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OPERATING AGREEMENT
OF
FRIENDS VENTURES LLC

A New York Limited Liability Company

OPERATING AGREEMENT of FRIENDS VENTURES LLC dated as of
Apepsteplember 2014 (this "Agreement”) by, among and between FRIENDS VENTURES
LLC, a Mew York limited liability company (the "Company™), LEON D. BLACE, an individual
with an address at 760 Park Avenue, New York, New York 10021 (“Black™) and RONALD 5.
LAUDER, an individual with an address at (“Lauder™) (each
of Black and Lander is a “Member™ and collectively the “Members™).

WHEREAS., the Members have formed the Company as a New York limited lability
company pursuant to the Limited Liability Company Law of the State of New York, as amended
(the "Act");

WHEREAS, the expressed primary purpose of the Company is to purchase and hold the
property listed on Exhibit A (the “Property™) as investiment property: and

WHEREAS, the Members and the Company desire to enter into this Agreement in order
to state the terms and conditions of the ongoing operation and management of the Company:

NOW, THEREFORE, in consideration of the premises and the agreements herein
contained and intending to be legally bound hereby, the Members and the Company hereby agree
as follows:

L FOEMATION

1.1 Formation; Mame; Office. The Members have formed the Company under
and pursuant to the Act to be conducted under the name "FRIENDS VENTURES LLC." The
business office of the Company shall be cfo Elvsium Management LLC. 445 Park Avenoe, Suite
1401, New York, New York 10022,

1.2 Purposes. The purposes for which the Company has been formed are:
[E)] To purchase and acquire the Property as investment property;

(b} To own, maintain, finance, sell, dispose of and otherwise deal with
the Property: and
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<) To take any and all actions and o engage in any and all activities
which are incidental or reasonably related to, or necessary or desirable in connection with, any
purposes of the Company as described herein.

1.3 Duration. The term of existence of the Company commenced on the date
that the Articles of Organization of the Company (the "Articles™) were duly filed with the Secretary
of State of the State of New York and shall be perpetual, unless the Company is earlier dissolved
in accordance with either the terms and provisions of this Agreement or the Act.

1.4 Registered Agent. The registered agent of the Company upon whom
process against the Company may be served shall be Corporation Services Company. 80 State
Street, Albany, New York. If the Company's registered agent shall ever resign, then the Members
shall promptly appoint a successor.

I1. CAPITAL CONTRIBUTIONS

21 Initial Capital Contributions by the Members.

() As soon as practicable following the date on which this Agreement
is executed and delivered by all of the parties hereto. each Member shall make a cash capital
contribution to the Company (collectively, the "Initial Capital Contributions" ) by wire transfer of
immediately available funds in an amount equal to fifty percent (30%) of the acquisition cost (the
“Acquisition Cost™) of the Property (including, without limitation, hammer price, buyer’s premium
and applicable salesuse tax). as such amount is set forth opposite the name of such Member on
Exhihit B.

(b} In consideration for each Member's Initial Capital Contribution,
effective as of the date of such contribution-the- Company-has-issuedio, each Member respectively,
shall have a membership interest in the Company (a "Membership Interest™) equal to the
percentage of the aggregate Membership Interests in the Company {"Percentage of Membership
[nterest”) set forth on Exhibit B, Exhibit B shall reflect the name, address, Membership Interest
and the Percentage of Membership Interest of each Member and shall be revised, amended or
modified to reflect the issuance. redemption or Transfer (as defined in Section  1(a) of this
Agreement) of any Membership Interests.

22 Additional Capital Contribiitions.

() Subject to Section 2.2(b), no Member shall be obligated to make
additional capital contributions (an " Additional Capital Contribution” and, together with the Initial
Capital Contributions, the "Capital Contributions") to the capital of the Company in excess of such
Member's Initial Capital Contribution.  Except as otherwise provided in Section 2.2(b), each
request by the Company for Additional Capital Contributions shall be made only upon the prior
unaninous consent of the Members and shall be made by the Members on a voluntary basis, but
the making thereof shall not affect the Percentages of Membership Interests of the Members unless
otherwise agreed by the Members.
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(b} Each Member shall be obligated to make an Additional Capital
Contribution to the capital of the Company for purposes of funding the Company Expenses (as
hereinafter defined) and for such other Company purposes as determined by the Members. Each
request by the Company for an Additional Capital Contribution pursuant to this Section 2.2(h)
shall be made only upon the prior consent of each Member., which consent shall not be
unreasonably withheld,  The Additonal Capital Contribution of each Member to fund the
aggregate capital requested by the Company shall be made on the basis of the Percentage of
Membership Interest of such Member. The Members intend that “Company Expenses™ shall
include, without limitations,: (i) insurance covering the Property as provided in Section 3.4 (should
the Company elect toinsure the Property), (i) all fees and expenses of appraisers for any appraisals
that are contemplated by this Agreement, (iii) all maintenance, conservation and restoration costs
and expenses for the Property, including without limitation, cleaning, re-framing and the costs of
periodic condition reports and condition reports requested by a Member pursuant to Section 3.2,
{iv) any costs or expenses (including legal fees) incurred with respect to any claim made relating
to the authenticity or ownership of the Property and (v) the costs and expenses for packing and
shipping the Property from Christie’s (London) to the Permitted Location of the first Member
entitled to the possession of the Property under this Agreement. To the extent that a Member
incurs a Company Expense, such Member shall have a right of reimbursement against the other
Member for such other Member's pro rata portion of the expense attributable to such other
Member's Percentage of Membership Interest. The other Member shall make such reimbursement
within thirty (30} days after a reasonably substantiated demand in wrting. The net expense of
each Member for such Company Expense shall be treated as an additional Capital Contribution of
such Member.

23 Members' Liability. Except as otherwise expressly provided in the Act, the
debis, obligations and labilities of the Company. whether arising in contract, tort or otherwise,
shall be solely the debts. obligations and liabilities of the Company. and no Member shall be
obligated personally for any such debt, obligation or liability solely by reason of being a Member.
Except as otherwise expressly provided in the Act, the liability of each Member shall be limited to
the amount of Capital Contributions required to be made by such Member in accordance with the
terms and provisions of this Agreement, but only when and to the extent the same shall become
due and payable pursuant to the terms and provisions of this Agreement

24 Withdrawal of Capital. No Member shall have the right to withdraw any
part of its Capital Contributions prior to the liguidation and termination of the Company pursuant
to Adticle X of this Agreement, unless such withdrawal 15 provided for in this Agreement.

