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UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA

HONORABLE ANDRE BIROTTE JR., JUDGE PRESIDING

DISNEY ENTERPRISES, INC.; No. CV 16-04109-AB
LUCASFILM LTD. LLC; TWENTIETH

CENTURY FOX FILM CORPORATION AND

WARNER BROS. ENTERTAINMENT INC.,

Plaintiffs and
Counterclaim Defendants,

VS.
VIDANGEL, INC.

Defendant and Counterclaimant.

ORDER TO SHOW CAUSE
OFFICIAL REPORTER'S TRANSCRIPT OF PROCEEDINGS
Los Angeles, California

January 6, 2017

10:00 a.m.
APPEARANCES:
For the Plaintiffs: Kelly M. Klaus, Esq.
Rose Leda Ehler, Esq.
Allyson Bennett, Esq.
Glenn D. Pomerantz, Esq.
For the Defendant: David Quinto, Esq.
Reported by: Nichole Forrest, RDR, CRR

CSR #137256
Official Court Reporter
213-894-2665
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PROCEEDINGS

(The following proceedings held in open court.)

THE COURT: Please be seated. Calling Civil Case
No. 16-04109, Disney Enterprises, Inc., versus VidAngel,
Inc.

Counsel, please state your appearances.

MR. KLAUS: Kelly Klaus. With me at counsel table
are my colleagues, Rose Ehler, Allyson Bennett and Glenn
Pomerantz.

THE COURT: Good morning. Happy New Year to you
all.

MR. QUINTO: Happy New Year. David Quinto for
VidAngel, Inc.

THE COURT: Happy New Year to you as well.

All right. So it strikes me there are real issues for
discussion. We're certainly in the midst of some
contentious litigation, which is more than appropriate, but
even in the midst of that, I guess, you know, we're here on
this matter. And I guess I should share with the parties my
expectation is that the parties abide by the rules of the
Court, and I expect both sides to do that, quite frankly.

I struggle a bit to understand what has transpired here

in this case between December 12th and the present date. 1
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have my notes. I believe they're accurate. The Court
issued its order on December 12th. Despite the defendant's
suggestion otherwise, I thought the order was fairly clear
that VidAngel was enjoined from circumventing technological
measures protecting plaintiffs' copyrighted work, copying
and streaming or otherwise engaging in any activity that
violated the plaintiffs' circumventions rights under the
Copyright Act.

Defendant suggested the order wasn't clear because I
suppose the order didn't say "immediately." If I'm candid
with the parties, I find that to be somewhat disingenuous
and bordering on insulting that lawyers of this caliber
would play word games with a matter like that. Particularly
when neither side took the time and effort during this time
since the injunction to indicate that there was some
question about whether this -- when this order should be
issued and the difficulties that might be associated with
abiding by the Court order. Moreover, the Court has some
concern about this protest of confusion that seems
inconsistent with I believe it's the statement of Mr. Quinto
and Mr. Harmon that suggests at least to this Court that the
defendant's strategy all along was to seek a stay if the
Court issued an injunction, and that somehow that would
relieve the party from abiding by the Court's order. To

date, I have not found authority to suggest that that is the
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case, and I don't believe either side cited any authority
along that line.

In addition, I'm puzzled by the representation of the
defendants 1in this case, specifically the Harmon declaration
that I think, if my numbers are right, was filed December
21. That would have been nine days after the Court's order
and five days after the defendant had filed its motion to
stay pending appeal. That Harmon declaration has been
characterized as somehow some way an effort to assist the
Court or letting the Court know of the good-faith efforts
that the defendants were taking to comply.

The question that just seems to jump out at me is if the
defendants were that concerned about letting the Court know
its good-faith efforts to comply and issues that were raised
in compliance, then why wouldn't that declaration have been
filed on the 14th? Unless, I guess, was it because it took
that long between the 14th and the 19th to figure out what
those issues were, or was it because the defendants knew
plaintiffs were going to file an Order to Show Cause on the
22nd and wanted to beat them to the punch.

So it raises a lot of questions. I say all this to say,
look, I recognize both sides feel strongly about the
positions. It's an important case to both sides. I
understand that. That is one of the many reasons why I have

been very -- attempted to be very diligent and deliberate 1in
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5

letting the parties argue their case, in issuing its orders.
I recognize the stakes. I believe that justice requires
that I am diligent and deliberate in that.

But I also believe that justice requires that when a
Court issues an order, not me but a court generally, that
the parties should abide by that order. In virtually every
case, one side feels that judge got it wrong. I understand
that is the nature of the beast. And there are avenues to
deal with that. You can seek a review of the Court's order;
I respect that, and I wouldn't expect anything less from
either side.

But having said that, I don't know if a party has a right
to say while I'm seeking a stay of the Court's order I'm
going to do what I think is right for our company. You know
given -- to bring it back down to basics, to use a sports
analogy, sometimes you just got to respect the call. You
don't have to agree but you have to respect it. So I have
some questions about whether that has been done in this
case.

So I'm going to give both sides an opportunity to be
heard. Obviously, I have a number of questions for the
defendants in this case. 1I'll start there.

Mr. Quinto, if you step to the lectern, please, I have a
number of questions that I would like to get your thoughts

on.
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MR. QUINTO: Yes, Your Honor. And there are points
I would like to make.

THE COURT: As always, I will give you an
opportunity to be heard. Let me start with my questions,
and I'11 give you an opportunity to be heard thereafter.

I guess the first question I have is, what authority, if
any, do you rely on to support the notion that a party need
not comply with the Court order during the period in which
it's seeking a stay?

MR. QUINTO: Your Honor, I think the fundamental
problem here 1is that Your Honor is -- it seems to me --
approaching this proceeding as if VidAngel should be
punished. But in fact the contempt that is sought here,
brought by the plaintiffs, is simply to compel compliance
with the Court's order. And there is a critical distinction
between the two forms. Because if the contempt is sought to
punish, then it invokes -- necessarily invokes
considerations of whether it's a quasi-criminal proceeding.
But if it's simply to compel compliance as this request
was --

THE COURT: Why can't it be both?

MR. QUINTO: Because if it's punitive, which 1is how
the Court seems to be viewing 1it, then it becomes a
quasi-criminal proceeding. Here, though, the stated purpose

of the contempt proceeding was to compel compliance with the
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Court's order.

THE COURT: Now, it seems we're playing word games
here. Yes, the stated purpose was to compel compliance. So
is it your position that because you complied later than the
Court's order then you're off the hook?

MR. QUINTO: It's our position the following:

First, that is a showing of civil contempt that requires
proof by clear and convincing evidence, and the Supreme
Court has made clear that the minimum sanction necessary to
force compliance to compel compliance with a Court order is
the appropriate sanction.

Second, Your Honor --

THE COURT: I'm sorry, let's rewind that for a
second. You're saying that the minimum sanction necessary
to force compliance -- what do you think that is? Just the
fact that you did that?

MR. QUINTO: We are in compliance.

THE COURT: So it doesn't matter that you decided to
be in compliance when you thought it was appropriate versus
when the Court ordered it? Is that your position? I'm
trying to understand here. The order was issued on the
12th.

Let's start from the beginning. The order issued on the
12th. When did you become in compliance with the Court's

order? When did defendants become in compliance?
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MR. QUINTO: We're here on an application.

THE COURT: No, I understand that. Why don't you do
me a favor and answer my question, please.

The Court's order was on December 12th. When do you
contend that VidAngel came into compliance with the Court's
order?

MR. QUINTO: Within three or four hours after the
Court denied VidAngel's ex parte application for a stay of
enforcement.

THE COURT: What date was that?

MR. QUINTO: It was the Thursday before.

THE COURT: Let me help you. I think it was
December --

MR. QUINTO: 29 --

THE COURT: -- 29 or so. So are you conceding,
then, from December 12th to that date you were not in
compliance with the Court's order?

MR. QUINTO: That is correct.

THE COURT: So is it your position, then, that there
should be no sanction whatsoever for not abiding by the
Court's order? Again, as you pointed out, the standard is
clear and convincing evidence. I'll add to that, that the
alleged contemnor violated the Court order beyond
substantial compliance, not based on good faith and

reasonable interpretation of the order by clear and
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convincing evidence.

So we've just established that at a minimum, VidAngel did
not abide by the Court's order until at the earliest
December 28th or 29th. Forgive me, I don't have all the
dates in front of me.

So are you suggesting that it was not beyond substantial
compliance that it was based on good faith and reasonable
interpretation of the order?

Help me understand your position.

MR. QUINTO: Yes, Your Honor. It's based on good
faith. And I believe that Your Honor has misconstrued or
misunderstood what VidAngel intended to convey in its ex
parte application for a stay. Specifically, the point that
VidAngel wanted to convey was that although it was possible
to comply with the order, complying with the order would
necessitate effects on VidAngel far greater than were
contemplated by the scope of the injunction.

THE COURT: Now, that's an interesting point that
you raise. Because I think this ties into the argument you
laid out in the declaration, specifically paragraph 3 where
you talk about your experience in dealing with Judge
Pregerson in the prior case about Judge Pregerson granting a
30-day extension on an injunction order.

I take that to heart. I'm not questioning it. But I

look at your papers that you filed in support of your ex
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10

parte application, specifically on page 12 where you talk
about the irreparable harm from the injunction. Nowhere do
you mention any of the hardships or issues that might affect
VidAngel by complying with the Court's order. In fact, that
was filed on the 14th. The first inclination of any issues
with respect to compliance don't appear, I believe, on the
docket until the Harmon declaration on the 21st.

So I'm struggling here to understand. If you were so
concerned or if you wanted the Court to understand that
there were some issues with compliance, why not raise them
when you filed the ex parte application for a motion to
stay, like you did with Judge Pregerson?

MR. QUINTO: I apologize for that, Your Honor. All
I can say is that we received the Court's order on a Monday
night. We wanted to get the stay application on file as
quickly as possible. So we were working on the stay
application at the same time that we were trying to figure
out what all would be required to comply, how compliance
could be achieved without causing effects beyond those
necessitated by the preliminary injunction, how we could
implement that without affecting 100 percent of the business
rather than 53 percent that was covered by the preliminary
injunction.

So we wanted to get the stay application on file quickly,

so that the Court would begin considering the problem, and
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the Court would realize that this was of urgent concern to
us. But at the same time we had various groups within
VidAngel trying to figure out how to comply without
affecting the entire business.

THE COURT: So are you suggesting, then, that it
wasn't until the Harmon declaration on the 21st that you
were able to, for lack of a better term, figure out how to
comply?

MR. QUINTO: Well, it was not until -- by then we
had determined it would not be possible for VidAngel to
comply neatly by denying 53 percent of its catalog without
affecting the other 47 percent adversely. And as the Court
knows, even today VidAngel has not been able to achieve
that. Which is why VidAngel service is completely shut down
today; why VidAngel 1is doing zero business today rather than
47 percent.

So we were proceeding on all fronts. By the way, my
recollection is that the Harmon declaration was filed before
the plaintiffs submitted their request for contempt.

THE COURT: No, that is accurate that it was filed
before, but I think it was contemporaneous based on the
declarations and e-mail strings. E-mail strings were going
on during that time. If I read this, correct me if I'm
wrong, it appears plaintiffs were putting you on notice,

hey, you got these movies up on the website, we're going to
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go to court to seek an Order to Show Cause, and then you
filed the declaration, and then the day after Disney filed
the Order to Show Cause.

So it's difficult for me to think anything other than you
filed it because you knew this motion was coming. You
wanted to let the Court know, hey, we're trying to do this.
That's why I had that question earlier about it's just the
timing of the declaration of Harmon seemed a bit -- I
questioned it, given the fact it's been couched as this
effort to inform the Court of the attempts to comply and the
difficulties to comply.

Again, I go back to the question I asked earlier that I
don't think I've gotten an answer to: Why wasn't that filed
earlier than the 21st? Again, it seems sort of coincidental
it would be filed one day before an Order to Show Cause when
there are e-mails that predate the filing of that
declaration.

MR. QUINTO: I will represent to the Court that the
declaration was not submitted for the purpose of trying to
defeat an Order to Show Cause Re Contempt, rather the
declaration was submitted in support of the then pending
application for a stay. Because we wanted to apprise the
Court of the various difficulties that we had encountered in
trying to comply with the Court's order.

A contempt is a disrespect of the authority of the Court,
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a disrespect of a Court order. Here VidAngel has never
disrespected the authority of the Court to enter the
preliminary injunction it did. VidAngel has consistently
said that if it did not get a stay, it would comply
immediately.

THE COURT: That's the point, counsel. That's the
point. I think this was the second or third question I
asked you. And I haven't heard an answer to it.

What authority do you rely on that suggests that a
company can say and legally say we're going to comply if the
Court doesn't grant a stay?

That's the struggle I'm having. You're saying it's a
matter of disrespecting the Court's order. I'm not
convinced of that. It's simply the standard is, did they
violate the Court order, was it beyond substantial
compliance, not based on good faith and reasonable
interpretation of the order by clear and convincing
evidence?

The part I'm struggling with is, yes, you say "we
complied," I agree with you, but there are statements from
both yourself and I believe Mr. Harmon that early after the
Court issued its order on the 12th or maybe 13th or 14th
that said that we will comply if the Court denies the stay.

My question, what is the authority that allows a party to

do that? I'm not aware of any. If a Court, any Court
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issues, enjoins someone from doing so, there is nothing that
I'm aware of that suggests that it's contingent upon one of
the parties filing an ex parte application for a stay and
it's contingent upon the Court's ruling on that stay. That
is what I'm struggling with.

And when I look at the record before me, it seems as if
defendant has made a strategic decision, which they're
entitled to do, that we were not going to abide by this
order until the Court made a ruling on the stay. And the
concern I have about that is that if I had taken a month or
two months, it sounds like the defense position is that it
would have -- that would have somehow authorized VidAngel to
continue its activities. I'm not seeing any authority for
that.

MR. QUINTO: Your Honor, I think this 1is one of
quite a few instances in law where there is a difference
between what the legal authority states or what the rules
state and the custom and practice.

And in my experience, custom and practice has always
been, among every practitioner I know, that if an
injunction, a preliminary injunction has, or even a
permanent injunction, has unintended consequences that the
Court could not foresee, that it would be acceptable in that
instance to ask the Court to reconsider.

THE COURT: But did you do that 1in this case?
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MR. QUINTO: Yes, we did, Your Honor. We sought a
stay, and we supplemented our initial stay application which
was filed essentially a day-and-a-half after we got the
notice of preliminary injunction. We supplemented it with
the Harmon declaration. That was intended to apprise the
Court of the many problems that we had encountered in trying
to give effect to the preliminary injunction without causing
adverse effects to the rest of VidAngel's business. And the
Court has no way of knowing what effect the immediate
enforcement of the preliminary injunction would have.

The problem was compounded by the unfortunate timing.
The motion was initially set October 24. At my request the
hearing was continued to October 31. The Court continued
the hearing to November 21 I believe. We then, at
plaintiffs' request, asked the Court to hear it on November
14. And after it was heard on November 14, the Court took
close to a month to decide it. And that put us into
mid-December.

What nobody had briefed, because nobody had anticipated
that a preliminary injunction would issue in mid-December
when the motion was initially set for hearing on October 24,
was that it would be impossible to modify many of the apps
that VidAngel uses to serve its customers.

THE COURT: I have to tell you, what you just stated

just sounds like 1it's everybody else's fault other than
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VidAngel's as to why we're here today, and that just doesn't
fly. I mean, even just your last statement that this
occurred during a holiday season and there is some issue
with these apps -- we're now in January. Is the holiday
season not over according to these apps? And there is
declaration from Mr. Kay from Roku that seems to suggest
otherwise. If what you're saying is true, presumably after
the holidays, all of these apps and all these things could
be worked out. Moreover, VidAngel decided to shut it down.

So I'm having trouble reconciling all of this. And then
I have to push back on this notion of this practice -- I
recognize I've not been on the bench long. I've not heard
of this practice that while a stay 1is being requested that
there is some grace period. This is not like Blockbuster,
you get a couple days to return a movie.

When the Court issues an order, I think there is an
expectation that the order is to be complied with
immediately. If there was an issue, one would expect, like
you did 1in the Pregerson matter, to apprise the Court of the
issues relative to it, and specifically request we need time
to comply.

A1l I got from you was Mr. Harmon's declaration on the
21st in support of the ex parte application. It wasn't
titled status update, request for more time to comply. It

was in support of an application to stay the matter pending
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a Ninth Circuit appeal. There was no request I don't
believe --

I take that back. At the very end of Mr. Harmon's
declaration, he said, "We would like to request a reasonable
period to comply." If that's your motion, I think that 1is a
little disingenuous to suggest one sentence 1in Mr. Harmon's
declaration 1is somehow to be interpreted as a motion for the
Court to reconsider how VidAngel will be able to comply and
allow them more time.

I go back to what I think happened here, is that the
parties -- VidAngel, counsel, combination thereof, made a
decision, we're not complying with the order. We don't
think we have to comply until we hear back from the Court on
the ex parte application. And once that happened, you said,
okay, we'll shut it down.

And, again, this still strikes me as odd, given the fact
that originally the plan was to try to take only the
plaintiffs' work. But then all of a sudden, the Court
issues this denial of the ex parte application and VidAngel
decides we're shutting it down.

So I've said a lot. It's a bit challenging to sort of
hear this argument when there are documents that seem to
suggest or at least raise questions about the statements.

MR. QUINTO: I will continue to say, Your Honor,
that the Court appears focused on whether VidAngel should be
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punished for what it did. But the Order to Show Cause --
the application that plaintiff submitted was not an
application to punish VidAngel --

THE COURT: The application was an Order to Show
Cause as to whether or not VidAngel complied with the
Court's order. I'm trying to ascertain whether VidAngel
complied with the Court order. You keep wanting to focus on
the fact that you believe, by virtue of the fact that
VidAngel complied when it wanted to, that that somehow
absolves VidAngel from any jurisdiction of the Court. And

until you give me some authority to suggest otherwise, I'm
going to have to respectfully disagree with that assertion.

MR. QUINTO: I understand that's the Court's
position. Procedurally, Your Honor, the plaintiffs are
seeking a sanction solely to compel VidAngel to comply with
the order, and VidAngel has been clear from the outset that
if it didn't get a stay, it would comply fully with the
Court's order.

And it has done so. It did so within hours after its ex
parte application was denied. It did so before the Court
granted the Order to Show Cause. It even notified the Court
of its full compliance before the Order to Show Cause
issued, and it did so even though doing so had effects,

severe effects, on its business far beyond what was intended

or contemplated by the injunction the Court issued.
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VidAngel did not seek reconsideration of the Court's
order because VidAngel was not challenging the authority of
the Court to issue the order that it issued. All it was
asking for was that the Court consider evidence that the --
that had never been presented to the Court about the effect
immediate compliance would have on VidAngel, as opposed to
the effect compliance a short time down the road.
Compliance a short time down the road would have allowed
VidAngel to write all the code necessary for all the
applications and its own systems to allow the injunction to
take effect seamlessly.

THE COURT: Are you suggesting that VidAngel is 1in
the process of writing this code, so that it could up --
bring back movies that are not owned by the plaintiffs?

MR. QUINTO: Your Honor, what we're trying to do
is -- first, we have been contacting the 100-plus studios
and distributors who chose not to sue to say we appreciate
that for whatever reason you chose not to sue us, but we
don't want you to feel that you're being treated less well
because you had the decency not to sue us. So we'll honor
the injunction not as to plaintiffs but as to everybody,
unless you will give us consent not to sue, preserving your
rights, because we don't think that you should be treated
less well or treated differently, less favorably, because

you had the decency not to sue us. S0 we've been doing
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that. And to date, MGM has responded by saying, no, no, no,
we want to be treated the same as the plaintiffs.

THE COURT: I read your declaration. 1I'm not sure
that answers my question. But go ahead.

MR. QUINTO: At this point, we are now able to start
writing code with respect to some of the applications and
not with respect to other apps. Your Honor referenced the
declaration of Mr. Kay a moment ago. I would point out that
the first sentence of paragraph 4 of Mr. Harmon's
declaration acknowledges that works can be added or taken
away .

What Mr. Harmon's point was, and what Mr. Kay does not
dispute is that the code cannot be altered. The program
cannot be altered during a blackout period. So, for
example, if I were to use a library as an analogy, a library
might have thousands of books checked out --

THE COURT: Mr. Quinto, I understand your argument
with respect to the blackout period. I read these papers
over and over again. I understand that. I'm not sure that
is relevant to what we're talking about here. And I'm just
trying to understand your position.

Procedurally you're suggesting that this is a moot
hearing. And so then if I understand you correctly, it
would be incumbent upon the plaintiff or the Court on its

own motion to then issue an Order to Show Cause as to why
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there was not a lack of compliance between December 12th and
December 29th.

MR. QUINTO: Well, there has been no such order.

THE COURT: We can rectify that.

I'm asking you, 1is that your position?

MR. QUINTO: Your Honor, if I may, well, my
position -- VidAngel's position, Your Honor, is that for
purposes of today's hearing, we have to focus on what the
actual application before the Court is.

The actual application pending before the Court is an
application that seeks to compel VidAngel's compliance. And
I would make the following additional points, Your Honor.
First, the application was utterly unnecessary because
VidAngel has always said that if it didn't get a stay it
would comply.

THE COURT: Mr. Quinto, I'm going to interrupt you
again. Isn't that statement in and of itself a de facto
admission of the violation of the Court's order? You're
saying we're not going to do this until we hear from the
Court on the ex parte application to stay pending the Ninth
Circuit. Doesn't that in and of itself suggest that forget
the order, we're going to file this other motion, and if and
when the judge rules on that motion, then we'll decide if
we're going to abide by the original order. Isn't that in

and of itself a violation of the original Court's order on
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December 12th?

MR. QUINTO: I don't think it's a contempt, Your
Honor. Because a contempt requires a showing of a
disrespect for the authority of the Court.

THE COURT: I'm not sure it requires a disrespect.
It requires a violation by clear and convincing evidence of
a Court order. Now, clear and convincing evidence 1is not a
great standard. Again, I go back to if you're saying we
have made a decision that we are going to wait until the
Court's decision on the ex parte application to stay the
order, is that not a violation of the original order? I
mean, you know, so I go -- I keep coming back to that. I'm
not sure -- you're saying that somehow there needs to be
some level of disrespect. Disrespect seems much more
personal than necessary.

This is a court of law. The Court issues an order. You
abide by the order or you don't. If you don't abide by the
order, then the next question is, was it based on good faith
or reasonable interpretation of the order?

We can have that discussion. But this notion that
somehow it's no showing of disrespect, I guess that's, you
know, it depends on who is listening. Some might argue if
you -- if the Court issues an order on the 12th, if you
don't abide by on the 13th, 14th, 15th, 16th, 17th, 18th,
19th, 20th, 21st, 22nd, 23rd, 24th, 25th, 26th, 27th, 28th,
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29th, some might say that, if I were to use your analysis,
that 1is inherent disrespect.

I don't think that's required. It is simply clear and
convincing evidence that the contemnor violated the Court
order. So it strikes me that you're wasting time or wasting
your efforts arguing that there was this disrespect, because
I don't think that is required under the law.

MR. QUINTO: Well, Your Honor, then I respectfully
disagree.

But turning to Your Honor's point, we were, I
respectfully submit, are trying to examine or raise the
issue of what reasonable -- what was required to achieve
reasonable compliance. Again, I go back to the point that
the Court had no way to know when it issued the order what
would be required to put it into immediate effect.

THE COURT: Did VidAngel give any information to the
Court indicating what would be required to have the order
implemented prior to the Harmon declaration?

MR. QUINTO: It did not.

THE COURT: All right. Go ahead.

MR. QUINTO: And that is why the Court had no
information. But VidAngel 1is a company, its business 1is
based heavily on software. Software has to be written by
programmers. When you have -- VidAngel has a limited number

of programmers. There were lots and lots and lots of pieces
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of software that needed to be modified. They needed to work
seamlessly together.

The process of modifying software is you first have to
figure out what all you think needs to be done for
everything to work in a seamless manner. Then you start
writing code that you think will achieve that. Then you
test the code to see if there are problems or errors. Then
you go back and you try to fix those errors. It's an
intensely iterative process. It requires time. It's not
like flipping a switch.

So I will say frankly, Your Honor, that we never -- our
bad, Your Honor; I will take responsibility for this. But
we didn't anticipate that any injunction would be as broad
as the injunction that issued. We took a little while to
figure out what all was required to implement the changes,
and we then tried to apprise the Court of that through
Mr. Harmon's declaration. I note that the first sentence of
paragraph 4 of Mr. Harmon's declaration acknowledges that
titles can be added or removed from Roku because that does
not require any modification of the code.

But if you remove a title, then the system thinks that
that title just doesn't exist. So if customers attempt to
sell that title back, the system doesn't recognhize it and
says, you know, we can't give you any sell-back credit. We

don't recognize the title.
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THE COURT: Again, I understand that. I read
through that. I understand the difficulties.

How does that relate to this issue?

MR. QUINTO: Let me proceed, Your Honor. This issue
is whether a contempt proceeding was necessary to compel
compliance. Now, the Court may want to issue its own Order
to Show Cause, if the Court feels that VidAngel should be
punished. But the application before the Court does not
seek to punish VidAngel. It seems to compel VidAngel to
comply. And I wish to address the order that is actually
before the Court.

So I would say, Your Honor, that first VidAngel -- that
first the order accomplished nothing. Because VidAngel
complied even before the 0SC issued. VidAngel had always
said -- VidAngel always said that it would comply, which
means that, two, it was never necessary for the studios to
bring this proceeding because the studios always knew that
VidAngel would comply.

THE COURT: What's your evidence to support that?

MR. QUINTO: Because VidAngel has said consistently
that it would comply if it did not get a stay.

THE COURT: If I'm Disney, why should I take comfort
in that fact because that suggests there is a lag time?
Again, you keep saying, we'll comply when we want to. If

the Court denies the motion, the motion for a stay, there is
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a time period that is in between those two.

Again, I keep coming back to, is it your position that is
somehow a grace period? Well, it sounds like from what
you're saying, maybe not in the law but in practice, that
there is a grace period that exists that allows parties to
continue to conduct their activities while seeking a stay.
Is that your position?

MR. QUINTO: Well, if the Court wishes to issue its
own 0SC directed to whether VidAngel should be punished, I
would submit that would be an appropriate inquiry. But as
to this proceeding that is before the Court, I would submit
that the inquiry 1is inappropriate because the 0SC was sought
only for the purpose of compelling compliance.

THE COURT: Right. That is why I asked the
question. If I'm Disney, on December 13th, if you're still
streaming movies on December 14th or 15th, you're putting
Sully and Storks up, why should Disney feel that you're
going to comply simply because VidAngel says, we'll comply
if the Court denies an ex parte application?

I mean, that is what -- I'm trying to stick to your
point, as narrow as you want to define it for purposes of
this argument. During this time period where Disney raises
the issue, they're saying you were not in compliance.

MR. QUINTO: Those two movies should not have been

put up, as we've apprised the Court. The moment Disney
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called our attention to that, we implemented a new
procedure, no movie would be put up until I personally
approved it, and that was implemented so that I could make
darn sure that no more works owned by any of the plaintiffs
were put up.

THE COURT: All right. So I understand that.

But what about with respect to other movies of the
plaintiffs that were being streamed between the time period
of the order and the time period of either your filing of
the declaration or Disney's filing for ex parte application
for the Order to Show Cause?

