loan Agreement occurs; and

the Company’s rights under the CUK Loan Agreement, the New VU Guarantee, the
UMVD Guarantee, the UIM Guarantee and the VUE Guarantee will be secured in favour
of CLSA and any subrogation or similar rights will be subordinated.

The entry into of the Debenture by the Company is a condition precedent under the Loan
Agreement and by such enfry the Company will, among other things, secure and be
responsible for the payment and discharge of its and each Chargor’s liabilities to any
Finance Party under each Finance Document to which it is a party (other than any
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obligation which would result in the Debenture contravening section 151 of the
Companies Act 1985).

The CUK Loan Agreement

The principal terms on which the assistance will be given under the terms of the CUK Loan
Agreement are that:

@

(b)

(©)

(d

4

the Company will make available to CUK an inter-company loan in an amount equal to
£136 million for the purpose of financing the Fourth Acquisition and indirectly financing
the Third Acquisition;

the loan will be repayable in full on 31 December 2007 and otherwise on demand in
whole or in part by the Company if the Company is required to make a payment of any
kind or amount under or pursuant to the terms of the Finance Documents;

interest will accrue on the loan at the rate of interest applicable to the Loan as noted at
paragraph 1(a) above plus 100 basis points per annum and be payable quarterly in arrears;
and

CUK will agree to pay or reimburse to the Company all costs, fees or expenses related to
the Company entering into the Loan Agreement or the related Finance Documents
including, but not limited to, any amounts payable under the Fee Letter and any legal,
accounting, compliance or other administrative costs incurred by the Company in
connection with the Finance Documents.

The Subordination Agreement

The principal terms on which the assistance will be given under the terms of the Subordination
Agreement are:

(@)

(b)

(c)

(d)

(e)

the Company will agree that from the date of the Subordination Agreement, all
Subordinated Intra Group Debt owed to it by an Intercompany Debtor (and related
claims) will be subordinated in rank, right of time and priority of payment, at all times
and in all circumstances to the Senior Facility Debt;

each Intercompany Debtor will undertake that it will not pay, prepay or repay any amount
of any Subordinated Intra Group Debt to any Intercompany Creditor without the written
consent of the Facility Agent and each Intercompany Creditor will undertake that it will
not demand or receive any payment, prepayment or repayment of any Subordinated Intra
Group Debt without the prior written consent of the Facility Agent;

if any Intercompany Creditor receives any payment in respect of any Subordinated Intra
Group Debt it will be obliged to transfer the amount of that payment to the Facility
Agent, provided that an Intercompany Creditor will be entitled to receive payment of a
Subordinated Intra Group Debt from an Intercompany Debtor if there has been no Event
of Default and the payment is made in the normal course of cash management operations;

if any Intercompany Debtor suffers certain insolvency events, the Facility Agent will be
entitled to prove for all of the Subordinated Intra Group Debt owed by that Intercompany
Debtor and each Intercompany Creditor will irrevocably authorise the Facility Agent to
prove for those debts on its behalf and will pay any distributions it actually receives to the
Facility Agent;

each Intercompany Creditor will irrevocably appoint the Facility Agent as its attorney in

respect of anything that it has authorised the Security Agent to do under the
Subordination Agreement or anything that it is obliged to do under the Subordination
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Agreement but has failed to do so within 5 Business Days of notice requiring it to do so;
and

43] the Subordination Agreement will contain certain undertakings and representations and
warranties to be given by the Company and each other Intercompany Debtor to the Senior
Finance Parties;the Company will agree that from the date of the Subordination
Agreement, all Subordinated Intra Group Debt owed to it by an Intercompany Debtor
(and related claims) will be subordinated in rank, right of time and priority of payment, at
all times and in all circumstances to the Senior Facility Debt.

5 The Fee Letter
The principal terms on which the assistance will be given under the terms of the Fee Letter are:

{a) payment by the Company of certain fees and costs to the Facility Agent in connection
with the Loan Agreement and the Debenture will be a condition precedent under the Loan
Agreement; and

(b) the Company will pay an up-front fee to the Facility Agent of £ 1,904,000.

The payment of these fees by the Company will be reimbursed to the Company under the terms
of the CUK Loan Agreement by CUK.

6 The New Cash Pooling Agreement

The principal terms on which the assistance will be given under the terms of the New Cash
Pooling Agreement are:

(a) the Company will guarantee, as a continuing guarantee and regardless of any intermediate
payment, the liabilities to HSBC Bank PLC of each other party to the New Cash Pooling
Agreement and will undertake to pay to HSBC Bank PLC any sums owing to HSBC Bank
PLC on any account whatsoever from any other party to the New Cash Pooling
Agreement (including any sum for which those parties may be liable as surety); and

(b) the Company will irrevocably appoint the UK Parent as its agent in respect of any action
to be taken in connection with the New Cash Pooling Agreement.

13 16620697 v5
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APPENDIX E

UNIVERSAL MUSIC OPERATIONS LIMITED

STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix E, the definitions contained in Appendix B shall apply.

Accession Agreement

Act

Additional Chargor

Additional Guarantor
Affiliate

All-in-Fee Agreement

Break Costs
Business Day

Charge of Intercompany Loans

Chargor

CLS

CLSA

Commig?

DOCSPRL:17196340.4
604816-20088 1SM

means a letter, substantially in the form of schedule 9 to
the Loan Agreement (form of accession agreement), with
such amendments as the Facility Agent may approve or
reasonably require.

means the Companies Act 1985 (as amended).

means a member of the Group who becomes a Chargor
under the Debenture.

means a member of the Group which becomes a Guarantor
after the date of the Loan Agreement.

means a Subsidiary or a Holding Company of a person or
any other Subsidiary of that Holding Company.

means the agreement in respect of the all in fee
arrangements between inter alia each General Chargor, IP
Chargor and Universal International Music B.V. in the
form stated on its face to take effect on Ist July 2001 and
dated 31st July 2001.

means the amount (if any) which a Lender is entitled to
receive subject to and in accordance with the Loan
Agreement as compensation if any part of the loan or
overdue amount is prepaid.

means a day (other than a Saturday or a Sunday) on which
banks are open for general business in London and Paris
and in respect of a rate fixing or a payment date in respect
of Sterling, London.

means the charge granted in favour of the Lenders by the
Subordinated Creditors over various Inter-Company Loans
in the agreed form under a Security Document.

means a General Chargor, an Investment Chargor, an IP
Chargor or a Property Chargor.

means Credit Lyonnais Securities.
means Credit Lyonnais S.A..

means:
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Company
CUK

CUK Loan Agreement

Debenture

Domain Names

Existing Cash Pooling Guarantees

Event of Default

Facility Agent
Fee Letter

Finance Document

#
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(a)
(b)
(©)
(d)
(e)

(2) for CLSA, £136,000,000 and the amount of any
other Commitment it acquires; and

{b) for any other Lender, the amount of any
Commitment it acquires,

to the extent not cancelled, transferred or reduced under
the Loan Agreement.

means Universal Music Operations Limited.
means the UK Parent (as defined below).

means a loan agreement to be made between the Company
and CUK whereby the Company will make available to
CUK an inter-company loan in an amount equal to £136
million for the purpose of directly financing the Fourth
Acquisition and indirectly financing the Third Acquisition.

means a security agreement to be made between the
General Chargors (1), the Investment Chargors (2), the
Property Chargors (3), the IP Chargor (4) and the Trustee
(5) whereby the Company and the other Chargors will
create a fixed and floating charge in favour of the Trustee
as security for all amounts owing by each Chargor to any

Finance Party under each Finance Document to which a
Chargor is party.

means the domain names specified in the Debenture.
means the joint and several cash pooling guarantee
agreement dated 24th July, 2001 between certain members
of the Material Group and HSBC Bank plc.

means an event specified as such in the Loan Agreement.

means CLSA in its capacity as facility agent under the
Loan Agreement.

means the fee letter from the Facility Agent to the
Company setting out the amount of the up-front fee.

means:
the Loan Agreement; or

the Fee Letter; or

a Security Document; or

the Subordination Agreement; or

an Accession Agreement; or
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Finance Party

Financial Covenants

Financial Indebtedness
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(H
(2)
(h)
(1)

a Transfer Certificate; or;

the VUE Guarantee ; or

the Letter of Intent; or

any other document designated as such by the Facility
Agent and the Company.

means the Facility Agent or a Lender.

means the financial covenants set out in clause 18.1 of the
Loan Agreement and described further in paragraph 1(o)
of Appendix D.

means any indebtedness for or in respect of:

(a)
(b
(c)

(@
(e)
®

(g)
(h)

(i)

)

(k)

moneys borrowed and overdrafis; or
any acceptance credit; or

any bond, note, debenture, loan stock or other
similar instrument; or

any redeemable preference share; or
any finance or capital lease; or

receivables sold or discounted (otherwise than on
a non-recourse basis); or

any debt redeemable in shares; or

the acquisition cost of any asset to the extent
payable after its acquisition or possession by the
party liable where the deferred payment is
arranged primarily as a method of raising finance
or financing the acquisition of that asset but, for
the avoidance of doubt, excluding any amounts
payable to a vendor under an earn-out provision on
account of income generated by that asset; or

any derivative transaction protecting against or
benefiting from fluctuations in any rate or price
(and, except for non-payment of an amount, the
then mark to market value of the derivative
transaction will be used to calculate its amount); or

any other transaction (including any forward sale
or purchase agreement} which has the commercial
effect of a borrowing; or

any counter-indemnity obligation in respect of any
guarantee, indemnity, bond, letter of credit or any
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General Chargors

Group

Guarantor

Holding Company

Increased Cost

Insolvency Event
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other instrument issued by a bank or financial
mstitution; or

{)] any off-balance sheet indebtedness (including
contingent financial liabilities excluding for the
avoidance of doubt contingent liabilities arising as
a result of legal or regulatory proceedings or
royalties payable to artists); or

(m) any guarantee, indemnity or similar assurance
against financial loss of any person in respect of
any item referred to in paragraphs (a) to (1) above.

means the Company, Go! Discs Limited, Go! Holdings
Limited, Polydor Limited, Mercury Records Limited,
Universal Island Records Limited, Universal MCA Music
UK Limited and A&M Music Records Limited.

means at the date of the Loan Agreement the UK Parent
and the companies listed in schedule 15 to the Loan
Agreement and thereafter each other Subsidiary of the UK
Parent which is acquired on or after the date of the Loan
Agreement unless the Company can demonstrate to the
satisfaction of the Facility Agent (acting reasonably in
good faith) that the principal business activity of that
Subsidiary is not primarily that set out in paragraph 2 of
schedule 14 of the Loan Agreement.

means an Original Guarantor or an Additional Guarantor.

means a holding company within the
meaning of section 736 of the Act.

means:
(a) an additional or increased cost; or

b a reduction in the rate of return under a Finance
Document or on its overall capital; or

(c) a reduction of an amount due and payable under
any Finance Document,

which is incurred or suffered by a Finance Party or any of
its Affihiates but only to the extent attributable to that
Finance Party having entered into any Finance Document
or funding or performing its obligations under any Finance
Document,

means, in relation to a person, if that person:
(a) 15, or is deemed for the purposes of any law to be,

unable to pay its debts as they fall due or is
insolvent; or
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Insolvency Proceeding

Intellectual Property Rights
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(b)

(©)

(@

(e)

admits its inability to pay its debts as they fall due;
or

suspends making payments on any of its debts or
announces an intention to do so; or

by reason of actual or anticipated financial
difficulties, begins negotiations with any creditor
for the rescheduling of any of its indebtedness; or

has a moratorium declared in respect of any of its
indebtedness.

means, in relation to a person, if:

@

(b)

(c)

(d)

(e)

®

(2)

any step is taken with a view to a moratorium or a
composition, assignment or similar arrangement
with any of its creditors; or

a meeting of its shareholders, directors or other
officers is convened for the purpose of considering
any resolution for, to petition for or to file
documents with a court for, its winding-up,
administration or dissolution or any such
resolution is passed; or

any person presents a petition, or files documents
with a court, for its winding-up, administration or
dissolution except where such petition or filing is
frivolous or is being contested in good faith and
with due diligence and is struck out within 21
days; or

an order for its winding-up, administration or
dissolution is made; or

any liquidator, trustee in bankruptcy, judicial
custodian, compulsory manager, receiver,
admimstrative receiver, administrator or similar
officer is appointed in respect of it or any of its
assets; or

its directors, sharcholders or other officers request
the appointment of, or give notice of their
intention to appoint, a liquidator, trustee in
bankruptcy, judicial custodian, compulsory
manager, receiver, administrative receiver,
administrator or similar officer; or

any other analogous step or procedure is taken in
any jurisdiction,

means patents, trade marks, trade names, rights in designs
(including registered designs and design rights), copyright
(including withount limitation copyright in literary works,
dramatic works, musical works, artistic works, films,
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Inter-company Creditor

Inter-Company Debt

Inter-Company Debtors

Inter-Company Documents

Inter-Company Loan

Interest Payment Account

Investment Chargors

IP Chargor

Lenders

Letter of Intent

/

DOCSPR1:17196340.4
604816-20088 1SM

sound recordings, broadcasting rights and performance
rights), database rights, rights in know-how and all other
intellectual property rights, in each case whether
registered or unregistered and including applications for
grant of any of the foregoing and all rights or forms of
protection having equivalent or similar effect to any of the
foregoing which may subsist anywhere in the world now
or in the future, in each case, whether registered or not.

means those companies described as such in the
Subordination Agreement in their capacity as creditors in
relation to, or to whom any Obligor may at any time have
any liability or obligations (present or future, actual or
contingent, joint or several) for or in respect of any
Subordinated Intra Group Debt.

means any debt incurred by an Obligor and outstanding to
an Affiliate of the Company.

means each Obligor in its capacity as a debtor in relation
to, or who is at any time liable for or in respect of, any
Subordinated Intra Group Debt.

means each Intra Group Loan Agreement which
documents or otherwise relates fo any Subordinated Intra
Group Loan and any and all agreements and other
instruments under or by which any Subordinated Intra
Group Debt is, or any amount in respect thereof is,
outstanding, evidenced, secured or guaranteed, in each
case as and including any instrument pursuant to which
the same is novated, varied, supplemented or amended
from time to time.

means any loan granted by an Obligor to an Affiliate of
the Company.

means the interest bearing cash reserve blocked account
opened with the Facility Agent by the Company and
secured by the Debenture.

means Universal Music (UK) Holdings Limited, Universal
Music Leisure Limited, Centenary UK Limited and Island
Entertainment Group Limited.

means Deutsche Grammophon GmbH.

means CLSA together with any other person who
becomes, in accordance with the terms of the Loan
Agreement, a Lender under the Loan Agreement.

means the letter from VU to CL in which VU agrees that it
will not, inter aha, carry out a similar or the same

business activity (directly or indirectly) as any of the
Group based in the UK.

19 16620697 v3




LIBOR

Loan

Loan Agreement

Majority Lenders

Mandatory Cost

Margin

Material Adverse Effect
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means for a Term of any Loan or overdue amount:
(a) the applicable Screen Rate; or

(b) if no Screen Rate is available for the relevant
currency or Term of the Loan or overdue amount,
the arithmetic mean (rounded upward to four
decimal places) of the rates, as supplied to the
Facility Agent at its request, quoted by the
Reference Banks to leading banks in the London
mterbank market.

means the principal amount of the borrowing under the
Loan Agreement or the principal amount outstanding of
that borrowing.

means a credit facility agreement initially to be made
between the Company, the Facility Agent and the Lenders
and subsequently, prior to any drawdown of the Loan, to
be made between the UK Parent (1), the Company (2), the
Original Guarantors (3), the Original Chargors (4), the
Lenders (5) and the Facility Agent (6) whereby the
Lenders will make available to the Company a sterling
term loan facility in an aggregate amount equal to £136
million for the purpose of directly financing the Fourth
Acquisition and indirectly financing the Third Acquisition.

means, at any time, Lenders:

(a) whose share in the outstanding Loan and whose
undrawn Commitments then aggregate 66%/3 per
cent. or more of the aggregate of all the
outstanding Loan and the undrawn Commitments
of all the Lenders; or

(b) if the Loan is not then outstanding, whose
undrawn Commitments then aggregate 6673 per
cent. or more of the Total Commitments; or

(c) if the Loan is not then outstanding and the Total
Commitments have been reduced to zero, whose
Commitments aggregated 663 per cent. or more
of the Total Commitments immediately before the
reduction.

means the cost of complying with certain regulatory
requirements, expressed as a percentage rate per annum
and calculated by the Facility Agent under schedule 5 to
the Loan Agreement (calculation of the Mandatory Cost).

means 2.25 per cent. per annum.

means a material adverse effect on:
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(a) the financial condition of the Company or the
Material Group which has or is reasonably likely
to have a material adverse effect on the ability of
any Obligor to perform its obligations under the
Finance Documents; or

(b) the ability of any Obligor to perform any of its
payment or other maierial obligations under any of
the Finance Documents; or

(c) the enforceability or validity of any Finance
Document or the effectiveness of any Security
Interest (which, in the opinion of the Lenders
(acting reasonably) is not immaterial) purported to
be created pursnant to any Security Document or
the rights and remedies of any Finance Party.

means each Obligor and the Subsidiaries of Mercury
Records Limited, Polydor Limited, Island Entertainment
Group Limited and the Company.

means the cash pooling guarantee to be made between
HSBC Bank PLC and, inter alia, each of the Company,
Universal Island Records Limited, Polydor Limited and
Mercury Records Limited.

means the guarantee to be granted by VU in favour of the
Company in connection with the CUK Loan Agreement.

means the recording agreements set out in part 3 of
schedule 2 to the Debenture.

means each member of the Group which is not a member
of the Material Group.

means the Company, a Guarantor, a Chargor or an
Additional Chargor.

means Go! Discs Limited, Go! Holdings Limited, Mercury
Records Limited, Polydor Limited, Universal Island
Records Limited and Universal Music Leisure Limited.

means Island Entertainment Group Limited, Centenary
UK Limited, Universal Music (UK) Holdings Limited and
210 South Street Property Company Limited.

means Credit Lyonnais S.A..

means 210 South Street Property Company Limited.

means CLSA, Royal Bank of Scotland and Société
(Générale and any other bank or financial institution
appointed as such (with the approval of the Company) by
the Facility Agent under the Loan Agreement.
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means the interest bearing cash reserve blocked account
opened with the Facility Agent by the Company and
secured by the Debenture.

means master tapes, “neighbouring rights” to recording
rights, Toyalty entitlements, collecting society receivables.

means the British Bankers Association Interest Settlement
Rate (if any) for the relevant currency and term displayed
on the appropriate page of the Reuters screen selected by
the Facility Agent. If the relevant page is replaced or the
service ceases to be available, the Facility Agent (afier
consultation with the Company and the Lenders) may
specify another page or service displaying the appropriate
rate.

means all present and future obligations and liabilities
{whether actual or contingent and whether owed jointly or
severally or in any other capacity whatsoever) of each
Chargor to any Finance Party under each Finance
Document to which a Chargor is a party, except for any
obligation which, if it were so included, would result in
the Debenture contravening section 151 of the Act.

means all assets (including without lmitation the
Intellectual Property Rights) of each Chargor the subject
of any security created by the Debenture.

means:

(a) the Debenture;

(b) the Charge of Intercompany Loans;
() each Share Pledge; and

(d) any other document evidencing or creating
security over any asset of an Obligor to secure any
obligation of any Obligor to a Finance Party under
the Finance Documents.

means any mortgage, pledge, lien, charge, assignment,
hypothecation or security interest or any other agreement
or arrangement having a similar effect.

means any and all obligations or liabilities (present or
future, actual or contingent, joint or several) payable or
owing by any Obligor to any Senior Finance Party under
the Finance Documents.

means:

(a) a Lender;
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(b) the Facility Agent; and/or

(c) any successor, transferee, replacement or assignee
of any of the above.

means 2,045 fixed rate, non-redeemable preference shares
of £1 each in the capital of the Company.

means each share pledge entered into by each Obligor in
favour of the Finance Parties on or about the date of the
Loan Agreement in the agreed form under the Debenture.

means a subordination agreement to be made between the
Company, the Facility Agent, the Obligors and the
Subordinated Creditors.

means each Affiliate of the Company which is the creditor
of an Intercompany L.oan as notified to the Facility Agent
by the Company in writing in accordance with the Loan
Agreement together with any other Affiliate of the
Company which becomes a creditor in respect of an Inter-
Company Debt from time to time and which accedes to
the Subordination Agreement in accordance with the
Finance Documents.

means any and all obligations or liabilities (present or
future, actual or contingent or joint or several) payable or
owing by any Intercompany Debtor to any Intercompany
Creditor which constitute Inter-Company Debt.

means.