235 Uses of Capital Contributions, Interest on Capital Contributions.  All
Capital Contributions received by the Company shall be utilized by the Company for Company
purposes as determined by the Members. Except as otherwise provided in this Agreement, no
interest shall accrue on any of the Capital Contributions.
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.  THE PROPERTY OF THE COMPANY

3l Title to the Property of the Company. Title to the Property and o any and
all other property, real, personal. intangible or mixed. owned by, or leased to, the Company shall
be held in the name of the Company. Neither Member shall have any right, at common law or
otherwise, to partition the Property or any other property of the Company.

iz Possession of the Property. Each Member will have the right to possess and
use the Property for revolving two-vearperiods commencinacomprized of two and one half vears
(each. a "Possession Period™). Each Possession Period will commence on the date that a Member
takes initial possession of the Property pursuant to this Section 3_2-{each-a-"Possession-Period™ ).
EachPossession-Perod-wit-be-based-on-two-years —each-comprised-of 365-duys, and will not
include any days in which the Propeity is in transit from a Permitted Location (as defined herein).
ThedemberswitHlipaeoir-to-determine-which-MemberLauder will be the first Member entitled
to possess the Property heretmder—The st ember-entitediollowing its acquisition by the
Company. Lander shall, with the approval of Black, make arrangements to pack, crate and ship
the Property from Chiistie’s (London) to a Permitted Location designated by Lauder via a cominon
carrier acceptable to both Members. Prior to the end of each Possession Period, the Member in
possession of the Property (the “Possessing Member™) shall, with the approval of the other
Member (the “Other Member™), make arrangements to pack, crate and ship the Property to a
Permitted Location designated by the Other Member via a commaon carrier acceptable to both
Members. Each Possessing Member shall, wpon the reguest of the Other Member, obiain and
deliver to the Other Member, a condition report setting forth the condition of the Property as of a
date within fifteen (15} days but not more than thirty (30) days prior to the expected transfer of
paossession of the Property to the Other Member. In the event such a request 1s made, the Members
shall jointly select and agree upon a conservabor to prepare such condition report. In the interest
of continuity, the Members shall endeavor to use the same conservator to prepare each condition
report.  The Property may only be held by either Member during such Member’s respective
Possession Period in one of the locations set forth on Exhibit O attached hereto (a “Permitted
Location™). Any locations not included on Exhibit C (including any museums or other cultural
institutions, should the Property be loaned) must be approved in writing by both Members. Neither
Member may enter into any loan agreements with museums, foundations or other cultural
institutions without the prior written consent of the Other Member.

33 Care of the Property. Each Member shall exercise the same care with
respect o the Property as such Member does in the safekeeping of comparable property of his
own. Each Member shall notify the other Member immediately upon discovering that the Property
has been lost, damaged or stolen. Unless sufficient time does not allow, due to an emergency (e.g..
fire) or other exigent circumstances that would result in increased damage to the Property if there
was any delay, the Possessing Member shall not restore. conserve, un-frame or otherwise alter the
Property without the prior written consent of the Other Member which consent will not be
unreasonably withheld, delaved or conditioned. Upon reasenable notice to the Possessing
Member, the Other Member may inspect the Property at a reasonable time.
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34 Insurance: Liability for Loss or Damage.

() It the Company elects to insure the Property, it shall insure the
Property under a fine arts insurance policy providing for wall-to-wall coverape against “all risks™
of physical loss or damage at all times. Such insurance must be in form and content satisfactory
to both Members and must insure the Property with “agreed amount” basis coverage for at least
the current fair market value of the Property as determined by the most recent Annual Appraisal
or Qualified Appraisal (each as hereinafter defined) (the “Current Walue™) for loss, damage or
destruction {such term and its variants to include without limitation the loss of the Property due o
theft, flood., earthquake and terrorism). Such insurance shall be provided as follows: a stand-alone
policy covering only the Property, issued by a carrier or carriers (collectively, the “insurer™)
licensed to do business in the State of New York and having an - Best rating of “A” or better,
maming the Company as insured. The policy shall be primary and shall not contain any term or
provision that requires it to sit in excess of any other insurance policy. The policy shall name the
Company as loss payee in the event of loss, damage, or destruction of the Property. The Company
shall not modify, alter, cancel. change or terminate any insurance coverage or policy described in
this Section 3.4(a), or any term, provision, condition, requirement or other part thereof or with
regard thereto except with the prior written consent of each Member. The policy shall be endorsed
to provide for at least sixty (60) days’ written notice to the Company of any modification,
alteration, cancellation, change or termination of any coverage, whether such modification,
alteration, cancellation, change or termination 15 initiated by the insurer or by a Member or the
Company.

1] (1) It the Company elects not to insure the Property for any period
of time. each Member agrees, at its own expense. © insure the Property under an all risk fine arts
insurance policy, wall-to-wall against “all risks” of physical loss or damage during each such
Member's Possession Period and while the Property is in transit from the Possessing Member's
Permutted Location to the Other Member's Permitted Location, for any portion of such time that
the Company is not providing insurance coverage for the Property. Such insurance must be in
form and content satisfactory to both Members and must insure the Property with “agreed amount™
basis coverage for at least the Current Value for loss, damage or destruction (such term and its
wariaits to include without limitation the loss of the Property due to theft, flood, earthquake and
terrorism).  Such insurance shall be provided as follows: issued by an insurer licensed o do
business in the State of New York and having an . Best rating of “A” or better, naming the
Company and the Other Member as insureds or additional insureds and as loss payees. The
coverage and policy shall provide for severability of interest such that the acts or omission of one
Member, including without limitation failure to comply with the terms and conditions of any
insurance policy. shall not allow the insurer to reduce or avold coverage with respect to the Other
Member. The policy shall name the Company, the Possessing Member and the Other Member as
sarmed-rstredinsureds and loss paveepayees, (o the extent their inferests appear, in the event of
loss, damage, or destruction of the Property, wttheeveragendependenttrom—and regardless of
any defenses the insurer may have against— the Possessing Member. The Members agree to not
modify, alter, cancel, change or terminate any insurance coverage or policy described in this
Section 3.4, o any term, provision, condition, requirement of other part thereof or with regard

5
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thereto except with the prior written consent of the Company or the Other Member. The policy
shall be endorsed to provide for at least sixty (60) days” written notice 1o the Company and each
Member of any modification. alteration, cancellation, change or termination of any coverage,
whether such modification, alteration, cancellation, change or termination is initiated by the insurer
or by a Member or the Company.