MR. QUINTO: It goes back to the problem that we
have before, which is that to avoid harm to the business
greater than we believe the Court contemplated when it
issued its preliminary injunction we needed a reasonable
time.

THE COURT: Did you convey that to the plaintiffs?

MR. QUINTO: We tried to do it through the
declaration that we submitted to the Court.

THE COURT: Of Mr. Harmon on the 21st?

MR. QUINTO: Yes, Your Honor.

THE COURT: That is still nine days after the
Court's order. I want to make sure I understand the timing.
Nine days later, that's when you decided to inform Disney

and the Court that, hey, Houston, we have a problem with
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complying with the Court's order?

MR. QUINTO: Yes, Your Honor.

THE COURT: So I go back to as it relates to what
you believe this motion is about, about compliance. Are you
suggesting that Disney has no remedy for their motion to
seek compliance when admittedly from the 12th through the
19th VidAngel did not comply with the Court's order?

MR. QUINTO: That's correct. The only remedy they
would be entitled to is a sanction compelling compliance,
and VidAngel is undeniably, inarguably in compliance.

THE COURT: Okay.

MR. QUINTO: Further, Your Honor, I would note that
this 1is really a legal dispute between two businesses
concerning -- for plaintiffs and VidAngel, concerning the
interpretation of the Family Movie Act. We have -- I will
say honest differences of opinion concerning how that law
should be interpreted. VidAngel honestly believes it's
complying with the Family Movie Act; Disney and the Court
disagree. That's fine.

THE COURT: Tell me again how does that relate --
I'm trying to listen to what you're saying. I'm not sure
that that has any bearing on what you described as the only
purpose of this motion, compliance.

MR. QUINTO: No, there is a purpose behind the

motion.
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THE COURT: But -- that -- I don't know if that's
appropriate to have a discussion. Just because you think
there is another meaning behind the motion -- I'm doing what
you're asking, okay. You're trying to play word games and
saying that this motion 1is only about compliance.

What does the difference in your interpretation of the
Family Movie Act have to do with whether or not you comply
with the Court's order?

MR. QUINTO: I'm not playing a word game, Your
Honor. That is what the application --

THE COURT: What does the Family Movie Act and your
differences of opinion on it have to do with whether or not
VidAngel complied with the Court's order?

MR. QUINTO: The following, Your Honor:
Notwithstanding my view as just stated, that there is a
difference of opinion concerning the law and that VidAngel
is trying in good faith to comply with the Family Movie Act
as it understands it. The plaintiffs have from the outset
tried to throw mud at VidAngel --

THE COURT: This is not a jury trial, counsel. You
keep talking about --

Mr. Quinto, look, respect the call, respect the
institution. I've asked you again, tell me what that has to
do with -- you can say they're slinging mud, fine. That's a

different time, different place.
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According to you, this motion is about compliance with
the Court's order. I'm still having trouble understanding
what your perceived mud-slinging of this litigation has to
do with whether or not VidAngel complied with the Court's
order.

MR. QUINTO: According to the studios, Your Honor,
we're here today only solely because they want to recover
some attorneys' fees that they say were necessitated by
bringing their ex parte application seeking an Order to Show
Cause.

THE COURT: That's not why we're here today. We're
here today, as you point out, they filed a motion for an ex
parte application for an Order to Show Cause. I, as the
Court, decided to have a hearing on that motion. The
attorneys' fees thing didn't come up until last night. I'm
trying to find out why -- tell me why you believe you
complied with the Court's order.

MR. QUINTO: Your Honor, I think I've been very
clear that VidAngel was not in compliance with the order,
and I think I've been very clear that the reason VidAngel
was not 1in compliance was that immediately compliance would
have had effects on VidAngel far greater than the Court
could anticipate, far greater than would occur if the
preliminary injunction -- if VidAngel were given a

reasonable period of time to comply with the preliminary
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injunction to minimize all the collateral effects that
immediate compliance would have.

But, Your Honor, the plaintiffs' application sought two
things. First it sought the imposition of sanctions for the
purpose of forcing VidAngel to comply, and there 1is no
dispute that VidAngel complied even before the 0SC issued.

The second request that the plaintiffs make is for an
award of attorneys' fees that they say were necessitated by
the motion. In seeking that award, they have four counsel
sitting at the table --

THE COURT: Mr. Quinto --

MR. QUINTO: Several lawyers have flown here from
out of town. The collective billing rate --

THE COURT: Are we going to continue to talk over
each other? Is this how we're going to do this?

Mr. Quinto, that has very little to do -- the plaintiffs'
application 1is for an Order to Show Cause why VidAngel
should not be held in contempt for violating the preliminary
injunction order. Okay. I mean, that's what it's about.

You say it's only an order to compel compliance. The
order reads, why they should not be held in contempt for
violating the preliminary injunction order. That strikes me
as a different analysis. The question is: Did VidAngel
violate the Court's order? If so, then we will discuss what

the sanction should be.
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Now, I mean, with all due respect, I don't think you've
answered the question about why whether or not you violated
the Court order. Let me take that back. I believe your
position is that the custom and practice 1is such that when
seeking a stay a party does not necessarily have to abide by
the Court's order until a decision on the stay 1is made.

Would that be a fair statement?

MR. QUINTO: No, Your Honor.

THE COURT: Okay. Could you tell me concisely
what's your position with respect to whether or not VidAngel
violated the injunction.

MR. QUINTO: First, I want to be clear that in our
view the plaintiffs' application in no way raises the issue
of a sanction once VidAngel is in compliance. And that if
the Court is considering sanctioning VidAngel for past
behavior, that is something that is not before the Court on
the present application, and that would be a potentially
quasi-criminal proceeding. Different proceeding.

THE COURT: Tell me why you believe it's a quasi --
there 1is a concept known as civil contempt and criminal
contempt. I'm not sure why you believe that somehow this
case touches upon quasi-criminal contempt.

MR. QUINTO: Because it's punitive in nature. The
civil contempt --

THE COURT: Are you suggesting that in civil

SER 880




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

33

contempt no monetary sanction can be awarded? If monetary
sanctions are awarded, that makes it a quasi-criminal
contempt?

MR. QUINTO: Clearly, monetary sanctions could be
awarded in two circumstances. One is if VidAngel were not
in compliance today with the preliminary injunction the
Court could award monetary sanctions in an effort to
persuade or force VidAngel to comply. Also if an act of
contempt occurs in the presence of the Court, i.e., 1in the
courtroom, then a court has authority to sanction the
contempt that occurred in its courtroom.

But if the Court 1is simply seeking to punish a party for
something that occurred outside the presence of the Court,
to punish a party for something that occurred in the past,
then that, yes, raises the issue of whether it's quasi
criminal because it is punitive 1in nature.

But here, Your Honor, the plaintiffs are seeking a
finding of contempt for one purpose only, which is to color
VidAngel in the public eye as a bad actor. That is why --

THE COURT: I think VidAngel might have done a good
job of that itself.

MR. QUINTO: Well, they're asking the Court to put
its imprimatur on the allegations that they made in the
Complaint that were, if not made in a Complaint would have

been trade libel considering all the ways which they have
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deliberately mischaracterized VidAngel's business,
deliberately misrepresented what it's doing, the way they
have suggested that unlike a legitimate service, which pays
for streaming license, VidAngel doesn't pay, that VidAngel
rips them off, that VidAngel pays nothing. All these
allegations are simply false and intended to smear VidAngel
in the public eye.

And now they send four lawyers here two from out of town
for the sole purpose of trying to persuade the Court to
issue an award of attorneys' fees solely so that they can
trumpet that VidAngel was in contempt of court.

As VidAngel has tried to explain, the preliminary
injunction, if implemented immediately, would have had
consequences far beyond what the Court intended and far
beyond the four corners of the injunction, and the evidence
of that is that VidAngel is completely dark today and
yesterday began issuing layoff notices to employees.

So, you know, with time to implement the injunction,
VidAngel could have implemented it in a fairly clean fashion
that would not have caused collateral damage to its
business, but the immediate implementation caused harm to
VidAngel far greater than the four corners of the
preliminary injunction would lead anybody to believe would
occur.

THE COURT: I want to make sure I'm clear for the
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record. Did VidAngel notify the Court of those issues prior
to the Harmon declaration on December 21st?

MR. QUINTO: It did not.

THE COURT: All right. We've been at this an hour.
Do you have anything further you wish to add?

MR. QUINTO: I would also point out that the fees
request 1is unreasonable in a number of respects. Among them
that the time entries and the hour totals do not correspond.
For example, the first entry is Mr. Klaus, and he breaks
down his time into segments totaling 5.6 hours, but the
total given is 5.4. Advantage VidAngel.

The next entry is Ms. Ehler's entry, and she breaks her
time down into segments totaling 6.8. Hours total is 7.1.
Advantage plaintiffs. But beyond that, it reflects that we
have three lawyers participating in telephone calls to
clients. We have 43.8 hours at an average discounted rate
of $612 an hour to prepare the application saying you got to
comply with the Court order, you're not in compliance,
therefore, an 0SC should issue, period.

These were all unreasonable.

THE COURT: Thank you, counsel.

Mr. Klaus, I assume you have nothing to say?

MR. KLAUS: Thank you, Your Honor. I'll try to be
brief.

THE COURT: Look, I guess, I ask you if you could --
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I want to make sure you have the opportunity to be heard.
But focus on Mr. Quinto's suggesting that this is neither
the time or place to deal with any issues with respect to
conduct in the past. S0 I would like to hear your comments
as it relates to that. You can make any other arguments you
deem appropriate.

MR. KLAUS: Sure. He's absolutely wrong about that.
The request that we made, and that he has ignored, is in the
proposed order that we submitted on December 22, Docket No.
161-5, asks not only for a finding they were in contempt and
a coercive order if they didn't comply but such other and
further relief as may be just and proper, including without
limitation reasonable attorneys' fees in connection with the
proceeding.

And as we pointed out in our response paper last night,
Your Honor -- and we gave a citation to both an opinion from
Judge White in the Northern District, the Adobe Systems vs.
Software Tech case, 2015 Westlaw 6951875 at *5, and there is
a Ninth Circuit case, General Signal Corp versus Donallco,
Inc., 787 F.2d 1376 at 1380, Ninth Circuit, 1986 -- there
are two different purposes that a civil contempt can serve.
One is to coerce obedience to the Court order. The second
is to compensate the party pursuing the contempt action for
injuries resulting from the contemptuous behavior.

We cited a number of cases for the Ninth Circuit at page
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5 of our response on attorneys' fees that make it clear --
this was Docket 174-1. At page 5 we cited numerous cases
that make clear that attorneys' fees for having to get us to
come forward and bring this motion are fully compensable.

THE COURT: What 1is your response to VidAngel's
argument that, look, this was completely unnecessary; by the
time you filed it VidAngel was in compliance?

MR. KLAUS: So the time we filed it -- I want to
make sure the chronology is clear here. The Harmon
declaration on December 21st didn't simply appear out of the
blue because VidAngel was trying to tell the Court and the
plaintiffs what a hard time VidAngel was having.

The reason that it appeared was that the day before that
Harmon declaration, on December 20th, I filed a supplemental
declaration, Docket No. 156. What I pointed out was they
are not complying with the injunction. They're flouting it.
They're 1ignoring it. They're adding new titles. We showed
they were adding new titles to it.

And I said in paragraph 3 that their defiance of the
preliminary injunction was flagrant. If they will not
complete with the preliminary injunction immediately, we
have no option other than to move ex parte for an Order to
Show Cause why they should not be held in contempt.

I told them the next day in the e-mail that Your Honor

had referenced, which was an exhibit to my declaration in
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support of the ex parte application, that we would move for
contempt.

Then we get Mr. Harmon's declaration which purports to
state a whole bunch of problems that VidAngel has discovered
that it would have in complying with the injunction. They
didn't discover this on the 21st, they didn't discover this
on the 20th. They put in an opposition a declaration from
Mr. McDonald, the head of their tech team, that is Docket
164-3, the declaration of Jarom McDonald. What he says is
the morning after the injunction issued they had a meeting
with counsel present -- so he's not going to tell you what
they said -- but what he then says is, I went out and I
started to investigate. We started contacting our mobile
app people. And on December 14th, we had to sketch out all
the changes we would make to our core API code, to the Web
front end to our apps. So by the morning of the 14th their
tech people apparently have figured out this would be a huge
code writing issue.

And let's come back to whether that is supported by the
evidence --

THE COURT: Well --

MR. KLAUS: I don't want to get into those details.
My point 1is that by December 14 they realized there was a
problem. What they did instead was they decided that they
would gamble. They thought they would wait and see if they
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could get a stay from this Court or from the Ninth Circuit,
so that they would not lose customers, so they would be able
to continue making money over the busy holiday period.
That's what happened here.

You asked Mr. Quinto several times, Your Honor, for
authority that says that a party can simply decide that it's
going to wait -- it's going to roll the dice on a stay
application and wait to see what happens. There is no
authority.

THE COURT: I guess Mr. Quinto is suggesting that
based on his experience that there is this practice that
exists.

MR. KLAUS: So I haven't been practicing law as long
as Mr. Quinto has. I think I have only been out of law
school for, hate to say it, 25 years now. I have never seen
a party flout an injunction in this way. Never seen it,
Your Honor.

THE COURT: Let's be fair to VidAngel. They're
saying they weren't flouting. They're simply saying that
there is a practice that exists where while the parties are
seeking a stay everything is on hold.

MR. KLAUS: We've looked for cases that might
suggest that. I know they've looked for cases that would
suggest that. There aren't any. The cases that we found

and that we've cited 1in our papers that said you have to
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comply immediately, there is the Second Circuit case that we
cited that said you're proceeding at your own peril, if you
think that filing the stay application will -- Your Honor,
I'm not aware of any custom, any practice in this court or
any court that says, if you're going to move for a stay,
that's a different thing.

And, Your Honor, the stay papers -- and Mr. Quinto has
admitted this -- the stay papers they filed on the 14th said
nothing about the technical problems. The idea that they
think about the technical problems or there was no reason to
think about them when the injunction that we requested
itemized the relief -- stop circumventing, stop copying,
streaming immediately. There was nothing ambiguous about
what we requested. There was absolutely nothing
ambiguous about the Court's order.

THE COURT: Let me jump back, if I could.

What's your response to the notion that if indeed
sanctions are supposed to compensate the moving party, I
think Mr. Quinto might argue that, well, by the time you
filed the document, we were already in compliance, and
therefore the investigation and the fees associated with it
should be far less than what you've submitted.

I'm trying to interpret things in the light most
favorable to the defendants for a second.

MR. KLAUS: Well, you said, "By the time we filed

SER 888




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

41

the document." So when we filed the ex parte application on
the 22nd, this was the day after Mr. Harmon's December 21st
declaration, we had said on December 20th if they won't
comply, we'll have no choice but to do this.

We filed on December 22nd and said we need your help.
They are not -- they will not comply with the preliminary
injunction unless the Court orders them to do so and holds
them in contempt.

What they said on the 23rd -- at that point, Your Honor,
when we filed it, there was no indication that this was a --
certainly was not a moot issue. Mr. Quinto admitted here
today they continued to stream our works on their service
through December 29th.

And what they actually said in opposing our ex parte
application -- this 1is, Your Honor, if you look at their
opposition to our ex parte. The date was December 23rd.
It's document Docket No. 164. What they actually said
was -- if you look through pages 1 and 2, what they said was
that they would need a reasonable time to implement
necessary changes so that they could await a decision on
their stay request made to this Court. And then on page 2,
"And if necessary on an emergency stay request to the Ninth
Circuit, which must be made within one week of the Court's
decision on the pending stay request."

They said at the bottom of page 2 that "contempt is a
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drastic remedy that is not required here especially on an ex
parte basis. VidAngel has declared that it will fully
comply with the order if no stay is granted."

To be clear, Your Honor, they weren't talking about the
stay request to you. What they were saying to us, to the
Court, to the world, we'll go forward and if you deny the
stay request, we'll consider the fact we have a week to make
an application to the Ninth Circuit and wait for them to get
back to us; that gives us even more time. Again, no legal
authority for it. No custom and practice. And what they
were basically saying to us is, we're not going to do
anything until all of our avenues for a stay are denied.

Now, it 1is correct on the 29th Your Honor denied their
stay request in its entirety. And they then made a decision
that they would stop the servers for all works. I don't
think that was because they had all of a sudden thought that
they should not go make a stay request. I think they
realized, quite frankly, when they went to the Ninth Circuit
the next day with an emergency motion for a stay, they were
going to look terrible for being in noncompliance with a
pending injunction.

But whatever the reason, they finally stopped the
streaming. They showed, contrary to what Mr. Quinto says,
they could turn on a dime, and they could stop the streaming

of our works immediately. They had the full technical
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ability to do that.

We now have -- Mr. Quinto says that Mr. Harmon in his
declarations, there were two of them, one on the 21st and
there is another one on the 23rd, which they revised,
because there were misstatements that he had made in the
first one. They now say that Mr. Harmon was candid with the
Court and admitted that our titles could actually be
removed.

I have looked at both iterations of the declaration. He
is anything but clear in terms of saying, we could actually
take your titles down. There is a lot of the verbiage about
we would need to rewrite apps. There are in-app purchasing
problems. He never says that we could actually just pull
the individual titles so they didn't -- so they would not
appear.

The other thing I point out is Mr. Quinto says that this
was -- they could have had an orderly transition and that
there were severe effects on the business. And, Your Honor
asked Mr. Quinto, why aren't the other works back up? Where
is the other 47 percent that you feel so confident about?

I would just point out, Your Honor, in Mr. Quinto's first
declaration on December 23, this is Docket 164-2, the reason
there hasn't been a reposting or that there 1is no recoding
going on by the VidAngel software engineers to put this back

up, 1in paragraph 4 1is what he's saying, is that the concern
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is that VidAngel does not want to risk exposure to
intentional infringement claims 1in light of the rationale
behind this Court's ruling.

That is why -- that's -- the severe effect on the
business 1is not it takes a lot of things to rewrite code,
it's going to take engineers hours and hours and days and
days. The reality is they haven't put the other material
back up because they're worried that they'll be sued by
other people, and that that will be a basis, among many
others, for a claim for damages for willful copyright
infringement and enhanced statutory damages.

That's what the explanation is. It belies the argument
that what was going on prior to December 21st or December
23rd or even December 29th was a concern about the severe
effect on the business of having to deal with the apps.

I'll say very briefly with respect to the attorneys' fees
application, I think it's quite modest. I appreciate the
fact that Mr. Quinto has decided to appear here himself
alone today.

THE COURT: Despite the fact that there were two
other firms at many of the other hearings that were here as
well.

MR. KLAUS: Yes, Your Honor. Exactly.

I would also point out with respect to the two typos that

Mr. Quinto found in Exhibit A, he's correct, the number on
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my line should have been 5.6 for December 21st instead of
5.4. 1I'll take the hit of the .2. With respect to

Ms. Ehler, the numbers -- there was a typo that omitted
the .3 at the end. And this is really neither here nor
there in terms of all that, Your Honor.

We think 1it's an incredibly reasonable request, given the
nature of the conduct, which I will just say, Your Honor,
again, 1in the time I've been practicing, I've never seen an
affront to the Court or the rule of law on a scale that we
have, that we've seen 1in this case, of somebody simply
saying, we're going to relieve ourselves of the obligation
to comply with a Court order 1in an injunction.

At the time we filed the motion, the ex parte application
on the 22nd, there was no indication they would be brought
into compliance unless and until we got an order of
contempt. There was an admission here today that they were
in contempt because they were not complying with a clear,
specific directive of the Court between the 12th and the
29th.

We respectfully request that the Court grant our motion.
There 1is nothing about the nature of the motion, the nature
of the relief requested. The nature of these proceedings
transforms this into a proceeding for criminal contempt.

THE COURT: Thank you.

Mr. Quinto, I'll allow you a few minutes to respond.
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MR. QUINTO: Thank you, Your Honor.

I guess the one good thing I've heard today is
Mr. Klaus's statement of taking a few years off my age and
restoring some of my youth by suggesting we've been 1in
practice the same length of time.

Mr. Klaus's speculation about why titles are not going
back up or what VidAngel's motivation is is purely
speculation. It's not just that 47 percent -- it's not that
the vast majority of studios chose not to sue VidAngel. But
of the six major studios who belong to the MPAA three chose
not to do so, and, as the Court knows, have indicated to us
that they would be open to allowing VidAngel to license
VidAngel to stream filtered content if the DGA permitted it.
So there are a number of studios that would like to offer
VidAngel's service if they were not prohibited from doing
SO.

The more important point, though, Your Honor, 1is that the
characterizations of what was going on at VidAngel in the
immediate aftermath of the issuance of the preliminary
injunction makes it sound like the management team got
together around a conference table with wine and cheese and
a glass of wine and calmly talked about -- calmly talked and
strategized about how best to respond, what to do, when 1in
fact the opposite was the case.

It was total pandemonium. Everybody was trying to deal
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with many, many, many -- we had major investors demanding
explanations of what was going on. We had all shareholders
who invested in our regulation A Plus stock offering asking
for answers, asking whether they could sell their stock
back, et cetera, et cetera.

So we were trying to deal with all of that. We had our
payment processing firm telling us that Wells Fargo Bank was
pressuring it to cut all ties with us. We had problems
every which way. And everybody was scrambling to try to
deal with the most urgent issues. And, frankly, there
wasn't an opportunity after the 6:30 a.m. meeting we had on
the morning after the injunction issued to get everybody
even together by conference call.

You know, we're trying to figure out how to respond to
questions from users. We're trying to figure out what needs
to be altered in the code, how to do it, what the best way
to implement everything would be, how much time that would
take, what would be necessary with respect to each app to
get the necessary modifications made that would allow
consumers to understand what was going on.

And, yes, it would have been possible to comply
immediately. But, again, the real problem was that any way
we looked at it, immediate compliance would cause problems
far greater than we believe the Court intended or

anticipated --
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THE COURT: Can I ask this question again. Why not
inform the Court of that on the 14th or 15th, any time
before the Harmon declaration?

MR. QUINTO: On the -- on the 14th it would not have
been possible, Your Honor. Because we were still in the
process of figuring out what all the problems were. And
figuring out what would be required to comply.

THE COURT: Is it your position, then, that you
didn't realize all the problems that your company and this
Court didn't anticipate until the Harmon declaration was
filed?

MR. QUINTO: We could perhaps have filed it earlier
than we did, but we could not have filed it by the 14th or
15th.

THE COURT: Okay. Fair enough.

MR. QUINTO: There was a weekend. We were 1in the
process of getting our arms around what all the difficulties
were, what the possible solutions for those --

THE COURT: I understand. You've said that already.

MR. QUINTO: How long the solutions would take to
implement --

THE COURT: You've said that already. I understand
that.

I guess the next question I'll ask is why not make a

formal motion to appear before the Court to discuss the

SER 896




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

49

pressing problems with complying with the Court's order, if
in fact that was a genuine issue?

MR. QUINTO: Hindsight is 20/20, Your Honor. Next
time I would do that.

THE COURT: But, again, so I'm clear, you did that
with the case with Judge Pregerson, correct? Because I
thought in your declaration you indicate your client
therefore sought a stay to allow it to continue conducting
business operations while undertaking all the tasks required
to change 1its corporate identity. Judge Pregerson
understood and ultimately ordered your client to comply in
30 days.

I want to make sure, there has been a lot of papers
floating around, did you do that in this case?

MR. QUINTO: I think we did, Your Honor.

THE COURT: Tell me when. With the Harmon
declaration?

MR. QUINTO: Yes. With respect to what happened
with Judge Pregerson, one thing that was immediately
apparent was that if a corporation could not use its
corporate name then unless and until it had a new corporate
name, it would be nameless. And how can a nameless
corporation do business? It was immediately apparent that
all business cards needed to be changed. It was immediately

apparent that the website needed to be changed. It was
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immediately apparent --

THE COURT: I understand that. My question is more
specific. Let's -- when you found out the issues as it
relates to this case, did you seek an application to allow
VidAngel to continue conducting business operations while
undertaking all the tasks to comply with the Court's order?
That's what I'm trying to ascertain.

MR. QUINTO: I believe we did, Your Honor.

THE COURT: Tell me what 1is the vehicle by which you
believe you did that.

MR. QUINTO: Your Honor suggested that we should
have used a different procedure. And I will accept that
criticism. But I believe we did it in the following way:
First, we filed an application seeking a stay of enforcement
of the preliminary injunction.

THE COURT: Right. And we talked about that
already. And in that application, and I'1l1l pull it up, I
actually printed out at least the section of the application
where you talked about the irreparable injury, and nowhere
in there do you suggest that there are any problems with
complying with the Court's order. I mean, there is not a
word about it. This was filed on the 14th.

Now, I'm assuming you're saying that you didn't know
about those problems until the 14th. If you didn't know

about the problems on the 14th, how can you rely on this
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document to say this was the vehicle by which you let the
Court know about the problems?

There is nothing in here when you talk about irreparable
harm from the injunction, nothing about sort of what are the
practical implications -- I thought you said earlier you
didn't know about those practical implications on the day
this document was filed.

MR. QUINTO: I did, Your Honor. I did say that.
And that is correct. We did not -- we understood some of
the practical implications, but we did not understand the
majority. We did not understand the severity of the
practical implications.

So we wanted -- to demonstrate that we were not ignoring
the preliminary injunction, that we did not intend to
communicate or display or express any contempt of the
Court's order, we wanted to get a stay application on file
quickly.

THE COURT: No, I understand. You said that before.
My question was, tell me if you did something similar in
this case that you alluded to in the Pregerson case. Your
response was, on December 14 we filed a document.

I looked at that document, and I questioned you as to,
well, nothing in the document talked about the practical
difficulties, number one, and number two, earlier you said

on December 14 you didn't know of all the practical
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difficulties. So that to me, to use your term, advantage
the Court.

Let's move on to what is the next thing that you believe
demonstrates or supports the notion that you did something
similar in this case.

MR. QUINTO: I believe I did the same thing in both
cases. In both cases I filed an ex parte application
seeking a stay as quickly as I could. I did that with Dean
Pregerson, Judge Pregerson, and I did that in this case.

Then ex parte application was already on file, when we
were able to get our arms around the full scope of the
problem. Again, if the Court wants to criticize my
judgment, so be it. But I did not want to go back before
the Court and say we've discovered a bunch of problems
period. I wanted to be able to go before the Court to say
we've discovered a bunch of problems, and we have
investigated those problems to determine how long it will
reasonably take us to solve the problems so that we can
implement the preliminary injunction without causing
collateral unintended effects.

Yes, I could easily have said there are problems, but I
thought that would be inadequate, insufficient because I
wouldn't be in a position to say anything meaningful about
how long those problems would take to resolve or what would

be required to resolve those problems.
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So could Mr. Harmon's declaration have been filed a day
or two earlier? Yes, it could have been.

THE COURT: Right. But I guess, as it relates to
Mr. Harmon's declaration, all -- literally I think the last
sentence it simply states, we're having all these problems.
It doesn't say, and therefore we're asking the Court to give
us more time to comply. The Harmon declaration was 1in
support of the original motion.

Again, I go back to the original motion said nothing
about the difficulties of complying. I'm trying to
understand how you expected the Court to construe Harmon's
declaration as a plea for we need more time to comply. I
construed it as this was your declaration in support of all
the legal arguments that you were making as to why this case
should be stayed before the Ninth Circuit. If I missed
something, tell me.