(a) a subsidiary within the meaning of section 736 of
the Act; and

(b) unless the context otherwise requires, a subsidiary
undertaking within the meaning of section 258 of
the Act.

means each period determined under the Loan Agreement
by reference to which interest on the Loan or an overdue
amount is calculated.

means the Commitments of all the Lenders.

means a certificate, substantially in the form of schedule 6
to the Loan Agreement (form of transfer certificate), with
such amendments as the Facility Agent may approve or
reasonably require or any other form agreed between the
Facility Agent and the Company.

means CLSA in its capacity as agent and trustee for the
Finance Parties under the Debenture.

means Universal International Music B.V..
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means the agreement to be made between UIM and the
Company whereby UIM will agree to issue a guarantee in
favour of the Company and an indemmity in favour of the
directors of the Company.

means Centenary UK Limited.
means Untversal Music & Video Distribution Corp.

means the agreement to be made between the Company
and UMVD whereby UMVD will agree to issue a
guarantee to the Company and an indemnity to each of the
directors of the Company in each case in the form attached
to the UMVD Guarantee Agreement.

means the undisclosed agency arrangements as described
in schedule 13 to the Loan Agreement.

means Vivendi Universal S.A..
means VU and each of its Subsidiaries.

means the guarantee in the agreed form in favour of the
Finance Parties and the Company pursuant to which
Vivend: Universal S.A. agrees to pay on demand an
amount equal to 50 % of all Inter-Company Debt owed by
each Obligor to a VUE Entity from time to time to the
extent that Obligor is in default of its payment obligations
towards that VUE Entity and where any subrogation or
similar rights to which VU is or may be entitled are
subordinated pursuant to the Subordination Agreement.
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Ell ERNST & YOUNG

Auditors’ report to the directors of Universal Music Operations Limited
pursuant to section 156(4) of the Companies Act 1985

We have examined the attached statutory declaration of the directors of Universal Music
Operations Limited (“the Company”’) dated 31 December 2002 in connection with the proposal
that the Company should give financial assistance for the purchase of 2,045 of the Company’s
issued share capital.

Basis of opinion

We have enquired into the state of the Company’s affairs in order to review the bases for the
statutory declaration.

Opinion

We are not aware of anything to indicate that the opinion expressed by the directors in their

declaration as to any of the matters mentioned in section 156(2) of the Companies Act 1985 is
unreasonable in all the circumstances.

Z’k \ k’)vv el

Emst & Young LLP
Registered Auditor
London

31 December 2002




COMPANIES FORM No. 155(6)a

Declaration in relation to
assistance for the acquisition

55 (6)a

CHFPO04 of shares.

Please do not  Pursuant to section 155(6) of the Companies Act 1985

write in this

margin

Please complete

o blbe prt)e’?erabg; To the Registrar of Companies Egr_g_ff_g_lgl_y_ﬁg Company number
leégrmg biock {Address overleaf - Note 5) L J ______ o 950138

Note Name of company

Please read the | * JNJVERSAL MUSIC OPERATIONS LIMITED

notes on page 3

before  completing '

this form.
* inlsser(:rgll name of |/Wé8

company LUCIAN CHARLES GRAINGE of THE HALSTEADS, 3 FIFE ROAD, EAST SHEEN, LONDON

@ insert name(s)and
address(es) of all
the directors

T delete as
appropriate

§delete whichever
is inappropriate

Page 1

SW14 7EW, IN MY CAPACITY AS A DIRECTOR OF UNIVERSAL MUSIC OPERATIONS
LIMITED AND AS CHAIRMAN OF UNIVERSAL MUSIC UK LIMITED (BEING AUTHORISED
TO SWEAR THIS STATUTORY DECLARATION OF ITS BEHALF) OF 1 SUSSEX PLACE,
HAMMERSMITH, LONDON W6 9X8S;

being 2 out of a total of 7

Kivex setesxditectork [altthexdirectors}. Tof the above company do solemnly and sincerely declare that:
The business of the company is:

LS S ¥ WRHMEKHMHQEXMWEQMXBRQXKXXXXX
ﬁbaxbmmfmmamﬂm&mnﬁmmmnmﬁkmmmmsﬁmmmmmmmn
EHrEICRITUSIness N e Kinitnd Fingoom XX s

(c) something other than the above 8

The company is proposing te give financial assistance in connection with the acquisition of shares in

the [company] [t EAXS KEKDOBEGDANEENY

XXXXXXXXXXXXXXXXXXXXXXXX XX KX XXX XX XXX XX XX XX XXX XXX XXXX XXX XXX XXX XXX xxxxkioxied] t
AND

The assistance is for the purpose of [that acqwsmon]h[reducmg or discharging a liability incurred for the

purpose of that acqmsmon]

The number and class of the shares acquired or to be acquired is:
2,045 Fixed Rate Non-Redeemable Preference Shares of £1 each

For official Use
General Section

Presentor's name address and
reference (if any):

Watson, Farley & Williams
15 Appold Street

London EC2A 2HB

Reference: HOWC1
Doc No: 16631350 vi

td.




The assistance is to be given fo: (Note 2) SEE APPENDIX A. Please do not

write in this
margin
Please complefe
legibly, preferably
in black type, or
bold block
lettering
The assistance will take the form of:
See Appendix B.
The person who [has acquired] [will acquire] | the shares is: r :S;tgp?izte
SEE APPENDIX C.
The principal terms on which the assistance will be given are:
See Appendix D,
The amount of cash to be transferred to the person assisted s £ |3 wui L ane
The value of any asset to be transferred to the person assisted is £ 0.00
The date on which the assistance is to be givenis ~ WITHIN 8 WEEKS OF THE DATE HEREOF Page 2




Please do not
write. in  this
margin

Please complete
fegibly, preferably
in black type, or
bold block
fettering

* delete sither (a)
or as

appropriate

Page 3

I'e have formed the opinion, as regards the company's initial situation immediately following the
date on which the assistance is proposed to be given, that there will be no ground on which it could
then be found to be unable to pay its debts. (note 3)

(a) [IA¥e have formed the opinion that the company will be able to pay its debts as they fall due
during the year immediately following that date] * (note 3)

(b) Hxisxiniendedtoxsommencs thewirdingxux ok thex gampari withix d2xmeribsxafdoet doiecandox
basnbavexdiormmerbdimexapinion ihat disoaupanyx itk RrxabigRxpaw K odettson ik witkdn 4 2x X
morkhaaidarcorygagameniafidhe ROl oot R X xxx

And I/we make this solemn declaration conscientiously believing the same to be true and by virtue of
the provisions of the Statutory Declarations Act 1835.

Declared at HP 3 Ca_.—Lg ka ?\' A P Aot Declarants to sign below
Mﬁ-\ l"\C— (‘\ﬁo;, Mo T (-/g/\ﬂ —
/\.,l\(g/f e
Day Month Year

on jll V2120200 o EVERSHE

/ / E ((}F;)rmerly Frere Cholmetey Bischet™
st-Ouest, 24, Bd Princesse Uiclon:
c e ] Arnsial INALLYL
\d jovtdrt EA3 ) MC 98000 Monaco

before me

SOI.ICITOR/COMMISSIONER FOR O ﬁgﬂé £
u e 0

A Commissioner for Oaths or Notary Public or
the Peace or a Solicitor having the powers conferred on
a Commissioner for Qaths,

NOTES

1 For the meaning of "a person incurring a
liability" and “reducing or discharging a liability"
see section 152(3) of the Companies Act 1985.

2 Insert full name(s) and address(es) of the
person(s} to whom assistance is to be given; if
a recipient is a company the registered office
address should be shown,

3 Contingent and prospective liabilites of the
company are to be taken into account - see
section 156(3) of the Companies Act 1985.

4 The auditors report required by section 156(4)
of the Companies Act 1985 must be annexed to
this form.

5 The address for companies registered in
England and Wales or Wales is:-

The Registrar of Companies
Companies House

Crown Way

Cardiff

CF14 3UZ

DX: 33050

Cardiff

or, for companies registered in Scotland:-

The Registrar of Companies
Companies House

37 Castle Terrace
Edinburgh

EH1 2EB

DX: 235

Edinburgh
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APPENDIX A
UNIVERSAL MUSIC OPERATIONS LIMITED
STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

Persons to whom financial assistance is to be given

(1)  Centenaty UK Limited of 1 Sussex Place, Hammersmith, London W6 9X8S.,
(2)  Credit Lyonnais Securities of 5 Appold Street, London EC2A 2ZDA.

(3) Credijt Lyonnais S.A. of 18 Rue de la Republique, 69000 Lyon, France.
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APPENDIX B
UNIVERSAL MUSIC OPERATIONS LIMITED
STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix B, the definitions contained in Appendix E shall apply.

Background

In February 2002, the Company entered into a repurchase transaction (the “Repo Transaction™)
with, inter alia, CLSA. The Repo Transaction mcluded the following arrangements:

@

(b)

(c)

(d)

CUK subscribed for the Shares at an aggregate subscription price of £136 million (the
“Subseription™);

the Shares were sold by CUK to CLS for a total purchase price of £134,640,000 (the
“First Acquisition”) and CUK and CLS entered into an associated put and call option
agreement (the “First Option Agreement”) in relation to the repurchase of the Shares by
CUK from CLS;

the Shares were subsequently sold by CLS to CLSA (the “Second Acquisition™) and
CLS and CLSA entered into an associated put option agreement (the “Second Option
Agreement”) in relation to the repurchase of the Shares by CLS from CLSA; and

VU issued a guarantee in favour of CLSA in respect of the obligations of CUK under
certain agreements relating to the above,

It is now proposed that the Company enter into a new direct term loan arrangement with CLSA so
as to enable the Repo Transaction to be unwound. As part of the unwind process, the First
Option Agreement will be amended, CLSA will require CLS to purchase the Shares in
accordance with the terms of the Second Option Agreement (the “Third Acquisition™) and CLS
will then require CUK to purchase the Shares in accordance with the terms of the First Option
Agreement (the “Fourth Acquisition”).

The assistance will take the form of:

The Company entering into the following documents and performing the transactions
contemplated by such documents:

(a)
(b)
©
(d)
(©
O
(®

the Loan Agreement;

the Debenture,

the CUK. Loan Agreement;

the Subordination Agreement;

the Fee Letter;

the New Cash Pooling Agreement; and

any other documents necessary or desirable in connection with any of the above,

(together, the “Transaction Documents™).
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The Transaction Documents are all on terms and subject to the conditions more particularly
described therein (a summary of the material terms of the Transaction Documents is set out in
Appendix D) and we declare that we have read and are fully familiar with such terms and
conditions. It is acknowledged and declared that the Company will execute the Loan Agreement
in the first instance and may then sign an amendment and restatermnent agreement in relation to the
Loan Agreement pursuant to which the other Obligors will accede to the Loan Agreement as
parties prior to the first drawdown thereunder.

Financial Assistance
The financial assistance will consist of the following:
(@)  The Subscription

CUK incurred a liability for the purpose of the Subscription by incurring an obligation to pay the
subscription price for the Shares. By entering into and performing the CUK Loan Agreement, the
Loan Agreement, the Debenture and the other Transaction Documents, the Company will or may
financially assist CUK, within the meaning of section 151(2) of the Act, to the extent that the
liability incurred by CUK for the purpose of the Subscription is reduced or discharged, within the
meaning of section 152(3)(b) of the Act, by restoring the financial position of CUK to what it was
before the Subscription took place.

(b}  The First Acquisition

CUK incurred a lability to CLS for the purpose of the First Acquisition by changing its financial
position, within the meaning of section 152(3)(a) of the Act, by entering into the First Option
Agreement, The First Opfion Agreement contains an obligation on CUK, in certain
circumstances, to make the Fourth Acquisition. By entering into and performing the CUK Loan
Agreement, the Loan Agreement, the Debenture and the other Trapsaction Documents, the
Company will financially assist CUK, within the meaning of section 151(2) of the Act, to
discharge its liability under the First Option Agreement to make the Fourth Acquisition.

CLS incurred a liability for the purpose of the First Acquisition by incurring an obligation to pay
the consideration for the Shares. By entering into and performing the CUK Loan Agreement, the
Loan Agreement, the Debenture and the other Transaction Documents, the Company will or may
financially assist CLS, within the meaning of section 151(2) of the Act, to the extent that the
liability incurred by CLS for the purpose of the First Acquisition is reduced or discharged, within
the meaning of section 152(3)(b) of the Act, by restoring the financial position of CLS to what it
was before the First Acquisition took place.

© The Second Acquisition

CLS incurred a liability to CLSA. for the purpose of the Second Acquisition by changing its
financial position, within the meaning of section 152(3)(a) of the Act, by entering into the Second
Option Agreement. The Second Option Agreement contains an obligation on CLS, in certain
circumstances, to make the Third Acquisition. By entering into and performing the CUK. Loan
Agreement, the Loan Agreement, the Debenture and the other Transaction Documents, the
Company will financially assist CLS, within the meaning of section 151(2) of the Act, to
discharge its liability under the Second Option Agreement to make the Third Acquisition,

CLSA. incurred a liability for the purpose of the Second Acquisition by incurring an obligation to
pay the consideration for the Shares. By entering into and performing the CUK Loan Agreement,
the Loan Agreement, the Debenture and the other Transaction Documents, the Company will or
may financially assist CLSA, within the meaning of section 151(2) of the Act, to the extent that
the liability incurred by CLSA for the purposes of the Second Acquisition is reduced or
discharged, within the meaning of section 152(3)(b) of the Act, by restoring the financial position
of CLSA to what it was before the Second Acquisition took place.
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(d) The Third Acquisition

By entering into and performing the CUK Loan Agreement, the Loan Agreement, the Debenture
and the other Transaction Documents, the Company will give financial assistance indirectly for
the purposes of the Third Acquisition by providing CUK. with the finance required by CUK to
make the Fourth Acquisition and therefore indirectly providing CLS with the finance required by
CLS to make the Third Acquisition.

{(e) The Fourth Acquisition

By entering into and performing the CUK Loan Agreement, the Loan Agreement, the Debenture
and the other Transaction Documents, the Company will give financial assistance directly for the
purposes of the Fourth Acquisition by providing CUK. with the finance required by CUK to make
the Fourth Acquisition,
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APPENDIX C
UNIVERSAL MUSIC OPERATIONS LIMITED
STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix C, the definitions contained in Appendix B and Appendix E shall apply.

Persons who have acquired or will acquire shares

(1
@

)

4)

(5)

The person who has acquired the Shares under the Subscription is Centenary UK Limited.

The person who has acquired the Shares under the First Acquisition is Credit Lyonnais
Securities.

The person who has acquired the Shares under the Second Acquisition is Credit Lyonnais
S.A..

The person who will acquire the Shares under the Third Acquisition is Credit Lyonnais
Securities.

The person who will acquire the Shares under the Fourtti Acquisition is Centenary UK
Limited.
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APPENDIX D
UNIVERSAL MUSIC OPERATIONS LIMITED
STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix D, the definitions contained in Appendix B and Appendix E shall apply.
The principal terms on which the assistance will be given are the following:
1 Loan Agreement

The principal terms on which the assistance will be given under the terms of the Loan Agreement
are:

{a)  the Lenders wiil make available to the Company a sterling term loan facility in an
aggregate amount equal to £136 million bearing interest at the percentage rate per annum
equal to the aggregate of the applicable (1) LIBOR, (ii) Margin and (iii) Mandatory Cost,
with such interest being payable on the last day of each Term;

(b) the Company will be able to borrow the loan by making a request to the Facility Agent on
or before 31 January 2003;

(c) the loan can only be used by the Company to advance funds to CUK under the CUK Loan
Agreement which in turn will enable CUK and CLS respectively to finance the Fourth
Acqusition and the Third Acquisition respectively;

(d) the loan will be repayable in 36 approximately equal monthly instalments commencing on
1st January 2005;

{e) an up-front fee will be payable by the Company to the Facility Agent on signing of the
Loan Agreement pursuant to the Fee Letter;

(f mandatory prepayment of the loan and payment of Break Costs will be required in certain
circumstances including, inter alia, if it becomes unlawful in any jurisdiction for the
Lenders to perform their obligations or to mamizin the loan, if the Company is in breach
of any Financial Covenant (which is not cured within 15 Business Day of notice of the
breach) or on a change of control of the UK Parent or VU (except whete control of VU is
acquired by a company or other organisation with a Standard and Poor and Moody’s long
term credit rating of BBB- and Baa3 respectively or higher and which is acceptable to the
Lenders in their sole discretion);

(®) the Loan Agreement will contain representations and warranties given by the Company
and each Obligor to each Finance Party in respect of itself and in respect of each member
of the Material Group which is its Subsidiary (namely, in the case of the Company,
Attitude Records Limited, Fiction Records Limited and Serious Records Limited);

(h the Loan Agreement will contain information covenants and other covenants given by the
Company, the UK. Parent and each Obligor to the Finance Parties and the Company will
have to procure that, where a covenant is expressed to apply to each member of the
Material Group, each of its Subsidiaries complies with those covenants;

i) the following events, amongst other things, will constitute an Event of Default under the
Loan Agreement:

(A) non-payment by the Company or an Obligor of any amount
payable by it under the Finance Documents; or
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(B)

©€)

D)

(E)

(Fy

(&)

non-compliance by the Company or an Obligor with any term of
certain of the general covenants set out in ¢lause 19 of the Loan
Agreement; or

non-compliance by the Company or an Obligor with any other
term of the Finance Documents other than clause 18 (Financial
Covenants) (unless remedied within 21 days); or

a representation made or repeated by the Company or an Obligor
in any Finance Document or in any document delivered by or on
bebalf of amy Obligor under any Finance Document being
incotrect n any material respect when made or deemed to be
repeated (unless remedied within 21 days); or

any of the following oceurring in respect of any member of the
Group:

(1)  any of its Financial Indebtedness is not paid when due
(after the expiry of any originally applicable grace period),
or

(2)  any of its Financial Indebtedness becomes prematurely
due and payable, is placed on demand or is capable of
being declared by a creditor to be prematurely due and
payable or being placed on demand, in each case as a
result of an event of default (howsoever described); or

(3) any commitment for its Financial Indebtedness is
cancelled or suspended as a result of an event of default
(howsoever described),

unless, the agpregate amount of Financial Indebtedness of (i) the
Group and (ii) the Material Group falling within paragraphs (1)-
(3) above is less than £ 1,000,000 and £ 500,000 respectively or
its equivalent or unless such event relates to a member of the Non-
Matertal Group and, in the opimion of the Majority Lenders, it
does not or could not reasonably be expected to give rise to a
Material Adverse Effect; or

(i) any of the New Cash Pooling Agreement or the Existing Cash
Pooling Guarantees being called or being capable of being called
m whole or in part or (ii) any sum being due and payable and not
being paid under any agreement to which a member of the
Material Group is party (unless such non payment does not or
could not reasonably be expected to give nse to a Material
Adverse Effect); or

the Company or any member of the Group being subject to any
Insolvency Event or Insolvency Proceeding or any attachment,
sequestration, distress, execution or analogous event affecting any
asset of a member of the Group, having an aggregate value of
£ 50,000 and not being discharged within 21 days, in all cases
nnless the event relates to a member of the Non-Material Group
and, in the opinion of the Majority Lenders, it does not or could
not reasonably be expecied to give rise to a Material Adverse
Effect; or
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(H)

)

(X)

@)

(M)

the Company or any member of the Material Group ceasing, or
threatening to cease, to carry on all or a substantial part of its
business in amy material respect unless such event relates to a
member of the Non-Material Group and, in the opinion of the
majority Lenders, it does not or could not reasonably be expected
to give rise to a Material Adverse Effect or otherwise with the
prior written approval of the Majority Lenders (such approval not
to be unreasonably withold or delayed); or

any event occwrting which is reasonably likely to have a Material
Adverse Effect; or

1) any party to the Subordination Agreement (other than a
Finance Party) not performing its obligations under the
Subordination Agreement for a period of 21 days without
remedy; or

(2) any representation or warmanty given by amy party in the
Subordination Agreement (other than a Finance Party)
being incorrect in any material respect for a period of 21
days without remedy; or

(3)  any other event occurring which has or could reasonably
be expected to have a Material Adverse Effect; or

Gy the subordination created or purported to be created by the
Subordination Agreement (other than a Finance Party) not
being effective for a period of 21 days without remedy or
being alleged by a party to it (other than a Finance Party)
to be ineffective; or

(5)  any party to the Subordination Agreement (other than a
Finance Party or Obligor) repudiating the Subordination
Agreement or evidencing an intention to repudiate it; or

the Company or an Obligor ceasing to be a subsidiary of the UK
Parent other than either as a result of the merger of the UK Parent
into Universal Music (UK) Holdings Limited as expressly
permitted under the Loan Agreement or as part of a bona fide
restructuring or reorganisation as expressly permitted under the
Loan Agreement or otherwise with the prior written consent of the
Majonty Lenders; or

any of the Undisclosed Agency Arrangements, the All-in Fee
Agreement or any of the New Cash Pooling Agreement or
Existing Cash Poolinng Guarantees or any Relevant Contract (as
referred to in the Debenture) being terminated, amended or
breached in a manner which is prejudicial in any material respect
to the rights and interests of the Lenders or terminated except with
the prior written approval of the Lenders (such approval not to be
unreasonably withheld or delayed);

it being or becoming unlawful for the Company or an Obligor to
perform any of its obligations under the Finance Documents or
any Finance Document being meffective (with such circumstances
continuing for a period of 21 days without remedy) or being

8 16620697 v§
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®

(k)

0

(1)

(n)

(0}

®)

(@

®

alleged by the Company or an Obligor to be ineffective for any
reason or the Company or an Obligor repudiating a Finance
Document or evidencing an intention to repudiate a Finance
Document or any Security Document not creating the secumty it
purports to oreate (with such circumstances continuing for a
period of 21 days without remedy); or

(N) the auditors of the Company or any Obligor qualifying their report
on any audited accounts of the Company;

on the occurrence of an Event of Default the Facility Agent will be entitled to, and will be
required to if so instructed by the Majority Lenders, by notice to the Company:

(A)  cancel the Total Commitments; and/or

(B)  declare that all or part of any amount outstanding under the
Finance Documents be imomediately due and payable and/or
payable on demand by the Facility Agent acting om the
instructions of the Majority Lenders;

the Company will have fo supply to the Facility Agent certain documents and other
evidence as a condition precedent to signature of the Loan Agreement and will have to
supply additional documents and other evidence as a condition precedent to making a
request for the draw~-down of the loan;

the Company will be entitled to voluntarily prepay all or part of the loan on 10 Business
Days’ notice, subject to the payment of Break Costs and provided that the prepayment is a
multiple of £10,000,000;

default interest will be payable on any sums not paid on the due date at a rate of 2% per
annum above the interest rate applicable under the Loan Agreement at the time when the
sums remain unpaid;

the Company will have to pay to the Lenders any Increased Costs suffered by the
Lenders;

the Company will give financial covenants in respect of interest cover and debt payment
ratios with each covenant being tested in respect of a 12 month period ended on 31st
March, 30th Tune, 30th September and 31st December in each year;

the Company will have to indemmify each Finance Party against any loss or liability
suffered by 1t as a result of it receiving any amount in respect of an Qbligor’s liability
under the Finance Documents in a cutrency other than the currency prescribed by the
relevant Finance Document;

the Company will have to indemmify each Finance Party against any loss or hability
which that Finance Party (in its absolute discretion action in good faith) determines will
be or has been suffered on account of tax in relation to a paymenf received or receivable
under a Finance Docurpent, unless the tax is imposed on or calculated in the jurisdiction
of incorporation of that Finance Party by reference to the net income received or
receivable by that Finance Party;

the Company will have to indemnify each Finance Party against any loss or liability
suffered by it as a result of any Event of Default, any failure by an Obligor to pay any
sum on the due date, the loan not being drawn-.down once requested (other than due to the
negligence of that Finance Party) or the loan being prepaid in any manner not permitted
by the Loan Agreement;
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(t)

(w)

V)

(w)

2

the Company will have to pay all costs and expenses (including costs in relation to the
financial assistance issue) incurred by the Facility Agent in connection with the
negotiation and preparation of the Finance Documents and any duly docnmented costs
and expenses incwrred by any Finance Party in respect of enforcing the provisions of any
of the Finance Documents;

the Company will have to procure that each person becoming part of the Material Group
will become an Additional Guarantor and Chargor under the Loan Agreement and
Debenture;

the Company will have to procure that Deutsche Grammophon GmbH, Universal MCA
Music UK Limited and A&M Music Records Limited will each become an Additional
Guarantor and Chargor under the Loan Agreement and Debenture prior to any request for
drawdown of the loan;

the Company will have to ensure that no later than the second anniversary of the date of
the Loan Agreement an amount equal to the sum of £3,800,000 is deposited and
maintained in the Repayment Account and will have to ensute that the sum of £4,800,000
is deposited and maintained in the Interest Payment Account; and

the Company may enier into hedging arrangements with CLSA (or another bank or
financial institution) in respect of interest rate fluctmations in a principal or nominal
amount no greater than between 50 per cent. and 75 per cent. of the Total Commitments,

The Debenture

The principal terms on which the assistance will be given under the terms of the Debenture are;

(@)

(b)

(c)

@

(©

()

(&)

the Company and each other Chargor will, as primary obligor, covenant with the Trustee
to pay or discharge the Secured Liabilities as they become due and payable in accordance
with the relevant Finance Docurnents;

any amount not paid under the Debenture when due will bear interest (as well after as
before judgement and payable on demand) in the manner provided in the relevant Finance
Document from the due date until the date such amount is unconditionally and
irrevocably paid and discharged in full, save to the extent that interest at such rate on such
amount for such period is charged pursuant to a relevant Finance Document and itself
constitutes a Secured Liability;

all security created under the Debenture will be in favour of the Trustee, will be security
over all present and future assets of the Company and each other Chargor and will be
security for payment of the Secured Liabilities;

the Company and each other Charger, other than the Investment Chargors and the IP
Chargor, will create a first legal mortgage and a first fixed charge over all freehold or
leaschold properties owned by it;

the Company and each other Chargor, other tham the Property Chargor apd the IP
Chargor, will create a first legal mortgage and first fixed charge over any shares, bonds or
securities owned by it, which in the case of the Company will include its shares in Fiction
Records Limited, The Wild Card Label Limited, Attitude Records Limited and Serious
Records Limited;

the Company and each other General Chargor will create a first fixed charge on all plant
and machinery owned by it;

the Company and each other Chargor, other than the Property Chargors, Island
Entertainment Group Limited and the IP Chargor, will create a first fixed charge on all of
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its rights in respect of any amount standing to the credit of any account it has with any
person and the debt represented by it, which in the case of the Company will include its
interest bearing accounts nos. 8883033 with Citibank, Strand, London, 57167275,
70952362 and 30953237 with HSBC, Poultry, London and the accounts requixed to be
opened with CLSA pursuant to the Loan Agreement;

the Company and each other Chargor, other than the Property Chargors and the IP
Chargor, will create a first fixed charge over all of its book debts other than any which
arise in relation to certain accounts specified in the Debenture;

the Company and each other General Chargor will assign absolutely, subject to a proviso
for re-assignment on redemption, all of its rights in respect of any contract or policy of
Insurance taken out by it or in which it has an interest;

the Company and each other General Chargor will assign absolutely, subject to a proviso
for re-assignment on redemption, all of its rights in respect of any agreement to which it
is a party (including those set out in schedule 2 to the Debenture) but other than any
agreement which is not assignable or capable of assignment;

the Company and each other General Chargor would assign absolutely, subject to a
proviso for re-assignment or redemption, any and all damages, compensation,
remuneration, profit or other income which it may derive from any agreement which is
not assignable or capable of assignment;

the Company, each other General Chargor and the IP Chargor will create a first fixed
charge over all of its rights in respect of its Intellectual Property Rights and Domain
Names;

the Company and each other General Chargor will create a first fixed charge over its
goodwill, the benefit of any authorisation held in connection with any Security Asset, the
right to recover compensation in respect of such authorisation, its uncalled capital, its
Repertoire and all rights and benefits under any agreement to which it is a party;

the Company and each other Chargor will have to pay on demand all duly documented
costs and expenses (including legal fees) incurred by any Finance Party, receiver,
attorney, manager, agent or other person appointed by the Trustee in connection with the
Debenture and will have to indemnify those persons aganst those costs and expenses,
including any costs arising from any breach of any law and regulation (including
environmental laws and regulations);

the Company and each other General Chargor will create a first floating charge over all of
its assets not otherwise charged under the Debenture;

the Debenture will contain representations and undertakings given by the Company and
the other Chargors to each Finance Party;

the security created by the Debenture will become immediately enforceable if an Event of
Default under the Loan Agreement occurs; and

the Company’s rights under the CUK Loan Agreement, the New VU Guarantee, the
UMVD Guarantee, the UIM Guarantee and the VUE Guarantee will be secured in favour
of CLSA and any subrogation or similar rights will be subordinated.

The entry into of the Debenture by the Company is a condition precedent under the Loan
Agreement and by such entry the Company will, among other things, secure and be
responsible for the payment and discharge of its and each Chargor’s liabilities o any
Finance Party under each Finance Document to which it is a party (other than any
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obligation which would result in the Debenture contravening section 151 of the
Companies Act 1985).

3 The CUK Loan Agreement

The principal terms on which the assistance will be given under the terms of the CUK Loan
Apreement are that:

(a)  the Contpany will make available to CUK an inter-company loan in an amount equal to
£136 million for the purpose of financing the Fourth Acquisition and indirectly financing
the Third Acquisition,;

(b)  the loan will be repayable in full on 31 December 2007 and otherwise on demand in
whole or in part by the Company if the Company is required to make a payment of any
kind or amount under or pursuant to the terms of the Finance Documents;

(c) interest will accrue on the loan at the rate of interest applicable to the Loan as noted at
paragraph 1(a) above plus 100 basis points per annum aid be payable quarterly in arrears;
and

(d) CUK will agree to pay or reimburse to the Company all costs, fees or expenses related to
the Company entering into the Loan Agreement or the related Finance Documents
including, but not Limited to, any amounts payable under the Fee Letter and any legal,
accounting, compliance or other administrative costs incurred by the Company in
connection with the Finance Documents.

4 The Subordination Agreement

The principal terms on which the assistance will be given under the terms of the Subordination
Agreement are:

(@)  the Company will agree that from the date of the Subordination Agreement, all
Subordinated Intra Group Debt owed to it by an Intercompany Debtor (and related
claims) will be subordinated in rank, right of time and priority of payment, at all times
and in all circumstances to the Senior Facility Debt,

(b) each Intercompany Debtor will undertake that it will not pay, prepay or repay any amount
of any Subordinated Intra Group Debt to any Intercompany Creditor without the written
consent of the Facility Agent and each Intercompany Creditor will undertake that it will
not demand or receive any payiment, prepayment or repayment of any Subordinated Intra
Group Debt without the prior written consent of the Facility Agent;

(c)  if any Intercompany Creditor receives any payment in respect of any Subordinated Intra
Group Debt it will be obliged to transfer the amount of that payment to the Facility
Agent, provided that an Intercompany Creditor will be entitled to receive payment of a
Subordinated Inira Group Debt from an Intercompany Debtor if there has been no Event
of Default and the payment is made in the normal course of cash management operations;

(d) if any Intercompany Debtor suffers certain insolvency events, the Facility Agent will be
entitled to prove for all of the Subordinated Intra Group Debt owed by that Intercompany
Debtor and each Intercompany Creditor will frrevocably authorise the Facility Agent to
prove for those debts on its behalf and will pay any distributions it actually receives to the
Facility Agent;

(e) each Intercompany Creditor will irrevocably appoint the Facility Agent as its attorney in
respect of anything that it has authorised the Security Agent to do under the
Subordination Agreement or anything that it is obliged to do under the Subordination
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Agreement but has failed to do so within 5 Business Days of notice requiring it to do so;
and

§3) the Subordination Agreement will contain certain undetakings and representations and
warranties to be given by the Company and each other Intercompany Debtor to the Sertior
Finance Parties;the Company will agree that from the date of the Subordination
Agreement, all Subordinated Intra Group Debt owed to it by an Intercompany Debtor
(and related claims) will be subordinated in rank, right of time and prionity of payment, at
all times and in all circumstances to the Senior Facility Debt.

5 The Fee Letter
The principal terms on which the assistance will be given under the terms of the Fee Letter are:

(a)  payment by the Company of certain fees and costs to the Facility Agent in connection
with the Loan Agreement and the Debenture will be a condition precedent under the Loan
Agreement; and

(b)  the Company will pay an up-front fee to the Facility Agent of £ 1,904,000.

The payment of these fees by the Company will be reimbursed to the Company under the terms
of the CUK Loan Agreement by CUK.

6 The New Cash Pooling Agreement

The principal terms on which the assistance will be given under the terms of the New Cash
Pooling Agreement are:

(@)  the Company will guarantee, as a continuing guarantee and regardless of any intermediate
payment, the liabilities to HSBC Bank PLC of each other party to the New Cash Pooling
Agreement and will undertake to pay to HSBC Bank PLC any sums owing to HSBC Bank
PLC on any account whatsoever from any other party to the New Cash Pooling
Agreement (including any sum for which fhose parties may be liable as surety); and

(b)  the Company will irtevocably appoint the UK Parent as its agent in respect of any action
to be taken in connection with the New Cash Pooling Agreement.
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APPENDIX E

UNIVERSAL MUSIC OPERATIONS LIMITED

STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix E, the definitions contained m Appendix B shall apply.

Accession Agreement

Act
Additienal Chargor

Additional Guarantor

Affiliate

All-in-Fee Agreement

Break Costs

Business Day

Charge of Intercompany Loans

Chargor

CLS
CLSA

Commitment

DOCSPRI:17196340.4
604816-20088 ISM

means a letter, substantially in the form of schedule 9 to
the Loan Agreement (form of accession agreement), with
such amendments as the Facility Agent may approve or
reasonably tequire.

means the Companies Act 1985 (as amended).

means a8 member of the Group who becomes a Chargor
under the Debenture.

means a member of the Group which becomes a Guarantor
after the date of the Loan Agreement.

means a Subsidiary or 2 Holding Company of a person or
any other Subsidiary of that Holding Company.

means the agreement in respect of the all in fee
arrangements between inter alia each General Chargor, IP
Chargor and Universal International Music B.V. in the
form stated on its face to take effect on 1st July 2001 and
dated 31st July 2001.

means the amount (if any) which a Lender is entitled to
receive subject to and in accordance with the Loan
Agreement as compensation if any part of the loan or
overdue amount is prepaid.

means a day (other than a Saturday or a Sunday) on which
banks are open for general business in London and Paris
and in respect of a rate fixing or a payment date in respect
of Sterling, London.

means the charge granted in favour of the Lenders by the
Subordinated Creditors over various Inter-Company Loans
in the agreed form under a Security Document.

means a General Chargor, an Investment Chargor, an IP
Chargor or a Property Chargor.

means Credit Lyonnais Securities.
means Credit Lyonnais S.A..

means:

14 16620697 v5
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Company
CUK

CUK Loan Agreement

Debenture

Domain Names

Existing Cash Pooling Guarantees

Event of Default

Facility Agent

Fee Letter

Finance Document
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@)
(®)

Gy
()

(a) for CLSA, £136,000,000 and the amount of any
other Commitment it acquires; and

)] for any other Lender, the amount of any
Commitment it acquires,

to the extent not cancelled, transferred or reduced under
the Loan Agreement.

means Universal Music Operations Limited.
means the UK Parent (as defined below).

means a loan agreement to be made between the Company
and CUK. whereby the Company will make available to
CUK. an inter-company loan in an amount equal to £136
million for the purpose of directly financing the Fourth
Acquisition and indirectly financing the Third Acquisition.

means & gecurity agreement to be moade between the
General Chargors (1), the Investment Chargors (2), the
Property Chargors (3), the IP Chargor (4) and the Trustee
(5) whereby the Company and the other Chargors will
create a fixed and floating charge in favour of the Trustee
as security for all amounts owing by each Chargor to any
Finance Party under each Finance Document to which a

Chargor is party.
means the domain names specified in the Debenture.

means the joint and several cash pooling guarantee
agreement dated 24th July, 2001 between certain members
of the Material Group and HSBC Bank plc.

means an event specified as such in the Loan Agreement.

means CLSA in its capacity as facility agent under the
Loan Agreement.

means the fee letter from the Facility Agent to the
Company setting out the amount of the up-front fee.

means:
the Loan Agreement; or

the Fee Letter; or

a Security Document; or

the Subordination Agreement; or

an Accession Agreement; or
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a Transfer Certificate; or;

the VUE Guarantee ; or

the Letter of Intent; or

) any other document designated as such by the Facility

Agent and the Company.

Finance Party means the Facility Agent or a Lender.

Financial Covenants means the financial covenants set out in clause 18.1 of the
Loan Agreement and desctibed further in paragraph 1(o)
of Appendix D.

Financial Indebtedness means any indebtedness for or in respect of:

(a) moneys borrowed and overdrafts; or
(b any acceptance credit; or

(©) any bond, note, debenture, loan stock or other
similar instrument; or

(d) any redeemable preference share; or

(e) any finance or capital lease; or

) receivables sold or discounted (otherwise than on
a non-recourse basis); or

(2 any debt redeemable in shares; or

(h) the acquisition cost of any asset to the extent
payable after its acquisition or possession by the
party liable where the deferred payment is
arranged primarily as a method of raising finance
or financing the acquisition of that asset but, for
the avoidance of doubt, excluding any amounts
payable to a vendor under an earn-out provision on
account of income generated by that asset; or

) any derivative transaction protecting against or
benefiting from fluctuations in any rate or price
(and, except for non-payment of an amount, the
then mark to market value of the derivative
transaction will be used to calculate its amount); or

€)) any other transaction (including any forward sale
or purchase agreement} which has the commercial
effect of a borrowing; or

(k) any counter-indemnity obligation in respect of any
guarantee, indemnity, bond, letter of credit or any

16 16620697 v5
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General Chargors

Group

GGuarantor

Holding Company

Increased Cost

Insolvency Event
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other instrument issued by a bank or financial
mstitution; or

M any off-balance sheet indebtedness (including
contingent financial liabilities excluding for the
avoidance of doubt contingent liabilitics arising as
a result of legal or repulatory proceedings or
royalties payable to artists); or

(m) any guarantee, indemnity or similar assurance
against financial loss of any person in respect of
any item referred to in paragraphs () to (1) above.

means the Company, Go! Discs Limited, Go! Holdings
Limited, Polydor Limited, Mercury Records Limited,
Universal Island Records Limited, Universal MCA Music
UK Limited and A&M Music Records Limited.

means at the date of the Loan Agreement the UK Parent
and the companies listed in schedule 15 to the Loan
Agreement and thereafier each other Subsidiary of the UK
Parent which is acquired on or after the date of the Loan
Agreement unless the Company can demonstrate to the
satisfaction of the Facility Agent (acting reasonably in
good faith) that the principal business activity of that
Subsidiary is not primarily that set out in paragraph 2 of
schedule 14 of the Loan Agreement.

means an Orniginal Guarantor or an Additional Guarantor.

means a holding company within the
meaning of section 736 of the Act.

means;
(a) an additional or increased cost; or

(b) a reduction in the rate of return under a Finance
Document or on its overall capital; or

(c) a reduction of an amount due and payable under
any Finance Document,

which is incurred or suffered by a Finance Party or any of
its Affiliates but only to the extent attributable to that
Finance Party having entered into any Finance Document
or funding or performing its obligations under any Finance
Document.

means, in relation to a person, 1f that person:

(a) 18, or 18 deemed for the purposes of any law to be,
unable to pay its debts as they fall due or is
insolvent; or
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(b)

(c)

@)

()

admits its inability to pay its debts as they fall due;
or

suspends making payments on any of its debts or
announces an intention to do so; or

by reasom of actual or anticipated financial
difficulties, begins negotiations with any creditor
for the rescheduling of any of its indebtedness; or

has a moratorium declared in respect of any of its
indebtedness.

means, in relation to a person, if:

(2)

(b)

©

(d)

©

®

(2)

any step is taken with a view to a moratorium or a
composition, assignment or similar arrangement
with any of its creditors; or

a meeting of its shareholders, directors or other
officers is convened for the purpose of considering
any resolution for, to petition for or to file
documents with a court for, its winding-up,
administration or dissolution or any such
resolution is passed; or

any person presents a petition, or files documents
with a court, for its winding-up, administration or
dissolution except where such petition or filing is
frivolous or is being contested in good faith and
with due diligence and is struck out within 21
days; or

an order for its winding-up, administration or
dissclution is made; or

any liquidator, trustee in bankruptcy, judicial
custodian, compulgory manager, receiver,
administrative receiver, administtator or sirnilar
officer is appointed in respect of it or any of its
assets; or

1ts directors, sharcholders or other officers request
the appointment of, or give notice of their
intention to appoint, a liquidator, trustee in
bankruptcy, judicial custodian, compulsory
manager, receiver, administrative receiver,
administrator or similar officer; ot

any other analogous step or procedure is taken in
any jurisdiction.

means patents, trade marks, trade names, rights in designs
(including registered designs and design rights), copyright
(including without limitation copyright in Iiterary works,
dramatic works, musical works, artistic works, films,
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Inter-company Creditor

Inter-Company Debt

Inter-Company Debtors

Inter-Company Documents

Inter-Company Loan

Interest Payment Account

Investment Chargors

IP Chargor

Lenders

Letter of Intent
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sound tecordings, broadcasting rights and petformance
rights), database nights, rights in know-how and all other
intellectual property rights, in each case whether
registered or unregistered and including applications for
grant of any of the foregoing and all rights or forms of
protection having equivalent or similar effect to any of the
foregoing which may subsijst anywhere in the world now
or in the future, in each case, whether registered or not.

means those companies described as such in the
Subordination Agreement in their capacity as creditors in
relation to, or to whom any Obligor may af any time have
any liability or obligations (present or future, actual or
contingent, joint or several) for or in respect of any
Subordinated Intra Group Debt.

means any debt incurred by an Obligor and outstanding to
an Affiliate of the Company.

means each Obligor in its capacity as a debtor in relation
to, or who is at any time liable for or in respect of, any
Subordinated Intra Group Debt.

means each Intra Group Loan Agreement which
documents or otherwise relates to any Subordinated Intra
Group Lean and any and all apreements and other
instruments under or by which any Subordinated Intra
Group Debt is, or any amount in respect thereof is,
outstanding, evidenced, secured or guaranteed, in each
case as and including any instrument pursuant to which
the same is novated, varied, supplemented or amended
from tinte to time.

means any loan granted by an Obligor to an Affiliate of
the Company.

means the interest bearing cash reserve blocked account
opened with the Facility Agent by the Company and
secured by the Debenture.

means Universal Music (UK) Holdings Limited, Universal
Music Leisure Limited, Centenary UK Limited and Island
Entertainment Group Limited.

means Deutsche Grammophon GmbH.

means CLSA together with amy other person who
becomes, in accordance with the terms of the Loan
Agreement, a Lender under the Loan Agreement.

means the letter from VU to CL in which VU agrees that it
will not, inter alia, carry out a similar or the same
business activity (directly or indirectly) as any of the
Group based in the UK.
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LIBOR means for a Term of any Loan or overdue amount:
(2) the applicable Screen Rate; or

(b) if mo Screen Rate is available for the relevant
currency or Term of the Loan or overdue amount,
the arithmetic mean (rounded upward to four
decimal places) of the rates, as supplied to the
Facility Agent at is yequest, quoted by the
Reference Banks to leading banks in the London

interbank market.