(i} Each Member obtaining insurance will obtain a certificate of
insurance and additional insured and loss payee endorsements naming the Company as the insured
or additional insured and as loss payee, in a manner and using a form satisfactory to the other
Member, with respect to the Property and agreed amount coverage for loss or destruction and
evidencing compliance with the insurance requlremenh of |]m Agreemem The Memher i-mi
entitled to possession shall as seon as possible after i
Apreementreceiving the foregoing certificate and endorsements, but not later thd:n ﬁilt’:&n dd}'\ { |5}
pr mr 1o the commencement of his P-;:».»ewum Period, deliver said documents to the Other Member
= 5. Each Member agrees to pay any and all deductibles
relating to h|~. insurance coverage t'm' the Property.

<) Motwithstanding any other provisions of this Agreement. each
Member (the “Indemnifving Party™) agrees (o assume absolutely and unconditionally all liability,
and to fully reimburse and indemnify the Company (the “Indemnified Party™), for any and all loss,
damage or destruction to the Property or any part thereof occurring during the Indemnifying
Party’s possession of the Property, which shall include the time during which it is in transit to the
Other Member hereunder. regardless of the cause of such loss, damage or destruction and
regardless of whether or not the Indemnifyving Party is at fault with respect to such loss, damage
or destruction. It is expressly understood by the Members that by the agreement set forth in this
Section 3.4(c). the Indemnifying Party agrees to be fully liable for any and all such loss, damage
or destruction, regardless of whether or not the Indemnifying Party has received any insurance
proceeds or obtained insurance for the Property, regardless of any defenses, exclusions, exceptions
or limitations in any insurance, regardless of the insolvency of any insurer, and regardless of the
degree of care exercised by the Indemnifying Party. In the event of any loss or destruction of the
Property, the Indemnifying Party shall be liable to the Indemnified Party for the Current Value. In
the event the Property is damaged but not destroyed, the Indemnifving Party shall be liable to the
[ndemnified Party for the Damage Value (as hereinafter defined). If the Indemnified Party actually
receives payvment from the insurer equal to the Current Value or the Damage Yalue, as the case
may be, the Indemnifving Party shall have no further liability to the Indemnified Party: provided,
however, if the loss, damage or destruction is directly or indirectly the result of or caused by any
act, omission or error constituting gross negligence or willful misconduct by the Indemnifying
Party or anyone on his behalf or any of his or their employees, agents, officers, directors,
representatives or contractors, the Indemnifying Party’s liability shall not be so limited. “Damage
Walue™ shall mean the cost of repairing and restoring the Property after it has been damaged and
the diminution in its value, it any, measured by its Current Walue immediately prior to such damage
minus its fair market value as determined by appraisal in accordance with Section 3.3(d) after such
restoration and repair {the “Restoration Date™).
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35 Appraisal of the Property: Fair Market Yalue.

{a) Annual Appraisal. For purposes of determining that the Froperty is
adequately insured, the Company or the Member providing insurance in accordance with Sections
34a) or 3.4b) hereof, as the case may be, shall obtain an annual appraisal of the fair market value
of the Property by an appraiser acceptable to both Members (the “Annual Appraisal™). The Annual
Appraisal need not be a Qualified Appraisal. A “Qualified Appraisal™ shall mean an appraisal
meeting the requirements of Treasury Regulation $1700A-13(c)3) or any successor provision
thereto.

(b} Deceased Member's Membership Interest.  Whenever, upon the
death of'a Member (a “Deceased Member™), a Qualified Appraisal is required to initially determine
the Purchase Price of thea Membership Interest-{such-eapitahized-terma-ashereiafier-defimedt,
such appraisal shall be prepared by a gualified independent appraiser selected by the personal
representatives of the estate of the Deceased Member (the “Executors™) and the surviving Member
{the “Surviving Member™). 1f they are unable to agree upon such appraiser, each of the Executors
and the Surviving Member shall select a qualified independent appraiser to prepare a draft
appraisal report. ThE two appraisers shall select a third appraiser who shall review the draft reports
and select the report thal-bestsupperts—thedetesmination—et, 10 such third appraiser’s opinicen,
better reflects the fair market value of the Membership Interest as of the Deceased Member's date
of death. The qualified independent appraiser who produced the selected report shall prepare the
Qualified Appraisal that initially determines the Purchase Price.

tebc) Damage ValueFosced Sale. Whenever an appraisal is required to
determine the Damage Value purﬁuanl o Section 14{c} quch apw:ma] shall be prepared h],' an
nppmmr selected the Members. -

selected by e E-;ue:.unu s e thae 'sur\-mnn J'»-Iemhe: li-each-caseofIf they are unable to agree
upon such appraser, each of the Members, or each of the Executors and the Surviving Member,
as the case may be. shall select an appraiser and the two appraisers so selected shall select a third
appraiser to appraise the fair market value of Property as of the Restoration Date-or-the-Effective
Bate-fas-hereinafierdefinedy;, as shall be applicable. Each appraiser shall render an appraisal and
the results of the three appraisals prepared shall then be averaged to determine the fair market
value of the Property as of the Restoration Date-ee-the-Effective Date, as the case may be.
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36 Reproduction of the Property. Subject to the copyright rights of the
Company or any third party, each Member may photograph, elecast, or reproduce the Property
for its own educational. catalog, publicity, promotional and merchandising purposes. Other uses
of the Property™s image by a Member, commercial or otherwise, may be allowed only with written
permission from the Company. Notwithstanding the foregoing, no provision of this Agreement
shall limit the right of either Member to reproduce the Property in connection with archival,
insurance-related or other internal matters. To the extent either Member owns or acquires any
copyright in the Property. such copyright shall be conveyed by such Member to the Company.
Any gross proceeds of leensing photographs, telecasts or reproductions of the Property (less all
direct costs and expenses) (“Net Proceeds™) shall be remitted to the Company.