MR. QUINTO: The Harmon declaration did not give a
precise date by which VidAngel would be able to comply
without causing collateral damage to its business. And the
Court has asked about the analogy to the comparison to the
application for stay I brought before Judge Pregerson. In
that case, I did not specify my -- to the best of my
recollection, I did not specify a precise time that would be
required to get a new corporate name, to get new business

cards, to change the domain name, to rename the website, to
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change all the invoices, billing, stationery, et cetera.
Thirty days was a number chosen by Judge Pregerson that he
believed would be reasonable to allow my client to effect
those changes.

THE COURT: We keep -- sir, please. Your
declaration states the following, "My client therefore
sought a stay to allow it to continue conducting business
operations while undertaking all the tasks required to
change 1its corporate identity."

My question to you, again, is: What is the parallel
document that you filed in this case that is similar to the
one in Pregerson?

MR. QUINTO: My client in this case, VidAngel, filed
an ex parte application seeking a stay just as we did before
Judge Pregerson.

THE COURT: Your position is that the document that
you filed in this case was asking this Court to allow it to
continue conducting business operations while undertaking
all tasks required to change 1its corporate identity or to
comply with the Court's order?

MR. QUINTO: The application as initially filed
based the request for a stay on a different rationale; that
there were substantial legal questions. And it did that
because, as I've tried to inartfully explain, I felt it

would be inadequate and at the end of the day meaningless to
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the Court for me to simply say, there are all kinds of --
there are numerous difficulties involved in implementing the
stay immediately.

THE COURT: Mr. Quinto, I understood you perfectly.
Let me just try to summarize this. You're saying that in
the Pregerson case you did the same two-step process that
you did 1in this case. The reading of this suggests that you
sought a stay to allow it to continue to conduct business
operations while trying to comply with the Court's order. 1
don't see that here.

But you're now saying that you did an initial request on
the legal issues. Then filed a supplemental declaration
informing the Court of the problems like you did in this
case.

Is that what you're saying?

MR. QUINTO: No, it is not. What I'm saying is that
in the case I had before Judge Pregerson the difficulties
were immediately apparent --

THE COURT: Got it. You're saying the difficulties
were not immediately apparent here. Your only vehicle by
doing it was the Harmon declaration on the 29th or the 19th,
I should say, I'm getting my dates jumbled -- was the Harmon
declaration?

MR. QUINTO: Well, that's the method that we chose.

THE COURT: Got it. That's fine. We can move on
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from that point. I want to make sure I understand which
documents you're saying supports your position. I
understand that now.

MR. QUINTO: I could have identified some problems
in the filing on the 14th.

THE COURT: Right. I understand that. They weren't
apparent to you. All of them weren't apparent. You said
that before. Really, would it be a fair statement to say
where you raise the issue is in the Harmon declaration, is
that unfair to say, of the difficulties complying with the
Court's order?

MR. QUINTO: That's the first place we raise it.

THE COURT: Got it.

MR. QUINTO: After that, and while the stay
application was still pending, we filed the declaration of
Jarom McDonald, and Mr. McDonald explained in greater
technical detail what a number of the problems were and what
would be required to resolve them.

But going back to the length of the stay requested, the
Harmon declaration identified the dates.

THE COURT: Yes. I'm well aware of when you thought
you could comply. I understand that.

MR. QUINTO: And identified when we would be able to
modify various apps.

THE COURT: So the record is clear, you have made
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the decision -- VidAngel made the decision to advance those
dates and basically shut down the company, if I remember
correctly, the Harmon declaration said something like
January 27. Obviously, it's January 6. And as you
indicate, you've shut down VidAngel -- VidAngel has shut
down its services. It has decided to forego this January 27
deadline.

MR. QUINTO: Right. VidAngel shut its services down
entirely last month. Late last month.

THE COURT: Perfect.

MR. QUINTO: VidAngel is suffering all the
collateral damage that it had hoped to avoid if a stay
issued.

THE COURT: Got it.

MR. QUINTO: It has no revenue whatever. The tag
team that go through all the movies to tag all the
potentially offensive content are being given severance
packages, and they're being let go.

THE COURT: All right. Thank you, Mr. Quinto. I
appreciate it. What I'm going to do is take a brief recess.
I want to look over these papers, and then I'll come out and
decide how we should proceed with this instant motion.

We'll be 1in brief recess.

THE CLERK: All rise.

(Court in recess.)
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THE COURT: Please be seated.

All right. Thank you for your patience. I was
going over some cases, trying to do some research in
chambers.

You know, here is the Court's ruling. For a finding of
civil contempt one must show by clear and convincing
evidence that the contemnor violated a Court order that was
beyond substantial compliance, that it was not based on a
good-faith and reasonable interpretation of the order. The
Court believes that the defendants have shown that in this
case.

It's the Court's opinion that VidAngel has in essence
conceded or admitted that it did not comply with the Court's
order at a minimum from the period of December 13th through
December 29th. Two movies were uploaded on the site and
VidAngel continued to stream other movies until the 29th.

However, the defendant has indicated it's come into full
compliance with the Court's order. That may suggest that
sanctions might not be appropriate in this case.

Nevertheless, the Court may award reasonable attorneys'
fees to the prevailing party for the investigation and
prosecution of the contempt proceedings, and the Court does
find that an award of reasonable attorneys' fees is
justified in this case.

I think as the parties both know, the Kerr factors that
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bear on whether attorneys' fees should be awarded in a civil
contempt finding. I won't go through all of them. I think
the timing, labor required, the skill and requisite to
perform these legal services, whether the novelty and
difficulty of the questions involved, I think all of those
factors weigh in favor of awarding attorneys' fees 1in this
case.

Simply put: It's the Court's opinion that I think the
defendants made a strategic call here. Qut of respect for
Mr. Quinto, who I've known for a number of years, it appears
that call was based in fairness to what he described as a
practice of the Court that allows what I would characterize
as somewhat of a grace period for compliance while a
decision was pending on a stay.

However, having spent some time now, the Court is not
aware of any such practice, and there is no case law to
support that position. To the contrary, the case law
suggests that a Court's order 1is effective immediately and
the collateral Bar rule prevents individuals or parties from
raising any substantive challenge to a Court order if they
disobey it prior to bringing that challenge back to the
issuing judge. I found that in a case in the United States
Supreme Court case of Walker vs. Birmingham at 388 U.S. 307.

And the Court respectfully does not find that the case

that Mr. Quinto cites from Judge Pregerson is analogous.

SER 907




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

60

The reality, I looked through the papers again, is that
there was nothing brought to this Court's attention prior to
Mr. Harmon's declaration on December 21st to suggest there
was an issue with compliance, complying with the Court's
order. And to the extent the issue was raised it is
literally raised in one sentence, I think the last sentence
of a declaration in support of a motion.

There was nothing in the moving papers involving the
preliminary injunction motion. Nothing during the arguments
of counsel, nothing at all. And, again, moreover to the
extent that it was raised, it was not raised in the form of
an argument to the Court. It was a sentence by a party not
accompanied by a motion, or I should say, it was actually
accompanying a motion that never raised the issue of
difficulty in compliance in the first instance.

And as I've said earlier, you know, the timing of that
declaration raises some questions in my mind in light of the
fact that it did come, you know, soon if not days before or
days after e-mails from opposing counsel indicating issues
of compliance in that defense counsel intended to bring this
issue to the Court's attention.

I recognize hindsight is 20/20. However, I do believe
that if defendants felt that this issue was that important,
which it sounds like from the argument of Mr. Quinto it was

a genuine 1issue, there were other more direct ways to bring
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this issue to the Court's attention.

As I said earlier this morning, when we first were
dealing with this matter I think the Court is obligated to
respect all that appear in front of the Court, and by the
same token the Court expects similar respect in return.

I think the case of In Re Establishment of Hern Iron
Works at 881 F.2d 722 really sums it up best. "District
Courts, to be clear, like other Courts, are fallible.
However, our system is premised on the simple fact that
orders, once they are issued, must be respected. If
litigants were able to disobey duly ordered judgments of the
Courts at will, the integrity of this judicial system, as
well as the effectiveness of the administrative search
system constructed by Congress would be substantially
undermined. "

Again, I'11 be blunt. I think this was an unforced
error. One that was, in essence, handed to the plaintiffs
when a decision was made to wait until after the decision on
the stay was made. Unfortunately, that leaves the Court
with no other option but to make a finding of civil contempt
against the defendants in this case and to award fees for
the efforts that were made to bring this matter to the
attention of the Court.

The Court has wide discretion with respect to the amount

of those fees, and accordingly, the Court will award an
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amount of $10,231.20 in United States Dollars to plaintiffs
in this case. 1I've chosen that amount as it reflects the
time and effort I believe Ms. Ehler spent in drafting and
researching this issue from the period of December 21st
through January 4th of 2017.

That amount shall be paid to the plaintiffs in this case
within 30 days of today's order. And just so we're clear,
there are no ambiguities, my count of the 30 days means on
or about February 5th. I recognize February 5th is on a
Sunday. So that payment shall be paid on or about February
6th of 2017. I want to be specific to avoid any perceived
confusion.

Does either party have any questions with respect to the
order of the Court just now?

Mr. Quinto?

MR. QUINTO: I want to make sure that I've got the
number completely accurate, $10,231.20.

THE COURT: Correct.

MR. QUINTO: Thank you.

THE COURT: Mr. Klaus?

MR. KLAUS: No questions, Your Honor.

THE COURT: Thank you both. Have a good day.

(Proceedings concluded.)
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UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA
WESTERN DIVISION

DISNEY ENTERPRISES, INC;
LUCASFILM LTD. LLC,;
TWENTIETH CENTURY FOX FILM
CORPORATION and WARNER
BROS. ENTERTAINMENT INC.,

Plaintiffs and Counter-
Defendants,

VS.
VIDANGEL, INC.,

Defendant and Counter-
Claimant.

Case No. 16-cv-04109-AB (PLAX)

SUPPLEMENTAL DECLARATION
OF KELLY M. KLAUS
REGARDING VIDANGEL'S
CONTINUING VIOLATION OF
PRELIMINARY INJUNCTION,
FILED IN FURTHER SUPPORT OF
PLAINTIFFS’ OPPOSITION TO
VIDANGEL'’'S EX PARTE
APPLICATION FOR A STAY

Judge: Hon. André Birotte Jr.
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[, Kelly M. Klaus, hereby declare:

1. | am an attorney with Munger, Tolles & Olson LLP, counsel for
Plaintiffs in this matter. | am a member of the California Bar and am admitted {
practice before this Court. Except as to matters stated on information and belig

have personal knowledge of the matters set forth in this supplemental declarat

to those matters stated on information and belief, | am reliably informed of theif

contents and believe them to be true. If called as a witness, | could and would
testify competently to the facts stated herein.

2. | submit this supplemental declaration to bring to this Court’s attent
additional facts relevant to VidAngel's pending application to stay the Preliming
Injunction: VidAngel not only has refused to remove Plaintiffs’ works from its

service, but VidAngel is also flouting the Preliminary Injunctioradgingnew

releases of Plaintiffs’ works as they become available on DVD and Blu-ray Dis¢.

For example, as discussed further below, VidAngel has added Warner Brdl/.’'s
andStorksand Fox’sMiss Peregrine’s Home for Peculiar Childrémits service—
titles which were not released on DVD until after the Preliminary Injunction wag
entered.

3. VidAngel's defiance of the Preliminary Injunction is flagrant. If
VidAngel will not comply with the Preliminary Injunction immediately, Plaintiffs
will have no option other than to move ex parte for an order to show cause why
VidAngel should not be held in contempit.

4. VidAngel, like any other party, must comply with the Court’s
Preliminary Injunction “unless and until this or another court has relieved [it] of
responsibility, through a stay, reversal or modification of the order,” regardless
VidAngel’s objections to the InjunctiomArmstrong v. Brown857 F. Supp. 2d 919,
948 (N.D. Cal.)prder enforcedAug. 28, 2012)prder aff'd, appeal dismissed32
F.3d 955 (9th Cir. 2013). VidAngel's filing of application to stay the Preliminary

Injunction does not itself stay the Preliminary Injunction. “[T]he party to whom
-1-
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injunction is directed acts (or fails to act) at its peril if it declines to comply while

waiting for decision on a stay applicationl’ekkno Labs., Inc. v. Peralé®33 F.2d
1093, 1099 (2d Cir. 1991).

5. Our review of VidAngel's website makes it clear that, notwithstandi

14

ng

the Preliminary Injunction, VidAngel is continuing to add more of Plaintiffs’ wor

to its service as soon as those titles are released on DVD and Blu-ray Disc.

6. Attached as Exhibh is a true and correct copy of a screenshot of the

“‘New Releases” section of VidAngel's website as of yesterday, December 19, 201¢

The movies were sorted by date, so the most recently added movies appeared firs

7. Attached as ExhibB is a true and correct copy of a screenshot of t

“New Releases” section of VidAngel's website as of today, December 20, 20186.

Here, too, the movies were sorted by date, so the most recently added titles ag

first. Warner Bros.’SullyandStorks.and Fox’sMiss Peregrine’s Home for

Peculiar Childrenappear in Exhibit B, but not in Exhibit A. In other words, those

titles made it to VidAngel's “New Releases” today. | am informed and believe {
SullyandStorkswere released on DVD and Blu-ray Disc today, December 20; 3
thatMiss Peregrine’s Home for Peculiar Childreras released on DVD and Blu-

ray Disc one week ago, on December 13.

e

pea

174

hat
nd

| declare under penalty of perjury under the laws of the United States that the

foregoing is true and correct.

Executed this 20th day of December, 2016 in San Francisco, California.

/sl Kelly M. Klaus
Kelly M. Klaus

SUPP. KLAUS DECL,
CASE NO. 16-CV-04109-AB (PLAX
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UNITED STATES DISTRICT COURT

DISNEY ENTERPRISES, INC;
LUCASFILM LTD. LLC,;
TWENTIETH CENTURY FOX FILM
CORPORATION and WARNER
BROS. ENTERTAINMENT INC.,

Plaintiffs and Counter-
Defendants,

VS.
VIDANGEL, INC.,

Defendant and Counter-
Claimant.

CENTRAL DISTRICT OF CALIFORNIA
WESTERN DIVISION

Case No. 16-cv-04109-AB (PLAX)

DECLARATION OF ROSE LEDA
EHLER IN SUPPORT OF
PLAINTIFFS’ OPPOSITION TO
VIDANGEL'’'S EX PARTE
APPLICATION TO STAY
PRELIMINARY INJUNCTION
PENDING APPEAL

Judge: Hon. André Birotte Jr.

Trial Date: None Set
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I, Rose Leda Ehler, hereby declare:

1. | am an attorney with Munger, Tolles & Olson LLP, counsel for

practice before this Court. | have knowledge of the matters set forth below bas
my direct involvement in this matter. If called as a witness, | could and would
testify competently to the facts stated herein.

2. On the evening of December 12, 2016, at or around 8:00 pm PST,
visited the “blog” site that VidAngel maintains with public statements by VidAng

regarding this lawsuityttp://blog.vidangel.com/category/legaWhile on that site, |

read a posting from that same evening by VidAngel's CEO, Neal Harmon, rega
an “update on preliminary injunction.” In that post, Mr. Harmon stated that this
Court had granted Plaintiffs’ motion for preliminary injunction, and that as a res
VidAngel would be removing from its site the content of Plaintiffs and what Mr.
Harmon described as “other studios” pending VidAngel's appeal. Mr. Harmon
stated that during the time this content was down, VidAngel would be working |
redesigned service, and that VidAngel had secured a content license. When |
revisited the website on the morning of December 13, 2016, the post that | rea
the evening of December 12 had been deleted and replaced.

3. The replacement post, which was still on VidAngel’'s lawsuit “blog”
of 11 a.m. today, is attached as Exh#/it This is a true and correct copy of the

current post atttp://blog.vidangel.com/category/legalfhe replacement post

states, among other things: “We are seeking a stay of this injunction, but if our
efforts fail, we will need to take down the movies of all major studios.” The
replacement post further states: “In the meantime, we will be finding and creat
family-friendly shows and movies so you can still watch quality content on

VidAngel. This will be a gradual process, so please be patient with us.”

-1-
EHLER DECL. I/S/O OPP. TO EX PARTE APP. TO STA
CASE NO. 16-CV-04109-AB (PLAX
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4. Attached as ExhibB is a true and correct copy of VidAngel's
Facebook advertisement offeriRgte’s Dragona movie released by Disney in
2016.

5. Attached as Exhib( is a true and correct copy of VidAngel's
Facebook advertisement offerimgpe BFG a movie released by Disney in 2016.

6. Attached as ExhibD is a true and correct copy of VidAngel’s blog
post entitled “Movies Coming in December,” posted at
http://blog.vidangel.com/2016/11/18/movies-coming-in-decentast visited Dec.

15, 2016). This post shows thumbnail images of the movie posters and lists the

movies VidAngel intends to newly offer to users in December. The post also s
“We’ll add more than three times this many movies in December, but these are
ones we ardefinitelyadding!”

7. Attached as Exhibits is a true and correct copy of VidAngel's
Facebook promotion of its “VidAngel Gift Cards with FREE Rokus!” In this
promotion, VidAngel offers users who purchase a $30 VidAngel gift card a free
Roku device.

8. Attached as ExhibF is a true and correct copy of a printout of
VidAngel’'s websitevnww.vidangel.com/browsg@ast visited Dec. 15. 2016), which

displays titles (including movie posters) of movies and TV shows that VidAnge
offers to stream to its users. The “browse” page groups these titles into variou
categories that appear on the face of Exhibit F.

9. Attached as Exhib{t is a true and correct copy of VidAngel's press
release dated December 14, 2016 at 8:07 ET posted on PR Newswire. The pr
release states that “VidAngel will continue to be America’s home for family-

friendly content.” It also announces the “launch of VidAngel Studios — somethi

we have been working on for years. Beginning in 2017, we'll offer original family-

friendly content, with technical innovations that will provide a unique experience.

2.
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10.  Attached as Exhibit H is a true and correct copy of a screenshot from
VidAngel’s video titled “VidAngel Special Announcement” available on YouTube
at https://www.youtube.com/watch?v=9bFBchSChaY (last visited Dec. 15, 2016)."

This video contains a statement by Mr. Harmon regarding the court’s issuance of the

preliminary injunction, as well as his announcement of VidAngel Studios.
11.  Attached as Exhibit I is a true and correct copy of a VidAngel user’s
comment on the post at http://blog.vidangel.com/category/legal/ asking: “Wait a

minute, I just got a promo email about referring friends to VidAngel (like at 2:00 pm
on 12/13). Why are we signing up new customers when there will be no movies to
view?”.

12, Attached as Exhibit J is a true and correct copy of a news article,

available at http.//fox13now.com/2016/12/13/utah-based-movie-filtering-service-

vidangel-to-fight-injunction/ (last visited Dec. 15, 2016) reporting that VidAngel

would use $5 million of the $10 million it raised in its mini-IPO to litigate this case.

I declare under penalty of perjury under the laws of the United States that the

foregoing is true and correct.

Executed this 15th day of December, 2016 in San Francisco, California.

/ Rose Leda Ehler

! Plaintiffs have included a slipsheet with a true and correct copy of a screenshot of
the video. If the Court would prefer, Plaintiffs will submit DVDs containing copies
of these videos for the Court’s review.
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PR Newswire

a cISIoN company

VidAngel Charts Path Forward, CEO
Announces Innovative VidAngel Studios

Filtering company to continue legal fight with Hollywood by appealing preliminary
injunction while rolling out its own original, family-friendly content for rabidly
supportive fan base

Vidzingel, =

NEWS PROVIDED BY
VidAngel, Inc. =
Dec 14, 2016, 08:07 ET

PROVO, Utah, Dec. 14, 2016 /PRNewswire/ -- VidAngel, the market-leading
entertainment platform empowering users to filter language, nudity, violence, and
other content from movies and TV shows, is engaged in a high-profile legal battle
with Disney, Warner Bros, 20th Century Fox, and Lucasfilm. These Hollywood studios
have taken legal action in an effort to gut the 2005 Family Movie Act and prevent
VidAngel from lawfully empowering parents and families to filter content on modern

devices in their homes.

Yesterday, Judge Andre Birotte, Jr. granted Disney's request for a Preliminary
Injunction against VidAngel in the Central District of California. Today, one day after
that decision, VidAngel hosted a launch party in Provo, Utah where CEO Neal
Harmon outlined an exciting path forward for the company in front of hundreds of

fans, investors, employees, and the media.
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"We are seeking a stay of the injunction, and are appealing the judge's decision. But
as we fight through the legal process, VidAngel will continue to be America's home

for family-friendly content.

"That's why today we're announcing the launch of VidAngel Studios -- something we
have been working on for years. Beginning in 2017, we'll offer original family-friendly

content, with technical innovations that will provide a unique experience."

To watch the video go

to https://www.facebook.com/VidAngel/videos/667506653433869/.
In the video, Harmon details:

« VidAngel's path forward in a long legal battle to come, most immediately by
filing a motion for a stay on the preliminary injunction.
« The launch of VidAngel Studios, an innovation offering original, family-friendly

films created to be filtered on the platform.
About VidAngel

VidAngel is the market-leading entertainment platform empowering users to filter
language, nudity, violence, and other content from movies and TV shows. VidAngel's
success has been well documented, earning a #1 BestCompany.com user rating and

making VidAngel one of the fastest growing entertainment companies in the U.S.
Contact: Press@vidangel.com

SOURCE VidAngel, Inc.
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Yﬂu Search | o |

Autoplay @

Is VidAngel Legal?
VidAngel
22641 views

| SatanChanged How | Watch
Movies #VidAngel

VidAnge|

657,810 views

VidAngel : Filter What you Watch

w}e judgetold ™ BT

rtake d own l - VidAngel - An Honest Review

Conrad Comments
26,430 views

§1 Movies | Is VidAngel
Streaming Worth It?
The ATZ Show

3,650 views

VidAngel's Fate in Limbo as
¢ Hearing Concludes with No
4 Decision
d CEN News
1,226 views

2 0:11/137
VidAngel is the "Mormon Netflix”
that hates Jar Jar Binks

VidAngel Special Announcement 4 Quanz

B.790 views
e VidAngel

= | I subecrioe [EREEN 2,066 views

Add ta Share  swe More 137 I
[}

. Behind The Scenes - Epic

‘| Swearing Paintball Video -
¢ VidAngel.com

VidAngel

56,651 views

Published on Dec 13, 2016

VidAngel will centinue the legal fight far filtering, while also launching eriginal family-friendly content. . Why Game of Thronez |s the

g1 Dirtiest Show on TV?
= ¥ | VidAngel
| 458714 views

SHOW MORE
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SIGN UP

BLOG MISSION TEAM PRESSROOM LAWSUIT

Update on

Preliminary Injunction

WL = Neal H

Dear VidAngel customers,

First, the bad news. The judge has issued a preliminary injunction against VidAngsl, requiring that
we pull down all the studios’ content. We are seeking a stay of this injunction, but if our efforts fail,
we will need to take down the movies of all major studios.

Now the good news. This is the first battle in a long war. We will launch an immediate appeal. And
unlike previous filtering companias, we have the funds to fight this all the way to the Supreme
Court. We're cormnmitted to protecting your right to watch filtered movies in your home.

In the meantime, we will be finding and creating family-friendly shows and movies sc you can still
watch guality content on VidAngel. This will be a gradual process, so please be patient with us. We
will keep you posted as this develops.

Hang in thers,

Neal Harmon, CEQ of VidAngel

#ThislsNotOver #3aveFiltering

— Is VidAngel Legal?

Wait a minute, | just got a promo email about referring friends to VidAngel
(like at 2:00 pm on 12/13). Why are we signing up new customers when there
Fiici will be no movies to view? This is confusing.

& Reply

el

s

‘ That email was auto-sent by mistake, Our apologies.
iy Reply

* Neal

Harmen
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Filed Pursuant to Rule 253(g)(2)
File No. 024-10596

VidAingel =

Offering Circular
October 19 2016

VIDANGEL, INC.
249 N. University Ave.
Provo, Utah 84601
(760) 933-8437

$5,000,000 Minimum Offering Amount (1,666,667 Shares of Class B Nonvoting Common Stock)
$11,250,000 Maximum Offering Amount (3,750,000 Shares of Class B Nonvoting Common Stock)

VIDANGEL, INC., a Delaware corporation, referred to herein as VidAngel or the Company, is offering a minimum of $5,000,@0(
maximum of $11,250,000 of its Class B nonvoting common stock, or our Class B Common Stock. The offering will consist ofim wiin
1,666,667 and a maximum of 3,750,000 shares of our Class B Common Stock at an offering price of $3.00 per share, or tBea@fte
Unless terminated earlier by the Company in its sole discretimnoffering will terminate on the earliest to occur of (¢ date on which we se
the maximum number of Offered Shares, or the Maximum Offerifjgth@ date on which the ruling is issued by the court on aiomdor a

preliminary injunction in connection with igation we are engaged in with Disney Enterprises, Inc., et al., or the Disnggtibit, or (iii)

December 31, 2016. SeBESCRIPTION OF THE BUSINESS - Legal Proceeding$ We refer to any of these three dates as the Termine
Date. The initial closing date will occur at the Company’s sole discretion and may be any date after the Company hasnckeeivepted
subscriptions for at least the minimum number of Offered&hand before the Terminati®ate. If, on the initial closing dat we have sold les
than the maximum Offered Shares, then we will hold one or mddé@ional closings for additional sales, up to the maximum earmbOffered

Shares, through the Termination Date. Purchases of Shares in excess of $5,000 must be transmitted by investors diexotyrdyraribfer or
electronic funds transfer via ACH to a non-interest bearing escrow account maintained by Issuer Direct. Purchases ofhghanesuimt of
$5,000 or less may be submitted through an investor's VidAngel customer account in accordance with the billing information for such

www.vidangel.com, and will not be held in the escrow account maintained by Issuer Direct, but will be held in a separtgeesiohaaring
account held by VidAngel. Upon achieving the minimum offeringpant and the initial closing of this offering, the proceedgHeroffering will

be distributed to the Company and the Offered Shares wilaed to the investors. If tm@nimum offering amount is not sold, the procee
from the offering will be promptly returned to investors without interest. The minimum purchase requirement is fifty (&@) Stftaes ($150)
however, we can waive the minimum purchase requirement on a case to case basis in our sole discretion. We expect tthecsateaidae
Offered Shares as of the date on which the Offering Statement of which this Offering Circular is a part is declared gubkfigdited States
Securities and Exchange Commission.

The date of this Offering Circular is October 19, 2016
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Proceeds to

Price to Expense Proceeds to Other
Public Reimbursements1 Company2
Persons
Per Offered Share: $ 3.00 $ 0.00 $ 3.00 $ 0
Minimum Offering Amount: $ 5,000,000 $ 0.00 $ 5,000,000 $ (
Maximum Offering Amount: $ 11,250,000 $ 0.00 $ 11,250,000 $ (

1 We do not intend to use commissioned sales agentaderwriters. Please refer to the section entitRIdAN OF DISTRIBUTION”  of
this Offering Circular for additional informatn regarding distribution of the Offered Shares

2 Does not include estimated offering expenses including, withmitation, legal, accounting, priimg, advertising, travel, arketing, blue-
sky compliance and other expenses of this offering, as welaasfér agent fees and fees payable to Issuer Direct. Offexppenses are
estimated at $280,000 if the Minimum Offegi Amount is raised and $430,000 if theX¥aum Offering Amount is raised. SeBLAN OF
DISTRIBUTION ".