Loan means the principal amount of the borrowing under the
Loan Agreement or the principal amount outstanding of
that borrowing.

Loan Agreement means a credit facility agreement initially to be made

between the Company, the Facility Agent and the Lenders
and subsequently, prior to any drawdown of the Loan, to
be made between the UK Parent (1), the Company (2), the
Original Guarantors (3), the Original Chargors (4), the
Lenders (5) and the Facility Agent (6) whexreby the
Lenders will make available to the Company a sterling
term loan facility in an aggrepate amount equal to £136
million for the purpose of directly financing the Fourth
Acquisition and indirectly financing the Third Acquisition.

Majority Lenders means, at any time, Lenders:

(a) whose share in the outstanding Loan and whose
undrawn Commitments then apgregate 66%; per
cent. or more of the aggregate of all the
outstanding Loan and the undrawn Commitments
of all the Lenders; or

(b) if the Loan is not then outstanding, whose
undrawn Commitments then aggregate 667/3 per
cent. or more of the Total Commitments; or

(c) if the Loan is not then outstanding and the Total
Commitments have been reduced to zero, whose
Commitments aggregated 66°/; per cent. or more
of the Total Commitments mmmediately before the
reduction.

Mandatory Cost means the cost of complying with certain regulatory
requirements, expressed as a percentage rate per annum
and calculated by the Facility Agent under schedule 5 to
the Loan Agreement (calculation of the Mandatory Cost).

Margin means 2.25 per cent. per anmum.
Material Adverse Effect means a material adverse effect on:
20 16620697 v5
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(2) the financial condition of the Company or the
Material Group which has or is reasonably likely
to have a matenal adverse effect on the ability of
any Obligor to perform its obligations under the
Finance Documents; or

(b) the ability of any Obligor to perform any of its
payment or other material obligations under any of
the Finance Documents; or

{(c) the enforceability or validity of any Finance
Document or the effectiveness of any Secumty
Interest (which, in the opinion of the Lenders
(acting reasonably) is not immaterial) purported to
be created pursuant to any Secutity Document or
the rights and remedies of any Finance Party.

Material Group means each Obligor and the Subsidiaries of Mercury
Records Limited, Polydor Limited, Island Entertainment
Group Limited and the Company.

New Cash Pooling Agreement means the cash pooling guarantee to be made between
HSBC Bank PLC and, inter alia, cach of the Company,
Universal Island Records Limited, Polydor Limited and
Mercury Records Limited.

New VU Guarantee means the guarantee to be granted by VU in favour of the
Company in connection with the CUK Loan Agreement.

Non-Assignable Contracts means the recording agreements set out in part 3 of
schedule 2 to the Debenture.

Non-Material Group means each member of the Group which is not a member
of the Material Group.

Obligor means the Company, a Guarantor, a Chargor or an
Additional Chargor.

Original Guarantors means Go! Discs Limited, Go! Holdings Limited, Mercury

Records Limited, Polydor Limited, Universal Island
Records Limited and Universal Music Leisure Limited.

Original Chargors means Island Entertainment Group Limited, Centenary
UK Limited, Universal Music (UK} Holdings Limited and
210 South Street Property Company Limited.

Original Lender means Credit Lyonnais S.A..
Property Chargors means 210 South Street Property Company Limited.
Reference Banks means CLSA, Royal Bank of Scotland and Société

Générale and any other bank or financial institution
appointed as such (with the approval of the Company) by
the Facility Agent under the Loan Agreement.

21 16620697 v5
DOCSPR1:17106340.4
604816-20088 ISM




31.DEC. 2002 11:02 ORRICK 33 1 53537501 N#1373 P 23

Repayment Account

Repertoire

Screen Rate

Secured Liabilities

Security Assets

Security Document

Security Interest
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means the interest bearing cash reserve blocked account
opened with the Facility Agent by the Company and
secured by the Debenture.

means master tapes, “neighbouring rights” to recording
rights, Toyalty entitlements, collecting society receivables.

means the British Bankers Association Interest Settlernent
Rate (if any) for the relevant currency and texrm displayed
on the appropnate page of the Reuters screen selected by
the Facility Agent. If the relevant page is replaced or the
service ceases to be available, the Facility Agent (after
consultation with the Company and the Lenders) may
specify another page or service displaying the appropriate
1ate,

means all present and future obligations and labilities
{whether actual or contingent and whether owed jointly or
severally or in any other capacity whatsoever) of each
Chargor to any Finance Party under each Finance
Document to which a Chargor is a party, except for any
obligation which, if it were so included, would tesult in
the Debenture contravening section 151 of the Act.

means all assets (including without limitation the
Intellectual Property Rights) of each Chargor the subject
of any security created by the Debenture.

means:
(2) the Debenture;

(b) the Charge of Intercompany Loans;
© each Share Pledge; and

(d) any other document evidencing or creating
security over any assct of an Obligor to secure any
obligation of any Obligor to a Finance Party under
the Finance Documents.

means any mortgage, pledge, lien, charge, assignment,
hypothecation or security interest or any other agreement
or arrangement having a similar effect.

means any and all obligations or liabilitles (present or
future, actual or contingent, joint or several) payable or
owing by any Obligor to any Senior Finance Party under
the Finance Documents.

means:

(@) a Lender;
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(b) the Facility Agent; and/or

(c) any successor, transferee, replacement or assignee
of any of the above.

means 2,045 fixed rate, non-redeemable preference shares
of £1 each in the capital of the Company.

means each share pledge entered into by each Obligor in
favour of the Finance Parties on or about the date of the
Loan Agreement in the agreed form under the Debenture.

means 2 subordination agreerment to be made between the
Company, the Facility Agent, the Obligors and the
Subordinated Creditors.

means cach Affiliate of the Company which is the creditor
of an Intercompany Loan as notified to the Facility Agent
by the Company in writing in accordance with the Loan
Agreement together with any other Affiliate of the
Company which becomes a creditor in respect of an Inter-
Company Debt from time to time and which accedes to
the Subordination Agreement in accordance with the
Finance Documents.

means any and all obligations or liabilities (present or
future, actual or contingent or joint or several) payable or
owing by any Intercompany Debtor to any Intercompany
Creditor which constitute Inter-Company Debt.

means:

(a) a subsidiary within the meaning of section 736 of
the Act; and

(b)  unless the context otherwise requires, a subsidiary
undertaking within the meaning of section 258 of
the Act.

means each period determined under the Loan Agreement
by reference to which interest on the Loan or an overdue
amount is calculated.

means the Commitments of all the Lenders.

means a certificate, substantially in the form of schedule 6
to the Loan Agreement (form of transfer certificate), with
such amendments as the Facility Agent may approve or
reasonably require or any other form agreed between the
Facility Agent and the Company.

means CLSA in ifs capacity as agent and trustee for the
Finance Parties under the Debenture.

means Universal International Music B.V..
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means the agreement to be made between UIM and the
Company whereby UIM will agree to issue a guarantee in
favour of the Company and an indemnity in favour of the
directors of the Company.

means Centenary UK Limited.
means Universal Music & Video Distribution Corp.

means the agreement to be made between the Company
and UMVD whereby UMVD will agree to issue a
guarantee to the Company and an indemnity to each of the
directors of the Company in each case in the form attached
to the UMVD Guarantee Agreement.

means the undisclosed agency amrangements as described
in schedule 13 to the Loan Agreement,

means Vivendi Universal S.A.,
means VU and each of its Subsidianies.

means the puarantee in the agreed form in favour of the
Finance Parties and the Company pursuant to which
Vivendi Universal S.A. agrees to pay on demand an
amount equal 1o 50 % of all Inter-Company Debt owed by
each Obligor to a VUE Entity from time to time to the
extent that Obligor is in default of its payment obligations
towards that VUE Entity and where any subrogation or
similar rights to which VU is or may be entitled are
suberdinated pursuant to the Subordination Agreement.
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Ell ERNST & YOUNG

Auditors’ report to the directors of Universal Music Operations Limited
pursuant to section 156(4) of the Companies Act 1985

We have examined the attached statutory declaration of the directors of Universal Music
Operations Limited (“the Company”) dated 31 December 2002 in connection with the proposal
that the Company should give financial assistance for the purchase of 2,045 of the Company’s
issued share capital.

Basis of opinion

We have enquired into the state of the Company’s affairs in order to review the bases for the
statutory declaration.

Opinion
We are not aware of anything to indicate that the opinion expressed by the directors in their

declaration as to any of the matters mentioned in section 156(2) of the Companies Act 1985 is
unreasonable in all the circumstances.

i/\, ‘kj W Lt

Ermnst & Young LLP
Registered Auditor
London

31 December 2002
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COMPANIES FORM No. 155(6)a

Declaration in relation to
assistance for the acquisition
of shares.

(6)a

Pursuant to section 155(6) of the Companies Act 1985

To the Registrar of Companies For officialuse = Company number
{Address overleaf - Note 5) R 050138

T e Y e 4

Name of company

* UNIVERSAL MUSIC OPERATIONS LIMITED

e satexdivectork [altthexdirectorsi Tof the aboife company do solemnly and sincerely declare that:

W AALCOLM JORN SLIATTON OF HoLLY
LoDGE LOTTAGE  SUMME ZHILL [ ANE,
HAY AZDS HE ATH

beurg | ownt o o tSted of +

The business of the company is:

The assistance is for the purpose of fthat acqmsmtmnﬂveducing or discharging a liability incurred for the
purpose of that acqmsmon]

The number and class of the shares acquired or to be acquired is:
2,045 Fixed Rate Non-Redeemable Preference Shares of £1 each

For official Use
General Section

Presentor's name address and
reference (if any):

London EC2A 2HB
" Reference: HOWCI

FPage 1

Watson, Farley & Williams
15 Appold Street

Doc No: 16631350 vi -




The assistance is to be given to: (Note 2) SEE APPENDIX A, Ploase donot

write in this
margin

Please complete
legibly, prefera
in black type, or
bold block
lettering

The assistance will take the form of:

See Appendix B.

T delete as

. . P o -~
The person who [has acquired] [wili acquire] ' the shares is; appropriate

SEE APPENDIX C.

The principal terms on which the assistance will be given are:

See Appendix D.

The amount of cash to be transferred to the person assistedis £ 1< & A LLL| N

The value of any asset to be transferred to the person assisted is £ 0.00

The date on which the assistance is to be givenis  WITHIN 8 WEEKS OF THE DATE HEREOF Page 2




Piease do not  |/W¥d have formed the opinion, as regards the company’s initial situation immediately following the
}‘."n';t%m n s date on which the assistance is proposed to be given, that there will be no ground on which it could

then be found to be unable fo pay its debts. {note 3)
Pleaso complete

::’fgckmu::"z (a) [/We have formed the opinion that the company will be able to pay its debts as they fall due
bold block during the year immediately foIIowmg that date] (note 3)

¥ delete either (a)
or {b) as

appropfidte And l/we make this solemn declaration conscientiously believing the same to be true and by virtue of

the provisions of the Statutory Declarations Act 1835.

Declared at 3 RPuwe D& MoN AU Declarants to sign below
50 f FACIA

Day Month Year
on -3‘ ( S_kZ—- 2L|CD‘C)‘Z.

before me
Bopneh Farand — Ssnci§el

A Commissioner for Qaths or Notary Public or Justice of
the Peace or a Solicitor having the powers conferred on
a Commissioner for Qaths.

NOTES

1 For the meaning of "a person incuming a
liability” and "reducing or discharging a liability”
see section 152(3) of the Campanies Act 1985,

2 Insert full name(s) and address(es) of the
person{s) to whom assistance is to be given; if
a recipient is a company the registered office
address should be shown.

3 Contingent and prospective liabilities of the
company are to be taken into account - see
section 156(3) of the Companies Act 1985,

4 The auditors report required by section 156{4)
of the Companies Act 1985 must be annexed to
this form.

5 The address for companies registered in
England and Wales or Wales is:-

The Registrar of Companies

Companies House

Crown Way

Cardiff

CF14 3UZ

DX: 33050

Cardiff

or, for companies registered in Scotland:-

The Registrar of Companies
Companies House

37 Castle Terrace
Edinburgh

EH1 2EB

DX: 235

Edinburgh

Page 3




APPENDIX A
UNIVERSAL MUSIC OPERATIONS LIMITED

STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

Persons to whom financial assistance is to be given
(1) Centenary UK Limited of 1 Sussex Place, Hammersmith, London W6 9X8S.
(2) Credit Lyonnais Securities of 5 Appold Street, London EC2A 2DA.

3) Credit Lyonnais S.A. of 18 Rue de la Republique, 69000 Lyon, France.

Mp
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APPENDIX B

UNIVERSAL MUSIC OPERATIONS LIMITED
STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix B, the definitions contained in Appendix E shall apply.
Background

In February 2002, the Company entered into a repurchase transaction (the “Repo Transaction™)
with, inter alia, CLSA. The Repo Transaction included the following arrangements:

(a) CUK subscribed for the Shares at an aggregate subscription price of £136 million (the
“Subscription”);

(b) the Shares were sold by CUK to CLS for a total purchase price of £134,640,000 (the
“First Acquisition”) and CUK and CLS entered into an associated put and call option
agreement (the “First Option Agreement”) in relation to the repurchase of the Shares by
CUK from CLS;

(c) the Shares were subsequently sold by CLS to CLSA (the “Second Acquisition™) and
CLS and CLSA entered into an associated put option agreement (the “Second Option
Agreement”) in relation to the repurchase of the Shares by CLS from CLSA; and

(d) VU issued a guarantee in favour of CLSA in respect of the obligations of CUK under
certain agreements relating to the above.

It is now proposed that the Company enter into a new direct term loan arrangement with CLSA so
as to enable the Repo Transaction to be unwound. As part of the unwind process, the First
Option Agreement will be amended, CLSA will require CLS to purchase the Shares in
accordance with the terms of the Second Option Agreement (the “Third Acquisition™) and CLS
will then require CUK to purchase the Shares in accordance with the terms of the First Option
Agreement (the “Fourth Aequisition™).

The assistance will take the form of:

The Company entering into the following documents and performing the transactions
contemplated by such documents:

(a) the Loan Agreement;

(b) the Debenture;

() the CUK Loan Agreement;

(d) the Subordination Agreement;

(e) the Fee Letter;

§9) the New Cash Pooling Agreement; and

(2 any other documents necessary or desirable in connection with any of the above,

(together, the “Transaction Documents”).

5
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The Transaction Documents are all on terms and subject to the conditions more particularly
described therein (a summary of the material terms of the Transaction Documents is set out in
Appendix D) and we declare that we have read and are folly familiar with such terms and
conditions. It is acknowledged and declared that the Company will execute the Loan Agreement
in the first instance and may then sign an amendment and restatement agreement in relation to the
Loan Agreement pursuant to which the other Obligors will accede to the Loan Agreement as
parties prior to the first drawdown thereunder.

Financial Assistance
The financial assistance will consist of the following:
(a) The Subscription

CUK incurred a liability for the purpose of the Subscription by incurring an obligation to pay the
subscription price for the Shares. By entering into and performing the CUK Loan Agreement, the
Loan Agreement, the Debenture and the other Transaction Documents, the Company will or may
financially assist CUK, within the meaning of section 151(2) of the Act, to the extent that the
Hability incurred by CUK for the purpose of the Subscription is reduced or discharged, within the
meaning of section 152(3)(b) of the Act, by restoring the financial position of CUK to what it was
before the Subscription took place.

(b) The First Acquisition

CUK incurred a liability to CLS for the purpose of the First Acquisition by changing its financial
position, within the meaning of section 152(3)(a) of the Act, by entering into the First Option
Agreement. The First Option Agreement contains an obligation on CUK, in certain
circumstances, to make the Fourth Acquisition. By entering into and performing the CUK Loan
Agreement, the Loan Agreement, the Debenture and the other Transaction Documents, the
Company will financially assist CUK, within the meaning of section 151(2) of the Act, to
discharge its liability under the First Option Agreement to make the Fourth Acquisition.

CLS incurred a liability for the purpose of the First Acquisition by incurring an obligation to pay
the consideration for the Shares. By entering into and performing the CUK Loan Agreement, the
Loan Agreement, the Debenture and the other Transaction Documents, the Company will or may
financially assist CLS, within the meaning of section 151(2) of the Act, to the extent that the
liability incurred by CLS for the purpose of the First Acquisition is reduced or discharged, within
the meaning of section 152(3)(b) of the Act, by restoring the financial position of CLS to what it
was before the First Acquisition took place.

(c) The Second Acquisition

CLS incurred a liability to CLSA for the purpose of the Second Acquisition by changing its
financial position, within the meaning of section 152(3)(a) of the Act, by entering into the Second
Option Agreement. The Second Option Agreement contains an obligation on CLS, in certain
circumstances, to make the Third Acquisition. By entering into and performing the CUK Loan
Agreement, the Loan Agreement, the Debenture and the other Transaction Documents, the
Company will financially assist CLS, within the meaning of section 151(2} of the Act, to
discharge its liability under the Second Option Agreement to make the Third Acquisition.

CLSA incurred a liability for the purpose of the Second Acquisition by incurring an obligation to
pay the consideration for the Shares. By entering mto and performing the CUK Loan Agreement,
the Loan Agreement, the Debenture and the other Transaction Documents, the Company will or
may financially assist CLSA, within the meaning of section 151(2) of the Act, to the extent that
the liability incurred by CLSA for the purposes of the Second Acquisition is reduced or
discharged, within the meaning of section 152(3)(b) of the Act, by restoring the financial position
of CLSA to what it was before the Second Acquisition took place.
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(d) The Third Acquisition

By entering into and performing the CUK Loan Agreement, the Loan Agreement, the Debenture
and the other Transaction Documents, the Company will give financial assistance indirectly for
the purposes of the Third Acquisition by providing CUK with the finance required by CUK to
make the Fourth Acquisition and therefore indirectly providing CLS with the finance required by
CLS to make the Third Acquisition.

(e) The Fourth Acquisition
By entering into and performing the CUK Loan Agreement, the Loan Agreement, the Debenture
and the other Transaction Documents, the Company will give financial assistance directly for the

purposes of the Fourth Acquisition by providing CUK with the finance required by CUK to make
the Fourth Acquisition.
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APPENDIX C

UNIVERSAL MUSIC OPERATIONS LIMITED
STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix C, the definitions contained in Appendix B and Appendix E shall apply.
Persons who have acquired or will acquire shares
(D) The person who has acquired the Shares under the Subscription is Centenary UK Limited.

(2) The person who has acquired the Shares under the First Acquisition is Credit Lyonnais
Securities.

(3) The person who has acquired the Shares under the Second Acquisition is Credit Lyonnais
S.A.. -

(4) The person who will acquire the Shares under the Third Acquisition is Credit Lyonnais
Securities.

(5) The person who will acquire the Shares under the Fourth Acquisition is Centenary UK
Limited.
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APPENDIX D

UNIVERSAL MUSIC OPERATIONS LIMITED
STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix D, the definitions contained in Appendix B and Appendix E shall apply.

The principal terms on which the assistance will be given are the following:

1

Loan Agreement

The principal terms on which the assistance will be given under the terms of the Loan Agreemént

arc.