3.7 Credit Lines. All credit lines, signage, display labels, narratives, video, and
all other media shall include the following credit ling: “Anonymous,” unless both Members agree
that another credit line may be used. Each Member shall submit to the Company for its advance
review and approval the proposed text of all credit lines. signage, and display labels, such approval
not 1o be unreasonably delayed or withheld.

iR Individual Expenses Eelating o the Froperty. Each Member shall be
responsible for the costs and expenses incurred by such Member in connection with the
performance of his obligations under this Agreement and the exercise of his privileges under this
Agreement (collectively, “Individual Expenses™), including without limitation, the following costs
and expenses: (a) all reasonably necessary out-of-pocket costs incurred in connection with the use
of the Property while in a Possessing Member™s possession, including without linntation, expenses
related o the display of the Property (such as installation costs, costs of lighting, efc) and
insurance covering the Property as provided in Section 3.4 (should the Company elect not to insure
the Property), (b) the costs and expenses required to deliver the Propenty to the possession of the
Other Member, and (¢} if a Member loans the Property to a museum, foundation or other cultural
institution as provided in Section 3.2, the costs and expenses for packing and shipping the Property
to and from the borrowing institution and insurance covering the Property during the loan period
and while in transit, unless the Members otherwise agree.

IV, MANAGEMENT OF THE COMPANY

4.1 Management of the Company. The Company shall be managed by the
Members, acting unanimously. The Members shall be the sole persons with the power to bind the
Company, except and to the extent that such power is expressly delegated to any other person or
entity by the Members.— : il i L QT
Mlanrgers,

4.2 Officers of the Company. The Members may appoint officers of the
Company who shall be authorized to perform such actions for and on behalf of the Company as
the Members shall determine. The President, Vice President, Secretary and Treasurer of the
Company shall be the individuals as may be appointed by the Members from time to time, which
individuals shall serve until the earlier of their retirement, removal, death or disability. The
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Members andfor, to the extent determined by the Members, any officers or other authorized
persons appointed by the Members shall each have the power and authority to do any and all acts
necessary of convenient to or for the furtherance of the purposes of the Company set forth in this
Agreament.

43 General Powers of Members. Any and all decisions concerning the business
and affairs of the Company shall be made by the Members, acting unanimously. Without limiting
the generality of the immediately preceding sentence. the Members shall, acting unanimouwsly,
have the power and anthority to do all things necessary or convenient to carry out the business and
affairs of the Company.

Y. DUTIES OF MEMBERS.

51 Mo Compensation.  Each Member acknowledges and agrees that such
Member shall not be entitled to any fee, salary, bonus or other compensation payviments in respect
of any services performed by such Member on behalf of the Companv—it-beine-the-intention-aid
agreementamong-the-partieshereto-thet-the Memberswill reeeive-thre-distrbitions-provided-for

52  Confidentiality. Each Member, on behalf of such Member and such
Member's affiliates, covenants and agrees that such Member and such Member's affiliates shall
retain in strict confidence, and shall not wse for any purpose whatsoever, of divilge, disseminate
or disclose to any third party (other than in furtherance of the business purposes of the Company
or as may be required by law) all proprietary or confidential information relating to the Company’s
activities, including, without limitation, the ownership, maintenance, sale or other disposition of
the Property. The provisions of this Section 3.2 shall survive and continue to bind the Company’s
Members notwithstanding the termination of this Agreement or any Member's ceasing to be a
Member of the Company.

¥I. MEETINGS AND VOTING OF MEMBERS

6.1 Unamimous Approval of the Members. MNotwithstanding any provision
contained in this Agreement o the contrary. no act shall be taken, sum expended, decision made,
obligation incurred or power exercised by any Member on behalf of the Company except with the
unanimous consent of the Members.

VIIL ACCOUNTING PROVISIONS

7.1 Fiscal and Taxable Year. The fiscal and taxable year of the Company shall
be the calendar year. unless the Members designate a different fiscal or taxable vear.

7.2 Books and Accounts.

EFTA00595453



HF DEAFT
EAS908/14

() Complete and accurate books and accounts shall be kept and
maintained for the Company at the Company’s principal place of business or at such other place
as the Members shall select. Such books and accounts shall be kept for fiscal and tax purposes on
the cash or accrual basis, as the Members shall determine, and shall include separate accounts for
each Member. A list of the names and addresses of the Members shall be maintained as part of
the books and records of the Company. Each Member or such Member's duly authorized
representative, at such Member's own expense and upon delivering advance written notice o the
Company, shall at all reasonable times have access to, and may inspect and make copies of, such
books and accounts and any other records of the Company.

(b} Al funds received by the Company shall be deposited in the name
of the Company in such bank account or accounts as the Members may designate from time to
time, and withdrawals therefrom shall be made upon the signature of the Members or upon such
other signatuie or signatures on behall of the Company as the Members may designate from time
to time. All deposits and other funds not needed in the operation of the Company's business may
be deposited in interesi-bearing bank accounts, in money market funds, or invested in treasury
bills, certificates of deposit, U5 government security-backed repurchase agreements or similar
money market instruments, or funds investing in any of the foregeing or similar types of
investments.

73 Financial Beports.

fa) At the request of a Member, the Company shall provide each
Member, on or about April 1 of the following vear, with financial statements including a balance
sheet and the related statements of income and changes in Company capital and changes in
financial position for the prior vear.

(b} The Company shall endeavor to canse to be prepared and filed, on
or before their respective due dates (as the same may be extended). all tax returns of the Company
and shall take all action as may be necessary to permit the Company’s regular accountants to
prepare and tmely file such returns. Schedule K-1 shall be sent to each Member as soon as
practicable after the end of each taxable vear.