Generally, no sale may be made to you in this offering if the aggregate purchase price you pay is more than 10% of the greaite
your annual income or net worth. Different rules apply to accredited investors and non-natural persons. Before making ar
representation that your investment does not exceed applicable thresholds, we encourage you to review Rule 251(d)(2)(i)(CegtiRtion
A. For general information on investing, we encourage you to refer to www.investor.gov

An investment in the Offered Shares is subject to certain risks and should be made only by persons or entities able to bear
risk of and to withstand the total loss of their investment. Prospeote investors should carefully consider and review the RISK
FACTORS, beginning on PAGE 6.

THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION, OR THE COMMISSION, DOES NOT PASS UPON
THE MERITS OR GIVE ITS APPROVAL TO ANY SECURITIES OFFERED OR THE TERMS OF THE OFFERING, NOR DOES IT
PASS UPON THE ACCURACY OR COMPLETENESS OF ANY OFFERING CIRCULAR OR OTHER SELLING
LITERATURE. THESE SECURITIES ARE OFFERED PURSUANT TO AN EXEMPTION FROM REGISTRATION WITH THE
COMMISSION; HOWEVER, THE COMMISION HAS NOT MADE AN INDEPENDENT DETERMINATION THAT THE
SECURITIES OFFERED ARE EXEMPT FROM REGISTRATION.

This Offering Circular is following the offering circular format described in Part Il of Form 1-A.
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SUMMARY

This summary of the Offering Circular highlights material information contained elsewhere in this Offerinta/Ci Becausetiis a
summary, it may not contain all of the infation that is important toyour decision of whether to invest in the Offered SharBo understanc
this offering fully, you should read the entire Offering Circular carefully, includingRtis& Factorssection. The use of the wordae” “ us,”
“the Company’ “ VidAngel,” or “ our” refers to VidAngel, Inc., except where the context otherwise requires. The Byfiaw/s' refers to the
bylaws of VidAngel, Inc. The termCertificate’ refers to VidAngel, Inc.’s certificate oincorporation, as amended. TheStockholders
Agreement refers to the Stockholders Agreement of VidAngel, Inc. The t&ovérning Documentsrefers to the Certificate, Bylaws ant
Stockholders Agreement.

VidAngel, Inc. is the leading entertainment filtering compagiying families the choice to neove objectionable content fromovies
they watch in their homes. By letting viewers customize content and watch “however the BLEEP they want”, VidAngel belifarssthiec
greatest degree of personal choice in the entertainment marketplace.

The Company

In 2013, four brothers, Neal, Daniel, Jeffrey, and Jordan Harmon, founded VidAngel, a filtering company that gives vieWeicethe
remove objectionable content, such aslesice, sex, nudity and/or language, fromhatized copies of movies and televisiorogmams. The
Harmon brothers, as fathers of children aged newborn to tee, searching for a better way veatch quality content with thekids. They
founded VidAngel to give their families, and all other families, greater personal choice in the movies and television fregnaatsh at home
VidAngel's purpose is not only to allow families to watch “however the BLEEP they want,” but to protect an individual'glegal customize
the content they watch at home. Today, management belieategidiAngel is the leading filtering company, with applicationsApps, available
on all major platforms, and that the potentdamand for VidAngel's service is significant.

The Company was formed as a Utah limited liability company on October 22, 2013, pursuant to a Certificate of Formation fiied
State of Utah’s Department of Commerce and that certain Operagimegment of the Company, dated December 13, 2013, by andgatin®
Company and its members. Subsequently, the Company was eshued VidAngel, Inc., a Delaware corporation, on February2024,
pursuant to Articles of Conversion filed withe State of Utah’s Department of Commerce.

The Company has authorized capital stock consisting of 25,000,000 shares of common stock, par value $0.001 per share, «
stock, of which 21,250,000 shares have been designated asAClasisg common stock, or the Class A Common Stock, and 3,06(have
been designated as Class B Common Stock.

Investorsn this offering will acquire our Clas®8 Common Stock and become holders of Glass B Common Stock, or our Class
Common Stockholders, with respect to their ownership of Offered Shares. Upon investors’ receipt of Offered Shares puttuba3édring,
they will become bound by our Bylaws, Certifieaind Stockholders Agreement. Our Bysawertificate anctockholders Agreenmé govern
the various rights and obligatis of our stockholders, including thea€$ B Common Stockholders.

On June 9, 2016, Disney Enterprises, Inc., Twentieth CeffoxyFilm Corporation, and Warner Bros. Entertainment, Inc. (tbfelee
six major studios), joined by LucasFilmd.t LLC, or, collectively, the Plaintiffs, filed a federal lawsuit against VidAngelthe Disney
Litigation, alleging two claims: (a)opyright infringement, and (b) @fation of the Digital Millennium Copyright Act (or tH8MCA, codified at
17 U.S.C. Sections 1201-04). The Plaintdfe seeking monetary damages, costs, and attorneys’ fees from VidAngel, asprelingisary and
permanent injunctions prohibiting VidAngel frooontinuing to engage in the alleged wibbns. VidAngel contends that its lnesss is expressly
allowed by the Family Movie Act of 2005 (or the FMA, largely dmdi at 17 U.S.C. Section 110(11)) and by the doctrine of 'fae)."
VidAngel has alleged counterclaims asserting that the Plaintiffs are engaged in anti-competitive behavior. The Disney Litigation is cur
very early stage. VidAngel plans to use a substantial portion of the proceeds of this offering to defend the Disney, liitjatiog by
prosecuting its counterclaims, through appeal. If VidAngel loses the Disney Litigation, the loss will have a materiattideeoseVidAngel's
financial condition and on its abilityo continue business operatiorfee RISK FACTORS-We are engaged in current litigation, the
outcome of which, if not favorable to VidAngel, would have a material adverse effect on us and our ability to continue our busss
operations" on page 7 and "DESCRIPTION OF OUR BUSINESS-Legal Proceedings-Disney Litigatidron page 28.

Taxation

We are taxed as a subchapter C Corporation, and, as suche wexjaired to pay federal income tax at the corporate tax aatesir
taxable income.
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Securities Offered

We are offering a minimum of 1,666,667 and a maximum of 3,750,08@s'of our Class B Common Stock in this offering witt
minimum purchase requirement of fifty (50) Offered Shares; howeegearan waive the minimum purchase requirement in our ssteation. If
we sell at least the minimum number of Offered Shares, or therdin Offering, on or before the Termination Date, then we aldlse on the
Minimum Offering, or the Initial Closing, and this offering will continue until terminated on the earlier of (i) a ruling @isthey Litigation; (ii)
the date on which we sell the maximum number of Offered Shares, or the Maximum Offering, or (iii) December 31, 2WBSS8EPTION
OF THE BUSINESS - Legal Proceedings The Initial Closing will occur at the Company’s discretion on any date after the Company s
least the Minimum Offering and before the Termination Date. If onrtitial Closing date we have sold less than the Maximufaridg, we will
hold one or more additional closings, odditional Closings, in our sole discretiéor additional sales, up to the Maximumf&ing, until the
Termination Date. Purchases of Shares in excess of $5,000 muahbmitted by investors directly by either wire transfeelectronic funds
transfer via ACH to a non-interest bearing escrow account maintained by Issuer Direct. Purchases of Shares in the aff00rdrdeé$s may
be submitted through an investor's VidAngel customer account in accordance with the billing information for such investoridangel.com,
and will not be held in the escrow account maintained by Issuer Direct, but will be held in a separate non-interest bmaminge&tdy
VidAngel. Upon the Initial Closing, the proceeds collected for such closing will be disbursed to the Company and the GifesefrSéuch
closing will be issued to investors. If a closing does not occur for any reason, the proceeds for such closing wiltly returned to investors
without interest and without deduction.

Investors inthe Offered Shares will become our Class B Common Stockholders. Our Class B Common Stock is common r
equity and contains no preferences@sther classes of our capital stock.

Class B Common Stockholders are not entitled to vote their Class B Common Stock, including in the election of directo
“SECURITIES BEING OFFERED — Description of Certificate and Bylaws”

Our ability to pay dividends depends on bothour achievement of positive cash flovand our Board’s discretion in declaring
dividends. For our most recent fiscal year ended December 31, 201alieed a net loss of $1,382,016. The Company has neveretkola
paid cash dividends on its capital sto€ke Company currently intends to retamyduture earnings to finance the growth atevelopment of its
business and therefore does not anticipate paying any cash dividends for the foreseeable future. The order and priisitgtesfdsuis further
described in SECURITIES BEING OFFERED - Dividends.”

Management

The Company is governed by our certificate of incorporation, as amended, or our Certificate, and our bylaws, or our Byle
following summary describes material provisions of our Certificate and our Bylaws as those documents pertain to the maofagem
Company, but it is not a complete description of our Certificate, our Bylaws or any combination of the two. A copy of our Certificate
Bylaws are filed as exhibits to the Offering Statetmanwhich this Offering Circular is a part. SeSECURITIES BEING OFFERED —
Description of Certificate of Formation and Bylaw’s

Board of Directors

Subject to our stockholders’ righto consent to certain transactionpesvided under the Delaware General Corporate Lald@®€L,
the business and affairs of the Company are controllednioyath powers are exercised by, our board of directors, or ourdB@ar Board is
required to consist of not fewer than three (3) nor more thven(&) directors, the exact number to be set from time to liynéne Board. Our
Board is comprised of Paul Ahlstrom, Neal Harmon and Dalton Wright. Our Board is elected each year at the annual messny Gb@imon
Stockholders, to hold office until the next annual meeting and until their successors are elected and qualified. Any tedvjiretarships
resulting from an increase in the authorized number of directors and any vacancies occurring in our Board may be fiifarbptikie vote of
the remaining directors. A director may ggsiat any time, and the Class A Common Btatders may remove a director at anyej with or
without cause, by the affirmative vote of a majority of stockholders voting in sucsiateciAs Class B Stockholders, investin this offering
will have no rights to vote in the election or removal of members of our Board.

The DGCL provides that stockholders of a Delaware corporation are not entitled to the right to cumulate votes in thef elieetimiso
unless its certificate of incorporation provides otherwise. Our Certifiltzgs not provide for cumulative voting.

Our Board may designate one or more committees. Such committeesansist of one or more directors. Any such committedheo
extent permitted by applicable law, will have and may exemistne powers and authority of the Board in the managemehgediusiness anc
affairs of the Company.
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Officers

The Board has the authority to select the officers of the Compharder our Bylaws, the officers are required to consist©@hairman
of the Board, a Chief Executive Officer, or CEO, a Secretaryaaiiceasurer. In addition, the Board may elect one or more Gfz@rmen,
President, Chief Financial Officer and Vice Presidents, and such other offices as the Board may determine. Two or méoecaightomed
offices may be held by the same person. Our officers are: é) Namon, CEO; (ii) Jeffreydarmon, Chief Marketing Officer;ii{) Elizabeth
Ellis, Chief Operating Officer, or COO; (iv) Patrick Reilly, Direcof Finance and Secretary; and (v) David Quinto, Geneyah€kel

At the first meeting of the Board following the annual meetihgtockholders, the Board appoirtie officers, however the Bod may
also empower the CEO to appoint subordinate officers and agents for us. Each officer so elected holds office until Secbuotfessor is
elected and qualified or until the officer’s earlier resignation oroneal. Each officer is required to perform such dutiesrasprovided in the
Bylaws or as the Board may from time to time determine. Sutgebe rights, if any, of an officer under any employment egent, any officer
may be removed, with our without cause,tbg affirmative vote of a majority of the Bma An officer may resign at any tiniy giving notice to
the Board. Our CEO is in charge of the general affairs of tmep@ay, subject to the oversight of the Board. In case anyepfcabsent, or for
any other reason the Board may deem sufficient, the CEO or the Board may delegate the powers and duties of such ofitber wifeagr or
to any director.

Transfer Restrictions

The Company’s Class B Common Stock is subject to the terms and conditions of our Stockholders Agreement. The following
describes material provisions olr Stockholders Agreement as this documengpestto our Class B Common Stock, but it is a@omplete
description of our Stockholders Agreemehtcopy of the form of our Stockholdéxgreement is filed as an exhibit to the OffgrStatement of
which this Offering Circular is a part. Se&SECURITIES BEING OFFERED — Description of Stockholders Agreement

Investors in our Class B Common Stock will be subject to the restrictions on transfer set forth in our Stockholders Aguseteetiie
terms of our Stockholders Agreement, transfer of shares of our Class B Common Stock will be subject to a right of firstesfissddle first
by the Company, second, by our Class A Common Stockholders, and, third, by our remaining Class B Common Stockholdersep
Stockholders Agreement. Prior to any transfer or proposed ¢ramis§hares, the transferring shareholder, or the Seller, is required to give v
notice to us and to the remaining stockholders of such proposed transfer. The certificatesdtarss B Common Stock will Hegended to
reflect these restrictions.

Summary Risk Factors

An investment in our Offered Shares involves a number of risks.FB&K“FACTORS,” of this Offering Circular. Some of the more significa
risks include those set forth below.

e An investment in our Offered Shares is a speculative imesdtt and therefore, no assurance can be given that you wilergalur
investment objectives.

e \We intend to retain all our earningsr fihe future operation and expansion of dussiness and do not anticipate making aagh
distributions at any time in the foreseeable future.

e Over our past two fiscal years, we have experienced aggregate net losses.
e We have limited operating history upon which to base an investment decision.
e \We are new and face all the risks of an early-stage company.

e \We are engaged in current litigation, the outcome of whiagtifavorable to VidAngel, would have a material adverse effleus and
our ability to continue business operations.

e If our efforts to attract and retain customers are not successful, our business will be adversely affected.

Changes in competitive offerings for entertainment video, including the potential rapid adoption of piracy-based vides, aibeth
adversely impact our business.
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e The long-term and fixed cost nature of our content commitments may limit our operating flexibility and could adversebuai
liquidity and results of operations.

e If we are not able to manage change and growth, our business could be adversely affected.

e |f we fail to maintain or, in new arkets establish, a positive reputation witlstomers concerning our service, including tontent we
offer and the ease of use and accuracy of our content filters, we may not be able to attract or retain customers, arid@ueipes:
may be adversely affected.

e We face risks, such as unforeseen costs and potential liability in connection with content we acquire, filter and/ta distrigh our
service.

e Any significant disruption in or unauthorized access to our computer systems or those of third parties that we utilzeeatiams,
including those relating to cybersecurity or arising from cyitaeks, could result in ads or degradation of service, uitaarized
disclosure of data, including customer and corporate infoomatir theft of intellectual propsstincluding digital contenassets, which
could adversely impact our business.

e If the technology we use in operating our business fails,nbesainavailable, or does not operate to expectations, ourebsisimd
operating results could be adversely impacted.

e Changes in how network operators handle and charge for access to data that travel across their networks could advemaly
business.

e Our reputation and relationships with customers would be harmed if our customer data, particularly billing data, wete bcc
unauthorized persons.

e |f our trademarks and other proprietarghts are not adequately protected to prewse or appropriation by our compestahe value
of our brand and other intangible assets may be dsiméui, and our business may be adversely affected.

e Intellectual property claims against esuld be costly and result in the losssggnificant rights reated to, among othehings, our web
site, filtering technology, our recommenaetiand merchandising technology, titléestion processes and marketing activities

e We are engaged in legal proceedings that could cause us to incur unforeseen expenses and could occupy a significarduan
management's time and attention.

e \We are dependent on our management to achieve our objectives, and our loss of, or inability to obtain, key personray cou
hinder implementation of our business and growth strategieshwbidd adversely affect the value of your investment analoility to
pay dividends.

e This is a fixed price offering and the fixed offering price may not accurately represent the current value of us orsoat asge
particular time. Therefore, the purchase price you pay for theddfféhares may not be supported by the value of our asseéstame
of your purchase.

e \We may change our operational policies and business and groatbges without stockholder carg, which may subject u® t
different and more signidant risks in the future.

Interest of Management and Related Parties

We have entered into a Promotion and Services Agreement for marketing services with Harmon Brothers LLC, or HB, a co
which our co-founders and executive officers, Neal Harmon and yléffaemon, own substantially all the equity. We have edtéméo an
Investors Rights and Voting Agreement witértain of our significant investors, creatiogrtain board rightsWe have alsoecently entered intc
an employment agreement with our General Counsel.

Reporting Requirements under Tier |l of Regulation A

Following this Tier Il, Regulation A offering, we will be required to comply with certain ongoing disclosure requirement&uled:
257 of Regulation A. We will be required to file: an annual report with the SEC on Form 1-K; a semi-annual report wighdhe=8&n 1-SA,
current reports with the SEC on Form 1-U; and a notice under cover of Form 1-Z. The necessity to file current repottiggelideeby certain
corporate events. Parts | & Il of Form 1-Z will be filed by uanfl when we decide to and are no longer obligated to fiepaovide annual
reports pursuant to the requirements of Regulation A.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This Offering Circular contains certafarward-looking statements thate subject to various risks and uncertainties. Fahi@oking
statements are generally identifiable by use of forward-looking terminology such as “may,” “will,” “should,” “potentialyid;intexpect,”
“outlook,” “seek,” “anticipate,” “estimate,approximately,” “believe,” “could,” “project,” “predict,” or other similar words expressions.
Forward-looking statements are based on aedasumptions, discuss future expectatialescribe future plans and strateg@stain financial
and operating projections or state other forward-looking information. Our ability to predict results or the actual effect of future events
plans or strategies is inherently uncertain. Although we believe that the &iqesteflected irour forward-looking stateemts are based o
reasonable assumptions, our actual results and performance cibeidrditerially from those set forth or anticipated in oomwfard-looking
statements. Factors that could havenaterial adverse effect on our forward-lgukistatements and upon our business, results of opera
financial condition, funds derived from operations, cash available for dividends, cash flows, liquidity and prospectdirtcueeot limited to,
the factors referenced in this Offering Circular, including those set forth below.

When considering forward-looking statements, you should keep in mind the risk facdavghar cautionary statements in thie@ng
Circular. Readers are cautioned not to place undue reliance on any of these forward-looking statements, which reflecewfvtevdate o
this Offering Circular. The matters summarized below and elsewhere in this Offering Comuihicause our actual results and performanc
differ materially from those set forth or anticipated in fardrlooking statements. Accordinglyye cannot guarantee futuresuodts or
performance. Furthermore, except as required by law, we are under no duty to, and we do not intend to, update any ofl-dookionyv:
statements after the date of this Offering Circular, whether as a result of new information, future events or otherwise.
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RISK FACTORS

An investment in our Offered Shares is highly speculative and is suitable only for persons or entities that are ableddhevaklet of
the investment. An investment in our Offered Shares should be made only by persons or entities able to bear the oskitfstamd tthe total
loss of, their investment. Prospectiveastors should consider the following rigkefore making a decision to purchase @ffered Shares. Tc
the best of our knowledge, we have includednaterial risks to investors in this section.

General Risks of an Investment in Us

An investment in our Offered Shares is a speculative investmemind, therefore no assurance can be given that you will realiz
your investment objectives.

No assurance can be given that investors will realize a return on their investments in usherythét not lose their ent investment
in our Offered Shares. For this reason, each prospective investor of our Offered Shares should carefully read this ©éf@ninglCi SUCH
PERSONS OR ENTITIES SHOULD CONSULT WITH THEIR ATTORNEY OR FINANCIAL ADVISOR PRIOR TO MAKING AN
INVESTMENT.

We do not intend to pay dividends for the foreseeable future.

We intend to retain all of our earnings for the future operadioth expansion of our business and do not anticipate makingaasiy
distributions at any time in the foreseeable future.

Over our past two fiscal years, we have experienced aggregate net losses

We recorded net losses of $777,916 in fiscal 2014 and net los$4s382,016 in fiscal 2015, resulting in an aggregate rest ¢d
$2,159,932 over our last two fiscal years. If our ability to generate positive net income remains inconsistent in tHeefutlue, of our Class E
Common Stock would likely be matally and adversely affected.

Our future indebtedness may limit ou ability to declare and pay dividends and may affect our operations.

Although we don't anticipate doing so in the near future, we may deetkfinancing eventually to assist with the financinguf future
operations. Our ability to make principal and interest payments with respect sua@mnylebt incurred depends on future panfnce, which
performance is subject to many factors, some of which widuiside of our control. In additiomost of such indebtednessIMikely be secured
by substantially all of our assets and will contain restricteeenants that limit our ability to distribute cash and to rinadditional
indebtedness. Payment of principal and rieée on such indebtedness, as well angl@nce with the requirements and coveraot such
indebtedness, could limit our ability to pay dividends to our stockholders, if at all. Such leverage may also adversaly affgicy to finance
future operations and capital needs, or to pursue other business opportunities and make results of operations morecsasepsblbusines
conditions.

We have limited operating history upon which to base an investment decision.

We are an early-stage company in which you may lose your entire investment. We began operations in 2013. Because wéeka
operating history, we are unable to provalgnificant data upon which to evaluatélyuwur prospects and an investment irr gecurities. Our
ability to succeed and generate operating profits and positive operating cash flow will depend on our ability, amonggsther thin

Develop and execute our business model;

Attract and maintain an adequate customer base;

Raise additional capital as contemplatethis offering, if necssary in the future;
Pending and potential lawsuits threatgnour ability to provide our services; and
Attract and retain qualified personnel.
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We cannot be certain that our business strategy will be successful in the long-term because this strategy is still elatwelyexen if
successful, we may face difficulty in managing our growth. As an early-stage company, we will be particularly suscepgbtesks #nd
uncertainties described these risk factors.

We are new and face all the risks of an early-stage company.
We may encounter challenges and difficulties frequently experienced by early-stage companies; including:

A lack of operating experience;

Increasing net losses and negative cash flows;
Insufficient revenue or cash flow to be self-sustaining;
An unproven business model;

Difficulties in managing rapid growth.

We are engaged in current litigation, the outcome of which, if not favorable to VidAngel, would have a material adverse effect
us and our ability to continue our business operations.

We are currently engaged in the Disney Litigation, as well aafitig with ClearPlay, Inc., or the ClearPlay Litigation, gtah to use a
substantial amount of the proceeds of this offering in our defense in the Disney Litigation. If the Disney Litigation eedledinldd agains
VidAngel, it would have a material adverse effect on not only fmancial condition but our ability to continue business apens. See
“DESCRIPTION OF THE BUSINESS - Legal Proceedings’below for a detailed summary of our current litigation.

Risks Related to Our Business
If our efforts to attract and retain customers are not successful, our business will be adversely affected.

We have experienced positive customer growth since launching the latest version of our service in December 2014. Our
continue to attract customers will depend, in part, on our abdigonsistently provide owustomers with compelling contiechoices, a quality
experience for selecting and viewing TV shows and movies, and dynamic filteluimis® set to the customer’s preferencestitarmore, the
relative service levels, content offeringsicing and related features of competitors to our service may adversely impadildyrto attract and
retain customers. Our main direct competition is ClearPlay, trcClearPlay, which also offers a filtering service. Other entertainment \
providers that do not currently offer dtdring service, such as multichannel videmgramming distributa;, Internet-basedhovie and TV
content providers (including those that provide pirated conterd brick-and-mortar DVD reat outlets, including without limtation Netflix,
Amazon Prime, Vimeo, Hulu, and Xfinity OnDemand, could becdimect competitors in the futer If consumers do not perceive our service
valuable, including if we introduce new or adjust existinguess, adjust pricing or servicefefings, or change the mix ebntent in a manne
that is not favorably received by them, we may not be able to attract and retain customers. In addition, many of our tystomsesvice
resulting from word-of-mouth advertising froexisting customers. If our efforts totsdy our existing customers are not sessful, we may not
be able to attract new customers, and, as a result, our abiliaitttain and/or grow our business will be adversely affecfedtomers may
cease to use our service for many reasons, including the need to cut household expenses, unsatisfactory availability afnyoetiéne
services providing a better value or experieraed customer service iesinot being satisfactorily resolved. We must comtliyuadd new
customers both to replace departed customers and to grow our business beyond our current customer base. Given, ihgiasticudantént
costs are largely fixed in nature, we may not be abledjost our expenditures or increase our (per customer) revenues cematerwith a
lowered growth rate such that our margins, liquidity and restit@eration may be adversely impacted. If we are unablenipete successfully
with current and new competitors in retaining existing customers and attracting new customers, our business will be adversely affectec
excessive numbers of customers cease using our service, we may be required to incur significantly higher marketing expanditer
currently anticipate to replace these customers with new customers.
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Changes in competitive offerings for entertainment video, includig the potential rapid adoptionof piracy-basedvideo offerings,
could adversely impact our business.

The market for entertainment video is intensely competitive and subject to rapid change. Through new and existing distaifnoisn
consumers have increasing options to access entertainment video. The various economic models underlying these charmedsdriptiaie
transactional, ad-supported and piracy-based services. All have the potential to capture mesmgngfnots of the entertainnievideo market
and could offer filtering services in the future. Piracy, in particular, threatens to damage our business, as its fundaposiitahgo consumer:
is so compelling and difficult to compete against: virtually all content for free and some content available has alreadyteloeéor «
objectionable content. Furthermore, in light of the compelling consumer proposition, piracy services are subject to répigogftbe
Traditional providers of entertainment videmmcluding broadcasters and cable network operators, as well as Internet-basmdherce
entertainment video providers, are increasing their Internet-based video offerings. Several of these competitors ha\atitanisfmeres, large
customer bases, strong brand recognition and significant financial, marketing and other resources. They may secure lhettersigupiers,
adopt more aggressive pricing, and devote more resources to product development, technology, infrastructure, contens acglisgidketing.
New competitors may enter the market or existing providers maystatheir services with unique offerings or approaches to igiray
entertainment video. Companies also may enter into busamesbinations or alliances that strengthen their competitive positidé we are
unable to successfully or profitably competegh current and new competitors who do or may offer filtering services in theefuiur business
will be adversely affected, and we may not be able teas® or maintain market skarevenues or profitability.

The long-term and fixed cost nature ofour content commitments may limit our operaing flexibility and could adversely affect
our liquidity and results of operations.

In connection with obtaining video content, we typically pase significant quantities gshysical DVDs or Blu-ray discs in
anticipation of customer demand, the payment terms of which are not tied to customer usage or the size of our custowen liasen@iiple-
year duration and largely fixed cost natafepurchasing physical DVDs and Blu-rdiscs, if customeacquisition and retentiodoes not mee:
our expectations, our margins may be adversely impacted. Textéet customer base and/oveaue growth do not meet our exfeions, our
liquidity and results of operations could be adversely affected as a result of large capital expenditures for physical BUBsgmdiscs. In
addition, the long-term and fixed cost n&twf our purchasinghysical DVDs and Blu-radiscs may limit our flexibility in pnning for, or
reacting to changes in our business amdntfarket segments in which we operate.

We are devoting more resources to the development, marketihdistribution of filtered contenincluding TV series and mas. We
believe that filtered content can help differentiate our service from other offeeiniggnce our brand and otherwise attract and retain custol
To the extent our ability to provide customers with custom erdntilters does not meet the Company’s and our customers’ tatipes, in
particular, costs, viewing and popularibyr business, including our brand and resofitsperations may be adversely impakte

If we are not able to manage change and growth, our business could be adversely affected.