(@)

(®)

(©)

(@

(e)

(0

(g)

(h)

(i)

the Lenders will make available to the Company a sterling term loan facility in an
aggregate amount equal to £136 million bearing interest at the percentage rate per annum
equal to the aggregate of the applicable (1) LIBOR, (ii) Margin and (iii) Mandatory Cost,
with such interest being payable on the last day of each Term,;

the Company will be able to borrow the loan by making a request to the Facihity Agent on
or before 31 January 2003;

the loan can only be used by the Company to advance funds to CUK under the CUK Loan
Agreement which in turn will enable CUK and CLS respectively to finance the Fourth
Acquisition and the Third Acquisition respectively;

the loan will be repayable in 36 approximately equal monthly instalments commencing on
Ist January 2005;

an up-front fee will be payable by the Company to the Facility Agent on signing of the
Loan Agreement pursuant to the Fee Letter;

mandatory prepayment of the loan and payment of Break Costs will be required in certain
circumstances including, inter alia, if it becomes unlawful in any jurisdiction for the
Lenders to perform their obligations or to maintain the loan, if the Company is in breach
of any Financial Covenant (which is not cured within 15 Business Day of notice of the
breach) or on a change of control of the UK Parent or VU (except where control of VU is
acquired by a company or other organisation with a Standard and Poor and Moody’s long
term credit rating of BBB- and Baa3 respectively or higher and which is acceptable to the
Lenders in their sole discretion);

the Loan Agreement will contain representations and warranties given by the Company
and each Obligor to each Finance Party in respect of itself and in respect of each member
of the Material Group which is its Subsidiary (namely, in the case of the Company,
Attitude Records Limited, Fiction Records Limited and Serious Records Limited);

the Loan Agreement will contain information covenants and other covenants given by the
Company, the UK Parent and each Obligor to the Finance Parties and the Company will
have to procure that, where a covenant is expressed to apply to each member of the
Material Group, each of its Subsidiaries complies with those covenants;

the following events, amongst other things, will constitute an Event of Default under the
Loan Agreement:

(A)  non-payment by the Company or an Obligor of any amount
: omp y
payable by it under the Finance Documents; or
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(B)

©

(D)

(E)

(F)

(G)

non-compliance by the Company or an Obligor with any term of
certain of the general covenants set out in clause 19 of the Loan
Agreement; or

non-comphance by the Company or an Obligor with any other
term of the Finance Documents other than clause 18 (Financial
Covenants) (unless remedied within 21 days); or

a representation made or repeated by the Company or an Obligor
in any Finance Document or in any document delivered by or on
behalf of any Obligor under any Finance Document being
incorrect in any material respect when made or deemed to be
repeated (unless remedied within 21 days); or

any of the following occurring in respect of any member of the
Group:

(1) any of its Financial Indebtedness is not paid when due
(after the expiry of any originally applicable grace period),
or

2) any of its Financial Indebtedness becomes prematurely
due and payable, is placed on demand or is capable of
being declared by a creditor to be prematurely due and
payable or being placed on demand, in each case as a
result of an event of default (howsoever described); or

3) any commitment for its Financial Indebtedness is
cancelled or suspended as a result of an event of default
(howsoever described),

unless, the aggregate amount of Financial Indebtedness of (i} the
Group and (ii) the Material Group falling within paragraphs (1)-
(3) above is less than £ 1,000,000 and £ 500,000 respectively or
its equivalent or unless such event relates to a member of the Non-
Material Group and, in the opinion of the Majority Lenders, it
does not or could not reasonably be expected to give rise to a
Material Adverse Effect; or

(i) any of the New Cash Pooling Agreement or the Existing Cash
Pooling Guarantees being called or being capable of being called
in whole or in part or (ii) any sum being due and payable and not
being paid under any agreement to which a member of the
Material Group is party (unless such non payment does not or
could not reasonably be expected to give rise to a Material
Adverse Effect); or

the Company or any member of the Group being subject to any
Insolvency Event or Insolvency Proceeding or any attachment,
sequestration, distress, execution or analogous event affecting any
asset of a member of the Group, having an aggregate value of
£ 50,000 and not being discharged within 21 days, in all cases
unless the event relates to a member of the Non-Material Group
and, in the opinion of the Majority Lenders, it does not or could
not reasonably be expected to give rise to a Material Adverse
Effect; or
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(M)
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the Company or any member of the Material Group ceasing, or
threatening to cease, to carry on all or a substantial part of its
business in any material respect unless such event relates to a
member of the Non-Material Group and, in the opinion of the
majority Lenders, it does not or could not reasonably be expected
to give rise to a Material Adverse Effect or otherwise with the
prior written approval of the Majority Lenders (such approval not
to be unreasonably withold or deiayed); or

any event occurring which is reasonably likely to have a Material
Adverse Effect; or

(1) any party to the Subordination Agreement (other than a
Finance Party) not performing its obligations under the
Subordination Agreement for a period of 21 days without
remedy; or

2) any representation or warranty given by any party in the
Subordination Agreement (other than a Finance Party)
being incorrect in any material respect for a period of 21
days without remedy; or

(3) any other event occurring which has or could reasonably
be expected to have a Material Adverse Effect; or

(4) the subordination created or purported to be created by the
Subordination Agreement (other than a Finance Party) not
being effective for a period of 21 days without remedy or
being alleged by a party to it (other than a Finance Party)
to be ineffective; or

(5) any party to the Subordination Agreement (other than a
Finance Party or Obligor) repudiating the Subordination
Agreement or evidencing an intention to repudiate it; or

the Company or an Obligor ceasing to be a subsidiary of the UK
Parent other than either as a result of the merger of the UK Parent
into Universal Music (UK) Holdings Limited as expressly
permitted under the Loan Agreement or as part of a bona fide
restructuring or reorganisation as expressly permitted under the
Loan Agreement or otherwise with the prior written consent of the
Majority Lenders; or

any of the Undisclosed Agency Arrangements, the All-in Fee
Agreement or any of the New Cash Pooling Agreement or
Existing Cash Pooling Guarantees or any Relevant Contract (as
referred to in the Debenture) being terminated, amended or
breached in a manner which is prejudicial in any material respect
to the rights and interests of the Lenders or terminated except with
the prior written approval of the Lenders (such approval not to be
unreasonably withheld or delayed);

it being or becoming unlawful for the Company or an Obligor to
perform any of its obligations under the Finance Documents or
any Finance Document being ineffective (with such circumstances
continuing for a period of 21 days without remedy) or being
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alleged by the Company or an Obligor to be ineffective for any
reason or the Company or an Obligor repudiating a Finance
Document or evidencing an intention to repudiate a Finance
Document or any Security Document not creating the security it
purports fo create (with such circumstances continuing for a
period of 21 days without remedy); or

N) the auditors of the Company or any Obligor qualifying their report
on any audited accounts of the Company;

6); on the occurrence of an Event of Default the Facility Agent will be entitled to, and will be
required to if so instructed by the Majority Lenders, by notice to the Company:

(A) cancel the Total Commitments; and/or

(B) declare that all or part of any amount outstanding under the
Finance Documents be immediately due and payable and/or
payable on demand by the Facility Agent acting on the
instructions of the Majority Lenders;

(k) the Company will have to supply to the Facility Agent certain documents and other
evidence as a condition precedent to signature of the Loan Agreement and will have to
supply additional documents and other evidence as a condition precedent to making a
request for the draw-down of the loan;

)] the Company will be entitled to voluntarily prepay 2ll or part of the loan on 10 Business
Days' notice, subject to the payment of Break Costs and provided that the prepayment is a
multiple of £10,000,000;

(m)  default interest will be payable on any sums not paid on the due date at a rate of 2% per
annum above the interest rate applicable under the Loan Agreement at the time when the
sums remain unpaid,;

(n) the Company will have to pay to the Lenders any Increased Costs suffered by the
Lenders;

(0) the Company will give financial covenants in respect of interest cover and debt payment
ratios with each covenant being tested in respect of a 12 month period ended on 31st
March, 30th June, 30th September and 31st December in each year;

P) the Company will have to indemnify each Finance Party against any loss or liability
suffered by it as a result of it receiving any amount in respect of an Obligor’s lability
under the Finance Documents in a currency other than the currency prescribed by the
relevant Finance Document;

(@) the Company will have to indemmify each Finance Party against any loss or hiability
which that Finance Party (in its absolute discretion action in good faith) determines will
be or has been suffered on account of tax in relation to a payment received or recetvable
under a Finance Document, unless the tax is imposed on or calculated in the jurisdiction
of incorporation of that Finance Party by reference to the net income received or
receivable by that Finance Party;

(r) the Company will have to indemnify each Finance Party against any loss or liability
suffered by it as a result of any Event of Default, any failure by an Obligor to pay any
sum on the due date, the loan not being drawn-down once requested (other than due to the
negligence of that Finance Party) or the loan being prepaid in any manner not permitted
by the Loan Agreement;
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(s)

(t)

GV

V)

(W)

2

the Company will have to pay all costs and expenses (including costs in relation to the
financial assistance issue) incurred by the Facility Agent in connection with the
negotiation and preparation of the Finance Documents and any duly documented costs
and expenses incurred by any Finance Party in respect of enforcing the provisions of any
of the Finance Documents;

the Company will have to procure that each person becoming part of the Material Group
will become an Additional Guarantor and Chargor under the Loan Agreement and
Debenture;

the Company will have to procure that Deutsche Grammophon GmbH, Universal MCA
Music UK Limited and A&M Music Records Limited will each become an Additional
Guarantor and Chargor under the Loan Agreement and Debenture prior to any request for
drawdown of the loan;

the Company will have to ensure that no later than the second anniversary of the date of
the Loan Agreement an amount equal to the sum of £3,800,000 is deposited and
maintained in the Repayment Account and will have to ensure that the sum of £4,800,000
is deposited and maintained in the Interest Payment Account; and

the Company may enter into hedging arrangements with CLSA (or another bank or
financial institution} in respect of interest rate fluctuations in a principal or nominal
amount no greater than between 50 per cent. and 75 per cent. of the Total Commitments.

The Debenture

The principal terms on which the assistance will be given under the terms of the Debenture are:

(@)

(b

(c)

(@

(e)

®

(g)

DOCSPR1:17196340.4
604816-20088 1SM

the Company and each other Chargor will, as primary obligor, covenant with the Trustee
to pay or discharge the Secured Liabilities as they become due and payable in accordance
with the relevant Finance Documents;

any amount not paid under the Debenture when due will bear interest (as well after as
before judgement and payable on demand) in the manner provided in the relevant Finance
Document from the due date until the date such amount is unconditionally and
irrevocably paid and discharged in full, save to the extent that interest at such rate on such
amount for such period is charged pursuant to a relevant Finance Document and itself
constitutes a Secured Liability;

all security created under the Debenture will be in favour of the Trustee, will be security
over all present and future assets of the Company and each other Chargor and will be
security for payment of the Secured Liabilities;

the Company and each other Chargor, other than the Investment Chargors and the IP
Chargor, will create a first legal mortgage and a first fixed charge over all freehold or
leasehold properties owned by it;

the Company and each other Chargor, other than the Property Chargor and the IP
Chargor, will create a first legal mortgage and first fixed charge over any shares, bonds or
securities owned by it, which in the case of the Company will include its shares in Fiction
Records Limited, The Wild Card Label Limited, Attitude Records Limited and Serious
Records Limited;

the Company and each other General Chargor will create a first fixed charge on all plant
and machinery owned by it;

the Company and each other Chargor, other than the Property Chargors, Island
Entertainment Group Limited and the IP Chargor, will create a first fixed charge on all of

10
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()

(@)

)

&)

)

(m)

(n)

(0)

(p)

(@

(r)

its rights in respect of any amount standing to the credit of any account it has with any
person and the debt represented by it, which in the case of the Company will include its
interest bearing accounts nos. 8883033 with Citibank, Strand, London, 57167275,
70952362 and 30953237 with HSBC, Poultry, London and the accounts required to be
opened with CLSA pursuant to the Loan Agreement;

the Company and each other Chargor, other than the Property Chargors and the IP
Chargor, will create a first fixed charge over all of its book debts other than any which
arise in relation to certain accounts specified in the Debenture;

the Company and each other General Chargor will assign absolutely, subject to a proviso
for re-assignment on redemption, all of its rights in respect of any contract or policy of
insurance taken out by it or in which it has an interest;

the Company and each other General Chargor will assign absolutely, subject to a proviso
for re-assignment on redemption, all of its rights in respect of any agreement to which it
18 a party (including those set out in schedule 2 to the Debenture) but other than any
agreement which is not assignable or capable of assignment;

the Company and each other General Chargor would assign absolutely, subject to a
proviso for re-assignment or redemption, any and all damages, compensation,
remuneration, profit or other income which it may derive from any agreement which is
not assignable or capable of assignment;

the Company, each other General Chargor and the IP Chargor will create a first fixed
charge over all of its rights in respect of its Intellectual Property Righis and Domain
Names;

the Company and each other General Chargor will create a first fixed charge over its
goodwill, the benefit of any authorisation held in connection with any Security Asset, the
right to recover compensation in respect of such authorisation, its uncalled capital, its
Repertoire and all rights and benefits under any agreement to which it is a party;

the Company and each other Chargor will have to pay on demand all duly documented
costs and expenses (including legal fees) incurred by any Finance Party, receiver,
attorney, manager, agent or other person appointed by the Trustee in connection with the
Debenture and will have to indemnify those persons against those costs and expenses,
including any costs arising from any breach of any law and regulation (including
environmental laws and regulations);

the Company and each other General Chargor will create a first floating charge over all of
its assets not otherwise charged under the Debenture;

the Debenture will contain representations and undertakings given by the Company and
the other Chargors to each Finance Party;

the security created by the Debenture will become immediately enforceable if an Event of
Default under the Loan Agreement occurs; and

the Company’s rights under the CUK Loan Agreement, the New VU Guarantee, the
UMVD Guarantee, the UIM Guarantee and the VUE Guarantee will be secured in favour
of CLSA and any subrogation or similar rights will be subordinated.

The entry into of the Debenture by the Company is a condition precedent under the Loan
Agreement and by such entry the Company will, among other things, secure and be
responsible for the payment and discharge of its and each Chargor’s liabilities to any
Finance Party under each Finance Document to which it is a party (other than any
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3

obligation which would result in the Debenture contraveming section 151 of the
Companies Act 1985).

The CUK Loan Agreement

The principal terms on which the assistance will be given under the terms of the CUK Loan
Agreement are that:

(a)

(b)

(c)

@

4

the Company will make available to CUK an inter-company loan in an amount equal to
£136 million for the purpose of financing the Fourth Acquisition and indirectly financing
the Third Acquisition;

the loan will be repayable in full on 31 December 2007 and otherwise on demand in
whole or in part by the Company if the Company is required to make a payment of any
kind or amount under or pursuant to the terms of the Finance Documents;

interest will accrue on the loan at the rate of interest applicable to the Loan as noted at
paragraph 1(a) above plus 100 basis points per annum and be payable quarterly in arrears;
and

CUK will agree to pay or reimburse to the Company all costs, fees or expenses related to
the Company entering into the Loan Agreement or the related Finance Documents
including, but not limited to, any amounts payable under the Fee Letter and any legal,
accounting, compliance or other administrative costs incurred by the Company in
connection with the Finance Documents.

The Subordination Agreement

The principal terms on which the assistance will be given under the terms of the Subordination
Agreement are:

(a)

(b)

()

(d)

(e)

the Company will agree that from the date of the Subordination Agreement, all
Subordinated Intra Group Debt owed to it by an Intercompany Debtor (and related
claims) will be subordinated in rank, right of time and priority of payment, at all times
and in all circumstances to the Senior Facility Debt;

each Intercompany Debtor will undertake that 1t will not pay, prepay or repay any amount
of any Subordinated Intra Group Debt to any Intercompany Creditor without the written
consent of the Facility Agent and each Intercompany Creditor will undertake that it will
not demand or receive any payment, prepayment or repayment of any Subordinated Intra
Group Debt without the prior written consent of the Facility Agent;

if any Intercompany Creditor receives any payment in respect of any Subordinated Intra
Group Debt it will be obliged to transfer the amount of that payment to the Facility
Agent, provided that an Intercompany Creditor will be entitled to receive payment of a
Subordinated Intra Group Debt from an Intercompany Debtor if there has been no Event
of Default and the payment is made in the normal course of cash management operations;

if any Intercompany Debtor suffers certain insolvency events, the Facility Agent will be
entitled to prove for all of the Subordinated Intra Group Debt owed by that Intercompany
Debtor and each Intercompany Creditor will irrevocably authorise the Facility Agent to
prove for those debts on its behalf and will pay any distributions it actually receives to the
Facility Agent;

each Intercompany Creditor will irrevocably appoint the Facility Agent as its attorney in

respect of anything that it has authonsed the Security Agent to do under the
Subordination Agreement or anything that it is obliged to do under the Subordination

12 16620697 v5

DOCSPR1:17196340.4
604816-20088 1SM

v




Agreement but has failed to do so within 5 Business Days of notice requiring it to do so;
and

(H the Subordination Agreement will contain certain undertakings and representations and
warranties to be given by the Company and each other Intercompany Debtor to the Senior
Finance Parties;the Company will agree that from the date of the Subordination
Agreement, all Subordinated Intra Group Debt owed to it by an Intercompany Debtor
(and related claims) will be subordinaied in rank, nght of time and prionty of payment, at
all times and in all circumstances to the Senior Facility Debt.

5 The Fee Letter
The principal terms on which the assistance will be given under the terms of the Fee Letter are:

(a) payment by the Company of certain fees and costs to the Facility Agent in connection
with the Loan Agreement and the Debenture will be a condition precedent under the Loan
Agreement; and

(b) the Company will pay an up-front fee to the Facility Agent of £ 1,904,000,

The payment of these fees by the Company will be reimbursed to the Company under the terms
of the CUK Loan Agreement by CUK.

6 The New Cash Pooling Agreement

The principal terms on which the assistance will be given under the terms of the New Cash
Pooling Agreement are:

(a) the Company will guarantee, as a continuing guarantee and regardless of any intermediate
payment, the liabilities to HSBC Bank PLC of each other party to the New Cash Pooling
Agreement and will undertake to pay to HSBC Bank PLC any sums owing to HSBC Bank
PLC on any account whatsoever from any other party to the New Cash Pooling
Agreement (including any sum for which those parties may be liable as surety); and

(b)  the Company will irrevocably appoint the UK Parent as its agent in respect of any action
to be taken in connection with the New Cash Pooling Agreement.
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APPENDIX E

UNIVERSAL MUSIC OPERATIONS LIMITED

STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix E, the definitions contained in Appendix B shall apply.

Accession Agreement

Act

Additional Chargor

Additional Guarantor

Affiliate

All-in-Fee Agreement

Break Costs

Business Day

Charge of Intercompany Loans

Chargor

CLS
CLSA

Commitment

DOCSPR1:17196340.4
604816-20088 ISM

means a lefter, substantially in the form of schedule 9 to
the Loan Agreement (form of accession agreement), with
such amendments as the Facility Agent may approve or
reasonably require.

means the Companies Act 1985 (as amended).

means a member of the Group who becomes a Chargor
under the Debenture.

means a member of the Group which becomes a Guarantor
after the date of the I.oan Agreement.

means a Subsidiary or a Holding Company of a person or
any other Subsidiary of that Holding Company.

means the agreement in respect of the all in fee
arrangements between inter alia cach General Chargor, 1P
Chargor and Universal International Music B.V. in the
form stated on its face to take effect on 1st July 2001 and
dated 31st July 2001.

means the amount (if any) which a Lender is entitled to
receive subject to and in accordance with the Loan
Agreement as compensation if any part of the loan or
overdue amount is prepaid.

means a day (other than a Saturday or a Sunday) on which
banks are open for general business in London and Paris

and in respect of a rate fixing or a payment date in respect
of Sterling, London.

means the charge granted in favour of the Lenders by the
Subordinated Creditors over various Inter-Company Loans
in the agreed form under a Security Document.

means a General Chargor, an Investment Chargor, an IP
Chargor or a Property Chargor.

means Credit Lyonnais Securities.
means Credit Lyonnais S.A..

means:
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Company
CUK

CUK Loan Agreement

Debenture

Domain Names

Existing Cash Pooling Guarantees

Event of Default

Facility Agent

Fee Letter

Finance Document
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(a)
(b
()
(d)
(e)

(a) for CLSA, £136,000,000 and the amount of any
other Commitment it acquires; and

(b) for any other Lender, the amount of any
Commitment it acquires,

to the extent not cancelled, transferred or reduced under
the Loan Agreement.

means Universal Music Operations Limited.
means the UK Parent (as defined below).

means a loan agreement to be made between the Company
and CUK whereby the Company will make available to
CUK an inter-company loan in an amount equal to £136
million for the purpose of directly financing the Fourth
Acquisition and indirectly financing the Third Acquisition.

means a security agreement to be made between the
General Chargors (1), the Investment Chargors (2), the
Property Chargors (3), the IP Chargor (4) and the Trustee
(5) whereby the Company and the other Chargors will
create a fixed and floating charge in favour of the Trustee
as security for all amounts owing by each Chargor to any
Finance Party under each Finance Document to which a
Chargor is party.

means the domain names specified in the Debenture.
means the joint and several cash pooling guarantee
agreement dated 24th July, 2001 between certain members
of the Material Group and HSBC Bank plc.

means an event specified as such in the Loan Agreement.

means CLSA in its capacity as facility agent under the
Loan Agreement.

means the fee letter from the Facility Agent to the
Company setting out the amount of the up-front fee.

means:

the Loan Agreement; or

the Fee Letter; or

a Security Document; or

the Subordination Agreement; or

an Accession Agreement; or
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Financial Indebtedness
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(®)
(2
()
()

a Transfer Certificate; or;

the VUE Guarantee ; or

the Letter of Intent; or

any other document designafed as such by the Facility
Agent and the Company. '

means the Facility Agent or a Lender.

means the financial covenants set out in clause 18.1 of the
Loan Agreement and described further in paragraph 1(o)
of Appendix D.

means any indebtedness for or in respect of:

(a)
(b)
(©)

Gy
(e)
®

(g)
(h)

)

(k)

moneys borrowed and overdrafis; or
any acceptance credit; or

any bond, note, debenture, loan stock or other
similar instrument; or

any redeemable preference share; or
any finance or capital lease; or

receivables sold or discounted (otherwise than on
a non-recourse basis); or

any debt redeemable in shares; or

the acquisition cost of any asset to the extent
payable after its acquisition or possession by the
party liable where the deferred payment is
arranged primarily as a method of raising finance
or financing the acquisition of that asset but, for
the avoidance of doubt, excluding any amounts
payable to a vendor under an earn-out provision on
account of income generated by that asset; or

any derivative transaction protecting against or
benefiting from fluctuations in any rate or price
(and, except for non-payment of an amount, the
then mark to market value of the derivative
transaction will be used to calculate its amount); or

any other transaction (including any forward sale
or purchase agreement) which has the commercial

effect of a borrowing; or

any counter-indemnity obligation in respect of any
guarantee, indemnity, bond, letter of credit or any

16 16620697 v5
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other instrument issued by a bank or financial
institution; or