74  Tax Elections. Any elections required or permitted to be made by the
Company under the Internal Bevenue Code of 1986, as amended (the "Code™), shall be made by
the Members in such manner as the Members shall determine. In the event of an audit of the
Company by the Internal Revenue Service (the "IRS"), a Member, appointed by both Members,
shall act as the "tax matters partner” pursuant to Section 62310an7) of the Code, and such tax
matters pariner shall comply with all of its obligations as such under the Code and the regulations
promulgated thereunder, provided that any action such ax matters pariner undertakes shall be
subject to prior consultation with and consent by the other Member.

1.5 Expenses. To the extent practicable, all expenses of the Company shall be
billed directly to, and be paid by, the Company. Notwithstanding the immediately preceding

Lo
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sentence, all expenses and disbursements relating to the preparation of this Agreement. including,
without limitation, fees and expenses of outside counsel, shall be borne equally between the
Members.

VI TRANSFERS OF MEMBERSHIP INTERESTS: RIGHTS ON DEATH OF A
MEMBER

Bl General Prohibition on Transfer.

{a) Subject to Section 8.5, without the prior consent of each Member,
no Member shall sell, convey, transfer, assign, mortgage, pledge, hypothecate, or otherwise
encumber in any way, of otherwise dispose of {collectively, a "Transfer") all or any portion of their
Membership Interest, except to another Member or as otherwise permitted by this Article VIIL

[13)] Each Member shall hold all or any part of its Membership Interest
and the economic interest therein, on the date hereof or hereafter acquired. subject to the provisions
of this Article VIIL

B2 Further Limitations on Transfers of Members” Membership Interests.

[E)] In no event may a Transter be made if the Transfer would result in
the dissolution of the Company pursuant to the Act. In making the determination whether a
Transfer will result in such a dissolution either Member may require the assignee to furnish at such
assignee’s expense an opinion of counsel passing on this issue.

(b} In noevent may a Transfer be made to (and no substitute Member
shall be admitted o the Company who is) a person who has been adjudged o be insane or
incompetent.

B3 Effect of MNon-Permitted Transfers.  Any attempted Transfer of the
Membership Interests of a Member not permitted by this Article VI {a "Non-Permitted Transfei”)
shall be null and void and have no effect whatsoever on the Company or its Members.

B4 Restrictions on Becoming a Substituted Member., Notwithstanding any-
other provision of this Agreement to the contrary. an assignee or transferee of a Membership
[nterest shall not, without the prior unanimous consent of the Members be admitted as a Member
or have any rights in the Company other than the right o receive the distributions and allocations
relating to the Membership Interest transferred unless such assignee or transferee holds such
Membership Interest pursuant to a Transfer permitted by this Article WII1

B5 PutiCall Rights on Death of a Member.

{a) Survivor's Call Right. In the event of the death of a Member, the
Surviving Member shall have the right (the “Survivos’s Call Right™) to purchase from the estate
of the Deceased Member (the “Estate™) the Membership Interest of the Deceased Member (the

11
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“Deceased Member's Interest™), which right may be exercised by the Surviving Member™s delivery
of a written notice (the “Call Notice™) of the exercise of such right to the Executors within five (5)
months following such death (the “Call NedicePeriod™).

[ Estate’s Put Righe. o the event that the Survivor's Call Right is g
exercised, the Executors shall have the vight to-sell- the herest to-the Surviving Member (the

“Lstaie’s Put Right™owhich right may be-exercised by the Execotors™ delivery of a wriden notice

fei(b) Purchase Price. The “Purchase Price” for the Deceased Member’s
Imterest to be paid -pursuant to Section 8.5(a) er-#50-shall be the fair market value of the
Deceased Member's Interest as of the Deceased Member's date of death and shall be initially
determined by a Qualified Appraisal (the “Appraised Value™) in accordance with Section 3.5(b+).
The Purchase Price for the Deceased Member™s Interest shall be paid (in cash) by the later of the
expiration of the Call Period or ninety (20} days following the determination of the Appraised
Walue: provided, however, that if the fair market value of the Deceased Member’s Interest as

finally determined for federal estate tax purposes, taking into consideration any election that may
be made under Section 2032(a) of the Code if applicable (the “Estate Value™), is greater or less
than the Appralqed Walue, l.hen the P'urchase Pm:e shall be thE Eslate Value. $he-llu+t-hae.e—llj-u.-e

A-pgamqe;ed—‘u—a-]-&e.—ﬁﬂhm ninety {"91]} days following the dﬂermnmtmn of the Estate Value, the
Members agree as follows:

(1) If the Estate Walue is greater than the Appraised Value, the
Surviving Member shall deliver to the Executors cash equal to the difference between the
Appraized Value and the Estate Value (the “Difference™).

(i) It the Estate Value is less than the Appraised Value, the
Executors shall deliver to the Surviving Member cash equal to the Difference.

f(c)  Estate’s Call Right, Theln the event that the Survivor’s Call Righi-
is not exercised within the Call Period, the Estate shall have the right (the “Estate’s Call Right™)
to purchase from the Surviving Member his Membership Interest: (the “Sorviving Member's

Interest”), which right may be exercised by the Executors” delivery of a written notice of the
exercise of such right I[T.he “Emte 5 Lall MNotice’ } o me Sur'.wmg Member within tea-HHb-days

three (3) months following the
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Surviving Member's Membership Interest shall be expiration of the fair market value of such
interestas—efCall Period {the date—of-the—"Estate’s Call Notice—{the—“Valuation Date™)-as
determed by appraisal v sceordance with Section 3. 5eh Such puarchase mst e completed
WM—W—&MM&EWHHMPEJ iod ™).