We are expanding our operations, scalingfitering service to effectively and relipbhandle anticipated growth in bothstamers and
features related to our service, ramping up our ability to prosigomers with custom content filters, as well as contintengperate our
service within the U.S. As we scale up our filtering service, we are developing technology and utilizing third-party “olag@’ strvices. As
we ramp up our offering of content filtenme are building out crowdeurcing expertise in a numbef distinct roles, includig video viewers,
video taggers, video reviewers and video publishers. If we arabt®tto manage the growing complexity of our business,dimguimproving,
refining or revising our systems and op@raal practices related to our video operations and filtering content, our busiagsise adversely
affected. SeDESCRIPTION OF THE BUSINESS.”

If we fail to maintain or, in new markets establish, a positive reputation with customers concerning our service, including th
content we offer and the ease of use and accuracy of our content filters, we may not be able to attract or retain customers, @ur
operating results may be adversely affected.
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We believe that a positive reputation important to attract and retain customerho have a number of choices for obtaini
entertainment video. To the extent our o} particularly our content filters, merceived as low quality, or our failure sufficiently filter
offensive or otherwise undesired content to customers, our ability to establish and maintain a positive reputation maseheiagaeted.
Furthermore, to the extent our marketiegstomer service and public relations efaate not effective or create a negattemsumer reaction
our ability to establish and maintain a po&treputation may be adversely impacted. As we expand into new markets, we estblish our
reputation with new customers. To the extent we are unsuat@ssfeating positive impressions, our business in new mankaysbe adversely
impacted.

Changes in how we market our service could adversely affect our marketing expenses and our customer base may be adve
affected.

We utilize a broad mix of marketing and public-relations programs, including social media sites stadebook, YouTube anditter,
to promote our service to potentialistomers. We may limit or discontinue thee or support of certain marketing sources aividies if
advertising rates increase or if we become concerned that customers or potential customers deem certain marketing prsivéces
damaging to our brand. If the available marketing channelswatailed, our ability to attract wecustomers may be adversalffected.

If companies that promote our service determine that we negatively impact their businesses, decide to compete morehdact
business, enter a similar business, or choose to exclusively support our competitors, we may no longer have accessatixet@ntaichennels
If we are unable to maintain or replace our sources of customers with similarly effective sources, or if the cost ofrgus@xisés increase:
our customer base and marketing expenses may be adversely affected.

We face risks, such as unforeseen costs and potential liability oonnection with content we acquire, filter and/or distribute
through our service.

As a distributor of content, we face potential liability for negligence, copyright and trademark infringement, or othevadainsn the
nature and content of the materials that we acquire, filter and/or distribute. We also may face potential liability fousehienpromoting oul
service, including marketingaterials and features on our Web site such awmer reviews. As we expand our offering of emffilters, we
have become responsible for costs of producing content maps and other features. We also take on risks associatedswith distgneducing
filters that do not seamlessly stream @wmtbut rather produce an unsatisfactory experience to the viewing customer. Xtetiierve do not
accurately anticipate costs or mitigate risks, including for content that we obtain but ultimately do not make availabkexiceuor if we
become liable for content we acquire, filerd/or distribute, our business may suffer. Litigation to defend such claims lm®wdstly and the
expenses and damages arising from any liability or unforeseen production risks could harm our operating results. We mdgmatfieel or
insured against such claims or costs of these typesDERCRIPTION OF OUR BUSINESS — Legal Proceedings.”

If studios, content providers, content distibutors or other rights holders refuse to sell us their content or other rights orterms
acceptable to us, our business could be adversely affected.

Our ability to provide our customers with a filtering servicpatals on studios, carit providers, wholede content distritiers and
other rights holders upon whom we rely to produce and/or provitieeusontent we redistributélter, and stream to our cushers.

If the studios, content providers, wholesatmtent distributors and otheghts holders are not willing or able to sell ug/pical content
on terms acceptable to us, our ability to filter content remotely to our customers would be adversely affected and/orcoutdcostsease.
Many of the methods by which we purchase physical media frenstiidios, content providers, whehle content distributors other rights
holders could cease offering new content to our service relatively quickly. The actions of such parties, as well as athee actigriake coulc
impair the availability of new content for streaming through senvice on short notice. As coetftion increases, we may sée cost of
programming increase. We focus on programming an overall mix of ¢ahi@ndelights our customens a cost efficient mannewithin that
context, we are selective about the titles we purchase for inclusion in our service. If we do not maintain a compelliogmertdbr filtering,
our customer acquisition and retiemt may be adversely affected.
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We rely upon a number of partners to make our service available on their devices.

We currently offer customers the ability to receive filtered content through a host of Internet-connected screens, incdydiigital\
video players, television set-top boxes ambite devices. We have agreements with various tech compamdedistributors tanake our service
available through the television set-top boxes of such service providers. We intend to continue to broaden our capabdyttéiltered TV
shows and movies to other platforms andmpers over time. If we are not successfuimaintaining existing and creating neelationships, or if
we encounter technological, cent licensing, regulatory or othé@mpediments to delivering our filtered content to our cusi@via those
devices, our ability to grow our businessutd be adversely impacted. Furthermore, the devices are manufactured and soiielsyotimer than
us and while these entities should be responsible for the devices' performance, the connection between us and those devices ma
result in customer dissatisfaction toward the Company and sudtisfiastion could result in clais against us or otherwiséwersely impact our
business. In addition, technology changes to our product functionality and offering of content filters may require thatypatéertheir
devices. If partners do not update or othieevmodify their devices, our service and eustomers’ use and enjoyment could regatively
impacted.

Any significant disruption in or unauthori zed access to our computer systems or the®f third parties that we utilize in our
operations, including those relating to cybersecurity or arisig from cyber-attacks, could result in a loss or degradation ofesvice,
unauthorized disclosure of data, including customer and corpora information, or theft of intellectual property, including digital content
assets, which could adversely impact our business.

Our reputation and ability to attract, retain and serve ostoauers is dependent upon the reliable performance and seduaty ¢
computer systems and those of third parties that we utilize iroperrations. These systems may be subject to damage ouptitanr from
earthquakes, adverse weather conditions,rotla¢ural disasters, terroristtacks, power loss, telecommunications failuresl eybersecurity
breaches. Interruptions in these systems, or with the Internet in general, could leave our service unavailable or deghadeteohinder our
ability to deliver filtered content to our customers. Service interruptiongsermrour software or the unavailability of computer systems use
our operations could diminish the overall attracte®sof our service to existing and potential customers.

Our computer systems and those of third parties we use in our operations are vulnerable to cybersecurity breaches, betu
attacks such as computer viruses, deafadervice attacks, physical electronic break-ins andnsilar disruptions. These stems periodically
experience directed attacks intendedetad to interruptions and delays in our seevand operations as well as loss, misustneft of data. Any
attempt by hackers to obtain our datac(uding customer and corporate informoafi or intellectual property (including digitaontent assets)
disrupt our service, or otherwise access our systems, or those of third parties we use, if successful, could harm ourebagpassiye to
remedy and damage our reputation. We have implemented cgystéms and processes to thwart hackers and protect our daigsterds. To
date hackers have not had a materialaotpn our service or systems however thindsassurance that hackers may not be essfal in the
future. Our insurance does not cover expenses related to such disruptions or unauthorized access. Efforts to preveoinhdiskeptifg our
service or otherwise accessing our systems are expensive to implement and may limit the functionality of or otherwisg megativelur
service offering and systems. Any significant disruption to our service or access to our systems could result in a lossets eust adversel
affect our business and results of operation.

We utilize our own communications and computer hardware sydteated either in our facilities an that of a third-party We hosting
provider. In addition, we utilize third-party “cloud” computing services in connection with our business operations. Wézalsmiubwn and
third-party content delivery networks to help deliver TV shows and movies in high volume to our customers over the InBnotgdems faced
by us or our third-party Web hosting, "cloud" computing, dreotnetwork providers, including technological or business-ieldigruptions, as
well as cybersecurity threats, could adversely impact the experience of our customers.
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We rely upon certain third party cloud computing service providers to operate certain aspects of our service and any disruptio
of or interference with our use of such services from our providers would impact our operations and our business would be adey
impacted.

Several third party cloud computing services providers provide VidAngel with a distimamputing infrastructure platformrfc
business operations, or what is commonly referred to as a "cloud" computing service. We have designed our software arsl/stamnsuser a
to utilize data processing, storage capabiliéied other services provided by such providers. Currently, we run the vasitynajour computing
using such third party cloud computing sees. Given this, along with the fact thaé cannot easily switch our operationsateother cloud
provider, any disruption of or interference with our use of such services from our providers would impact our operationBusirtesa would
be adversely impacted.

If the technology we use in operating our business fails, becomanavailable, or does not operate to expectations, our busise:
and operating results could be adversely impacted.

We utilize a combination of proprietary and third-party technology to operate our business. This includes technology welbped
or that has been assigned to us, such as our Content Delivéfyiltering Solution, Filte€uration Platform, and our Remd#edia Ownership
Management. We also use technology to recommend and merchaoiset do our consumers as well as to enable fast and effi@énery of
content to our customers and their varicosasumer electronic devices. For example,have built and deployed our video ooaatent delivery
network, or CDN. To the extent Internet Service Providers, or, |8®$0t interconnect with our CDN, or if we experience diffies in its
operation, our ability to efficiently aneffectively deliver our content and ourfefing of content filters to our customersuld be adversely
impacted and our business and results of operation could beselyvaffected. Likewise, ibur recommendation and merchandgstechnology
does not enable us to predict and recommend titles that our @rstevill enjoy, our ability to attract and retain customees/ rhe adversely
affected. We also utilize third party technology to help market our service, process payments, and otherwise manageptrataaily af our
business. If our technology or that of third parties we utilize in our operations fails or otherwise operates impropésiilitydor gperate our
service, retain existing customers and add new customers niapaieed. Also, any harm to our customers’ personal computerther devices
caused by software used in our operations could have an ade#est on our business, results of operations and financiditmm See
“DESCRIPTION OF THE BUSINESS—Our Intellectual Property.”

If government regulations relating to the Internet or other aras of our business change, we may need to alter the manner
which we conduct our business, or incur greater operating expenses.

The adoption or modification of laws org@ations relating to the Internet orhet areas of our business could limit or otVise
adversely affect the manner in which we currently conduct our business. In addition, the continued growth and develomeatiadttfor
online commerce may lead to more stringeonsumer protection laws, which may impose additional burdens on us. If we aredéguomply
with new regulations or legislation or nemterpretations of existing regulations ogigation, this copliance could causes to incur additional
expenses or alter our business model.

Changes in laws or regulations that adversely affect thetgrgopularity or use of the Internet, including laws impactirtgneetrality,
could decrease the demand for our service and increase our cost of doing business. Theddbptddws protecting stromgt neutrality could
also increase the cost of doing business. On February 16, 2613,ShFederal Communications Commission, or FCC, adoptetengality
rules intended, in part, to prevent netl operators from discriminating against legiaffic that transverses their networksid to prevent
Internet Service Provider, or ISP, abusemtgrconnection points. The FCC's authority to adopt these rules is currenttyrevigev by the U.S.
Circuit Court of Appeals for the District of Columbia. To #dent network operators attempt to use this ruling to extrastffem us to deliver
our traffic or otherwise engage in discrimatory practices, or if the U.S. Circuib@rt of Appeals for the District of Colun@invalidates the
rules, our business could be adversely impacted. Within sudgwatory environment, coupledittv potentially significant pdiical and
economic power of local network operators, we could experiencerndisatory or anti-competitive pctices that could impedeiogrowth,
cause us to incur additional expenseitrerwise negatively affect our business.
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Changes in how network operators handle and charge for accessdata that travel across their networks could adversely impact
our business.

We rely upon the ability of consumers to access our service through the Internet. If network operators block, restrivise iotipeair
access to our service over their networks, our service and business could be negatively affected. To the extent thaenatoverkmbement
usage based pricing, including meaningful bandwidth caps, or otherwise try to monetize access to their networks by detavpeosiaed
incur greater operating expenses and our new customer acquisition and retention could beynegptieedd. Furthermore, tdé extent
network operators create tiers of Internet access service and either charge us for or prohibit us from being availahileegedigys, our
business could be negatively impacted.

Most network operators that provide consumers with access to the Internet also provide these consumers with multichai
programming. As such, many network operatongehen incentive to useelr network infrastructure in a manner adverse to oatinued growth
and success. While we believe that consumer demand, regulatory oversight and competition waliétlelinese incentives, tbet extent that
network operators are able to provide preiée treatment to their data as oppodedours or otherwise implement discrimiogy network
management practices, our business could be negatively impacted.

Privacy concerns could limit our ability to collect and leveage our customer data and disclosure of customer data coul
adversely impact our business and reputation.

In the ordinary course of business, and in particular in cormmewith merchandising our servi¢e our customers, we colleahd utilize
data supplied by our customers. We currently face certain legal obligations regarding the manner in which we treat sudabnin@tmea
businesses have been criticized by privacy groups and governmental bodies for attempts to link personal identities &owhnattien bo data
collected on the Internet regarding users' browsing and other habits. Increasetibregtiidata utilization practices, inding self-regulation or
findings under existing laws that limit our ability to collect and use data, could have an adverse effect on our busitutsn |if ave were to
disclose data about our customers in a manner that was obpdg# to them, our business reputation could be adverselyeaffectd we could
face potential legal claims that could impact our operating results.

Our reputation and relationships with customers would be harned if our customer data, particdarly billing data, were accessed
by unauthorized persons.

We maintain personal data regarding our customers. This data is maintained on our own systems as well as those of tirdiga
in our operationsWith respect to billing data, sh as credit card numbers, we do not store sufchimation on our servers, but rely on thparty
services that are PCI DSS compliant for storing and accessing billing information. We take measures to protect agairigednatrtisson into
our customers’ data. Despite those measures, we, our paymersgimy services and other third{gaservices we use could garience an
unauthorized intrusion into our customers’ data. In the event of such a breach, current and potential customers may bkiconte provide
the information to us necessary for them to become customers. Additionally, we could face legal claims for such a bressth.rélaing to
any data breach could be material, and we currently do not carry insurance against the risk of a data breach. For thesleoubgsam
unauthorized intrusion into our customers’ dataw, our business could be adversely affected.

We are subject to payment processing risk.

Our customers pay for our service using a variety of paymertaugt including credit and debitrds. We rely on internal siems as
well as those of third parties to process payments. Acceptance and processing of these payment methods are subjectlés eerte
regulations and require payment of interchange and other fees. To the extent there are disruptions in our payment psteressimgreases il
payment processing fees, material changes in the payment ecosystem, such as large re-issuances of payment cards, idielgymymnrects
from payment processors and/or changes to rules or regulaboosrning payment processing, our revenue, operating expamseperating
results could be adversely impacted. In addition, from tonttme, we encounter fraudulent use of payment methods, whidt oopact our
results of operation, and, if not adequptontrolled and managed, could create negative consumer perceptions of our service.
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If our trademarks and other proprietary rights are not adequately protected to prevent use or appropriation by our competitors,
the value of our brand and other intangible assets may be diminished, and our business may be adversely affected.

We rely and expect to continue to rely on a combination of proprietary information, invention assignment, non-competi
arbitration agreements with our employees, consultants and thtrelspaith whom we have relationships, as well as tradencagyright, patent
and trade secret protection laws piotect our proprietary right We may also seek &mforce our proprietary rights through court proceedir
We have applied and we expect to apply for trademark regstsaéind the issuance of patents from time to time. Such appiEanay not be
approved, third parties may challenge any copyrights, patentadentiarks issued to or held by us, third parties may knoyvorglinknowingly
infringe our intellectual property rights, amgt may not be able to prevent infrimyent or misappropriation without substantial expense to u
the protection of our intellectual property righs inadequate to prevent use osapipropriation by third parties, the valofeour brand and othe
intangible assets may be diminished, competitors may be able to mimic our service and methods of operations more éffepéreption of
our business and service to customers and potential customers may become confused in the marketplace, and our abittstoradraenay
be adversely affected.

We currently hold various domain names tielg to our brand, including www.vidangel.cofailure to protect our domain names cot
adversely affect our reputation and brand and make it morieuliffor customers to find our web site and our service. We bwynable,
without significant cost or at all, forevent third parties from acquiring domaiames that are similar to, infringe uponotinerwise decrease th
value of our trademarks and other proprietary rights.

Intellectual property claims againstus could be costly and result in the loss of significant rights related to, among otherirtlgs,
our web site, filtering technology, our recommendation and merchandising technology, title selection processes and marketirtg/gies.

Trademark, copyright, patent and other intellectual property rights are important to us and other companies. Our intelfestya
rights extend to our technology, business processes and the comtent web site. From time to time, third parties may alldwat we have
violated their intellectual propertrights. If we are unable to abh sufficient rights, succefilly defend our use, developon-infringing
technology, or otherwise alter our business practices on a timaslg in response to claims for infringement, misappropniatiosuse or othet
violation of third-party intellectual propsrtrights, our business and competitive pasitimay be adversely affected. Manyngmnies are
devoting significant resources to developing patents that could potentially affect many aspects of our business. Themaseatents tha
broadly claim means and methods of condigcbiusiness on the Internet. Defending agintellectual property claims, whethbey are with or
without merit or are determined in our favor, would result in costly litigation and the diversion of technical and managesoenelp It also
may result in our inability to use our current web siteeashing technology, our recommetida and merchandising technology inability to
market our service and merchandise our products. As a result ofdlspeite, we may have tevelop non-infmging technologyenter into
royalty or licensing agreements, adjust our merchandising dketirag activities or take other actions to resolve the claithese actions, if
required, may be costly or unavailable on terms acceptable to us. We are currently engaged in litigation with Disneys:ihterpeseal., or
the Disney Litigation. An adverse deaisifrom the court in connection with this litigation would adversely affect our fiabomndition and our
ability to continue business operations. SBESCRIPTION OF THE BUSINESS - Legal Proceedings’below for a detailed summary of ot
current litigation.
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We are engaged in legal proceedings that could cause us to incur unforeseen expenses and could occupy a significant amot
our management's time and attention.

From time to time, we are subject to litigation or claims twatld negatively affect our business operations and financgitigro. We
are currently involved in the Disney Litigation and plan to use a substantial amount of the proceeds of this offerindensmur des we grow,
we expect the number of litigation matters against us to increase. These matters have included copyright infringements, tyydiazilya
expensive to defend. Litigation disputes could cause us to incur unforeseen expenses, could occupy a significant ammariagfeougnt's
time and attention and could negatively affect business operations and financial position. S¢8E OF PROCEEDS TO ISSUER and
“DESCRIPTION OF THE BUSINESS - Legal Proceedings’below for a detailed summary of our current litigation.

We may seek additional capitalthat may result in stockholder dilution or others having rights senior to those of our Class E
Common Stockholders.

From time to time, we may seek to obtain additional capital, either through equity, equity-linked or debt securities. ibhealebisin
additional capital will depend on, among other things, our business plans, operating performance and condition of tharkefsitdf me raise
additional funds through the issuance of equity, equity-linked or debt securities, such securities may have rights, poefpreieges senior
to the rights of our Class B Common Stocklaur stockholders may experience dilution.

We may lose key employees or may be unable to hire qualified employees.

We rely on the continued service of our senior managemefiding our CEO and co-founder Neal Harmon, members of our exec
team, other key employees, and the hiringef qualified employees. In our industiiyere is substantial and continuous cetitpon for highly-
skilled business, product development, technical and other personnel. We may not be successful in recruiting new peisaetehargiand
motivating existing personnel, which gnabe disruptive to our operations.See “DIRECTORS, EXECUTIVE OFFICERS AND
SIGNIFICANT EMPLOYEES.”

We are dependent on our management to achieve our objectivesid our loss of, or inability to obtain, key personnel could dela
or hinder implementation of our business and gowth strategies, which could adversely affect the value of your investment andraability
to pay dividends.

Our success depends on the diligence, experience and skill &oaud and officers. Neal Harmon is our director and our fC
Executive Officer. Jeffrey Harmon is our Chief Marketing Officer. Elizabeth Ellis is our Chief Operating Officer. PaiitickisReir Director
of Finance. David Quinto is our General Counsel. With the exception of Mr. Quinto, we have neither employment agrethmeort&eyi man
insurance for, any of our officers and the loss of any of thenpdatitularly Messrs. Harmon, could harm our business, ¢iahoondition, cash
flow and results of operations. Any such event wouldyikebult in a material advee effect on your investment.

Risks Relating to the Formation and Internal Operation of the Company

You will have only limited rights regarding our management, therefore, you will not have the ability to actively influence theay-
to-day management of our business and affairs.

Our Board will have sole power and authority over the manageafehe Company, subject only to the requirements of the DGE&le
“SECURITIES BEING OFFERED - Description of Our Certificate of Incorporation and Bylaws.” Therefore, you will not have an activ
role in the Company’s day-to-day management. Further, as a holder of non-voting common stock, you will have no righttte\eleeiion or
removal of directors, nor will you have the right to vote on megoporate actions that are subject to the approval of #es@ Stockholders.
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We may change our operational policies and business and growth strategies without stockholder consent, which may subjec
to different and more significant risks in the future.

Our Board determines our operational policies and our business anth gtoategies. Our directors may make changes to, spepg
transactions that deviate from, those policies and strategies wiahamte of, or notice to, our stockholders. This couldiltea us conducting
operational matters or pursuing different business or growth stratégiesthose contemplated this Offering Circular. Undeany of these
circumstances, we may expose ourselves fferént and more significant risks in tifieture, which could materially and advehg affect our
business and growth.

Our management will have significant control over our operations byirtue of the equity ownership in us by entities controlled
by our director, co-founder and CEO, Neal Harmon.

Mr. Neal Harmon is one of our three directors, our co-founder an€B0r. Further, Harmon Ventures LLC owns 49.63% of ths<
A Common Stock of the Company and Harmon Ventures LLC is owned aly d&dfery, and Daniel Harom, who are brothers. Furthéinrough
their respective ownership, they colleely control the voting of 8,938,520 shai&sour Class A Common Stock. Messrs. Hameollectively
control sufficient Class A Common Stotk significantly influencehe election of our board of @ictors, and actions requigrthe consent of ¢
majority of the Class A Common Stockholders and this will remain unchanged following completion of this offeSieg.“SECURITY
OWNERSHIP OF MANAGEMENT AND CERTAIN SECURITY HOLDERS.”

The ability of a stockholder to recover all or any portion of suchstockholder’s investment in the event of a dissolution or
termination may be limited.

In the event of a dissolution or termination of the Company, the proceeds realized from the liquidation of the assetspathevaib
be distributed among the stocktets, but only after the satisfaction of the claims of third-party creditors of the Comparyability of a
stockholder to recover all or any portion of such stockholder’s investment under such circumstances will, accordinglyndepestiaunt of
net proceeds realized from such liquidation and the amount of claims to be satisfied therefrom. There can be no assheaGoenttany will
recognize gains on such liquidation, nor is there any assurance that common stockholders will receive a distributionasesuch a

The Board and our executive officers will have limited liability for, and will be indemnified and held harmless from, the lossef
the Company.

The Company will indemnify any person who was or is a party athisatened to be made a party to any threatened, pendi
completed action, suit or proceeding, whether civil, criminal, administrative or investigative (other than an action by aigint tof the
Company) by reason of the fact that he is or was a director, officer, employee or agent of the Company, or is or wastlseméqgest of oul
Company as a director, officer, employee or agent of anotivpor@ation, partnership, joint venture, trust or other enterpaigainst expense
(including attorneys’ fees), judgmentsnds and amounts paid in settlement acyuaild reasonably incurred by him in conmaetwith such
action, suit or proceeding if he acted in good faith and in a manner he reasonably believed to be in or not opposed iute¢hesbesithe
Company, and, with respect to any criminal action or proceeding, had no reasonable cause to believe his conduct was snlzneggfud
claim for such indemnificationould deplete the Company’s assets by the amount paid. SE€8JRITIES BEING OFFERED — Description
of Certificate of Incorporation and Bylaws’ below for a detailed summary of the termsanfr Certificate and Bylaws. Our Certificate ai
Bylaws are filed as exhibits tihe Offering Statement of which th@ffering Circular is a part.See “SECURITIES BEING OFFERED -
Fiduciary Duties and Indemnification.”

The video-filtering industry is subject to rapid technological clange. We must continue to enhance and improve our technology.
Our current software and related web-bassthnology is developed and in use. We may, however, use a substantial amouni

proceeds of this offering to modify and enhance our current web site, filtering platform, content offering, and offeritenofitters. We must
continue to enhance and improve the performance, functionality and reliability of the systems upon which our businessuifiodel is
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The development of any software is characterized by rapichééagical change, rapid introduati or changes in user requirem and
preferences, short development cycles, frequent introduction of new products and seeviceschnologies and the emergentaew industry
standards and practices that could render our existing technology obsolete. Our success will depend, in part, on oeoabiilg to develof
new technologies to enhance our existieghnology in order to address the varied needs of existing and new customers and tes
technological advances and emargindustry standards and practicesa cost-effective and timely basis. The developmentuppooprietary
technology involves gnificant technical and busiss risks. We may fail to use new technologies effectively or to adaptroprigiary
technology and systems to customer regméets or emerging industry standards. If are unable to adapt to changing marketditons,
strategic partner and customer requirers@mtemerging industry standards, that Wwidle a material adverse effect on outigbio succeed.

Our business may be subject to regulatory or legislative changes.

The Company may face government regulation and legal uncertainties in connection with its business. There may be a rerdle
state or local legislative or galatory proposals under consideration of which@oenpany is not aware or which may be considered or ado
in the future. Any new legislation @egulation, or the application or interpretation of existing laws or regulations, ngayivedy impact the
Company’s growth, impose additional burden on the Company or alter how the Company does business. This could decreaskftreoder
services, increase our cost of doing business or otherwise have a material adverse effect on the Company’s businesspeestitissofnc
financial condition.

Risks Related to Conflicts of Interest and Interested Transactions

We use the marketing services of HB, which is owned by our founders and officers, Neal Harmon and Jeffery Harmon.

Messrs. Neal Harmon and Jeffery Harmon hold ownership interesi8, an advertising agency which is now known for severghef
world’s most successful viral video campaigns (including Squatty Potty with 100 million views, PooPourri with 36 milliorPuigses with 45
million views, among others). HB is in the business of providing Internet-based and multi-media promotion and marketiagTesutamon
brothers simultaneously started the ad agency HB at the inception of VidAngel so that our marketing team would have outsidetercwe
had built a successful VidAngel product and began to rapidly grow, HB had already built a clientele and resources togeeadcealmpaigns
for its clients. VidAngel hired HB as andependent contractor after the terms aodditions to engage it was authorized apgroved by the
Board. Mr. Neal Harmon recused himself frolne decision. Although, the Board will comtie to review the HB marketing agreernannually,
our co-founders, the Harmon brothers will continue to beriefin such agreement for so long as we engage th8ee “INTEREST OF
MANAGEMENT AND OTHERS IN CERTAIN TRANSACTIONS.”

Members of our Board and our executive officers will have dter business interests and dlgations to other entities.

Neither our directors nor our executive officers will be requitechanage the Company as their sole and exclusive functibthag
may have other business interests and may engage in othéiexctivaddition to those relating to the Company, providetisheh activities do
not compete with the business of the Company or otherwise breach their agreements with the Company. We are dependesttors @und
executive officers to successfully operate the Company, and ticygar Mr. Neal Harmon. Theiother business interests aactivities could
divert time and attention from operating our business.

