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l\,,lichael Jackson, who ruled the pop charts beforc st^rggling with mounting debls and legal troubles, began dismantling his empire Thursday by agreeing lo
sell a porlion of his beloved music publishing catalog lhatfeatures h,ls by the Beatles and dozens of other stars.

To avoid foreclosure on several loans, Jackson signed a $325- million refinancing agreemenl that would require him to sell haif of his 50% stake in
Sony/ATV Music Publishjng to partner Sony Corp. wilhin the next few years. Proceeds will pay off a large porlion oflhe performer's debl, owed primarilyto
New York hedge fund Fortress lnvestment Grcup.

The deal js a coup for Sony, which has long hoped lo acquire a larger inlerest in the thousands of copytights owned by Sony/ATV, which include 251
Beatles songs and Bob Dylan's "Blowin'in the Wind.'People familiarwith the deal, who asked nol to be named, said that Sony was likelyto pay Jackson
about $250 million.

The Sony/ATV catalog is valued at aboul $1 billion, but is expecled to be worth more bylhe time Sony buys half of Jackson's stake because revenue has
grown by more lhan 10% in the last two years.

Repaesentatives for Jackson and Sony/ATV declined to comment on the deal.

A slarsince he was a child pedorming with his brothers in lhe Jackson 5, lhe singeis 1983 solo album "Thrille/' rcmains one of the top sellers of all lime. In
1990. Forbes estimated his nel worth at $175 million.

But as his celebrity grew, so did Jackson's overhead. His lifestyle became more exlravagant and he acquired lavish homes and a collection of exolic
animals- At the same lime, Jackson's music sales slowed because his public persona was hurt by a civil suit that alleged he had molested a child.

That suil was settled oul of court in 1994. But in 2004, Jackson was indicted on criminal child-moleslation charges involving another plaintiff. He was
acquitled of those charges lasl year.

The seeds of Thursday's agrcement look rool last spring, when Bank ofAmerica represenlalives approached Jackson about a looming repayment deadline
on a $270-million loan collateralized by the singer's inleresl in Sony/ATV.

Jackson, who was then awaiting tdal on the criminal child- molestation charges, authorized his advisors to negotiate a solution that would have erased his
debls and provided him with income of about $'10 million a year, according to someone who participaled in the negolialions. As part of the agreement, Sony
Corp. would have plrchased halfthe singe/s interest in Sony/ATV for $200 million to $250 million.

But al lhe last minute, sources close to those negotiations say, Jackson balked at the deal. Overthe objections of Jackson's advisors, Bank ofAme ca ihen
sold the loans lo Forlress.

When the Fortress-owned loans came due in oecember,lhe singer lacked sufficient funds lo repaylhem. Sony officiais including Chief Financial O'fficer
Rob Wiesenthal, wonied that Fortress might seize Jackson's interest in Sony/ATV, helped lhe singer negotiate an extension. But the loan's interest rate
inc,eased to aboul 20% a year and the total amount owed ballooned to more than $300 million.

Jackson also felocated to Bahrain, making the possibililylhat he could jump-start his recoding and touring careef even more remote

On lhe advice of Bahraini and new Los Angeles-based con5ullants, Jackson negotialed Thursday's deal, in which the singer may receive less than was
proposed last year.

Jackson, who according to 2005 court testimonywas spending $30 million more a yearthan he earned, will still collect profits from his remaining 25% share
in Sony/ATV, and will receive royalties from his own composilions, which remain separale from Sony/ATV. However, lhe publlshing righls of those songs wiil
be used as collateralfor the refinanced loan, putting them at dsk if Jackson defaults.

"There's no more people in the shadows to help him out." said Debra Opri, an attorneywho represents Jackson's parenls. "He's selling ever},thing because
no one else willfinance him.'

Another beneficiaryofthe agreemenl is Los Angeles music attomey John Branca, who has been aliernately embraced and spurned by the mercuial
Jackson throughout much of the singe/s career. Branca helped structure Jackson's purchase of the Beatles' and others' copyrights in 1985 for $47.5 million.