1y any off-balance sheet indebtedness (including
contingent financial liabilities excluding for the
avoidance of doubt contingent liabilities arising as
a result of legal or regulatory proceedings or
royalties payable to artists); or

{m) any guarantee, indemm'ty‘; or similar assurance
against financial loss of any person in respect of
any item referred to in paragraphs (a) to (I) above.

means the Company, Go! Discs Limited, Go! Holdings
Limited, Polydor Limited, Mercury Records Limited,
Universal Island Records Limited, Universal MCA Music
UK Limited and A&M Music Records Limited.

means at the date of the Loan Agreement the UK Parent
and the companies listed in schedule 15 to the Loan
Agreement and thereafter each other Subsidiary of the UK
Parent which is acquired on or after the date of the Loan
Agreement unless the Company can demonstrate to the
satisfaction of the Facility Agent (acting reasonably in
good faith) that the principal business activity of that
Subsidiary is not primarily that set out in paragraph 2 of
schedule 14 of the Loan Agreement.

means an Original Guarantor or an Additional Guarantor.

means a holding company within the
meaning of section 736 of the Act.

means:
(@) an additional or increased cost; or

(b) a reduction in the rate of return under a Finance
Document or on its overall capital; or

(c) a reduction of an amount due and payable under
any Finance Document,

which is incurred or suffered by a Finance Party or any of
its Affiliates but only to the extent attributable to that
Finance Party having entered into any Finance Document
or funding or performing its obligations under any Finance
Document.

means, in relation to a person, if that person:
(a) is, or is deemed for the purposes of any law to be,

unable to pay its debts as they fall due or 1s
insolvent; or

17 16620697 v5
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Intellectual Property Rights
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(b)

(c)

(d)

(e)

admits its inability to pay its debts as they fall due;
or

suspends making payments on any of its debts or
announces an intention to do so; or

by reason of actual or anticipated financial
difficulties, begins negotiations with any creditor
for the rescheduling of any of its indebtedness; or

has a moratorium declared in respect of any of its
indebtedness.

means, in relation to a person, if:

(a)

(b)

©

(d)

(e)

®)

(g)

any step is taken with a view to a moratorium or a
composition, assignment or similar arrangement
with any of its creditors; or

a meeting of its shareholders, directors or other
officers is convened for the purpose of considering
any resolution for, to petition for or to file
documents with a court for, its winding-up,
administration or dissolution or any such
resolution is passed; or

any person presents a petition, or files documents
with a court, for its winding-up, administration or
dissolution except where suchpetition or filing is
frivolous or is being contested in good faith and
with due diligence and is struck out within 21
days; or

an order for its winding-up, administration or
dissolution is made; or

any liquidator, trustee in bankruptcy, judicial
custodian, compulsory manager, receiver,
administrative receiver, administrator or similar
officer is appointed in respect of it or any of its
assets; or

its directors, shareholders or other officers request
the appointment of, or give notice of their
intention to appoint, a liquidator, trustec in
bankruptcy, judicial custodian, compulsory
manager, receiver, administrative receiver,
administrator or similar officer; or

any other analogous step or procedure is taken in
any jurisdiction.

means patents, trade marks, trade names, rights in designs
(inchading registered designs and design rights), copyright
(including without limitation copyright in literary works,
dramatic works, musical works, artistic works, films,
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sound recordings, broadcasting rights: and performance
rights), database rights, rights in know-how and all other
intellectual property rights, in each case whether
registered or unregistered and including applications for
grant of any of the foregoing and all rights or forms of
protection having equivalent or similar effect to any of the
foregoing which may subsist anywhere in the world now
or in the future, in each case, whether registered or not.

means those companies described as such in the
Subordination Agreement in their capacity as creditors in
relation to, or to whom any Obligor may at any time have
any liability or obligations (present or future, actual or
contingent, joint or several) for or in respect of any
Subordinated Intra Group Debt.

means any debt incurred by an Obligor and outstanding to
an Affiliate of the Company.

means each Obligor in its capacity as a debtor in relation
to, or who is at any time liable for or m respect of, any
Subordinated Intra Group Debt.

means each Intra Group Loan Agreement which
documents or otherwise relates to any Subordinated Intra
Group Loan and any and all agreements and other
instruments under or by which any Subordinated Intra
Group Debt is, or any amount in respect thereof is,
outstanding, evidenced, secured or guaranteed, in each
case as and including any instrument pursuant to which
the same is novated, varied, supplemented or amended
from time {o time.

means any loan granted by an Obligor to an Affiliate of
the Company. ‘

means the interest bearing cash reserve blocked account
opened with the Facility Agent by the Company and
secured by the Debenture.

means Universal Music (UK) Holdings Limited, Universal
Music Leisure Limited, Centenary UK Limited and Island
Entertainment Group Limited.

means Deutsche Grammophon GmbH.

means CLSA together with any other person who
becomes, in accordance with the terms of the Loan
Agreement, a Lender under the Loan Agreement.

means the letter from VU to CL in which VU agrees that it
will not, inter alia, carry out a similar or the same

business activity (directly or indirectly) as any of the
Group based in the UK.
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LIBOR means for a Term of any Loan or overdue amount;
(a) the applicable Screen Rate; or

(b) if no Screen Rate is available for the relevant
currency or Term of the Loan or overdue amount,
the arithmetic mean (rounded upward to four
decimal places) of the rates, as supplied to the
Facility Agent at its request, quoted by the
Reference Banks to leading banks in the London

interbank market.

Loan means the principal amount of the boﬂ‘rowing under the
Loan Agreement or the principal amount outstanding of
that borrowing. "

Loan Agreement means a credit facility agreement initially to be made

between the Company, the Facility Agent and the Lenders
and subsequently, prior to any drawdown of the Loan, to
be made between the UK Parent (1), the Company (2), the
Original Guarantors (3), the Original Chargors (4), the
Lenders (5) and the Facility Agent (6) whereby the
Lenders will make available to the Company a sterling
term loan facility in an aggregate amount equal to £136
million for the purpose of directly financing the Fourth
Acquisition and indirectly financing the Third Acquisition.

Majority Lenders means, at any time, Lenders:

(a) whose share in the outstanding Loan and whose
undrawn Commitments then aggregate 66%; per
cent. or more of the aggregate of all the
outstanding Loan and the undrawn Commitments
of all the Lenders; or

(b) if the Loan is not then outstanding, whose
undrawn Commitments then aggregate 66%/3 per
cent, or more of the Total Commitments; or

(c) if the Loan is not then outstanding and the Total
Commitments have been reduced to zero, whose
Commitments aggregated 66%/; per cent. or more
of the Total Commitments immediately before the
reduction.

Mandatory Cost means the cost of complying with certain regulatory
requirements, expressed as a percentage rate per annum
and calculated by the Facility Agent under schedule 5 to
the Loan Agreement (calculation of the Mandatory Cost).

Margin means 2.25 per cent. per annum.
Material Adverse Effect means a material adverse effect on:
20 i 16620697 v5
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Material Group

New Cash Pooling Agreement

New VU Guarantee

Non-Assignable Contracts

Non-Material Group

Obligor

Original Guarantors

Original Chargors

Original Lender
Property Chargors

Reference Banks
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(a) the financial condition of the Company or the
Material Group which has or is reasonably likely
to have a material adverse effect on the ability of
any Obligor to perform its obligations under the
Finance Documents; or

(b) the ability of any Obligor to perform any of its
payment or other material obligations under any of
the Finance Documents; or

© the enforceability or validity of any Finance
Document or the effectiveness of any Security
Interest (which, in the opinion of the Lenders
(acting reasonably) is not immaterial) purported to
be created pursuant to any Security Document or
the rights and remedies of any Finance Party.

means each Obligor and the Subsidiaries of Mercury
Records Limited, Polydor Limited, Island Entertainment
Group Limited and the Company.

means the cash pooling guarantee to be made between
HSBC Bank PLC and, inter alia, each of the Company,
Universal Island Records Limited, Polydor Limited and
Mercury Records Limited.

means the guarantee to be granted by VU in favour of the
Company in connection with the CUK Loan Agreement.

means the recording agreements set out in part 3 of
schedule 2 to the Debenture.

means each member of the Group which is not a member
of the Material Group.

means the Company, a Guarantor, a Chargor or an
Additional Chargor.

means Go! Discs Limited, Go! Holdings Limited, Mercury
Records Limited, Polydor Limited, Universal Island
Records Limited and Universal Music Leisure Limited.

means Istand Entertainment Group Limited, Centenary
UK Limited, Universal Music (UK) Holdings Limited and
210 South Street Property Company Limited.

means Credit Lyonnais S.A..

means 210 South Street Property Company Limited.

means CLSA, Royal Bank of Scotland and Société
Générale and any other bank or financial institution
appointed as such (with the approval of the Company) by
the Facility Agent under the Loan Agreement.
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Repayment Account means the interest bearing cash reserve blocked account
opened with the Facility Agent by the' Company and
secured by the Debenture.

Repertoire means master tapes, “neighbouring nght‘ ” to recording
rights, royalty entitlements, collecting socwtyrecewables

Screen Rate means the British Bankers Association Interest Settlement
Rate (if any) for the relevant currency and term displayed
on the appropnate page of the Reuters screen selected by
the Facility Agent. If the relevant page is replaced or the
service ceases to be available, the Facility Agent (after
consultation with the Company and the Lenders) may
specify another page or service displaying the appropriate
rate.

Secured Liabilities means all present and future obligations and labilities
(whether actual or contingent and whether 'owed jointly or
severally or in any other capacity whatsoever) of each
Chargor to any Finance Party under! each Finance
Document to which a Chargor is a party, except for any
obligation which, if it were so included, would result in
the Debenture contravening section 151 of the Act.

Security Assets means all assets (including without  limitation the
Intellectual Property Rights) of each Chargor the subject
of any security created by the Debenture.

Security Document means:
(a) the Debenture;
(b) the Charge of Intercompany Loansi;
© each Share Pledge; and

(d) any other document evidencing or creating
security over any asset of an Obligor to secure any
obligation of any Obligor to a Finance Party under
the Finance Documents. 1

Security Interest means any mortgage, pledge, lien, charge, assignment,
hypothecation or security interest or any | other agreement
or arrangement having a similar effect. i

Senior Facility Debt means any and all obligations or liabilities (present or
future, actual or contingent, joint or several) payable or
owing by any Obligor to any Senior Fmance Party under
the Finance Documents.

Senior Finance Parties means:

(a) a Lender;
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Share Pledge
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Subordinated Creditors
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Term

Total Commitments

Transfer Certificate

Trustee
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(b) the Facility Agent; and/or

{c) any successor, transferee, replacement or assignee
of any of the above. |
|
means 2,045 fixed rate, non-redeemable ﬁreference shares
of £1 each in the capital of the Company.

means each share pledge entered into by each Obligor in
favour of the Finance Parties on or about the date of the
Loan Agreement in the agreed form under the Debenture.

means a subordination agreement to be ade between the
Company, the Facility Agent, the Obligors and the
Subordinated Creditors. \

means each Affiliate of the Company whi;‘;h is the creditor
of an Intercompany Loan as notified to the Facility Agent
by the Company in writing in accordance with the Loan
Agreement together with any other Affiliate of the
Company which becomes a creditor in respect of an Inter-
Company Debt from time to time and Wthh accedes to
the Subordination Agreement in accordance with the
Finance Documents.

means any and all obligations or liabilities (present or
future, actual or contingent or joint or several) payable or
owing by any Intercompany Debtor to a%) y Intercompany
Creditor which constitute Inter-Company Debt.

means:

(a) a subsidiary within the meaning OF section 736 of
the Act; and i

(b) unless the context otherwise requifes, a subsidiary
undertaking within the meaning of section 258 of
the Act.

means each period determined under the ﬂoan Agreement
by reference to which interest on the Loan or an overdue
amount is calculated.

means the Commitments of all the Lenders.

means a certificate, substantially in the form of schedule 6
to the Loan Agreement (form of transfer certificate), with
such amendments as the Facility Agent may approve or
reasonably require or any other form agreed between the
Facility Agent and the Company. |
\

means CLSA in its capacity as agent and trustee for the
Finance Parties under the Debenture.

means Universal Intemational Music B.V..
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UIM Guarantee

UK Parent or CUK
UMYD

TUMVD Guarantee Agreement

means the agreement to be made between UIM and the
Company whereby UIM will agree to issue a guarantee in
favour of the Company and an indemnity in favour of the
directors of the Company.

means Centenary UK Limited.
means Universal Music & Video Distribution Corp.

means the agreement to be made betweeﬁ the Company
and UMVD whereby UMVD will agree to issue a

. guarantee to the Company and an indemnity to each of the

Undisclosed Agency Arrangements

VU
VUE Entity

VYUE Guarantee

DOCSPR1:17196340.4
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directors of the Company in each case in the form attached
to the UMVD Guarantee Agreement. ‘

means the undisclosed agency arrangements as described
in schedule 13 to the Loan Agreement.

means Vivendi Universal S.A..
means VU and each of its Subsidiaries.

means the guarantee in the agreed form in favour of the
Finance Parties and the Company pursuant to which
Vivendi Universal S.A. agrees to pay on demand an
amount equal to 50 % of all Inter-Company Debt owed by
each Obligor to a VUE Entity from time to time to the
extent that Obligor is in default of its payment obligations
towards that VUE Entity and where any subrogation or
similar rights to which VU is or may be entitled are
subordinated pursuant to the Subordination Agreement.
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Ell ERNST & YOUNG

Auditors’ report to the directors of Universal Music Operations Limited
pursuant to section 156(4) of the Companies Act 1985

We have examined the attached statutory declaration of the directors of Universal Music
Operations Limited (“the Company”)} dated 31 December 2002 in connection with the proposal
that the Company should give financial assistance for the purchase of 2,045 of the Company’s
issued share capital.

Basis of opinion

We have enquired into the state of the Company’s affairs in order to review the bases for the
statutory declaration.

Opinion
We are not aware of anything to indicate that the opinion expressed by the directors in their

declaration as to any of the matters mentioned in section 156(2) of the Companies Act 1985 is
unreasonable in all the circumstances.

Z,;k N 7 g L

Ernst & Young LLP
Registered Auditor
London

31 December 2002
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COMPANIES FORM No. 155(6)a -
Declaration in relation to
assistance for the acquisition 6 a
of shares.
Pursuant lo section 155(6) of the Companies Act 1985 |
".‘!
To the Registrar of Companies For official use  Company:number
{Address ovsrieaf - Note 5) i ; P | 0501 38I
]

Name of company
* UNIVERSAL MUSIC QPERATIONS LIMITED |

0yt
PETER DUNCAN THOMPSON of 38 WILLIAM HUNT MANSIONS, SOMl‘

BARNES SW13 8HT
being 1 out of a total of 7

VILLE AVENUE,

ixarssberdivectork [ek thaxdirectorsk Tof the above company do solemaly and smc?rely declare that:

The business of the company is;

\
X i : LA 'hMlmﬂm»tmmngmﬂmxxxxxxx
bextm»ﬁnmmxamm&mdmmsxmﬁmﬁmmmm;mnnnmmmﬂmwmx
DREAOSRECE ISR X X Kholl ot SR XX g
5 |

{c) something other than the above

The company is proposing to give financial agsistance in conneclion with the acquisition of shares in

the [company] [SOOR REONNE I8 I AT N Ky |
xxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxx:gxxxxxxxxkatﬁd] 1

ArD
The assistance is for the purpose of [that acquisition]jreducing or discharging ‘Ilabunly incurred for the
purpose of that acquisition]. ™ i
|
The number and class of the shares acquired or o be acquired is: ‘
2,045 Fixed Rate Non-Redeemable Preference Shares of £1 cach

For official Use
General Sectlon

Presentor's name address and
reference (if any):

Watson, Farley & Williams
15 Appold Street

London EC2A 2HB
Reference: HOWCI

Doc Na: 16631363 v!

—
u %:
U |
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The assistance is to be given to: (Note 2) SEE APPENDIX A,

: Plaase do not
, wrile in s
T margin

Pleaso complete

legibly, preferably
{n black type, or

boid block
lettering
The assistance will take the form of: ‘
i - !
See Appendix B. |
|
|
|
\'
|
!
|
The person who [has acquired) [will acquire) T the shares is: | T :"’e: ‘r’i:m
SEE APPENDIX C. , pprop

The principal terms on which the assistancs will be given are:

e Ay
See Appendix D.

i
The amount of cash to be transferred to the person assisted is £ | % 6 Miu_\oWN
[

The value of any asset to be transferred to the person assisted is £ 0.00

The date on which the assistance s to be given 's ~ WITHIN 8 WEEKS OF THE DATE HEREOF Page 2
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1
Please do o INKe have formed the apinion, as regards the company's initial situation imrrediately following the
marin ™ M8 date on which the assistance is proposed to be given, that there will be no ground on which it could

then be found to be unable o pay its debls. (note 3)
Plo'ue compiete
legitly. preferably () (Ini¥e have formed the opinion that the company will be abls to pay its debts as they fall due

In black type, or
bold block during the year immediately following that data] * (note 3) |

fettering (b) HiSXRienCHOSRINSOTE R MR KENAX 2k R ANDRR YA ExIRRIhe: iR RtRCB0 X
m:mmﬂx&mmmmthwkhnm!mWMNxﬁ&m:ﬂn
mw (%J)ihar (@ monthaitrenomme i aamerkshdus winsiRm b ooy !
a%

epproprlate

And I/w% make this splemn declaration conscigntiously believing the same to be true and by virtue of
the provisions of the Statutory Declarations Act 1838,

Dsclared at _B_(_rngqﬁ &QCL
Ot Michadl
2&&%&;0&)” ;B&%M_

Day Manth Year
on { lll. 2000

before me d Chméﬂ_\(g q\'lLt

mch o T sl sF

k3 FUBLIC (#

A Comm.ssm&e&fpr @gtﬂs Ql; NetaryRublic or Justice o:
the Peace or a Solicitor having the powers conferred on
a Commissioner for Oaths.

¥~  NOTES

|
!
1 For the meaning of "a person incurming a |
liability” and “reducing or discharging a liability" |
sea aetion 152(3) of the Companles Act 1885, s i . \

2 Insert full neme(s) anG address(es) of the
personfs) to wham assistance is [0 ba given; if
a racipiant is a company the registered office
address shoyld ba shown,

3 Contingem! and prospective Habilities of the i
company are o be laken into sccount - see :
section 156(3) of the Companies Act 1985.

4 The audilors report requived by section 156{(4) !
of the Companies Act 1985 muslt be annexed 1o I
this form.

5 The address for companles registerad In
England and Wales of Wales ig:-

The Reglsirar of Companies \
Companles House
Crown Way
Cordiff

CF14 342

DX: 33050

Cardiff

or, for companies registered in Scotland:-

The Registrar of Companies |
Compantes House

37 Castla Terraca

Edinburgh

EH1T 2EB

DX; 235

Edinburgh

Page 3
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APPENDIX A
UNIVERSAL MUSIC OPERATIONS LIMITED
STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

Persons to whom financial assistance is to be given
(1)  Centenary UK Limited of 1 Sussex Place, Hammersmith, London W6 9X8S,
(2)  Credit Lyonnais Securities of 5 Appold Street, London EC2A 2DA.

(3)  Credit Lyonnais S.A. of 18 Rue de la Republique, 69000 Lyon, France.

psET.
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APPENDIX B '

UNIVERSAL MUSIC OPERATIONS LIMITED
STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix B, the definitions contained in Appendix E shall apply.
Background

In February 2002, the Company entered into a repurchase transaction (the “Repo TI“ansaction")
with, inter alia, CLSA. The Repo Transaction included the following arrangements: |

(a)  CUK subscribed for the Shares at an apgregate subscription price of £136 million (the
“Subscription™); !

(b)  the Shares were sold by CUK to CLS for a total purchase price of £134,640,000 (the
“First Acquisition”) and CUK and CLS entered into an associated put and call option
agreement (the “First Option Agreement”) im relation to the repurchase of the Shares by
CUK from CLS; ,

(c)  the Shares were subsequently sold by CLS to CLSA (the “Second Acqms:tion") and
CLS and CLSA entered into an associated put option agreement (the “Second Option
Agreement”) in relation to the repurchase of the Shares by CLS from CLSA; land

(d) VU issued a guarantee in favour of CLSA in respect of the obligations of[ CUK under
certain agreements relating to the above. |

as to enable the Repo Transaction to be unwound. As part of the unwind process, the First
Option Agreement will be amended, CLSA will require CLS to purchase the Shares in
accordance with the terms of the Second Option Agreement (the “Third Acquismoﬁ”) and CLS
will then require CUK to purchase the Shares in accordance with the terms of the First Option
Agreement (the “Fourth Acquisition”),

1t is now proposed that the Company éntet into & new direct term loan amrangement w\ér'th CLSA so

The assistance will take the form of: |‘

The Company eatering into the following documents and performing the transactions
contemplated by such documents: |

(@)  the Loan Agreement; i
()  the Debenture;

(¢)  the CUK Loan Agreement;
(d)  the Subordination Agreement; ,
(e)  the Fee Letter; \
{fy  the New Cash Pooling Agreement; and

(g}  any other documnents nccessary or desirable in connection with any of the abdve,

2 16620697 v5
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|
The Transaction Documents arc all on terms and subject to the conditions more particularly
described therein (a summary of the materia) terms of the Transaction Documents is set out in
Appendix D) and we declare that we have read and are fully familiar with such terms and
conditions. It is acknowledged and declared that the Company will execute the Loan Agreement
in the first instance and may then sign an amendment and restateent agreement in relation to the
Loan Agreement pursuant to which the other Obligors will accede to the Loan ‘Agreement as

parties prior to the first drawdown thereunder. l

Financial Assistance
The financial assistance will consist of the following: }
()  The Subscripticn i

CUK. incurred a liability for the purpose of the Subscription by incurring an obliga |'on to pay the
subscription price for the Shares. By entering into and performing the CUK Loan Agreement, the
Loan Agreement, the Debenture and the other Transaction Documents, the Company will or may
financially assist CUK, within the meaning of section 151(2) of the Act, to the extent that the
liability incurred by CUK for the purpose of the Subscription is reduced or discharged, within the
meaning of section 152(3)(b) of the Act, by restoring the financial position of CUK to what it was
before the Subscription took place.