Risks Related to the Offering and Lack of Liquidity

There has been no active public market for our Class B Common Stock prior to this offering, and an active trading market ma
not be developed or sustained following this offering, which may adversely impact the market for shares of our Class B Commaoock
and, along with the restrictions in our Stockhol@rs Agreement, make it difficult to sell your shares.

Prior to this offering, there was no active market for our Cla€oBmon Stock. We do not know the extent to which investerest
will lead to the development and maintenance of a liquid tradingehaf at all. No assurance can be given that the marie pf shares of oul
Class B Common Stock will not fluctuate @ecline significantly in the future or th@ass B Common Stockholders will be akbdesell their
shares when desired on favorable terms, or at all. Most trardféte Offered Shares are also subject to other restriciotransfer set forth ir
our Stockholders Agreement.
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This is a fixed price offering and the fked offering price may not accurately represent the current value of us or our asseis any
particular time. Therefore, the purchase price you pay for the Offered Shares may not be supported by the value of our assettha time
of your purchase.

This is a fixed price offering, which means that the offerinigepfor our Offered Shares is fixed and will not vary basedhen
underlying value of our assets at any time. Our Board has determined the offering price in its sole discretion. Theriingegrafé for our
Offered Shares has been based on an internal valuation analysis of the Company as a whole. Although we believe the halizatias td the
date it was determined, the fixed offering price establisbedur Offered Shares may not be supported by the current viabue €ompany or
our assets at any particular time.

The entire amount of your purchase price for your Offered Shares will not be available for investment in the Company.

A portion of the offering proceeds will be used to pay legal fees and expenses incurred in connection with the Disney, kimggdich and
development expenses, advertising and marketing expenses and general working capital for the operation and managemegasfyo&e€BLAN OF
DISTRIBUTION .” Thus, a portion of the gross amount of the offering proceeds will not be available for investment in the CompditySESeE
PROCEEDS TO ISSUER.”

If investors successfully seek rescission, we would face severe financial demands that we may not be able to meet.

Our Offered Shares have not been registered under the Securities Act of 1933, or the Securities Act, and are beingebtiec
upon the exemption provided by Section 3(b) of the Securities Act and Regulation A promulgated thereunder. We reprhiseffindng
Circular does not contain any um¢ statements of material fact or omit to estay material fact necessary to make the siés made, in light
of all the circumstances under which they are made, not misleading. However, if this representation is inaccurate witharesaestal fact, if
this offering fails to qualify for exemption from registration under the federal securities laws pursuant to RegulatiénA fail io register the
Offered Shares or find an exemption under the securities laws of each state in which we offer the Offered Shares, eanhyrivestothe right
to rescind his, her or its purchase of the Offered Shares and to receive back from the Company his, her or its purchtsemiestw Such
investors, however, may be unable to collectany judgment, and the cost of obtagnsuch judgment may outweigh the benefitsinvestors
successfully seek rescission, we would face severe financial demands we may not be able to meet and it may adversehoaffesticaming
investors.

Not All Investor Funds Will Be Held by a Third Party Escrow Agent.

Purchases of Shares in excess of $5,000 must be transmitted directly by investors by either wire transfer or electreamsfemds
ACH to a non-interest bearing escrow account maintained by Issuer Direct. Purchases of Shares in the amount of $5,08{ lwe kgsmited
through an investor's VidAngel customer account in accordance with the billing information for such investor at www.vidanaedl caill not
be held in the escrow account maintained by Issuer Direct, but will be held in a separate non-interest bearing acco i Awetetbyntil the
Minimum Offering is sold.Upon achieving the minimum offering amount and the initial closing of this offering, the procekdoftaring will
be distributed to the Company and the Offered Shares will be issued to the investors. If the Minimum Offering is notesofteanthdoes not
close for any reason, the proceeds from the offering will be promptly returned to investors without interest in accorda®eeuritits
Exchange Act Rule 10b-9. Although VidAngel will segregate offering proceeds we receive in a separate account, we willumat by the
terms and conditions of a legally enforceable escrow agreement regarding the escrow and disbursement of these funds.

Risks Related to Our Stock Ownership

Provisions in our governing documents and under Delaware law could discourage a takeover that stockholders may consi
favorable.

Our charter documents may discourage, delay or prevent a merger or acquisition that a stockholder may consider favoeatiieyb
provide for a right of first refusal on behalf of the Company, and if the Company declines to exercise its rights to patobkiselder’s shares
then that offer is extended to existing shareholders.

As a Delaware corporation, we are ®dijto certain Delaware anti-takeover provisions. Under Delaware law, a corporatiorom
engage in a business combination with any holder of 15% or ofdte capital stock unless the holder has held the stockhfee tyears or,
among other things, the board of directors has approved the tians&uir board of directors could rely on Delaware lawrevent or delay an
acquisition of us.
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Financial forecasting may differ materially from actual results.

Given the dynamic nature of our business, and the inhereitatioms in predicting the future, forecasts of our revenuedribation
margins, net income and number of total and customers andfothecial and operating data majffer materially from actuatesults. Such
discrepancies could cause a decliméhe price of our Class B Common Stock.

Risks Related to Benefit Plan Investors

Fiduciaries investing the assets of a trust or pension or profgharing plan must carefully assess an investment in our Compgn
to ensure compliance with ERISA.

In considering an investment in the Company of a portion ofisets of a trust or a pension or profit-sharing plan qualifreter
Section 401(a) of the Code and exempt from tax under Section 5@lf@ciary should consider (iwhether the investment ssftes the
diversification requirements of 8gon 404 of ERISA,; (ii) whethethe investment is prudent, simthe Offered Shares are figely transferable
and there may not be a market created in which the Offered Shares may be sold or otherwise disposed; and (iii) wheshartheeCeshpany
or the underlying assets owned by the Company constitute “Plan Assets” under ERISARE» CONSIDERATIONS .”
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DILUTION

VidAngel is offering a minimum of 1,666,667 anthaximum of 3,750,000 shares of our Class B Common Stock at amgffeice
of $3.00 per share. We have previously issued stock optiorthdaacquisition of Class A Coman Stock pursuant to our Stoakckentive Plan
with a weighted average exercise price of $0.56 per sharaels&/elosed three rounds of financing on November 28, 2015 gdwtiich we sold
Class A Common Stock for a weighted averagice of $0.64 per share. The aggregate average price between the exercise giock éptions
issued pursuant to the Stock IncentivarPand the price of shares of Class A Common Stock issued pursuant to the two fdinzsieiog on
November 18, 2015 is $0.62, or $2.38 less per share than the Offered Shares

Under our Stock Incentive Plan, we grantguations exercisable for 122,811 shares of Class A @mon Stock to our directors
officers, employees and consultants as equity incentive ensapion. The weighted averagemise price of those outstandiogtions is $0.56
per share, or $2.44 average less per share than the Offerexs.Sbarrently, there are outstanding (i) options exercisabl@d®00 shares o
Class A Common Stock with an expiration date of April 11, 2@24}, an exercise price of $0.1@) options exercisable for 7911 shares of
Class A Common Stock with an expiration date of May 5, 2024 aa exercise price of $0.18j)(options exercisable for 1000 shares of Clas:
A Common Stock with an expiration date of October 10, 2024 ,am exercise price of $0.18y)ioptions exercisable for 10,08bares of Class
A Common Stock with an expiration date of November 3, 20@4aastrike price of $0.30; (v) options exercisable for 225,00@sle Class A
Common Stock with an expiration date of April 15, 2025, ancexercise price of $0.50; (\dptions exercisable for 135,500ashs of Class A
Common Stock with an expiration date of April 17, 2025, anéarcise price of $0.50; (vigptions exercisable for 70,000asks of Class A
Common Stock with an expiration date of May 11, 2025, anelxancise price of $0.50; (viii) ojpns exercisable for 70,000 ska of Class A
Common Stock with an expiration date of July 17, 2025, anexarcise price of $0.50; (ix) options exercisable for 120,00fesha Class A
Common Stock with an expiration date of November 18, 28@8,an exercise price of $0.58) options exercisable for 134,258ares of Class
A Common Stock with an expiration date of February 11, 2026aarekercise price of $0.82; afd) options exercisable for5B,750 shares o
Class A Common Stock with an expiration date of August 10, 2026, and an exercise price of $0.82. Of the outstanding ssapbptie
exercisable for 326,000 shares of common stock were granted with no vesting period, andeaptitinable for 696,811 of Ckag Common
Stock have vesting periods between 36 to 48 months from their vesting dates which range from April 11, 2014 to July 20, 2016.

On November 28, 2015, VidAngel conduithree separate financings involving tissuance of convertible promissory notes dur
which we raised an aggregate amount of $2,919,460 in exchange for the issuance of notes convertible into 3,526,896 atme<ofrhon
Stock with an average per share conversion price of $0.54, and sold an additional 1,065,755 shares of Class A Commopri8mck $0 84
per share. In the second convertible note financing, Alta Vesxtdiexico Fund I, LP, of which outirector, Paul Ahlstrom, ishe managing
director, purchased convertible promissory notes convertibbe6h8,119 shares of Class A Common Stock for $409,397 witlvenage per
share conversion price of $0.66, or $2.34 average less per share than the Offered Shares, and purchased an additidmaie$26f 30ass A
Common Stock for $400,000, or $0.94 per share, which is $2.06 less than the Offered Shares.
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PLAN OF DISTRIBUTION

We are not selling the shares through commissioned sales agentterwriters. We will use our existing website, www.vigrcom
to provide notification of the offering. T& Offering Circular will be furnished t@rospective investors at www.vidangel.damest via
download 24 hours per day, 7 days per week on our website. Our website and Issuer Direct's website will be the excludiyewhiean
prospective investors may subscribe in this offering.

The Offered Shares will be issued in one or more closings. For the Initial Closing and each subsequent Additional Clegidg) fqr
subscriptions over $5,000 must be transmitted directly by wire or electronic funds transfer via ACH to the specified banknattained by
Issuer Direct pursuant to the instructions in the subscription agreement. Such funds will be kept in a non-interest dreariagcesint
maintained by Issuer Direct until the Initial Closing andMirimum Offering is sold. Proceeds for subscriptions of $5,00@ss will be held in
a separate non-interest bearing account by VidAngel until the Initial Closing and the Minimum Offering is sold, and mayttee stmagh an
investors VidAngel customer account in accordance with the billing information for such investor at www.vidandépoareach closing, an
proceeds collected for such closing will be disbursed to the Company and the Offered Shares for such closing will benissstedstdNe must
sell the Minimum Offering if any shares are to be sold at all. The separate non-interest bearing account will be openeddélypyiioiAto the
date of qualification of the offerg statement of which this Offering Circularaspart and will remain open until the Termiion Date. The
subscription agreement is available_at www.vidangel.com/inVesin the Termination Date, investor funds are not received in respect ¢
Minimum Offering, then all investor funds that were deposited into either the separate non-interest bearing account with e @scrow
account with Issuer Direct will beeturned promptly to investoin accordance with Securities Exchange Act Rule 10b-9.

Technology, Anti-Money Laundering and Transfer Agent Services

Issuer Direct has been engaged to provide certain technalotiynoney laundering and transfer agent services in connectilorihis
offering. The Company has agreed to pay Issuer Direatilitation fee equal to $5.00 per domestic investor for the anti-ynlan@dering check
and technology services for each subscription agreement executed via electronic signature on www.vidaRgelt@mactions conducted ¢
Issuer Direct’s website, the Company has agreed to pay $25.00 for the same service. We have also engaged Issuer Direct to serve as
for the offering and have agreed to pay a $2,500.00 account set up fee. Issuer Direct is also entitled to certain othaditeniseative fees
including (i) up to $15.00 penvestor (depending on whether subscription is by ACH or wire transfer) for processing incoming funds, (ii)
per physical stock certificate request (which will be only provided upon request and fee payment by the VidAngel custostieg réogu
certificate), and (iii) $25.00 per wire transfer for outbound fundsstaipon the closing of this offering. For the Compahg, itemized fees
payable to Issuer Direct will not exceed a maximum of $150,&30el Direct is not participating as an underwriter of theriofj and will not
solicit any investment in the Company, recommend the Compaeygisrities or providenvestment advice to any prospective ineesor
distribute the Offering Cindar or other offering material® investors. All inquiries regding this offering should be madsrectly to the
Company.

Offering ExpensesWe are responsible for all offering fees and expenselsidimg the following: (i) fees and disbursements of our le
counsel, accountants and other professionals we engage; (ii) fees and expenses incurred in the production of offeringidotudimentkesign,
printing, photograph, and written material procurement costs; (iii) all filing fees, including blue sky filing fees; (fthallegal fees related ti
the registration and qualification of the Offered Shares under state securities laws (not to exceed $600,000 in the aggrégatd)costs of
Issuer Direct’s services.

Pricing of the Offering

Prior to the offering, there has been no public market for the Offered Shares. The initial public offering price was ddigmsin€de
principal factors considered in determining the initial public offering price include:
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the information set forth in this Offering Circular;

e  our history and prospects and thistory of and prospects for thediustry in which we compete;

e  our past and present financial performance;

e  our prospects for future earnings and fitesent state of our development;

° the general condition of the securitiearkets at the time of this offering;

e the status of litigation we are engaged in; and

e  other factors deemed relevant by us.

Investment Limitations

Generally, no sale may be made to you in this offering if the aggregate purchase price you pay is more than 10% of the greafte
your annual income or net worth. Different rules apply to accredited investors and non-natural persons. Before making ar
representation that your investment does not exceed applicable thresholds, we encourage you to review Rule 251(d)(2)(i)(CegtiRtion
A. For general information on investing, we encourage you to refer to www.investor.gov

As a Tier 2, Regulation A offering, invess must comply with the 10% limitation tovestment in the é€ring. The only invstor in
this offering exempt from this limitation is an accredited investor, an “Accredited Investor,” as defined under Rule 5QdatibR&y If you
meet one of the following tests you should qualify as an Accredited Investor:

@

(ii)

(iii)

(v)

V)

(vi)
(vii)

You are a natural person who has had individual income in excess of $200,000 in each of the two most recent
joint income with your spouse in excess of $300,000 in each of these years, and have a reasonable expectation «
the same income level in the current year;

You are a natural person and your individual net wasthpint net worth with yourgouse, exceeds $1,000,000 at theet
you purchase Offered Shares (please see below on how to calculate your net worth);

You are an executive officer or general partner ofifiseler or a manager or executive officer of the general partner ¢
issuer;

You are an organization described in Section 501(0f(3)e Internal Revenue Code of 1986, as amended, or the Cc
corporation, a Massachusetts or similar business trust atreepghip, not formed for the specific purpose of acquiring
Offered Shares, with total assets in excess of $5,000,000;

You are a bank or a savings and loan association or io$téution as defined in the Securities Act, a broker or dei
registered pursuant to Section 15 of the Securities Exchange Act of 1934, as amended, or the Exchange Act, an
company as defined by the Securities Act, an investment company registered under the Investment Company Ac
as amended, or the Investment Company Act, or a businestopment company as defined in that act, any Sr
Business Investment Company licensed by the Small Busimesstment Act of 1958 or a private business developir
company as defined in the Investment Advisers Act of 1940;

You are an entity (including an Individual Retirement Accdwmmst) in which each equity owner is an accredited invest

You are a trust with total assets in excess of $50WU0,your purchase of Offered Shares is directed by a persoegithieo
alone or with his purchaser representative(s) (as defin@gulation D promulgated undgre Securities Act) has suc
knowledge and experience in financial and business mattersehiat capable of evaluating the merits and risks of
prospective investment, and you were not formed fosgeeific purpose of investing in the Offered Shares; or
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(viii)  You are a plan established and maintained by a state, its political subdivisions, or any agency or instrumentthiy
or its political subdivisions, for the benefit of its employees, if such plan has assets in excess of $5,000,000.

Offering Period and Expiration Date

This offering will start on or after the date this Offering Qleg is declared qualified by the SEC and will terminate onTgrenination
Date.

Procedures for Subscribing
If you decide to subscribe for Offering Shares in this offering, you should:

Go to www.vidangel.com/invest, click on thevest Now’ button and follow the procedures as described.
1. Electronically receive, review, execute and deliver to us a subscription agreement; and

If your subscription price is greater than $5,000, deliver funds directly by wire or electronic funds transfer via AClpeoitieel s

2. bank account maintained by VidAngel.
If your subscription price is $5,000 or less, you may (i) payyfwur subscription price through a purchaser’s VidAngel custo
3 account in accordance with the billing information for such purchaser at www.vidangel.com. or, (i) if greater than $h904Q,

funds directly by wire or electronic funds transfer via ACH to the specified account maintained by VidAngel per the irstrutttsl
subscription agreement we will bill your customer account in accordance with your billing information at www.vidangel.com.

Any potential investor will have ample time to review the subscription agreement, along with their counsel, prior to mafira
investment decision.

The Company has engaged Issuer Direct to provide certain tegynahd administrative services in connection with the offeri
including the online platform by which subscribers may receive, review, execute and deliver subscription agreements ijectronica

Right to Reject Subscriptioné\fter we receive your complete, executed subscription agreement and the funds required ur
subscription agreement have been received, we have the right to review and accept or reject your subscription in wh)daorainypaeason
or for no reason. We will return all monies from rejected subtsorip immediately to you, genéisawithout interest and withut deduction.

Acceptance of Subscription§/pon our acceptance of a subscription agreement, we will countersign the subscription agreen
issue the shares subscribed at closing. Once you submit the subscription agreement and it is accepted, you may not aengekeour
subscription or request your subscription funds. All accepted subscription agreements are irrevocable.

Under Rule 251 of Regulation Apn-accredited, non-natural investorsare subject to the investmielimitation and may only inves
funds which do not exceed 10% of the greater of the purchaser’s revenue or net assets (as of the purchaser’s most yeaemnii§catnon-
accredited, natural personmay only invest funds which do not exceed 10% of the greater of the purchaser’s annual income or net wort
see below on how to calculate your net worth).

We may engage a broker-dealer registered with the Securities and Exchange Commission and a member of the Financi
Regulatory Authority, to perform administratifenctions in connection with this offeringuch as serve as registered ageimne required for
state blue sky requirements, but in no circumstance will such broker-dealer solicit a securities transaction, recommenitiesjrasgurovide
investment advice tong prospective investor.

NOTE: For the purposes of calculating your net worth, or Net Worth, defined as the difference between total assets and
liabilities. This calculation must exclude the value of your primasyjdence and may exclude any indebtedness secured bypyioary
residence (up to an amount equal to the value of your primsigeree). In the case of fiduciary accounts, net worth aimzome suitability
requirements may be satisfied by the besiefy of the account or by the fiduciary,tie fiduciary directly or indirectly prvides funds for the
purchase of the Offered Shares.

In order to purchase Offered Shares and prior to the acceptance of any funds from an investor, an investor will be reguésehtc
to the Company'’s satisfaction, that he is either an accredited investor or is in compliance with the 10% of net worth inocameukhitation
on investment in this offering.
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USE OF PROCEEDS TO ISSUER

Net proceeds to the Company from this offering are anticipateuke t$10,820,000, assuming we sileé Maximum Offering, and
$4,720,000, assuming we sell the Minimum Offering, following thanent of offering costs. Set forth below is a table shovifregestimated
sources and uses of the proceeds from this offering.

Minimum % of Offering Maximum % of Offering

Offering Proceeds Offering Amount Proceeds
Gross Proceeds $ 5,000,000 100.00% $ 11,250,000 100.0t
Estimated Offering Expens®s $ 280,000 5.60% $ 430,000 3.82
Net Proceeds $ 4,720,000 94.40% $ 10,820,000 96.1¢
Research and Development $ 500,000 10.00% $ 2,000,000 17.7¢
Advertising and Promotion $ 900,000 18.00% $ 4,750,000 42.22
Legal Fees and Expen&2s $ 2,000,000 40.00% $ 3,000,000 26.67
Working Capitaf® $ 1,320,000 26.40% $ 1,070,000 9.51
Total Use of Proceeds $ 5,000,000 100.00% $ 11,250,000 100.01

@ Estimated offering expenses include legalcounting, printing, advestng, travel, marketing, be-sky compliance and othexpenses of
this offering, as well as transfer agent fees.

(@ Legal Fees and expenses asated with the Disney Litigation.

(3  We intend to use approximately 94.40% of the gross offering proceeds if the Minimum Offering is sold or 96.18% of theegrass
proceeds if the Maximum Offering is sold to manage our business and provide working capital for operations. These amben
used to pay expenses relating to salanesather compensation to our officers, employees.
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DESCRIPTION OF OUR BUSINESS
General

In 2013, four brothers, Neal, Daniel, Jeffrey, and Jordan Harmon, founded VidAngel, a filtering company that gives vieWeicethe
remove objectional content, such as violence, sex, nuditypalanguage, from authorized cepiof movies and television programs releasec
discs. The Harmon brothers, as fathers of children aged newborn to ten, were searching for a better way to watch quahiyhcibreierkids.
They founded VidAngel to give their families, and all other families, greater personal choice in the movies and televisiors pney watch a
home. VidAngel's purpose is not only to allow families to watch “however the BLEEP they want,” but to protect an indiveda&lfgyht to
customize the content they watch at home. Today, managenimviebehat VidAngel is the leading filtering company with Apagailable on
all major platforms, and that the poteth demand for our seree is significant.

The Company was formed as a Utah limited liability company on October 22, 2013 pursuant to a Certificate of Formation filed
State of Utah’s Department of Commerce and that certain Operagiegment of the Company, dated December 13, 2013, by andgatin®
Company and its members. Subsequently, the Company was eshvmid VidAngel, Inc. a Delaware corporation, on February D242
pursuant to Articles of Conversion filed withe State of Utah’s Department of Commerce

The Operations of the Company

Management believes that VidAngel offers the greatest degree of personal choice in the entertainment marketplace by sahi¢
Blu-ray movies and television shows on disc and providing its users the technology to filter and view their movies and Tenhsbialyson
modern devices such as cell phones, tablets, set top boxes [felg. »/, Roku, Amazon Fire TV, etc.), computers and, wechuatie, in the
future, gaming consoles and smart TVs.

In connection with offering its filtering service, VidAngedsells DVD and Blu-ray movies and television shows on discs to
customers for a fixed price of $20.00 per disctha Sale Price. Upon purchase of such disc, our customer agrees to metsnuphysical
custody of the disc. Once our customersdiivés watching the purchased content through its chosen platform, they may ctimvse &eep the
purchased title or sell the disc back to us at a reducedctegre price, or the Repurchase Price. If customers elect to tieéirr discs to us, the
Repurchase Price offered by VidAngel reflects the (i) formahefdisc and (ii) total number of 24-hour periods our custoimevs owned their
discs. The Repurchase Prices paid by VidAngel are currently the Sales Price less $1.00 per 24-hour period for each D¥Dpan@4hour
period for each Blu-ray disc. Our customers have access to our content filtering technology for use with a specific dswfasdkey own
it. Our service allows our customers taedt their individual viewig experience by removing certain audio or video segnteatscontain
material considered objectionable by our customer. Once a customer chooses to sell the disc back to us, their acceserib fitariogn
technology for that disc terminates and VidAngel’s obligations to such customer are complete.

To provide a remote filtering service, VidAngel ltes/eloped the followingare proprietary technologies:

1. Patent-pending Remote Media Ownership Management System
2. Patent-pending Crowd-based Tagging System
3. Patented Seamless Streaming and Filtering System

VidAngel believes that one of the most dalcsystems in maintaining a lawful businesdhis first system for RMOM. This sysh
ensures that VidAngel does not sell any DVD or Blu-ray discs without owning the media. This system ensures that all colplgrigleré
compensated for their copyrighted works. VidAngel engaged an independent third party ta @oBeueice Organization ContrBleport, or
SOC 2 Type 1, to report on controls for the Processing Integrificiple. The report, which is as of January 27, 2016, ieslwdir Infrastructure
Software, People, Procedures and Data.
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Under the direction of our CEO, VidAngel currently operates with five management teams: the Tech Team, the Marketing 1
Digital Content Team, the Finance Team and the Legal Team.

The Tech Team is led by our Director of Technology, Jarom Mclo®dD, who oversees all teeology employees and contracto
who contribute technical supporpglication development, and front and back-eedelopment and maintenance of the systene. NMlarketing
Team is led by our CMO who oversees the Director of Marketing and any marketing interns. The Marketing Team is respaiisduatémt
creation and advertising relating to the growth of the Company. The Digital Content Team is led by our COO, who oversplyedise
involved in customer service, inventory management, streaaridgagging. The Digital Content Team is responsible for prayidsers with
the best possible customer experiencee Finance Team is led by our Director of Fina who oversees all employees involvedinance,
accounting and purchasing. The Legal Team is led by our Geneuwsis€l, who is responsible for all Company legal matters iigdtion
oversight.

Target Demographics

VidAngel offers its filtering and RMOM services to the U.iBovie and TV show home entertaient market, which is highly
competitive. The Company has examined various considerationsegginds to the marketability and desirability for its seriggcluding a cost
analysis compared to its closest competitors, examined the Company’s unique profile, and examined its target consuméferbaticats.our
core target market is the “Values Audience” segment, some 52 million adults of the U.S. population representing 37%rtditiraanttenarket
whose religious faith is extremely important to them andpara of their daily lives. The Company believes the Values Audience demons
stronger overall concern about the explicit contérat they, and their family members, are exposed to in TV shows and mvdidésgel
believes that within the Vaes Audience segment, parents will tend to t@lgarticular interest in the Company’s services.

Method of Distribution

VidAngel offers its filtering application and RMOM through a hokinternet-connected screemsgluding TVs, digital video fayers,
television set-top boxes and mobile devices. VidAngel has agréeméh various technology corapies and distributors to make our servi
available through the television set-top boxes of service provi@ens Apps allow for purchasing of Blu-ray and DVD discshivitthe App,
which requires that we share between 20 and 30 percent of our revenue with these technology distribution partners for the discs purchi
platforms (Apple, Google, Amazon, and Roku). We intend to continue to broaden our capability to sell and deliver discplatfatmsr and
partners over time. We rely on certain third-party cloud sepiogiders to operate certain aspects of our business. FAny@ to legally offer
filtered movies, users must own the disc while filtering it. Tckenthis as affordable and user-friendly as possible, we ti@aged an instan
“Sell-Back” option to buy the disc back from customers and put the credit from the repurchase into the customer’s VidAngel acco

Quick Overview: (using a $20.00 disc)

1. BUY THE DISC — Users pay the retail price of $20.00 as an initial credit card payment.

2. USER WATCH FILTERED- Users choose their own filters according to their preferences and watch their disc on theirdaicmite ¢

3. USERS SELL THE DISC—When finished within 24 hours, users may sell back the disc, $18.00 for Blu-ray or $19.00 for C
instant credit to a user’s VidAngel account for their next purchase. Within 48 hours, users may sell back the disc fiorfBG108y,
or $18.00, for DVD, of instant credit. The sell back price continues to decrease by $2.00 per day for Blu-ray’s, and gay0®pe
DVD’s until no sell back value remains.