(dy Estate’s Call Right Purchase Price. The “Purchase Price™ for the
Surviving Member's Intergst to be paid pursuant to Section 8.3(c) shall be the Appraised Value as
determined in accordance with Section 3.5(h). The Purchase Price for the Surviving Member’s
Interest shall be paid {in cash) by the later of the expiration of the Estate’s Call Period or ninety
(907 davs following the determination of the Appiaised Value: provided, however, if the Estate
Walue of the Deceased Member™s Interest would have resulted in a higher or lower Purchase Price
fior the Surviving Member’s Interest, then the Purchase Price payahle pursuant to this Section (d)
shall be appropriately adjusted to reflect such Estate Value. Within ninety (90) days following the
determination of the Estate Value, the Members agree as follows:

(il If the Estate Value would have resulted in a higher Purchase
Price, the Executors shall deliver to Suiviving Member cash equal to the Difference

{ii} If the Estate Walue would have resulied in a lower Purchase
Price, the Surviving Member shall deliver to the Executors cash eqgual to the Difference.

titHe) Forced Sale of the Property. HIf the Survivor does not exercise the
Survivor's Call Right and the Executors do not exercise the Estate’s Call Right. then the Company
shall, as soon as practicable after the expitation of the Estate’s Call Right, sell the Property to a
third party and distribute to the Estate and the Surviving Member their respective pro rafa

partenportions of the net sale proceeds m pmpmlm o the:r respecuve Percentage-i af
M&mbershlp Intereat {the “Fnr::ed Sale™). B ;

Compary—5Such sale shall be conducted by a major fine art auction house acceptable to both the

Executors and the Surviving Member and on terms acceptable to both of then.

IX. DISTRIBUTIONS AND ALLOCATIONS

9.1 Definitions. As used in this Agreement, the following terms shall have the
following meanings:

(@) “Available Net Cash Flow” means all cash receipts of the Company
and the fair market value of any property received in connection therewith, from whatever source
derived including, without limitation, indebtedness incurred less (x) payment of all of the
Company's expenses including, without lmitation. debt service. payment of unincorporated

13

- Formatted: Underline

{ Formatted: Outline numbered + Leval: 3 + Numbering

Swyle: a, b, €, . + Saet at: 1 + Aligrenent: Lelt + Aligned at:

L5 + Indent at: 0"

EFTA00595457



HF DEAFT
EAS908/14

business taxes, attorneys’, accountants’ and other professional fees, brokers” fees, all expenses of
the sale of assets, closing costs, appraisal costs, transfer taxes, recording fees, charges and taxes,
and all expenses, the payment of which is deferred to be paid out of sale o other disposition of a
capital asset (a "Capital Transaction™) and (y) an amount of a reasonable reserve determined by
the Members in accordance with generally accepted accounting principles, consistently applied for
the payment of such amounts.

(b} “Treasury Regulations™ means the Income Tax Regulations and
Procedures and Administration Regulations promulgated under the Code, as amended from time
Lo [ime.

92 Distributions of Available Net Cash Flow.

() The distributions of Available Net Cash Flow of the Company shall
be made to the Members upon the receipt of cash proceeds for the disposition of the Property and
otherwize as and when determined by the Members, ratably. in accordance with the Percentage of
Membership Interest of each Member.

[13)] Whenever a distribution of Available Net Cash Flow is made by the
Company in accordance with this Section 9.2, the Company shall provide a notice to each Member
including in reascnable detail the computation of the aggregate Available Net Cash Flow so
distributed.

9.3 Withholding., The Company 15 authorized to withhold from distributions,
or with respect to allocations, to the Members and to pay over to any foreign, federal, state or local
government any amounts required to be withheld pursuant to the Code or any provisions of any
other foreign, federal, state or local law and shall allocate such amounts to the Members with
respect to whom such amounts were withheld. All amounts withheld pursuant to the Code or any
provisions of foreign, state or local ax law with respect to any payment or distribution to the
Company or to the Members shall be treated as amounts distributed to the Members pursiant to
this Agreement for all purposes under this Agreement.

94 Capital Account; Allocations, Etc.

{a) A capital account (“Capital Account™) shall be created and
maintained for each Member with respect to the Member's Membership Interest in a manner
consistent with Section 704 of the Code and Treasury Regulations thereunder, in particular
Treasury Regulation Sections 1.704-1 and 1.704-2.

(b} The Company’s items of income, gain, loss, and deduction for each
taxable vear shall be allocated among the Members in a manner that will, as nearly as possible
{proportionately), cause the Capital Account balance of each Member at the end of such taxable
wear to equal the hypothetical distribution (if any) that such Member would receive if, on the last
day of the taxable vear, (1) all Company assets. including cash, were sold for cash equal to their
book value {as determined and adjusted under Code Section 7040(b)), taking into account any
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adjustments thereto for such taxable vear, and (ii) the net proceeds thereto (after satisfaction of
liabilities, limited with respect to each nonrecourse liability to the book value of the asset securing
such hability) were distributed in full pursuant to Section 9.2,

) The Company shall have the “gualified income offset” provision
described in Treasury Regulation 1704-10b3( 23 (d 30, The Company shall also make special
allocations of its items of income, gain, loss and deduction consistent with Treasury Regulations
under Section 704 of the Code.

() The Members, by mutual consent, may make such adjustments to
the determination and allocation among the Members of its items of income. gain, loss, deduction
and credit, as are necessary or appropriate o comply with requirements of the Code and the
Treasury Regulations.

4.5 Mo Return of Distributions. No Member shall have any obligation to refund
to the Company any anwount that shall have been properly distributed to such Member pursuant to
this Agreement. subject, however, to the rights of any third party creditor under law.

96 Allocations between Assignor and Assignee Members, In the case of a
Transfer, the assignor and assignee shall each be entitled to receive distributions of Available Net
Cash Flow and allocations of the Company™s income, gain, loss, deduction and credit as follows:

() Unless the assignor and assignee agree to the contrary and shall so
provide in the instrument effecting the Transfer, distributions shall be made to the person owning
the Member's Membership Interest on the date of the distribution: and

(b} The allocation of the Company™s income, gain, loss, deduction and
credit shall be made based on the “closing of the books™ method unless the parties to the Transfer
request another method which is approved by the non-Transferving Member.

9.7 Deficit Capital Accounts. Except as otherwise provided herein or under the
Act. no Member shall be reguired at any time to make up any deficit in his Capital Account

9.8 Distributions to and Allocations among the Members, as a Class. Wherever
a provision of this Agreement requires a distribution to or an allocation among the Members or a
select group of Members "as a class™, such distributions and allocations shall be made to each
Member in the proportion that the amount distributable or allocable to such Member pursuant to
such provision bears to the amount to be distributed to or allocated among all of the Members
pursuant to such provision.