()  The First Acquisition

CUK incurred a liability to CLS for the purpose of the First Acquisition by changing its financial
position, within the meaning of section 152(3)(a) of the Act, by entering into the First Option
Agreement. The First Option Agreement contains an obligation on CUK, in certain
circumstances, to make the Fourth Acquisition. By entering info and performing the CUK Loan
Agreement, the Loan Agreement, the Debenture and the other Transaction D cuments, the
Company will financially assist CUK, within the meaning of section 151(2) of the Act, to
discharge its liability under the First Option Agreement to make the Fourth Acquisition,

CLS incurred a liability for the purpose of the First Acquigition by incurring an obligation to pay
the consideration for the Shares. By entening into and performing the CUK Loan Agreement, the
Loan Agreement, the Debenture and the other Transaction Documents, the Company will or may
financially assist CLS, within the meaning of section 151(2) of the Act, to the extent that the
liability incurred by CLS for the purpose of the First Acquisttion is reduced or discharged, within
the meaning of section 152(3)(b) of the Act, by restoring the financia) position of CLS to what it
wag before the First Acquisition took place. |

(c) The Second Acquisition |

i

CLS incurred a liability to CLSA for the purpose of the Second Acquisition by changing its

financial position, within the meaning of section 152(3)(a) of the Act, by entenng into the Second
Option Agreement. The Second Option Agreement contains an obhgatxon on CLS, m certain
circumstances, to make the Third Acquisition. By entering into and performing the CUK Loan
Agreement, the Loan Agreement, the Debenture and the other Transaction Documents, the
Company will fipancially assist CLS, within the meaning of section 151(2) of the Aet, to
discharge its liability under the Second Optaon Agreement to make the Third Acquisition.

CLSA incurred a hiability for the purpose of the Second Acquisition by incurring a! obligation to
pay the consideration for the Shares. By entering into and performing the CUK Loan Agreement,
the Loan Agreement, the Debenture and the other Transaction Documents, the Company will or
may financially assist CLSA, within the meaning of section 151(2) of the Act, to fhe extent that
the liability incurred by CLSA for the purposes of the Second Acquisition Es reduced or
discharged, within the meaning of section 152(3)(b) of the Act, by restoring the financial position
of CLSA to what it was before the Second Acquisition took place. \

|
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(d)  The Third Acquisition

By entering into and performing the CUK Loan Agresment, the Loan Agreement, the Debenture
and the other Transaction Documents, the Company will give financial assistance iindirectly for
the purposes of the Third Acqnisition by providing CUK. with the finance requlrJ d by CUK to
make the Fourth Acquisition and therefore indirectly providing CLS with the ﬁnan&e required by

CLS to make the Third Acquisition. 4

By entering into and performing the CUK Loan Agreement, the Loan Agreement, the Debenture
and the other Transaction Documents, the Company will give financial assistance directly for the
purposes of the Fourth Acquisition by providing CUK with the finance required by QUK fo make

the Fourth Acquisition.

(¢)  The Fourth Acquisition

4 i 16620697 v5
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APPENDIX C |
UNIVERSAL MUSIC OPERATIONS LIMITED |
STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix C, the definitions contained in Appendix B and Appendix E shall aﬁply.
Persons who have acquired or will acquire shares
(1)  The person who has acquired the Shares under the Subscniption is Centenary UK Limited.

(2)  The person who has acquired the Shares under the First Acquisition is Credit Lyonnais
Securities.

(3)  The person who has acquired the Shares under the Second Acquisition is Credit Lyonnais
S.A.

(4)  The person who will acquire the Shares under the Third Acquisition is Credit Lyonnais
Securities,

(5) The person who will acquire the Shares under the Fourth Acquisition is Cjentenary UK
Limited. _‘
|
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APPENDIX D \

UNIVERSAL MUSIC OPERATIONS LIMITED |
STATUTORY DECLARATION IN COMPANIES FORM 155(6)(3)

In this Appendix D, the definitions contained in Appendix B and Appendix E shall afply.

The principal terms on which the assistance will be given are the following: |
j
1 Loan Agreement :
The principal terms on which the assistance will be given under the terms of the Loan Agreement
are: [
I
{a) the Lenders will make available to the Company a stetling term loan famhty in an
aggregate amount equal to £136 million bearing interest al the percentage r‘i\e per annum
equal to the aggregate of the applicable (i) LIBOR, (ii) Margin and (iii) Mandatory Cost,
‘with such interest being payable on the last day of each Term;

(b)  the Company will be able to borrow the loan by making a request to the Facﬂhty Agent on
or before 31 January 2003;

(c)  the Joan can only be used by the Company to advance funds to CUK under the CUK Loan
Agreement which in turn will enable CUK and CLS respectively to finan¢e the Fourth
Acquisition and the Third Acquisition respectively;

(&) the loan will be repayable in 36 approximately equal monthly instalments commencing on
1st January 2005; ‘

(e}  an up-front fee will be payable by the Company to the Facility Agent on #1gmng of the
Loan Agreement pursuant to the Fee Letter;

£)) mandatory prepayment of the loan and payment of Break Costs will be required in certan
circumstances including, inter alia, if it becomes unlawful in any jurisdiction for the
Lenders to perform their obligations or to maintain the loan, if the Company is in breach
of any Financial Covenant (which is not cured within 15 Business Day of£10tice of the

breach) or on a change of control of the UK Parent or VU {except where control of VU is
acquired by a company or other organisation with a Standard and Poor and Moody's long
term credit rating of BBB- and Baa3 respectively or higher and which is acceptab]e to the
Lenders in their sole discretion); ,

\

(g) the Loan Agreement will contain representations and warranties given by the Company
and each Obligor to each Finance Party in respect of itself and in respect of eath member
of the Materia] Group which is its Subsidiary (namely, in the case of the Company,
Aftitude Records Limited, Fiction Records Limited and Serious Records Limited);

(b}  the Loan Agreement will contain information covenants and other covenan | given by the
Company, the UK Parent and each Obligor to the Finance Parties and the Company will
have to pracure that, where a covenant is expressed to apply to each member of the
Material Group, each of its Subsidiaries complics with those covenants;

(i) the following events, arnongst other things, will constitute an Event of Def ult under the
Loan Agreement: |

(A) non-payment by the Company or an Obligor of|
payable by it under the Finance Documents; or |

6 f 16620697 v5
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|
|

(8)  non-compliance by the Company or an Obligor with|any term of
certain of the general covenants set out in clause 19 of the Loan
Apreement; or

(©)  non-compliance by the Company or an Obligor with any other
term of the Finance Documents other than clause 18 (Financial
Covenants) (unless remedied within 21 days); or

(D) 2 representation made or repeated by the Company or an Obligor
in any Finance Document or in any document delivered by or on
behalf of any Obligor under any Finance Document being
incorrect in any material respect when made or de:emcd 1o be
repeated (unless remedied within 21 days); or

(E)  any of the following occurring in respect of any meLnber of the
Group: |

|
(H any of its Financial Indebtedness is not paih when due
{after the expiry of any originally applicable grce period);
or

(2)  any of its Financial Indebtedness becomes [prematurely
due and payable, is placed on demand or isf capable of
being declared by a creditor to be prematurely due and
payable or being placed on demand, in each case as a
result of an event of default (howsoever described); or

(3) any commitment for its Financial Indebtedness is
cancelled or suspended as a result of an event of defauls
(howsoever described), T

unless, the aggregate amount of Financial Indebtednéss of (i) the
Group and (ii) the Material Group falling within paragraphs (1)-
(3) above is less than £ 1,000,000 and £ 500,000 respectively or
its equivalent or unless such event relates to a member of the Non-
Material Group and, in the opinion of the Majority Lenders, it
does not or could not reasonably be expected to give rise to a
Material Adverse Effect; or

(F) (i) any of the New Cash Pooling Agreement or the Elxisting Cash
Pooling Guarantees being called or being capable of ibeing called
in whole or in part or (ii) any sum being due and payable and not
being paid upder any agreement to which a membet of the
Material Group is party (unless such non payment/does not or
could not reasonably be expected to give rise tq‘ a Materia]
Adverse Effect); or |

(G)  the Company or any member of the Group being subject to any
Insolvency Event or Insolvency Proceeding or anyJ attachment,
sequestration, distress, execution or analogous event affecting any
asset of a member of the Group, having an aggregate value of
£ 50,000 and not being discharped within 21 days, in all cases
unless the event relates to 2 member of the Non-Material Group
and, in the opinion of the Majority Lenders, it does not or could
not reasonably be expected to give rise to a Material Adverse
Effect; or

7 I 16620697 vs
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|
(H)  the Company or any member of the Material Group ceasing, or
threatening o cease, to carry on all or a substantia] part of its
business in any material respect unless such event relates to a
member of the Non-Material Group and, in the opinion of the
majority Lenders, it does not or could not reasonably be expected
to give rise to a Matenal Adverse Effect or otherwise with the
prior written approval of the Majority Lenders (such approval not
to be unreasonably withold or delayed); or 7
)} any event occurring which is reasonably likely to havf; a Material
Adverse Effect; or |

@ ‘

(1)  any party to the Subordination Agreement (¢ther then a
Finance Party) not performing its obligations under the
Subordination Agreement for a period of 21 days without
remedy; or ;

(2)  any representation or wamanty given by any party in the
Subordmation Agreement (other than a Fingnce Party)
being incorrect in any material respect for a p‘?eriod of 21
days without remedy; or |

(3)  any other event occurring which has or coul ! reasonably
be expected to have a Matenal Adverse Effcctj or

{4)  the subordination created or purported to be created by the
Subordination Agreement (other than a Finance Party) not
being effective for a period of 21 days without remedy or
being alleged by a party 10 it (other than a Fi:}ancc Party)
to be incffective; or

(5)  any party to the Subordination Agreement (pther than a
Finance Party or Obligor) repudiating the Sybordination
Agreement or evidencing an intention to repudjate it; or

(K)  the Company or an Obligor ceasing to be a subsidiary of the UK
Parent other than either as a result of the merger of thF UK Parent
inte Universal Music (UK} Holdings Limited as expressly
permitted under the Loan Agresment or as part of a bona fide
Testucturing or reorganisation as expressly permitted under the
Loan Agreement or otherwise with the prior written c#nsem of the
Majority Lenders; or |

(L)  any of the Undisclosed Agency Arrangements, the All-in Fee
Agreement or any of the New Cash Pooling Agreement or
Existing Cash Pooling Guarantees or any Relevant Contract (as
referred to in the Debenture) being terminated, amended or
breached in a manner which is prejudicial in any material respect
to the rights and interests of the Lenders or terminated, except with
the prior written approval of the Lenders (such approTal not 1o be
unreasonably withheld or defayed);

(M) it being or becoming unlawful for the Company or an Obliger to
perform any of its obligations under the Finance Documents or
any Finance Document bemng ineffective (with such circumnstances
continning for a penod of 21 days without remedy) or being
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alleged by the Company or an Oblipor to be mcﬂ'eétwe for any
reason or the Company or an Obligor repudlatmg a Finance
Document or evidencing an intention to repudlate\ a Fipance
Document or any Security Document not creating the security it
purports to create (with such circumstances conti umg for a
penod of 21 days without remedy}); or

(N)  the auditors of the Company or any Qbligor quallf'me their report
on any audited accounts of the Company;

G on the occurrence of an Event of Default the Facility Agent will be entitled to) and will be

required to if so instructed by the Majority Lenders, by netice to the Company:
(AY  cancel the Total Commitments; and/or

(B)  declare that all or part of any amount outstandinJ under the
Finance Documents be immediately due and payible and/or
payable on demand by the Facility Agent acting on the
instructions of the Majority Lenders;

(k)  the Company wil] have to supply to the Facility Agent certain documents and other
evidence as a condition precedent to signature of the Loan Agreement and will have to
supply additiona] documents and other evidence as a condition precedent ﬂo making a
request for the draw-down of the loan; ‘

)] the Company will be entitled to voluntarily prepay all or part of the loan 0!1{0 Business

Days' notice, subject 1o the payment of Break Costs and provided that the prepayment is a
multiple of £10,000,000;

(m)  default interest will be payable on any sums not paid on the due date at a ra of 2% per
annum above the interest rate applicable under the Loan Agreement at the time when the
sums remain unpaid;

() the Company will have to pay to the Lenders any Increased Costs suffe ered by the
Lenders,

(0)  the Company will give financial covenants in respect of interest cover and debt payment
ratios with each covenant being tested in respect of a 12 month period ended on 31st
March, 30th June, 30th September and 315t December in each year;

(p)  the Company will have to indemmfy each Finance Party against any Iosi or hahlity
suffered by it as a result of it receiving any amount in respect of an Obligor’s liability
under the Finance Documents in a currency other than the currency prescnbcd by the
relevant Finance Document;

(@  the Company will have to indemnify each Finance Party against any losg or liability
which that Finance Party (in its absolute discretion action in good faith) determines will
be or has been suffered on account of tax in relation to a payment received or receivable
under a Finance Document, unless the tax is imposed on or calculated in the jurisdiction
of incorporation of that Finance Party by reference to the net income |received or
receivable by that Finance Party;

() the Company will have to indemnify each Finance Party against any loss or liability
suffered by it as a result of any Event of Default, any failure by an Obligor to pay any
sum on the due date, the loan not being drawn-down once requested (other than dug to the
negligence of that Finance Party) or the loan being prepaid in any manner not penmnitted
by the Loan Agreement; ‘
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(s)  the Company will have to pay all costs and expenses (including costs in rL:lation 10 the
financial assistance issue) incurred by the Facility Agent in connectibn with the
negotiation and preparation of the Finance Documents and any duly documented costs
and expenses incurred by any Finance Party in respect of enforcing the provisions of any
of the Finance Documents;

(t) the Company will have to procure that each person becoming part of the Ma&terial Group
will become an Additional Guarantor and Chargor under the Loan Agyeement and
Debenture;

(u)  the Company will have to procure that Deutsche Grammophon GmbH, Universal MCA
Musi¢c UK Limited and A&M Music Records Limited will each become an Additional
Guaerantor and Chargor under the Loan Agreement and Debenture priot to any request for
drawdown of the loan;

(v)  the Company will have to ensure that no later than the second anniversary of the date of
the Loan Agrcement an amount equal to the sum of £3,800,000 is deposited and
maintained in the Repayment Account and will have to ensure that the sum of £4,800,000
is deposited and maintained in the Interest Payment Account; and |

financial institution) in respect of interest rate fluctuations in a puncipal| or nominal
amount no greater than between 50 per cent. and 75 per cent. of the Total Commitments.

|

The principal terms on which the assistance will be given under the terms of the Debepture are:

(w)  the Company may enter into hedging arrangements with CLSA (or ano:rer bank or

2 The Debenture

(a) the Company and each other Chargor will, as primary obligoer, covenant with the Trustee
to pay or discharge the Secured Liabilities as they become due and payable in accordance

with the relevant Finance Documents; ;

before judgement and payable on demand) in the manner provided in the relevant Finance
Document from the due date umtil the date such amount is unconditionally and
irrevocably paid and discharged in full, save to the extent that interest at suchrate on such
amount for such period is charged pursuant to a relevant Finance Document and itself
constitutes a Secured Liability;

(v)  any amount not paid under the Debenture when due will bear interest (as fcll after as

(c)  all security created under the Debenture will be in favour of the Trustee, will be security
over alf present and fiture assets of the Campany and each other Chargor and will be
security for payment of the Secured Liabilities;

Chargor, will create a first legal mortgage and a first fixed charge over all freehold or
leasehold properties owned by it; .

|

(e)  the Company and each other Chargor, othet than the Property Chargor’f and the 1P

(d) the Company and each other Chargor, other than the Investment Chargm? and the IP
1

Chargor, will create a first legal mortgage and first fixed charge over any shares, bonds or
securities owned by it, which in the case of the Company will include its shares in Fiction
Records Limited, The Wild Card Label Limited, Attitude Records Limited|and Serious
Records Limited;

8] the Company and cach other General Chargor will create a first fixed charge on all plant
and machinery owned by it;

()  the Company and cach other Chargor, other than the Property Chargors, Island
Entertainment Group Limited and the IP Chargor, will oreate a first fixed charrge on all of
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|
its Tights in respect of any amount standing to the credit of any account it l"pas with any
person and the debt represented by it, which in the case of the Company will include its
interest bearing accounts nos. 8EB3033 with Citibank, Strand, London| 57167275,
70952362 and 30953237 with HSBC, Poultry, London and the accounts reguired fo be
opened with CLSA pursuant to the Loan Agreement; J

{(h) the Company and each other Chargor, other than the Property Chargors and the IP
Chargor, will create a first fixed charge over all of its book debts other than any which
arise in relation to certain accounts specified i the Debenture; aﬁ»

(i) the Company and each other General Chargor will assign absolutely, subject fto a proviso
for re-assignment on rederuption, all of its rights in respect of any contract pr policy of
insurance taken out by it or in which it hag an interest;

G) the Company and each other General Chargor will assign absolutely, subject to a proviso
for re-agsignment on rederoption, all of its nights in respect of any agreement to which it
is a party (including those set out in schedule 2 to the Debenture) but other than any
agreement which is not assignable or capable of assignment;

(k) the Company and each other General Charger would assign absolutely, subject to a
proviso for re-assignment or rtedemption, any and all damages, compensation,
remuneration, profit or other income which it may derive from any agreement which is
not assignabic or capable of assignment;

M the Company, each other General Chargor and the JP Chargor will create p first fixed
charge over all of its rights in respect of its Intellectual Property Rights and Domain
Names; |

(m) the Company and each other General Chargor will create a first fixed ch | ge over its
goodwill, the benefit of any authorisation held in connection with any Secur% Asset, the
right to recover compensation in respect of such authorisation, its uncalled capital, its
Repertaire and all rights and benefits under any agreement to which it is a party;

(n)  the Company and each other Chargor will have to pay on demand all duly | ocumented
costs and expenses (including legal fees) incurred by any Finance Party, receiver,
attomey, manager, agent or other person appointed by the Trustee in connection with the
Debenture and will bave to indemnify those persons against those costs aq'd cXpenses,
including any costs ansing from any breach of any law and rcgu]atiorr (including
environmental laws and regulations); ‘

(o)  the Company and each other General Chargor will create a first floating charge over all of
its assets not otherwise charged under the Debenture;

{r)  the Debenture will contain representations and undertakings given by the Company and
the other Chargors to each Finance Party; T

(@)  the secunty created by the Debenture will become immediately enforceable iﬂ an Event of
Default under the Loan Agreement occurs; and i

(r)  the Company's rights under the CUK Loan Agreement, the New VU Guarantee, the
UMYVD Guarantee, the UIM Guarantee and the VUE Guaraniee will be secured in favour

of CLSA and any subrogation or similar rights will be subordinated. :

The entry into of the Debenture by the Company is a condition precedent uniier the Loan
Agreement and by such entry the Company will, among other things, secure and be
responsible for the payment and discharge of its and each Chargor’s liabilities to any
Finance Party under each Finance Document to which it is a party (otlwcr than any
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obligation which would result in the Debenture contravening section 151 of the
Companies Act 1985),

3 The CUK Loan Agreement

The principal terms on which the assistance will be given under the terms of the CUK Loan
Agreement are that:

(a)  the Company will make available to CUK an inter-company loan in an amount equal to
£136 million for the purpose of financing the Fourth Acquisition and indirectly financing
the Third Acquisition;

(®)  the loan will be repayable in full on 31 December 2007 and otherwise on demand in
whole or in part by the Company if the Cornpany is required 1o make a payment of any
kind or amount under or pursuant to the terms of the Finance Documents;

(c)  interest will accrue on the loan at the rate of interest applicable to the Loan as noted at
paragraph 1(a) above plus 100 basis points per annum and be payable quarterly in arrears;
and

(dy  CUK will agree to pay or reimburse to the Company all costs, fees or expenses related to
the Company entering into the Loan Agreement or the related Finance Documents
including, but not limited to, any amounts payable under the Fee Letter and any legal,
accounting, compliamce or other administrative costs incurred by the Company in
connection with the Finance Documents.