When customers are ready for the next disc, the credit is already in the customer’s VidAngel account and will automapedifyl be
their purchase. Customers may continue to buy and sell discs with account credit and pay only $2.00 per Blu-ray disc.s Credd@nsards
will be only charged if the customer’s account credit is lower than the retail price of the next disc the customer wistdsmdge. plf a
customer’s account balance is less than the cost of the disc, the customer will be charged the small difference to bougt thelatce up tc
that amount. If the disc price is lower than the customer’s credit balance, the customer will have no charge and theiwpubehastirely
paid with credit. For example: If a customer has $15.00 in their account and wants to buy a $20.00 disc, the customeaisl evédive
charged the $5.00 difference. When a customer sells the disc back after the $2.00 watch price, the customer’s VidAngell dexoredited
the remaining $18.00. As a customer continues to use tbertaredit, the customer may have small charges of varyingdepesnding on the
retail price of the disc the customer purchases next.
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Marketing and Advertising

VidAngel utilizes a broad mix of marketing and public relatipnsgrams, including social medides such as Facebook, Youeuhnd
Twitter, to promote our service to potential customers. Yigl also relies extensively on word-of-mouth from our existingoousrs who have
enjoyed a positive experience from use of our service. We also rely on the marketing services of HB, who is in the business of providir
based and multi-media promotion and mamg@tservices, including the design, impleration and execution of promotional aneéhwbased
advertising campaigns. Seénterest of Management and Othersin Certain Transactions and Other Conflicts of Interest—Affiliated
Transactions”

Cost Comparisons to our Competitors

When compared to our primary filtering competitor, ClearPlay, Yiigél believes we are substantially more attractive on this bés
cost, filtering and efficiency. When compared to other stregnservices, we believe VidAngel still represents a significabditer value
proposition on the basis of its unique RMOM. Whereas streaming services can cost up to $4-$5 per a movie, VidAngel, tRid@¥, it
permits a user to watch a movie for as little as $1 with the “Sell-Back” option.

Our Intellectual Property

We rely on a combination of patent, copyright, trademark and sadet laws in the United States and other jurisdictionsjedisas
license agreements and other contractual documents, &cpoutr proprietary technology. We redy a number of registered cannregistered
trademarks to protect our brand. As of the date of this Offeringuf@ar, we have one registered trademark “VidAngel,” and fimregistered
trademarks, “VidMap,” “VidTag,” “watch however the BLEEP you want,” “watch movies however the BLEEP they want,” and “waie$ &nc
TV however the BLEEP you want.” VidAngel, Inc. owns numerous Internet domain sights and websites, including: www.vidant
www.vidangle.com; www.viddevil.com; www.stopjarjar.com; www.cledre.com; and www.kleentube.com. As of the date of this @ffe
Circular, in the United States, we have been issued apdt&nt for seamless streaming diftering, filed on March 31, 201%ith an expiration
date of March 30, 2035, and have two patent applications for: (i) curating filters for audiovisual content, or Filter Blatébion (U.S. Paten
Application No. 14/621972), and (ii) a methaadasystem for a remote media ownershimagement, or RMOM, apparatus, systerd arethod
(US. Patent Application No. 11/608165) nokng for examination. Our patent and pending patents are discussed in furthdyedeywth

Patents

Seamless streaming and filtering We currently own a patent for a Seamless streaming and filtering (the “Streaming anc
Solution”) method and system (U.S Patdmiplication. No. 14/674,364, filed on Mdr@31, 2015; U.S. Patent No. 9,363,561 issardlune 7,
2016) . The Streaming and Filtering Solution is designed to smoothly filter content streamed over HTTP Live StreamingHbSHt®@ams
content, e.g. movies, by dividing the content into a series of short media segment files. The client requests each of sbgmeadities
identified by the HLS index file, and the server transmits each media segment file upon the client’s request. The StreBitt@rmagr&blution
generates a content map for a movie, the content map idagt@li parts of a movie with filtable content (e.g. vulgaritgex/nudity, violence,
etc.). The content map generates categories and subcategdiiesaifle elements (e.g. Vulgarity (category): “f---“(subegiry)). The content
map may be generated in a variety of ways, e.g. by a hurharwatches a movie and documents the characteristics of filtaigbhents in the
movie; through a community or crowd-based approach; programmaticalty;amy other way by which filterable elements may dentified.
For example, the content map may identify time periods duringnthée which may be filtered for language, e.g., the “sh—"“dvatr minute:
second marker 45:39.5-45:40. A content map entry may includéfidation of the temporal (e.g. minute markers during the isjp\spatial
(e.g., area of display to be cut, cropped, kept, blurred, or otherwise filtered), and audible (e.g. channels or othespexitcbataining
filterable content) dimensions of filterable content in the méwienther type of content), or other characteristics of &iquaar filterable element.
The client selects its own preferences, which may be basedpamtieular user or person, the physical location to which ocongebeing
streamed, or any other criteria for determining how to filentent. For example, preferences may indicate that the “f-elildhbe entirely
muted, but that, for the “crap” word, the volume should be Ipdtened down halfway. The Staming and Filtering Solution dgmically
generates a media segment file as directed by the user’s preferences, and the file is thietedrémshe client without ever placing the filtere
media segment file in fixed storage. Generating a filtered ansédgment may comprise omitting an entire segment, omittingoomeore
chronological segments of the media segment file, completelingnall audio, partially turmg down all sound, muting only eror more of all
of the audio channels, turning down the sound on one or moreedcutiio channels, turning up the sound on one or more abdimels,
cropping the video, blurring all or part of thieleo, replacing all or part of the videor any other audio, visual, or otheffect or manipulation
known in the art.
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Curating Filters for Audiovisual Content We own a patent application for a curating fétéor audiovisual content, or Filter Curatic
Platform, method and system (U.S. Patent Application No. 14/621972 filed Februa&291B3,The Filter Curation Platform enablasers to
curate and access custom filters to adapt the playback of audiovisual content. The Filter Curation Platform may enablevigssrsigwers,
video taggers, video reviewers and video publishers), which have different roles, to create one or more video tags famal thevi)y creat
a full or partial video map for the movie. A video tag is a sHedcription of a segment/clip of a multimedia file. A vidag includes a type
start time, end time, and a category. Examples of video tag categories may include positive and negative categoriesticuctrasaitic,
scary, alcohol/drugs, profane/crude language, sex/nudity, aneneml among other categoried video tagger may create videmaps for
audiovisual content. A video rever is a user who may review video mapsristakes, make corrections, and provide feedlmackhe video
maps created by video taggers. A video publisher is a user who may prepare, finalize, and publish video maps to a mutamédtiitiple
video taggers may tag the same portions of a movie, and a video reviewer may access the video maps from multiple vidEloetpggeess
may be iterative in many ways, so that multiple video taggers, video reviewers and video publishers may prepare, revié\pasdieenonc
each other video maps in various orders and workflows. Once the video map has been published, the video viewer, viayeniathaada
may define filters using a video map of th@vie. The video viewer may customize thileef to display (or make audible) sormsategories or
specific segments of filterable content, but not others. Video maps may receive scores from video users, such as recteilonigropeor
quality and up to five haloes for excellent quality. In some cases, video taggers, video reviewers and video publishesvenapasie
consideration for their services.

Apparatus, System and Method for Remote Media Ownership Managem#rtalso own a patent application for a remote me
ownership management, or RMOM, apparatus, system and method (US. Patent Applicatios081.66)/filed December 7, 2006. RMOil!
an apparatus, system and method that allows a consumerasitqehysical media units, or PMUs or Content, such as music CDswes, with
the RMOM's transfer facility, where such a deposit is listed oowanership register, in exchan@er the user’s ability to aess their Conten
remotely. Users are not only able to access the Content they have physically deposited with RMOM, but users are alsty allé selk
Content to and from other users by use of the RMOM'’s trading system. The RMOM may collect monetary commissions for tharap:
applicable taxes. The RMOM may further comprise a medidicaion component configured fdentify damaged incoming Conteas an
acceptable representation of ownership of the Content. For example, a music CD with scratches such that the media o€Ehés mosi
playable with the standard CD player may nevertheless cleardygenuine copy of the music CD. In the example, dependinghgtaw where
the system operates, a digital media eglgint may be provided to the owning user of the damaged incoming Content when thg osear
requests access to the content of the music CD. The RMOM overcomes previous limitations in the art by allowing usersatul draes
Content without the constraintadrisks of maintaining the Content at the location of the user.

In addition, we seek to protect oueliectual property rights by implemimg a policy that requires all afur employees anc
independent contractomsvolved in development of int&lttual property on our behalf to enter into agreements acknowledgihglt works or
other intellectual property generated or conceived by them on our behalf are our property,gmdgassius any rights, inatling intellectual
property rights, that they mayaéin or otherwise have in those works or propetyhe extent allowable under applicable law

Despite our efforts to protect our techmgy and proprietary rights through enforcemehour intellectual property rightsicenses and
other contractual protections, wihorized parties may still copyr otherwise obtain and use our software and other technddasgwe continue
to expand our operations, effective inéellual property protection, diuding copyright, trademarknd trade secret proteatiomay not be
available or may be limited in foreigmuntries. Significant impament of our intellectual propgrtights could harm our birgess or our ability
to compete. Further, companies in the communications ectthology industries frequently own large numbers of patents, cbpyrand
trademarks and may threaten litigation or file suit against ssdban allegations of infringemeat other violations of inteectual property
rights. We are currently subject to, and expect to face in the future, allegations that we have infringed the intelleettyatightg of third
parties, including our competitors and non-practicing entities. See “DESCRIPTION OF OUR BUSINIE§S Proceedings’
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Competition

Our primary competitor in providing a filtering service is ClearPlay. ClearPlay operates a membership fee-based filternthate
allows users to filter content they find ebfionable. ClearPlay users select the mdfiey want to watch on ClearPlay’s wigdsthen rent the
Standard Definition movie on GoogRlay, and return to the ClearPlay website wh#rey select their filters before watchirtte tmovie.
ClearPlay offers hardware for use by users to watch filtered content on thegu@WV,as the ClearPlay Blu-Ray and DVD Plagad the
FilterStik. The FilterStik is a USB-sized device that can heggéd into a viewing platform, sh as a standd DVD player, inorder to filter
content; however, no additional hardware is needed to use ClearPlay’s services from either a PC or Mac. It is possibRldgruséra to
transmit the filtered movie from their computto TV by methods such as connecting their computer to their TV with an HDNA. éeb of
August 4, 2016, ClearPlay charges a membership fee of $7.99 a month or $79.99 annually. In addition to membership fees, ClearPlay
pay the full retail rental or purchase price for the content ihind to filter and view. VidAngel believes it offers a bettalue, as well as
higher quality and more user-friendly service than ClearPlay fadem media consumption devic&earPlay and VidAngel wengreviously
engaged in litigation regarding patent rights. ClearPlay waseigaged in other litigatiowhich ultimately resulted in thievalidation of many
of ClearPlay’s patent claims. We believe ClearPlay will reasserbomeore of its patent claimsgainst us in the near futureSuch litigation
could have a material adverse effect on our mssinoperations were we not to prevail. SBestription of Our Business—ClearPlay
Litigation .”

Research and Development

During the fiscal years ended December 31, 2014 and 2015, we spent $35,990 and $310,754, respectively, on research amd d:
activities relating to our technology.

Employees

As of June 30, 2016, we employed a total of 20 full-time and 24tipze individuals. None of our employees are covered by a
collective bargaining agreement.

Legal Proceedings

VidAngel currently is, and from time to time might again become, involved in litigation. Litigation has the potential tascaug®cur
unexpected losses, some of which might not be covered by msubait can materially affecur financial condition and its dity to continue
our business operations.

Disney Litigation

On June 9, 2016, the Plaintiffs initiated the Disney Litigation against VidAngel in the United States District Court fortitileDstrict
of California, or the California Distct Court. They alleged two claims: (a) thatdAngel requires, but does not have, theiftiffs’ authorization
to make digital copies of the Plaintiffs’ copyrighted workel dhus violates 17 U.S.C. Skxts 106(1) and (4), and (b) thatdMngel violates
Section 1201 (a)(1)(A) of the DMCA by circumventing a technological measure that effectively controls access to works prutectie:
Copyright Act. The Plaintiffs @& seeking monetary damages, costs, and attdrfess from VidAngel, as well as preliminaryé permanent
injunctions prohibiting VidAngel from continog to engage in the challenged conduct.
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VidAngel filed its Answer and Counter-Complaint otyJL2, 2016, asserting that itschnology does not infringe on tiéaintiffs’
rights and otherwise complies witipplicable law. Among other defenses, Ml argues that the circumvention of technolabieccess-
control measures in making digital copies of copyrighted works is: (a) authorized by the FMA, which permits the filteniagsamdsion of
copyrighted material owned by third pasgjeand (b) is further permitted under the DM by the “fair use” doctrine. VidAngdias also allegec
numerous counterclaims against the Platihcluding that the Plaiifts are engaging in an unreasonable restraint onsitater trade in violation
of Section 1 of the Sherman Antitrust Act and Section 4 of thgt@h Antitrust Act (codified at 15 U.S.C. Sections 1 andeSpectively). The
Plaintiffs have reserved October 31, 2016, on the California District Court’s calendar tategumotion seeking the entiof a preliminary
injunction. The Plaintiffs filed and served their motionfargust 22, 2016. VidAngel filed and served its opposition taribeon on Septembe
12, 2016, and the Plaintiffs filed a rgph support of the motion on October 3, 2016.

The Plaintiffs have additionalbaid that they plan to schedule a motiomi®miss VidAngel's counterclaims for hearing December
19, 2016.

Due to the nature of the claims and counterclaimgjedisas the very early stage of the litigation, VidAngel is unablpredict the
eventual result or estimate the amount of any potential liability or recovery. VidAngel plans to use a substantial portion of the proce:
offering to defend the Disney Litigation, including by prosecuting its @yalatims. If the Disney Ligation is decided adveely to VidAngel, it
would have a material adverse effect on VidAngel's financial condition and its ability to continue business operations.

ClearPlay Litigation

In 2014, VidAngel (then doing business as VidAngel, LLC), resporideal contention by ClearPlay, Inor ClearPlay, that we eve
infringing on certain ClearPlay patents byrguiClearPlay in the United States District Court for the Central District ofo@aik (the case late
moved to Utah). In doing so, we requesiadicial determinations #it our technology and serviceddnot infringe eight patestowned by
ClearPlay and that the patents were invalid. In turn, ClearPlay emmlaimed against VidAngel laging patent infringement. tOFebruary 17,
2015, the case was stayed pending inter parties review by the United States Patent and Trademark Office’s, or the U8RT@'seveval of
ClearPlay’s patents. We were not a party to or involved in the USPTO'’s review of those patents. Owing to those proceb@ing,a015,
the Utah trial court closed the case without prejudice to the parties’ rights to reassert any or all claims later. INnAlilgysirzD15, many of
ClearPlay’s patent claims, inading many of the claims asserted against VidAngete ruled unpatentable by the USPTO. Sofm@learPlay’s
other patent claims were upheld and stiiers were never challenged in the USPF@llowing the USPTO's rulings, ClearPlagpealed some
of the USPTO’s invalidity decisions to the United States ColAppeals for the Federal Ciritu These findings of invalidit were all affirmed
by the court on August 16, 2016. The Utah District Court’'s order staying this litigation instructed ClearPlay to contaatttheéti@o two
weeks of the final Inter Partes Review decision after whictCinet would set a telephonic staenference. It has beeneva year since the
Inter Partes Review decisions were issued. We believe Clearflagassert its surviving claisin the near future and thidue litigation could
have a material adverse effect on VidAngel's bussneperations if Clearplay were to prevail. FREK FACTORS - We face risks, such as
unforeseen costs and potential liability inconnection with content we acquire, filter and/or distribute through our service.” See
also“RISK FACTORS—We are engaged in current litigation, the outcome of which, if not favorable to VidAngel, would have a materia
adverse effect on us and our ability to continue our business operations.”
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DESCRIPTION OF OUR PROPERTIES

As of the date of this Offering Circular, our primary assetoardntellectual Property and tlventracts we have enteredardirectly.

We lease our office facilities at 249 North University AvenueyB, Utah, under a month-to-mont#ase. We currently rent ooffices
for $1,750.00 a month. We do not currertdlyn or lease any other real propefge*DESCRIPTION OF BUSINESS' for more information.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

Forward Looking Statements

This Offering Circular contains certafarward-looking statements that are subjectaoious risks and uncertainties. Facttrat might
cause or contribute to such differences include, but are naedino, those discussed on Page 5 of this Offering Circulderuthe heading
“CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS”.

We assume no obligation to revise or publicly release angioevto forward-looking statemententained in the Offering Cintar,
unless required by law.

Overview

VidAngel is a reseller of Blu-ray and DVD discs and offers a lamgeety of movies and TV shows on discs, in both formats,
purchase on our website, www.vidangel.cordpon purchase of such disc at the Sales Pauoe,customer agrees to have us retain phys
custody of the disc. As part of the purchase transaction, we include access to our proprietary and patented conteetchilietayy that
provides our customers with ultimate control over the purchasetert and allows for seamlessmaval and/or muting of contemeemed
objectionable by our customers. Once our custofimishes watching purchased content, they may choose to either keep tresedritle or to
sell the disc back to us at a reduced price. If customers elect to return their disc to us, the Repurchase Price offAregebyeietts the (i)
format of the disc and (ii) total number of 24-hour periods our customers own their discs. Our customers have accesdsentdiltecog
technology for use with a specific disc forlasg as they own it. Our service allowsar customers to dict their individuaviewing experience
by removing certain audio or video segmehtst contain material considered objeogble by our customer. Once a customeshs to sell the
disc back to us, their access to our content filtering technology for that disc terminates and VidAngel's obligationusismeh are complete.

Revenue Model

Each disc is sold to our customers for the Sales Price of $20.00 per disc. Upon purchase of such disc, our customéaagres
retain physical custody of the disc. If customers elect to return their disafeusiewing the purchased content, VidA&hogffers a Repurchas
Price for the disc. The Repurchase Prices paid by VidAngel are currently the Sales Price less $1.00 per 24-hour peri@/y @ad!$2.00
per 24-hour period for each Blu-ray disc.

VidAngel separates its revenue transactions into two (2) grdummse groups are defined by the length of total time of disership.
For clarity purposes, the groups are defined as “short-term ownership” and “long-term ownership.” Currently, the majaritsap$antions
exist within the short-term ownership category. These customers currently account for 99.5% of all transactions througi2QiLéy Bhe
remaining 0.50% of all transactions&rom the long-term ownership category.

For transactions in the short-term ownership category, revenue is recognized on a daily basis for each 24-hour periavaetis(
The amount of revenue recognized is equal to the Sales Bssdhe Repurchase Price and depends on the format of the ltksavdrage
revenue per transaction through July 31, 2016 was $1.3%afwactions in the short-term ownership category.

For transactions in the long-term ownership category, reventezdgnized using a subscription model, or ratably over thecteg
term/life of the customer. The average revenue per transaction through July 31, 2016 was $18.49 per transaction in theo\lamergaip
category.

For our fiscal year ended December 31, 2015, we earned $415,517 in revenue, of which $383,288 is attributed to shortsteamdc
$32,229 is attributable to long-term owners.

For the six months ended June 30, 2016, we earned $2,405,48@&mue, of which $2,334,658 is attributed to short-term owaeids
$70,772 is attributable to long-term owners.

Growth Opportunity

According to PricewaterhouseCoopers, transadbased home video is the fastest-growsegment of the streaming market, asd
projected to reach $8.5 billion by 2019 (with a 2014€k@mpound Annual Growth Rate or CAGR of 25.6%)lanagement believes that tt
market for filtered content is largely untapped, as opposition from content creators and agreements with distributioractgraréhers make
the process overly burdensome, and costly for the average cemdnmpril 2005, the Family Entertainment and Copyright Aeswigned into
law and included provisions that exemptasl a violation of copyrightlaw “...the creation or provision of a computer programoter
technology that enables...[the] making imperceptible [of limitedipos of audio or video content of a motion picture,] and ithdesigned anc
marketed to be used, at the direction of a member of a picateehold...”. In May 2016, VidAngel commissioned an independhén-party
study by the NRG Research Group to determine the percentage oicAmeonsumers who would be interested in or more likelyséa service
similar to VidAngel's. The study estimated the size of the home entertainment audience at 140.2 million Americans, arsdtivedid@8 of
such audience said they will &éinitely” or “probably” use the service, with 19% indicatingtlhey will “definitely” use tle service.

! Pricewaterhouse Coopers Globak&itainment and Media Outlook 2015
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Management believes that this study confirmed the existenessighificant market that is g underserved, and that VidArndelds
the unique advantage of being the only campthat currently provides this market witie ability to view and remove contem the most
popular devices and platforms available on the market today, such as cell phoeés, sabtop boxes (e,g. Apple TV, Rokmazon Fire TV),
and computers, and, in the future, gaming consoles and Smart TVs. VidAngel began privately testing its technology in D&b&rahdr
launched publicly in August 2015. Since launching publicly in August of 2015 to the period ending June 30th, 2016, VidAsgeh
significant growth and user adoption, witfansaction growth of over 2,600% and user growth of over 1,800%. Managementsbiavenis
growth is merely a small percentage of the potential market, and that as VidAngel continues to improve its technologsesdeeleversion:
of our application to work on the devicesdaplatforms used by consumers today, tteagrowth will continue at a high rate for the foreseea
future.

Growth Strategy

VidAngel employs a three pillar marketingategy that includes digital acquisition,stomer retention, and customer sharing:
Digital acquisition:

VidAngel uses highly targeted digitafls to attract customers, including:

e Marketingvideos produced with innovative ad agency Harmon Brothers;
e Banner ads produced in-house;
e Targeted advertising on Facebook, YouTube, Roku, and soon othep $&tx platforms; and
e Advertising with podcast and video channels
Customer activation and retention:

VidAngel continues to refine its customer acquisition funnghwigorous A/B testing of customer emails, landing page layand,
design of various platforms. VidAngel also keeps its customers active by engaginghttentertaining emajlsocial media pds, blog posts,
customer service, and similar methods of outreach.

Customer sharing:

According to VidAngel customer surveys, roughly half the membgXsdAngel’'s customer base were referred by friends. To abigst
on word of mouth advertising, VidAngel plans to continue ine&ihg customers to share VidAngel with friends through the afssharing
incentives and gamification.

Operating Results
VidAngel operates on a fiscal year basis from January to December.

First six month of Fiscal Year 2016 (1/1/2016 — 6/30/2016)

In the first six months of 2016, we focused our efforts on growth. We started by adding new content to the library dHilétids #or
purchase on our application in order to meet the demand of oungxiststomer base. We closed out fiscal year 2015 wittoajppately 1,500
tittes available for purchase, and during the first six months of 2016 have added over 1,000 new titles. We continue tditbekl atean
increasing rate, and plan to continue for the foreseeable future.

In conjunction with adding new titles, we have continued to advertise our service aggressively. In the first six months of 2016,
$2,353,396 on advertising related to our service. The aggressive advertising campaign resulted in the addition of overd4¥idAagel
customers. Revenues generated from all customers duringshsiXi months of 2016, were $2,405,430, an increase of 3,6@dfotle first six
months of 2015, or 578% of the total revenue from fiscal year 2015. We plan to maintain our aggressive spending on afbrettisir
foreseeable future, in order to further stimulate the growth of our customer base.

VidAngel had a net loss of $2,219,233 for thetfiss&x months of fiscal year 2016. Thisss was largely related to the incsed
advertising spend to fuel user growth.

Fiscal Year 2015 (1/1/2015 — 12/31/2015)

In fiscal year 2015, we began early b&tating of a new version of our service.eTihew service removed many of the obstathes
limited the original version, and management believes it began to show promise ireilge@uaer the first eight months of falkcyear 2015,
VidAngel refined and improved the technology of the new versionlgvaiowing a limited number of users to preview the servand assist ir
troubleshooting. The response from beta testers was pryrasid VidAngel generated revenues of $126,877 from January 1,tR2@ilh
August 31, 2015. In late August 2015, VidAngel opened accease tplatform to the public, and began marketing the produgreasively. The
use of the service increased dramatically and VidAngel géeerevenues of $288,640 from September 1, 2015, through Decgi2€r15.
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Following the release to the general public, we became aware that the architecture of the current technology would ribies
growing user base, and we invested a $icemt amount of capital and resources inpmating the architecture to handle a mlarger user base
and that could scale up to meet increased demand.

VidAngel had a net loss of $1,382,016 for the fiscal year ended December 31, 2015.
Fiscal Year 2014 (1/1/2014 - 12/31/2014)

In fiscal year 2014, VidAngel released ftfiest version of its service that allowedstamers to filter movies and videos dable on
YouTube and the Google Play Hollywood library. Initial customer signup response was strong, but the service suffered itahiiteithtons,
no high definition content, limitesupport and an unstable customer experienceiahasage was extremely low. Managementanegxploring
alternative strategies and, after creating the current model, the service was ultimately terminated.

VidAngel had a net loss of $777,916 for the fiscal year ended December 31, 2014.
Liquidity and Capital Resources

As of June 30, 2016, we had cash on han®l1p480,525. We also expect that the pexts from this offering will improve ouinancial
performance by providing additional capital necessary to advertiseeouice more aggressively and by enabling us to makeajpiication
usable on additional device platforms, thereby making access to our service simpler, and by enhancing our service bytimpeahinglogy
for delivery to our customers. We have natritlfied any additional material internal external sources diquidity as of he date of this Offerinc
Circular.

Short Term Liquidity

VidAngel has no short term liquidity requiremenats of the date of this Offering Circular.

Long-Term Liquidity

VidAngel has no long term liquidity requiremsrds of the date of this Offering Circular.
Trend Information

VidAngel experienced substantial monthhansaction growth since our public launch in August 2015. We processed and de
497,980 transactions for the month ended June 30, 2016, compared to 18,089 in August 2015, and have recognized ovevé&aéNelated
to transactions for the first six (6) months of Fiscal Y2@t6. The number of active users who purchased a disc in Junenv2@1610,251,
compared with 5,770 when we launched to the public in August 2015, which represents growth of over 1800%.

Our customer’s experience usingApps, has improved significantly for every device on which our product is currently availabls
example, out of 5 stars possib®r Apple app store rating has increased frofns?ars to 4.9 stars; our Google Play appihgzoved to 4.8
stars; our Roku app to 4.5 stars; &imdle app to 4.4 stars; and our Azon Fire TV app to 4.6 stars.

Customer satisfaction has consistegribyvn as we've improved our technology over time as seen in the chast e percentage o
customers rating their experience with us as great has increased from just above 50 percent to over 80 percent. We @sky ¢esting@nd
working on changes to our technology and content delivery network which management believes will further increase thecpgediooma
product, and subsequently the customer feation gains we have seen to date.

33

Exhibit A
RJN-40

SER 990



Case 2:16-cv-04109-AB-PLA Document 117-2 Filed 10/27/16 Page 38 of 79 Page ID
253G2 #4490 Page 37 of 78

vai_253g2.htm 10/19/2016 3:14pm EDT

RE-ENGINEERED STREAM

ALG SEPT oCT O DBEC A FER

MAR APR AT RN

Source: This chart was generated from 139,435 responses to a VidAngel survey sent to customers upon completion of anmactiase tr
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DIRECTORS, EXECUTIVE OFFICERS AND SIGNIFICANT EMPLOYEES

Subject to our stockholders’ righto consent to certain transactions, tharmss and affairs of the Company are controbigdand all
powers are exercised by, our Board. Our Board shall consist éwet than three (3) nor more than five (5) directors, ¥aetenumber to be se
from time to time by the Board. We currently have three direcieal Harmon, Paul Ahlstrom and Dalton Wright. Our Boamlldie elected
each year, at the annual meeting of stockholders, to hold office until the next annual meeting and until their succdssted arel ualified.
Any newly created directorships resulting from an increase in the authorized number of directors and any vacancies oocurBogrih may
be filled by the affirmative vote of a majority of the remamdirectors. A director may regi at any time, and the stocktets may remove an
director or the entire Board at any timdthwor without cause, by the affirmative eodf a majority of stockholders voting such decision.