Today, those assets are worlh more than 10 times thal, and sources say Branca, who owned 2.5% of the Sony/ATV venture, has akeady pocketed as much
as $20 million when Jackson bought out his share as part of Thurday's refinancing agreement.

Citing a confidentiality agreement, Branca refused to discuss Jackson's reflnancing orlhe lerms of his agreement wilh lhe singer.

When Jackson firsl purchased the copydghts thai have now spared him from defaulling on his debts, few imagined he would ever need saving.

In '1983, after releasing '"Thriller," the singer mel with Branca in the den of lhe Jackson family home in Encino. He told the lawyer that he wanted to slart
acquiring the copyrights of famous songs.

Jackson had recently dined wilh former Eeatle Paul McCartney, who explained that copyrighl owners typicallyget a portion of revenue generated by a song.
A few months later, Blanca told Jackson thal a company ownino the copyrights on hundreds of Beatles tunes, including "Yesterday'and "Let lt Be," was on
the market, and the singerjumped at the chance to buy it.
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That company, an entertainment conglomerate named ATV, had purchased the Beatles' publishing company in 1969 as well as copyrights on more than
4,000 songs by other artists.

Jackson told his advisors he wanled ATV as much foremotional as financial reasons.

"Michaelwas very determined to buy the songs,'said Gary Stiffelman, a music altomeywho helped negotiate Jackson's purchase ofATV.'He feels a real
connection lo the masterpieces and be wanled to own the legacy."

Branca structured the ATV acquisition and contjnued to represent Jackson, negotialing sponsorship deals lhat were then some oflhe richesl in hislory. But
in 1990 Jackson cut his lies to the attorney al the urging of other advisors. Jackson dismissed Branca by passing a note to an associate that said, 'Tell John
Branca and Karen a paralegal l'm sorryand I love them."

Wilhin three years, Jackson was in a downwa.d spiral. In 1993, around the time he publicly sought treatment for addiction, Jackson offered Branca 5% of his
future poecls if he would again represent him. Branca began increasing ATV'S holdings by acquiring the copyrights of Elvis Presley songs and such tunes
as "Great Balls of Fire,"'When a Man Loves a Woman' and 'Love Train."

In 1995, Jackson merged ATV with Sony Music Publishing. Sony, betling thal lhe singer and the songs he owned would be popular for years, paid him $1'15
million and agreed to contdbute future compositions by other artists. As a Gsult, todayJackson prcfils from the tunes of Destiny's Child and WillSmith,
among others. The Sony/ATV catalog generales an estimaled $80 million in yearly rcvenue, about halffrom Bealles songs.

After Jackson was accused of child moleslaiion for the second lime in 2004, he again distanced himselffrom Branca and other adviso.s who had guided his
career for years.

Bythen Jackson was spending most of his time in seclusion on his 2,600-acre Neverland Ranch in the Sanla Ynez Valley. His legallroubles were
multipling. ln the two years since, Jackson has been Bued al leasl fourtimes, accused offailing lo pay $3.3 million in overdue bills.

Since his relocaiion lo Bahrain, Jackson has shultered Neverland and sold or removed many oflhe tigers and otheranimals thal llved there. He also agreed
to pay more than $300,000 in back wages to the dozens of Nevedand slafithat were laid off.

Bul as Jackson cuts back on his expenses, the most painful belt tighlening may be the loss of half his ownership stake in lhe Beatles calalog.

'There's no question it's the most valuable thing l\4ichael has left," said Stiflelman, the music atlorney. The songs, he added, "hold enormous emotional
value."

lustratlonl
Caption: Pl'lOTOr ADVISOR: Michael Jackson was aided by L.A. music atlorney John Branca, righl, in his 1985 purchase of lhe catalog.: PHOTO:
ADVISOR: Michael Jackson was aided by L.A. music attomey John Branca, right, in his 1985 purchase of lhe calalog.
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