X. DISSOLUTION. LIQUIDATION AND TERMINATION OF THE COMPANY

101 Grounds. The Company shall be dissolved and its affairs wound up upon
the occurrence of any of the following events:

15
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(@) the sale or other disposition of the Property:
(b} the unanimous approval of the Members: or

(4] the occurrence of any other event which requires dissolution under
the Act.

1.2 Mo Right o Retire, etc. or Cavse Dissolution. No Member shall have the
right to retire, resign or withdraw (as such terms are wsed in the Act) as a Member or otherwise
cause, voluntarily or involuntarily, a dissolution of the Company other than as expressly permitted
under the Act, or under Article VIIT hereof, and any such action or any such dissolution caused by
a Member. other than as so permitted, shall be null and void and shall constitute a breach by such
Member of his obligations under this Agreement. Notwithstanding any provision in the Act to the
contrary, no Member shall be entitled to any payment or distribution upon any such action or upon
ceasing to be a Member of the Company for any reason, except as may be expressly provided to
the contrary in this Agreement. This Section 10.2 expressly overrides any rights to distributions
or other payments to which a Member of any assignee thereof might otherwise be entitled under
any provision of the Act.

103 Liguidation. Upon dissolution of the Company, the lquidation of the
Company shall be conducted in accordance with this Article X and the Act. The liguidation shall
be conducted and supervised by a person who shall be designated for such purpose by the Members
(the person for such purpose so designated being herein referred to as the "Liguidating Agent").
The Liguidating Agent shall have all of the rights and powers with respect to the assets and
liabilities of the Company in connection with the liquidation and termination of the Company that
the Members have with respect to the assets and liabilities of the Company during the Term.
Without limiting the foregoing, the Liguidating Agent is hereby expressly aothorized and
empowered o execute and deliver any and all documents necessary or desirable to effectuate the
liguidation and termination of the Company and the transfer of any asset or liability of the
Company. The Liguidating Agent shall have the right from time to time, by revocable powers of
attorney. to delegate o one or more persons any or all of such rights and powers and such authority
and power to execute and deliver documents, and, in connection therewith, to fix the reasonable
compensation of each such person, which compensation shall be charged as an expense of
liguidation.

10,4 Sttements on Termination,  Each Member shall be fumished with a
statement prepared by the Company’s regular accountants setting forth the assets and liabilities of
the Company as of the date of complete liguidation, and each Member's share thereof. Upon
compliance with the distribution plan set forth in Section 1005 of this Agreement. the Members
shall cease to be such, and the Liguidating Agent shall execute, acknowledge and cause to be filed
where appropriate under law Articles of Dissolution of the Company.

10,5 Priority on Liguidation. The Liquidating Agent shall, to the extent feasible,
liguidate the assets of the Company as promptly as shall be practicable. To the extent the proceeds
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are sufficient therefor, as the Liguidating Apgent shall deem appropriate. the proceeds of such
liguidation shall be applied and distributed in the following order of priority (the "Liguidation
Dristribution™):

() To pay the costs and expenses of the liquidation and termination;
(b} To pay the matured or fixed debts and liabilities of the Company:

<) To establish any reserve that the Liguidating Agent may deem
necessary for any contingent, unmatured or unforeseen liability of the Company: and

(o) The balance, if any, shall be distributed to the Members in the same
manner as Available Net Cash Flow is distributable to the Members under Section 9.2 of this
Agregment.

106 Distribution of MNon-Liguid Assets. I the Ligquidating Agent shall
determine that it is not practicable to liquidate all of the assets of the Company, then the
Liguidating Agent shall canse the fair market value (including the far market value of the Property,
to the extent applicable) of the assets not so liguidated to be determined by appraisal by an
independent apprajser or appraisers. Such assets. as so appraised, shall be retained or distributed
bry the Liguidating Agent as follows:

() The Liguidating Agent shall retain any assets having a fair market
walue equal to the amount, if any, by which the net proceeds of liguidated assets are insufficient to
satisfy the debts and liabilities of the Company (other than any debt or liability for which neither
the Company nor the Members are personally liable), to pay the costs and expenses of the
dissolution and liquidation, and to establish reserves, all subject to the provisions of Section 10.5
of this Agreement. The foregoing shall not be construed, however, to prohibit the Liquidating
Agent from distributing, pursuant to Section 1006(b) of this Agreement. property subject to liens
at the value of the Company’s equity therain.

(b} The remaining assets (including, without limitation, receivables, if
any} shall be distributed to the Members as enants-in-common of undivided interests therein in
such proportions as shall be equal to the respective amounts to which each Member 1s entitled
pursuant to Section 10.5(d) of this Agreement.

c) Mothing contained in this Article X or elsewhere in this Agreement
is intended to cavse any in-kind distributions to be treated as sales for value.

1.7 Orderly Liguidation. A reasonable time shall be allowed for the orderly

liguidation of the assets of the Company and the discharge of liabilities to creditors =0 as (o
minimize the losses normally attendant upon a liguidation.

17
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XL MISCELLANEOUS PROVISIONS

L.l Governing Law. This Agreement shall be governed by, and construed in
accordance with, the laws and decisions of the State of New York, without regard to conflict of
law rules applied in such State.

11.2 Consent to Jurisdiction. All actions and proceedings arising out of, or
relating to, this Agreement shall be heard and determined in any state or federal court sitting in
Mew York County, New York, New York, The undersigned, by execution and delivery of this
Agreement, expressly and irrevocably consent and submit to the personal jurisdiction of any of
such courts in any such action or proceeding; (1) consent to the service of any complaint,
summons, notice or other process relating o any such action or proceeding by delivery thereof to
such party by hand or by certified mail, delivered or addressed as set forth in Section 11.4 of this
Agreement: and (1) waive any claim or defense in any such action or proceeding based on any
alleged lack of personal jurisdiction. improper venue or forum non conveniens or any similar basis,

1.3 Oral Modification. This Agreement constitutes the entire understanding
among the parties hereto. Mo waiver or modification of the provisions of this Agreement shall be
walid unless it is in writing and signed by the party to be charged and then only to the extent therein
set forth.