4 The Subordination Agreement

The principal terms on which the assistance will be given under the terms of the Subordination
Agreement are:

(a) the Company will agree that from the date of the Subordination Agreement, all
Subordinated Intra Group Debt owed to it by an Intercompany Debtor (and related
claims) will be subordinated in rank, night of time and priority of payment, at all times
and in all circumstances to the Senior Facility Debt;

{b)  each Intercompany Debtor will undertake that it will not pay, prepay or repay any amount
of any Subordinated Intra Group Debt to any Intercompany Creditor without the written
consent of the Facility Agent and each Intercompany Creditor will undertake that it will
not demand of receive any payment, prepayment or repayment of any Subordipated Intra
Group Debt without the prior written consent of the Facility Agent;

{c) if any Intercompany Creditor receives any payment in respect of any Subordinated Intra
Group Debt it will be obliged to transfer the amount of that payment to the Facility
Agent, provided that an Intercompany Creditor will be entitled to receive payment of &
Subordinated Intra Group Debt from an Intercompany Debtor if there has been no Event
of Default and the payment is made in the normal course of cash management cperations;

(d)  if any Intercompany Debtor suffers certain insolvency events, the Facility Agent will be
entitled to prove for all of the Subordinated Intra Group Debt owed by that Intercompany
Debitor and each Intercompany Creditor will irrevocably authorise the Facility Agent to
prove for those debts on its behalf and will pay any distributions it actually receives to the
Facility Agent,

(e) each Intercompany Creditor will irrevocably appoint the Facility Agent as its attomey in
respect of anything that it has authorised the Security Agent to do under the
Subordination Agreement or anything that it is obliged 1o do under the Subordination
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Agreement but has failed to do so within 5 Business Days of notice requiring it to do so;
and

the Subordipation Agreement will contain certain undertakings and represeptations and
warranties to be given by the Company and each other Intercompany Debtor to the Scnior
Finance Parties;the Company will agree that from the date of the Subordination
Apreement, all Subordinated Intra Group Debt owed to it by an Intercompany Debtor
(and related claims) will be subordinated in rank, right of time and priority of payment, at
all times and in all circumstances to the Senior Facility Debt,

5 The Fee Letter

The principal terms on which the assistance will be given under the terms of the Fee Letter are:

(a)  payment by the Company of certain fees and costs to the Facility Agent in connection
with the Loan Agreement and the Debenture will be a condition precedent under the Loan
Agreement; and

(b)  the Company will pay an up-front fee to the Facility Agent of £ 1,904,000.

The payment of these fees by the Company will be reimbursed to the Company under the terms
of the CUK Loan Agreement by CUK.

6 The New Cash Pooling Agreement

The principal terms on which the assistance will be given under the terms of the New Cash
Pooling Agreement are:

(a)  the Company will guarantee, as @ continuing guarantee and regardless of any intermediate
payment, the liabilities to HSBC Bank PLC of each other party to the New Cash Pooling
Agreement and will undertake to pay to HSBC Bank PLC any sums owing to HSBC Bank
PLC on any account whatsoever from any other party to the New Cash Pooling
Agresment (including any sum for which those parties may be liable as surety); and

(b)  the Company will irrevocably appoeint the UK Parent as its agent in respect of any action
to be taken in connsction with the New Cash Pooling Agreement.
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APPENDIX E
UNIVERSAL MUSIC OPERATIONS LIMITED
STATUTORY DECLARATION IN COMPANIES FORM 155(6)(a)

In this Appendix E, the definitions contained in Appendix B shall apply.

Accession Agreement means a letter, substantiatly in the form of schedule 9 to
the Loan Agreement (form of accession agreement), with
such amendments as the Facility Agent may approve or
reasonably require.

Act means the Companies Act 1985 (as amended).

Additional Chargor means a member of the Group who becomes a Chargor
under the Debenture.

Additional Guarantor means a member of the Group which becomes a Guarantor
after the date of the Loan Agreement.

Affiliate means a Subsidiary or a Holding Company of a person or
any other Subsidiary of that Holding Company.

All-in-Fee Agreement means the agreement in respect of the all in fee
arrangements between inter alia each General Chargor, IP
Chargor and Universal Intemnational Music B.V. in the
form stated en its face to take effect on st July 2001 and
dated 31st July 2001.

Break Costs means the amount (if any) which a Lender is entitled to
receive subject 10 and in accordance with the Loan
Agreement as compensation if any part of the loan or
overdue amount is prepaid.

Bugsiness Day means a day (other than a Saturday or a Sunday) on which
banks are open for general business in London and Paris
and in respect of a rate fixing or 2 payment date in respect
of Sterling, London.

Charge of Intercompany Loans means the charge granted in favour of the Lenders by the
Subordinated Creditors over vatious Inter-Company Loans
in the agreed form under a Security Document.

Chargor means a8 General Chargor, an Investment Chargor, an IP
Chargor or a Property Chargor.
CLS means Credit Lyonnais Securities.
CLSA means Credit Lyonnais S.A..
Commitment means:
14 16620697 v$
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(@)  for CLSA, £136,000,000 and the amount of any
other Commitment it acquires; and

(b)  for any other Lender, the amount of any
Commitment it acquires,

to the extent not cancelled, transferred or reduced vnder

the Loan Agresment,
Company means Universal Music Operations Limited.
CUK means the UK Parent (as defined below).
CUK Loan Agreement means a Joan agreement to be made between the Company

and CUK whereby the Company will make available to
CUK an inter-company loan in an amount equal to £136
million for the purpose of directly financing the Fourth
Acquisition and indirectly financing the Third Acquisition.

Debenture means a security agreement to be made between the
General Chargors (1), the Investment Chargors (2), the
Property Chargors (3), the IP Chargor (4) and the Trustee
(5) whereby the Company and the other Chargors will
create a fixed and floating charge in favour of the Trustee
as security for all amounts owing by each Chargor to any
Finance Party under each Finance Document to which a
Chargor is party.

Domain Names means the domain names specified in the Debenture.

Existing Cash Pooling Guarantees means the joint and several cash pooling guaraniee
agreement dated 24th July, 2001 between certain members
of the Material Group and HSBC Bank pic.

Event of Default means an event specified as such in the Loan Apgreement.

Facility Agent means CLSA in its capacity as facility agent under the
Loan Agresment.

Fee Letter means the fee letter from the Facility Agent to the
Company setting out the amount of the up-front fee.

Finance Document means:
(@)  the Loan Agreement; or
(b))  the Fee Letter; or
(c) a Secunity Document; or
(d) the Suberdination Agreement; or

(&) an Accesgion Agreement; of
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a Transfer Certificate; or,

the VUE Guaraniee ; or

the Letter of Intent; or

any other document designated as such by the Facility
Agent and the Company.

meens the Facility Agent or a2 Lender.

means the financial covenants set out in clause 18.1 of the
Loan Agreement and described further in paragraph 1(o)
of Appendix D. :

means any indebtedness for or in respect of:

(2)
®
{©

(d)
(¢
6y

(g)
()

()

)

(k)

moneys borrowed and overdrafis; or
any acceptance credit; or

any bond, note, debenture, loan stock or other
similar instrument; oy

any redeemable preference share; or
any finance or capital lease; or

receivables sold or discounted (otherwise than on
a non-recourse basis); or

any debt redeemable in shares; or

the acquisition cost of any asset to the extent
payable after its acquisition or possession by the
party liable where the deferred payment is
arranged primarily as a method of raising finance
or financing the acquisition of that asset but, for
the avoidance of doubt, excluding any amounts
payable to a vendor under an earn-out provision on
account of income generated by that asset; or

any derivative transaction protecting against or
benefiting from fluctuations in any rate or price
(and, except for non-payment of an amount, the
then mark to market value of the derivative
transaction will be used to calculate its amount); or

any other transaction (including any forward sale
or purchase agreement) which has the commercial
effect of a borrowing; or

any counter-indemnity obligation in respect of any
guarantee, indemnity, bond, letter of credit or any
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other instrument issued by a bank or financial
institution; or

M any off-balance shect indebtedness (including
contingent financial liabilities excluding for the
avoidance of doubt contingent liabilities arising as
a result of legal or regulatory proceedings or
royalties payable to artists); or

(m) any guarantee, indemnity or similar assurance
against financial loss of any person in respect of
any item referred to in paragraphs (2) to (1) above.

means the Company, Go! Discs Limited, Go! Holdings
Limited, Polydor Limited, Mercury Records Limited,
Universal Island Records Limited, Universal MCA Music
UK Limited and A&M Music Records Limited.

means at the date of the Loan Agreement the UK Parent
and the companies listed in schedule 15 to the Loan
Agreement and thereafter each other Subsidiary of the UK
Parent which is acquired on or after the date of the Loan
Agreement unless the Company can demonstrate to the
satisfaction of the Facility Agent (acting reasonably in
good faith) that the principal business activity of that
Subsidiary is not primarily that set out in paragraph 2 of
schedule 14 of the Loan Agreement.

means an Original Guarantor or an Additional Guarantor.

means a holding company within the
meaning of section 736 of the Act.

means:
(a)  anadditional or increased cost; or

(b)  a reduction in the rate of retumn under a Finance
Document or on its overall capital; or

(c) a reduction of an amount due and payable under
any Finance Document,

which is incurred or suffered by a Finance Party or any of
its Affiliates but only to the extent attributable to that
Finance Party having entered into any Finance Document
or funding or performing its obligations under any Finance
Document.

means, in relation to a person, if that person:

(2) is, or is deemed for the purposes of any law to be,
unable to pay its debts as they fall due or is
insolvent; or
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admits its inability to pay its debts as they fall due;
or

suspends making payments on any of its debts or
announces an intention to do so; or

by rteason of actual or anticipated financial
difficuities, begins negotiations with any creditor
for the rescheduling of any of its indebtedness; or

has a moratorium declared in respect of any of its
indebtedness.

means, in relation to a person, if:

(a)

(b)

(¢)

(d)

(e)

ity

(g)

any step is taken with a view to a moratorium or a
composition, assignment or similar amangement
with any of its creditors, or

a meeting of its shareholders, directors or other
officers is convened for the purpose of considering
any resolution for, to petition for or to file
documents with a court for, its winding-up,
administration or dissolution or any such
resolution is passed; or

any person presents a petition, or files documents
with a count, for its winding-up, administration ¢r
dissolution except where such petition or filing is
frivolous or is being contested in good faith and
with due diligence and is struck out within 21
days; or

an order for its winding-up, administration or
dissolution 15 made; or

any liquidator, trustee in bankruptey, judicial
custodian, compulsory manager, receiver,
administrative 1eceiver, administrator or similar
officer is appointed in respect of it or any of its
assets; or

its directors, shareholders or other officers request
the appointment of, or give notice of their
intention to appoint, a liquidator, trustee in
bankruptcy, judicial custodian, compulsory
manager, receiver, administrative receiver,
admimistrator or similar officer; or

any other analogous step ot procedure is taken in
any jurisdiction.

means patents, trade marks, trade names, rights in designs
(including registered designs and design rights), copyright
(including without Jimitation copyright in literary works,
dramatic works, musical works, artistic works, films,
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sound recordings, broadcasting rights and performance
rights), database rights, rights in know-how and all other
intellectnal property nights, in each case whether
registered or unregistered and including applications for
grant of any of the foregoing and all rights or forms of
protection having equivalent or similar effect to any of the
foregoing which may subsist anywhere in the world now
or in the future, in each case, whether registered or not.

means those companies described as such in the
Subordination Agresment in their capacity as ¢reditors in
relation to, or to whotn any Obligor may at any time have
any liability or obligaticns (present or future, actual or
contingent, joint or several) for or in respect of any
Subordinated Intra Group Debt.

means any debt incurred by an Obligor and outstanding to
an Affiliate of the Company.

means ¢ach Obligor in its capacity as a debtor in relation
to, or who is at any time liable for or in respect of, any
Subordinated Intra Group Debt.

means each Intra Group Lean Agreement which
documents or otherwise relates to any Subordinated Intra
Group Loan and any and all agreements and other
instruments under or by which any Subordinated Intra
Group Debt is, or any amount in respect thereof is,
putstanding, evidenced, secured or guaranteed, in each
case as and including any instrument pursuant to which
the same is novated, varied, supplemented or amended
from time to time,

means any loan granted by an Obligor to an Affiliate of
the Company.

means the interest bearing cash reserve blocked account
opencd with the Facility Agent by the Company and
secured by the Debenture.

means Universal Music (UK) Holdings Limited, Universal
Music Leisure Limited, Centenary UK Limited and lsland
Entertainment Group Limited.

means Deutsche Grammophon GmbH.

means CLSA together with any other person who
becomes, in accordance with the terms of the Lean
Agreement, a Lender under the Loan Agreement.

means the letter from VU to CL in which VU agrees that it
will rot, inter alia, camy out a similar or the same
business activity (directly or indirectly) as any of the
Group based in the UK.
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means for 2 Term of any Loan or overdue amount:
(a) the applicable Screen Rate; or

(o) if no Screen Rate is available for the relevant
currency or Term of the Loan or overdue amount,
the arithmetic mean (rounded upward to four
decimal places) of the rates, as supplied to the
Facility Agent at its request, quoted by the
Reference Banks to leading banks in the London
interbank market.

means the principal amount of the borrowing under the
Loan Agreement or the principal amount outstanding of
that borrowing.

means a credit facility agreement initially to be made
between the Company, the Facility Agent and the Lenders
and subsequently, prior to any drawdown of the Loan, to
be made between the UK Parent (1), the Company (2), the
Original Guarantors (3), the Original Chargors (4), the
Lenders (5) and the Facility Agent (6) whereby the
Lenders will make available to the Company a sterling
term loan facility in an aggregate amount equal to £136
million for the purpose of directly financing the Fourth
Acquisition and indirectly financing the Third Acquisition.

means, at any time, Lenders:

(a) whose share in the outstanding Loan and whose
undrawn Commitments then aggregate 66%/3 per
cent. or more of the aggregate of all the
outstanding Loan and the undrawn Commitments
of all the Lenders; or

() if the Loan is not then outstanding, whose
undrawn Commitments then aggregate 66%/3 per
c¢ent. or more of the Total Commitments; or

{c) if the Loan is not then outstanding and the Total
Commitments have been reduced to zero, whose
Commitments aggregated 66%/ per cent. or more
of the Total Commitments irmmediately before the
reduction.

means the cost of complying with certain regulatory
Tequirements, expressed as a percentage rate per annum

and calculated by the Facility Agent under schedule 5 to
the Loan Agreement (calculation of the Mandatory Cost).

means 2.25 per cent. per annum.

means a matetial adverse effect on:
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(a)  the financial condition of the Company or the
Material Group which has or is reasonably likely
to have a material adverse effect on the ability of
any Obligor to perform its obligations under the
Finance Documents; or

(t)  the ability of any Obligor to perform any of its
payment or other material obligations under any of
the Finance Documents; or

(t)  the enforceability or validity of any Finance
Document or the effectiveness of any Security
Interest (which, in the opinion of the Lenders
(acting Teasonably) is not immaterial) purported to
be created pursuant to any Security Document or
the nghts and remedies of any Finance Party.

means each Obligor and the Subsidianies of Mercury
Records Limited, Polydor Limited, Island Entertainment
Group Limited and the Company.

means the cash pooling guarantec to be made between
HSBC Bank PLC and, inter alia, each of the Company,
Universal Island Records Limited, Polydor Limited and
Mercury Records Limited.

means the guarantee to be granted by VU in favour of the
Company in connection with the CUK Loan Agreement.

means the recording agreements set out in part 3 of
schedule 2 to the Debentute.

means each member of the Group which is not a member
of the Material Group.

means the Company, a Guarantor, a Chargor or an
Additional Chargor.

means Go! Discs Limited, Go! Holdings Limited, Mercury
Records Limited, Polydor Limited, Universal Island
Records Limited and Universal Music Leisure Limited.

means Island Entertainment Group Limited, Centenary
UK Limited, Universa) Music (UK) Holdings Limited and
210 South Street Property Company Limited.

means Credit Lyonnais S.A..

means 210 South Street Property Company Limited.

means CLSA, Royal Bank of Scotland and Société
Générale and any other bank or financial institution
appointed as such (with the approval of the Company) by
the Facility Agent under the Loan Agreement.
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Repayment Account means the interest bearing cash reserve blocked account
opened with the Facility Agent by the Company and
secured by the Debenture.

Repertoire means master tapes, “neighbouring rights” to recording
nights, royalty entitlements, collecting society receivables.

Screen Rate means the British Bankers Association Interest Settlement
Rate (if any) for the relevant currency and texm displayed
on the appropriate page of the Reuters screen selected by
the Facility Agent. If the relevant page is Teplaced or the
gervice ceases to be available, the Facility Agent {afler
consultation with the Company and the Lenders) may
specify another page or service displaying the appropnate
rate.

Secured Liabilities means all present and future obligations and liabilities
{whether actual or contingent and whether owed jointly or
severally or in any other capacity whatsoever) of each
Chargor to any Finance Party under each Finance
Document to which a Chargor is a party, except for any
obligation which, if it were so included, would result in
the Debenture contravening section 151 of the Act,

Security Assets means all assets (including without Jimitation the
Intellectual Property Rights) of each Chargor the subject
of any security created by the Debenture.

Security Document means:
(a) the Debenture;,
(b) the Charge of Intercompany Loans,
()] gach Share Pledge; and

(d)  apy other document evidencing or creating
security over any asset of an Obligor to secure any
obligation of any Obligor to a Finance Party under
the Finance Documents.

Security Interest means any mortgage, pledge, lien, charge, assignment,
hypothecation or secumity interest or any other agrecment
or arrangement having a similar effect.

Senior Facility Debt means any and all obligations or liabilities (present or
future, actual or contingent, joint or several) payable or
ewing by any Obligor to any Senior Finance Party under
the Finance Documents.

Senior Finance Parties MEans:
(a) a Lender;
22 16620697 v5

DOCSPRI:17196340.4
604B16-20088 ISM




31, DEC. 2002 11221

Shares

Share Pledge

Subordination Agreement

Subordinated Creditors

Subordinated Intra Group Debt

Subsidiary

Term

Total Commitments

Transfer Certiflcate

Trustee

UM

DOCSPRE17196340.4
604816-20088 ISM

ORRICK 33 1 53537501

(b)  the Facility Agent; and/or

fc) any successor, transferee, replacement or assipnee
of any of the above.

means 2,045 fixed rate, non-redeemable preference shares
of £1 each in the capital of the Company.

means each share pledge entered imto by each Obligor in
favour of the Finance Parties on ot about the date of the
Loan Agreement in the agreed form under the Debenture.

means a subordination agreement 10 be made between the
Company, the Facility Agent, the Obligors and the
Subordmated Creditors.

means each Affiliate of the Company which is the ¢reditor
of an Intercompany Loan as notified to the Facility Agent
by the Company in writing in accordance with the Loan
Agreement together with any other Affiliate of the
Company which becomes a creditor in respect of an Inter-
Company Debt from time to time and which accedes to
the Subordination Agreement in accordance with the
Finance Documents.

means any and all oblipations or Nabilities (present or
future, actual or contingent or joint or several) payable or
owing by any Intercompany Debtor to any Intercompany
Creditor which constitute Inter-Company Debt.

means:

(a)  a subsidiary within the meaning of section 736 of
the Act; and

{b) unless the context otherwise requires, a subsidiary
undertaking within the meaning of section 258 of
the Act,

means each period determined under the Loan Agreement
by reference to which interest on the Loan or an overdue
amount is calculated,

means the Commitments of all the Lenders.

means a certificate, substantially in the form of schedule 6
to the Loan Agreement (form of transfer certificate), with
such amendments as the Facility Agent may approve ot
reasonably require or any other form agreed between the
Facility Agent and the Company.

means CLSA in its capacity as agent and trustee for the
Finance Parties under the Debenture.

means Universal International Music BV ..
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UIM Guarantee means the agreement 10 be made between UM and the
Campany whereby UIM will agree to issue a guaranteg in
favour of the Company and an indemnity in favour of the
directors of the Company.

UK Parent or CUK means Centenary UK Limited.
UMVD means Universal Music & Video Distribution Corp.
UMVD Guarantee Agreement means the agreement to be made between the Company

and UMVD whereby UMVD will agree to issue a
guarantee to the Company and an indemnity to each of the
directors of the Company in each case in the form attached
to the UMVD Guarantee Agreement.

Undisclosed Apency Arrangements means the undisclosed agency arrangements as described
in schedule 13 to the Loan Agreement.

YU means Vivend: Universal 5. A..
YUE Entity means VU and each of its Subsidiaries,
YUE Guarantee means the guarantee in the agreed form in favour of the

Finance Parties and the Company pursuant to which
Vivendi Universal S.A. agrees to pay on demand en
amount equal 10 50 % of all Inter-Company Debt owed by
each Obligor to a VUE Entity from time to time to the
extent that Obligor is in default of its payment obligations
towards that VUE Entity and where any subrogation or
similar nights to which VU is or may be entitled are
subordjnated pursuant to the Subordination Agreement.
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Elf ERNST & YOUNG

Auditors’ report to the directors of Universal Music Operations Limited
pursuant to section 156(4) of the Companies Act 1985

We have examined the attached statutory declaration of the directors of Universal Music
Operations Limited (“the Company”) dated 31 December 2002 in connection with the proposal
that the Company should give financial assistance for the purchase of 2,045 of the Company’s
issued share capital.

Basis of opinion

We have enquired into the state of the Company’s affairs in order to review the bases for the
statutory declaration.

Opinion
We are not aware of anything to indicate that the opinion expressed by the directors in their

declaration as to any of the matters mentioned in section 156(2) of the Companies Act 1985 is
unreasonable in all the circumstances.

yB S

Ernst & Young LLP
Registered Auditor
London

31 December 2002