114 Maotices. Wherever provision is made in this Agreement for the giving of
any notice. sich notice shall be in writing and shall be deemed o have been duly given if mailed
by first class United States mail, postage prepaid, addressed to the party entitled to receive the
same or delivered personally to such party at the address specified below. or if delivered
personally. telegraphed, telexed, sent by facsimile transmission or sent by overnight courier, if to
the Members, to the addresses therefor set forth on Exhibit B, and if to the Company, to it at

Friends Ventures LLC

Cio Elysium Management LLC
445 Park Avenue, Suite 1401
Mew York, New York 10022,
Telephone No.: 646-589-0302
At Eileen Alexanderson, CIO
With a copy o

Herrick, Feinstein LLP

2 Park Avenue

Mew York, WY 10016
Telephone Mo.: (212) 5921400
Attn: Frank Lord, Esqg.

or to such other address, in any such case, as any party hereto shall have last designated by notice
to the Company.  All such notices, requests and other communications will (1) if delivered
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personally to the address as provided in this Section, be deemed given upon delivery. (i) if
delivered by facsimile transmission to the facsimile number as provided in this Section, be deemed
given upon the completion of the facsinile ransmission, if the receipt is confirmed, and (i) if
delivered by mail in the manner described above to the address as provided in this Section, be
deemed given upon receipt (in each case regardless of whether such notice, request or other
communication is received by any other person to whom a copy of such notice, request or other
communication is to be delivered pursuant to this Sec. 11,40

1.5 Captions.  The captions wsed in this Agreement are intended for
convenience of reference only, shall not constitute any part of this Agreement and shall not modify
or affect in any manner the meaning or interpretation of any of the provisions of this Agreement.

1.6 Pronouns. All pronouns and any variation thereof shall be deemed to refer
to the masculine, feminine or neuter, singular or plural, as the identity of the person or persons
may require.

1.7 Execution. This Agreement may be executed in counterpants, and as so
executed shall constitute one agreement binding on the Company and the Members.

.8 Amendments. This Agreement may be amended only by written consent of
all of the parties hereto.

119 Binding Effect. Except as otherwizse provided herein, this Agreement shall
be binding upon and shall inure to the benefit of the respective heirs, executors, administrators,
legal representatives, and permitted successors and assigns of the parties hereto.

LI Severability. Inm case any one or more of the provisions contained in this
Agreement or any application thereof’ shall be deemed invalid, illegal or unenforceable in any
respect. sich affected provisions shall be construed and deemed rewritten so as to be enforceable
to the maximum extent permitted by law, thereby implementing to the maximum extent possible,
the intent of the parties hereto, and the validity, legality and enforceability of the remaining
provisions contained in this Agreement shall not in any way be affected or impaired thereby.

LL11 Further Assurances. The Members will execute and deliver such further
instruments and documents and do such further acts and things as may be required to carry out the
intent and purposes of this Agreement.

1112 Specific Performance. The parties recognize and acknowledge that their
Membership Interests are closely held and that, accordingly, in the event of a breach or default by
one or more of the parties hereto of the terms and conditions of this Agreement, the damages to
the remaining parties to this Agreement. or any one or more of them. may be impossible to
ascertain and such parties will not have an adequate remedy at law. In the event of any such breach
or default in the performance of the terms and provisions of this Agreement. any paity of parties
thereof aggrieved thereby shall be entitled to institute and prosecute proceedings in any court of
competent jurisdiction, either at law or in equity, to enforce the specific performance of the terms

9
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and conditions of this Agreement, to enjoin further violations of the provisions of this Agreement
andiéor to obtain damages. Such remedies shall however be cumulative and not exclusive and shall
be in addition to any other remedies which any party may have under this Agreement or at law.

1113 Mo Third Party Beneficiaries. Except as is otherwise specifically provided
for in this Agreement of as may otherwise be specifically agreed in writing by all of the Members,
the provisions of this Agreement are not intended to be for the benefit of any creditor or other
person o whom any debis, liabilities, or obligations are owed by (or who otherwise has any claim
againsth the Company or any of the Members; and no such creditor or other person shall obtain
any benefit from such provisions of shall, by reason of any such foregoing provision, make any
claim in respect of any debt. liability, or obligation against the Company or any of the Members.

[THE NEXT PAGE IS THE SIGNATURE PAGE]
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IMN WITNESS WHEREOF. the parties hereto have executed and delivered this Apreement
as of the date first written above.

COMPANY

FRIENDS ART VENTURES LLC

By:

LEON D, BLACK. its Member
By:

RONALD 5. LAUDER, its Member
MEMBERS:

LEON D. BLACK

ROMNALD 5. LAUDER

1
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OPERATING AGREEMENT
OF

FRIENDS VENTURES LLC

Dated as of AususiSepiember |, 2014
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EXHIBIT A

A cerain framed oil painting, known as “Ja - Was? - Bild”, signed and dated "Kurt Schwitters
19207 (lower left); signed and inscribed “Kurt Schwitters 1920 Ja, Was? = Bild” {on the reverse),

ail. paper, corrugated card, cardboard. fabric, wood and nails on board, approximately 43 x 31
L2 i (10M.2 x B0 cm), including the artist's orginal frame.
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EXHIEIT B

NAME AND ADDRESS OF EACH MEMBER:
INITIAL CASH CAPITAL CONTRIBUTION OF EACH MEMBER; AND
MEMBERSHIP INTEREST AND PERCENTAGE OF MEMBERSHIP INTEREST OF EACH MEMBER

Membership Interest and

Initial Cash Capital Percentage of
Mame and Address of Member Contribution Membership _ Interest
LEON D. BLACK b3 S0%
Cfo Elysium Management LLC
445 Park Avenue, Suile 1401
Mew York, NY 10022
Aln: Eileen Alexanderson
ROMALD 5. LAUDER % S0
Toal b3 100 %
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EXHIBIT C

PEEMITTED LOCATIONS

Permitted Locations shall include the following locations:

HF DRAFT
£130/08/14

With respect to Leon Black:

760 Park Avenue
Mew York, NY 10021

With respect to Ronald Lauder:

194)-, CEOW

Bedlord, NY 10507

T30 Meadow Lane
Southampton, NY 11968
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