Our Board has retained our executive officers to manageayuto-day operations, our library of movies, our intellectual grypand
other investments, st to the supervision of our Board. Neal Harmoausently our Chief Executive Officer, Patrick Reils currently our
Director of Finance, Elizabeth Ellis is currently our Chiefe@ing Officer and Jeffery Harmon is currently our Chief Marige®Dfficer. Our
executive officers have accepted their appointment, or nomination to be appointed, on the basis of the compensationtdotthenpalke
“COMPENSATION OF DIRECTORS AND EXECUTIVE OFFICERS — Remuneration of Executive Officers and Managers of Our
Company’ for more information. Our executive afers will serve for such period as the Bibatetermines, subject to the terms of a
employment agreements we enter into with them, or theireeatéiath, resignation or removal. Our Board may remove our &eaiticers
subject to the terms of any employmentesgnents we enter into with the®ee* COMPENSATION OF DIRECTORS AND EXECUTIVE
OFFICERS —Employment Agreements for more information.

The individuals listed below are our executive officers andctiirs. The following table anddgraphical descriptions setrfb certain
information with respect to the individuals who cuntitg serve as our directors and executive officers:

Hours/Year
I Term of (for part-
Name Position Age Office time
employees)
Neal Harmon* Chief Executive Officer, Director 38 October 2013 n/a
Jeffery Harmon* Chief Marketing Officer 33 October 2013 n/a
Elizabeth Ellis Chief Operating Officer 39 June 2015 n/a
Patrick Reilly Director of Finance 35 January 2014 n/a
David Quinto General Counsel 61 August 2016 n/a
. February
Paul Ahlstrom Director 53 2014 n/a
: : February
Dalton Wright Director 36 2014 n/a

*Neal Harmon and Jeffery Harmon are brothers.
Biographical Information
Biographical information regarding our directors and executive officers is set forth below.

Neal Harmon, Chief Executive Officer, Directdteal has served as VidAngel, Inc.’s Chief Executive Officer since he helped co-
the company in 2013. Neal is a member of Harmon Ventures LLC, a Utah limited liability company, the Company’s largestestddklalkb is
a managing member of Harmon Brothers, LLC, a marketing agency-feunded with his brothers. Neal worked for Orabrush,floe 2009
to 2013, a company he co-founded, where he served in such capacities as Chief Operating Officer and as a member ofribe Boas].\gal
has also worked for the Neal S Harmon Company, a Utah corporasi@nconsultant, entrepreneur and investor, engaging irestichies such
as designing and creating a tkirgy logistics dashboard to coeat shippers and private flsgtamong web-based and other pot§. Neal
received his received his master’s degree from Brigham Youngeksity in Instructional Psychology and Technology in 2002, arwd
undergraduate degree from Brigham Young University in American Studies in 2001.
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Jeffery Harmon, Chief Marketing Officedeffery is a co-founder and Chief Marketing Officer of VidAngel, Inc. He is current
managing-member of Harmon Brothers, LLC, a Utatited liability company, which is aonline-focused advertising and marketicwmpany.
Jeffery co-founded Orabrush, Inc. in 2009 and served as its f@B02009-2010. He continued to serve as Chief Marketing @ffioel Co-
Founder of Orabrush from 2010 to 2013. He is currently active wotltler start-up companies and concepts. He attended BrigloamgY
University from 2006 to 2008, where he studied business marketing, tradition marketing, internet marketing and busindsstiadiminis

Elizabeth Ellis, Chief Operating OfficerLiz has served as Chief Operating OfficerVatiAngel, Inc. since 2016, where her duti
include overseeing all operating procedures and staffing. From 2009 until she started her tenure at VidAngel, Inc., L2irgatothef Human
Relations and Office Manager at Orabrush, Inc., where she oversaw personnel and was responsible for various operaticnhbdkdsksB.S.
from Brigham Young University.

Patrick Reilly, Director of FinancePatrick began providing consultirsgrvices to VidAngel, Inc. in March 2014, and joined as
Director of Finance in February 2016. Patrick oversees all accounting and finance duties, including but not limited t@ bfatgetiating,
auditing, financial statement preparatiand funding at VidAngel, Inc. Patrick servad Financial Controller at Moki Mobilityinc. a computer
software company, from 2013 to February 2016, where he was responsible for finance and accounting duties. From 200&ttcRES the
Vice President of Finance and Financial Controller at Allegiance, Inc., where he was responsible for all finance and adutestofgthe
company. Patrick graduated from Utah Valley University in 2005 ait®.S. in Business Administran with concentrations inifance and
banking.

David Quintg General Counsel David joined VidAngel, Inc. as our General Counsel in August 2016. David was a co-found
partner at Quinn Emanuel Urquhart & Sullivan LLP from 1987 through 2014, and along with Phyllis Kupferstein, founded Kupfaratel &
Quinto, LLP in 2014. From 2015 through 2016, David was a partnertidtinternational, full servicérm Davis Wright Tremaia LLP. He has
represented numerous “Fortune 500” companies, including Avery 8mmnlLockheed Martin, Samsung, Louis Vuitton, Mattel, John
Controls, Hilton Hotels, Grendene S.A., aBde-A Trading Co. Ltd., as well as theadlemy of Motion Picture Arts and Sciencée Academy
of Television Arts and Sciences, the Producers Guild of Ameaicd,the America’s Cup Organizing Committee. David has expdrtisrade
secret, trademark, trade dress, copyright, inmf@ampetition and complex business disputes. He published a treatise that analyzed the ap
of tort law to the Internet titledl'aw of Internet Disputespublished by Aspen Law and business and@dw@uthors a practitiong guide to trade
secret protection and litigation nationally, published by LexisNeXise(4 2016). David graduated with his J.D. from the Harvard Law Scho
1982, and received his B.A. from Amherst College in 1977.

Paul Ahlstrom, DirectorPaul joined VidAngel as our director in 2014. Phas served as Managing Director of Alta Ventures Mex
Fund I, LP since 2010, where his responsibilities include all aspects of investor relations, evaluating a business’srmedicts ¢or potentia
investment opportunity, creating deal flow, negotiating the terms and conditions in each of the company'’s financing, sebdaglasember o
portfolio companies, and preparing financiatements and financial analysis. Oves bareer, Paul has directly participatadnore than 125
venture capital investments and previouglpresented vSpring Capital on the boards of Ancestry.com, which was sold in 200fviate equity
firm and went public in 2009 (NASDAQ:ACOM), Senforce, which walsl $0 Novell (NASDAQ: NOVL), ad Altiris (NASDAQ:ATRS), which
went public and was then sold to Symantec. (NASDAQ: SYMC), GlobalSim and As=oplr. Ahlstrom has also served as an adwasar board
to many successful venture-backed startups including Rhomobile sold to Motorola, SpaceMonkey, SendMi, Convert.com andsJdie
author of popular startup bodail It Then Scale Jtand received his B.A. in Communications from Brigham Young University.

Dalton Wright, Director Dalton joined VidAngel, Inc. as our director in 2014.Itba has been a partner at Kickstart Seed Fund,
since 2013, a seed-stage investment fund that develops close relationships with universities, angel groups and entrdpreTeutsgio-
growth start-ups in both Utah and theihtain West. Dalton serves aslirector of numerous other corporate boards. From 202012, Dalton
was Senior Associate and Founding Team MendieAlta Mexico Ventures, a seed, venture and growth capital fund targeting roigthg
companies in Mexico. Dalton graduated from the Wharton Business School at the University of Pennsylvania with his M.B4Aaimd2gdlds
a B.A. in finance from the University of Utah.
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COMPENSATION OF DIRECTORS AND EXECUTIVE OFFICERS

Messrs. Harmon, Ms. Ellis, Mr. Reilly and Mr. Quinto receive compensation for acting in their capacities as our execetige Bféaeimburse
Messrs. Ahlstrom and Wright for their expenses inedi in acting in their capacity as a directo6ee -Remuneration of Executive Officers anc
Directors of the Companybelow for more detailed information.

Remuneration of Executive Officers and Directors of the Company

Set forth below is a table of remuneration that our executive officers and directors received for our fiscal year ended Bkczibe

Capacity in which Cash Total

CompensationWas  Compensation Other Compensation Compensation
Name Received (%) (%) ($)
NealHarmon CEO $100,000 n/a $100,00
ElizabethEllis COO $100,000 Indeterminate(1) $100,0
Jeffery Harmon Director of Marketing $100,000 n/a $100,0(
Paul Ahlstrom Director n/a n/a $n/a
Dalton Wright Director n/a n/a $n/a

(1) On July 17, 2015, Ms. Elizabeth Ellis was granted stock incentive options exercisable for 50,000 shares of VidArgé&l'SCGamon
Stock with an option price of $0.50 per share and on August 10, 2016, Ms. Ellis was granted stock incentive options exer2&aie
shares of VidAngel's Class A Common Stock with an option fc®0.82 per share, both pursuant to the terms and conditiang &tock
Incentive Plan. These options will vest in substantially equal annual increments over a four-year period.

Employment Agreements

We have recently entered into an employment agreement with Mr. David Quinto with respect to his position as our Generd¥iCo
Quinto’s employment begins on August 1, 2016, has no specified #&d will require him to devote his time and attentionrdumnormal
business hours to the business and affairs of the Company a@driany’s affiliates. By entering this agreement with Mrinuy we have
attempted to ensure Mr. Quinto is available to defend VidAmgéhe Disney Litigation througihe court of appeals and alletiway to the
Supreme Court, if necessary.
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Mr. Quinto’s employment agreement provides for an initial base salary of $350,000, payable semi-monthly, which will thert
subject to potential annual increasesdshon his performance after review by our Board which must approve any salary inblea@einto has
also been granted an option exercisable for 219,792 shares of Class A Common Stock.

If Mr. Quinto’s employment is terminated by us without “cause,” or by him for “good reason,” within 12 months of a “chamgieadt ¢
(each as defined in the applicable employment agreementuitito will be entitled to receive accelerated vesting of 100#isobption.

If Mr. Quinto’s employment is terminated by us without “cause” or by the executive for “good reason” prior to July 31, #0:
provided the Company is conducting business in the United States substantially unimpaired by any injunction, Mr. Quintntitiéde¢o
receive severance pay in the form of the continued payment of his base salary, at the rate in effect as of the dateanf éewhimatccordanct
with the Company’s customary payroll practices, until July 31, 2021. If the Company’s business operations in the Unitge Stdtssintially
impaired such that the Company cannot operate profitably, Mr. Quinto will be permitted to draw down on a cash collaterakstaiolisihred by
VidAngel to secure payment of Mr. Quinto’s cash compensationgorerne can continue his defense of VidAngel in the Disnigyaltion. Mr.
Quinto’s right to receive the severance pay will be subject to the delivery of a release of claims in favor of the Company.

Mr. Quinto’s employment agreement also required him toreénte a Proprietary Informatiorinvention Assignment, Non-Compedn
and Arbitration Agreement with the Company.

Stock Incentive Plan

In an effort to further the long-term stability and financial success of the Company by attracting and retaining persiomiirad,
employees, directors and consultants for the Company, the&wymadopted its 2014 Stock Intiee Plan, or our Stock Incentivelan, in
February 2014. There are 2,534,544 shares of Class A Common Stock in VidAngel authorized for issuance through our 8tedRlamceAs
of the date of this Offering Circular, optis exercisable for 1,022,811 shares of oas€IA Common Stock have been granteden our Stock
Incentive Plan, and of those aptis granted, options exercisable for 5,000 shafé3lass A Common Stock in VidAngel have hesxercised.
Through the use of stock incentives, the Stock Incentive Pilastimulate the efforts of th@spersons upon whose judgmenterest and efforts
the Company is and will be largely dependent for the successful conduct of its business and will further the identifiteig® persons’
interests with the interests of the Company’s stockholders.

The Stock Incentive Plan is administered by our Board. The board has the power and sole discretion to grant or awackatstec
or an Award, to any employee of, directaf; or consultant to the Company, each atiBi@ant, who, in the sole judgment ofroBoard, has
contributed, or can be expected to cdnite, to the profits or growth of the Company. Our Board also has the power amtissod¢ion to
determine the size, terms, conditions and nature of each Award to achieve the objectives of the Award and the Stock Imtenfiles |
includes, without limitation, the Board’ ability to determine?) Wihich eligible persons shall receive an Award and the eatfithe Award,
(ii) the number of securities to be covered by each Award, (iii) the fair market value of such securities, (iv) the tieewhé&man Award shal
be granted, (v) whether an award shall become vested over a period of time, according to a performance-based or otluredatimny
otherwise, and when it shall be fully sted, (vi) the terms and conditions under aebhrestrictions imposed upon an Award $Hapse,
(vii) whether a change of control existsiii) factors relevant to the satisfacticermination or lapse of restrictions oartain Awards, (ix) when
certain Awards may be exercised, (x) whether to approve a ipanis election with respect tapplicable withholding taxegxi) conditions
relating to the length of time before disposition of securities received in connection with an Award is permitted, (xiproesaens relating to
the sale of securities acquired under the Stock Incentive Plan, and (xiii) any additional requirements relating to AwhedBahad deems
appropriate.
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SECURITY OWNERSHIP OF MANAGEMENT AND CERTAIN SECURITYHOLDERS

The Company has: 25,000,000 shares of common stock par value $0.001 per share, authorized, of which 21,250,000 share:
designated as Class A voting common stock, or the Class A Common Stock, and 3,750,000 have been designated as Class B Comm
of the date of this Offering Circular, we have 18,008 8l68res of Class A Commono8k issued and outstanding.

Capitalization

As of the date of this Offering Circular, Harmon Ventures, Lb€Harmon Ventures, owned indirectly by our CEO, Mr. Harmoud,
his two brothers, Jeffrey Harmon and Daniel Harmon, owns 8,938,520 shares of our common stock. Alta Ventures Mexico EuadAJtal
Ventures Mexico Fund I, owns 3,160,318 shares of our commok. s@sborne Companies, LC, or Osborne Companies, owns 2,22h#@B3%
of common stock. Various unaffiliated investorgn the remaining shares of common stock.

The following table sets forth those execatiofficers, directors and other secufitylders holding 10% or a greater percgptaf any
class of shares, as of the date of this Offering Circular.
Amount and Nature of

. Name and Address of Beneficial Amount and Nature of g h
Title of Class Owner Beneficial Ownership Bene'fol\(élg\lljiroavglrleershlp Percent of Class

Harmon Ventures, LLC
Class A Common Stock 1154 Holly 8,938,52Cshares N/A 49.63%
Cir Provo, UT 84604

Alta Ventures Mexico

Fund |, LLC
Class A Common Stock 3312 Mayflower Avenue, Suite #1 3 150 31 gspares N/A 17.55%
T 84043
Osborne Companies, LC . :
. ! Options exercisable for 66,000
Class A Common Stock 4290 North Vintage Circle 2,222,733%hares g 12.33%

Provo, UT 84604

Upon closing of the Minimum Offering, Harmon Ventures will own approximately 46.41% of our total outstanding shares of
stock, Alta Ventures Mexico Fund | will own approximately 16.41% of our total outstanding shares of capital stock, andGasbpamées, LC
will own approximately 11.54% of our total outstanding shares of capital stock. Upon closing of the Maximum Offering, Haruias Véll
own 41.08% of our total outstanding shares of capital stock, Alta Ventures Mexico Fund | will own 14.52% of our total ngtstends of
capital stock, and Osborne Companies, LC will owr22% of our total outstanding shares of capital stoS8ee*COMPENSATION OF

DIRECTORS AND EXECUTIVE OFFICERS - Stock Incentive Plan” above.
Our Board may, from time to time, also cause shares of capit& ®tdie issued to directors, officers, employees or comgsl@f our

Company or its affiliates as equity incentive compensation under our Stock Incentive Plan, which shares will have allrignefasd
preferences as our Board may designate as applicable to such shares.
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INTEREST OF MANAGEMENT AND OTHERS IN CERTAIN TRANSACTIONS AND OTHER CONFLICTS OF
INTEREST

Affiliated Transactions
Promotion and Marketing Services Agreement with Harmon Brothers LLC.

VidAngel entered a “Promotion and Marketing Services Agreemamthe HB Marketing Agreement, with Harmon Brothers LLC,
HB. HB is owned by Neal Harmon, Jeffrey Harmon, and Dad@imon. HB is in the business of providing internet-based and-mettia
promotion and marketing services, including the design, implementation and exesfupmmotional and web-based advertisirgnpaigns.
HB'’s services to the Company are divided into two categociestive and production servicesdaoptimization and distributioservices. For
creative and production services, HB invoices the Company at cost according to each employee or consultant’s persorialieurateb
VidAngel also pays all of HB's expenses incurred in producing promotional and web-based iadyénttuding without limitain, props, food
and catering onset, facility rentals, travel, equipment rentals, and other costs of production. For optimization andrdstntioes, VidAngel
pays HB a percentage-based fee for the management of thiydgupend (Adwords, Facebook, etachich drives traffic to thecontent
produced, co-produced or otherwise created by HB, for VidAngel. Tivempage-based management fee continues for the lifeeafantent. In
exchange for the promotion and advertising services from HBudimg third-party adspend billeat cost, VidAngel paid $0 teiB in 2014,
$344,739 to HB in 2015, and $2,166,989 to HB through June 30, 2016.

Employment Agreement with our General Counsel, David Quinto

We have recently entered into an employment agreement with Mr. David Quinto with respect to his position as our GeneraVCo
Quinto’s employment began on August 1, 2016, has a five year term, and will require him to devote his time and attentrmrrdatibgsiness
hours to the business and affairs of the Company and the Company'’s affiliates.

Mr. Quinto’s employment agreement provides for an initial base salary of $350,000, payable semi-monthly, which will there
subject to potential annual increases based on his performaecesafew by our Board which must approve any salary increase

Investor Rights and Voting Agreement

The Company entered into an Investor Rights and Voting Agreemoentivestor Agreement, dated February 27, 2014 with certai
VidAngel's investors, including Alta Venturgglexico Fund |, the manager of which is Paul Ahlstrom, one of our directors. IriVestor
Agreement requires us to provide certain information anceirtggn rights, provides for confidgality, and requires the paes to this agreemen
to vote their respective shares of common stock in a manner which maintain the number of directors on our Board at nofive@nthém
elect as a director an individual designated by Alta Ventures Mexico Fondd long as it owns at least 1,000,000 sharesiotommon stock.

The Company is permitted to enter into trao8ons with, including making loans to andiwtoguarantees on behalf of, our directo
executive officers and their affiliates; so long as the person or persons approving the transaction on behalf of the Gecthpagyaatfaith and
in a manner he reasonably believed to be in or not opposeé tmeth interest of the Company. We do not have any outstaloding or loan
guarantees with any related party, and, as of the date of tieisSf@fCircular, we do not have any intentions to enter injosaich transactions.
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SECURITIES BEING OFFERED

General

The Company is offering a minimum of 1,666,667 and a maximum of 3,750,000 of our Class B Common Stock at a price of
share ($5,000,000 and $11,250,000, respectively). The minimurarigilos is fifty (50) Offered Shares ($150); however, we waive the
minimum subscription on a case to case basis in our soleetistr The Offered Shares are common equity and are not ertttlady
preferences regarding distributioi@ee“—Distributions.”

This offering will terminate on the Termination Date, provided that if we have received and accepted subscriptions fomibenh
Offering on or before the Termination Date, then this offeringteithinate when all Offered Shares have been sold, whicleears first. If, at
the Initial Closing, we have sold less than the Maximum i@fge we will hold Additional Clomgs, up to the Maximum Offeringhrough the
Termination Date. Purchases of Shares in excess of $5,000 muwanhsmitted by investors directly by either wire transfeelectronic funds
transfer via ACH to the escrow account maintained by IssuescDiPurchases of Shares in the amount of $5,000 or less nmsubimétted
through an investor's VidAngel customer account in accordance with the billing information for such investor at www.vidanaed caill not
be held in a non-interest bearing escrow account by Issuer Direct, but will be held in a separate non-interest bearihglddpotdAngel.
Upon each closing, the proceeds collected for such closing will be disbursed to the Company and the Offered Shares simgsudh lot
issued to investors. If a closing does not occur for any reason, the proceeds for such closing will be promptly retuestdry generally
without interest (within one busess day) and without deduction.

The Company and stockholders are goverbgdur Certificate and BylawsSee‘— Description of Certificate of Incorporation and
Bylaws’ below for a detailed summary of terms of our Certificate and Bylaws. Our Certificate and Bylaws are filed as an elbikiffeging
Statement of which this Offering Circulés a part. The Company has: 25,000,000 shares of common stock, par value $0HiGizeautof
which 21,250,000 shares have been designated as Class A Common Stock, and 3,750,000 have been designated as Class BkC@am:
Board has the right to create, authorize and issue new shéates @Gompany, including new ckes, provided that it may nouthorize or issue
shares senior to the rights and preferences of our common witut the consent of the conom stockholders holding a majgriof the
outstanding shares of each class of common stock.

Registrar, Paying Agent and Transfer Agent for our Offered Shares
Duties

Issuer Direct Corporation will serve as the registrar and tramsfent for our Offered Shares. We will pay all fees chalmpethe
transfer agent for transfers of our Offered Shares exceppémial charges for services requested by a Class B Common @tmrkh

There will be no charge to our Class B Common Stockholders for disbursements of our cash dividends, if any, although \
anticipate issuing dividends for the foreseeable future. We will indemnify the transfer agent, its agents and each pétties steckholders
directors, officers and employees against all claims and ldisaesnay arise out of acts performed or omitted for its a@é/in that capacity,
except for any liability due to any gross negligence or intentional misconduct of the indemnified person or entity.

Resignation or Removal

The transfer agent may resign, by notice to us, or be remwmyeds. The resignation or removal of the transfer agent will hec
effective upon our appointment of a successor transfer agent and registrar and its acceptance of the appointment. Ibndasdees
appointed and has accepted the appointment within 30 days after notice of the resignation or removal, our Board, orcd desi§oaed, may
act as the transfer agent and ségir until a successor is appointed.

Dividends

No dividends to investors in our Offered Shares are assured, nor are any returns on, or of, an investor's investme
guaranteed. Dividends are subject to our ality to generate positive cash flow from operations. All dividends are further shbiject to the
discretion of our Board. It is possible that we may have casivailable for dividends, howeverwe anticipate retaining all of our earnings
for the future operation of the Company and do not anticipate making any cgh distributions in the foreseeable future.
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Our Board, in its sole discretion, may determine from timéne to declare and pay dividends out of any funds legally ablail
therefore. The Company has never declared or paid cash dividenids capital stock. The Comparwyrrently intends to retaiany future
earnings to finance the growth and development of its busaressherefore does not anticipate paying any cash dividendsefdoreseeable
future.

Liquidating Preferences

Upon the dissolution and liquidation of the Company, no stockholder will receive a preference in the distribution of hiquidegieds.
Liguidating distributions will be shargzhri passuamong our common stock.

Basis for Dividends

The Company’s ability, and our Board’ decisions, to issue dividends to our stockholders will be based upon the operatinghesult
Company. Our Board has discretion over whether to declarpagndividends to our stockholdetsowever, we do not anticipai&suing any
dividends for the foreseeable future.

Description of Certificate of Incorporation and Bylaws

TheCompany is governed by our certificate of incorporation, or@ertificate, and our bylaws, or our Bylaws. The following sumym
describes material provisions of our Certificate and our Bylaws, but it is not a complete description of our Certificatglaasr & any
combination of the two. A copy of our Certificate and our Bylaws are filed as exhibits to the Offering Statement of v@iiehittyCircular is
a part.

Board of Directors

Subject to our stockholders’ righto consent to certain transactiongpesvided under the Delaware General Corporate Laly@CL,
the business and affairs of the Company are controlledniolyath powers are exercised by, our board of directors, or oudB@an Board is
required to consist of not less than three (3) nor more thaifS)wdirectors, the exact number to be set from time to tiynéd Board. Our Boarc
is comprised of Paul Ahlstrom, Neal Harmon and Dalton Wright. Our Board is elected each year at the annual meeting oérstottkiholdl
office until the next annual meeting and until their successors are elected and qualified. Any newly created directotshgpdroaesuan
increase in the authorized number of directors and any vacancies occurring in our Board may be filled by the affirmafitteevictmaining
directors. A director may resign ahy time, and the stockholders may remowdractor at any time, with or without cause, e affirmative
vote of a majority of stockholders voting in such decision.

The DGCL provides that stockholders of a Delaware corporation are not entitled to the right to cumulate votes in thef elieetimiso
unless its certificate of incorporation provides otherwise. Our Certifétee not provide for cumulative voting.

Our Board may designate one or more committees. Such committeesansist of one or more directors. Any such committeéheto
extent permitted by applicable law, will have and may exeisthe powers and authority of the Board in the managemehediusiness anc
affairs of the Company.

Officers

The Board has the authority to select the officers of the Company. The officers consist of a Chairman of the Board, acQtivef
Officer, or CEO, a Secretary and a Treasurer. In addition, thedBoay elect one or more Vice Chairmen, President, ChiehEiakOfficer and
Vice Presidents, and such other offices as the Board may determine. Two or more of the aforementioned offices may be sahdebgetson
Our officers are: (i) Neal Harmon, CEOQ; (ii) Jeffrey Harmon, Chief Marketing Officer; (iii) Elizabeth Ellis, Chief Operaficer,@ir COO; (iv)
Patrick Reilly, Director of Finance and Secretary; and (v) David Quinto, General Counsel
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At the first meeting of the Board followirthe annual meeting of stockholders, the ®Blo@ppoints the officers, however, thedd may
also empower the CEO to appoint subordinate officers and agents for us. Each officer so elected holds office until secbuotfecssor is
elected and qualified or until the officer’s earlier resignation oroneal. Each officer is required to perform such dutiesrasprovided in the
Bylaws or as the Board may from time to time determine. Sutgebe rights, if any, of an officer under any employment egent, any officer
may be removed, with our without cause thy affirmative vote of a majority of the Bak An officer may resign at any tinoa giving notice to
the Board. Our CEO is in charge of the general affairs of thep@ay, subject to the oversight of the Board. In case anybficabsent, or for
any other reason the Board may deem sufficient, the CEO or the Board may delegate the powers and duties of such ofitber wifesgr or
to any director.

Fiduciary Duties and Indemnification

The Company shall indemnify any person who was or is a party or is threatened to be made a party to any threatened,
completed action, suit or proceeding, whether civil, criminal, administrative or investigative, or Proceeding (other ttiam lay @cin the right
of the Company), by reason of the fact that he is or was a director, officer, employee or agent of the Company, or isvorgnastise reques!
of the Company as a director, officer, employee or agent of anotinporation, partnership, jdiventure, trust or other eerprise, against all
liability and loss suffered and expenses reasonably incurred by such person in connection with any such Proceeding. Thehabrhpe
required to indemnify a person in connection with a Proceeding initiated by such person only if the Proceeding was aytti@iBeditl.

Company Stock

The Company may issue up to 25,000,000 shares of capital stock, of which 25,000,000 shares will be common stock, padle
per share of which 21,250,000 shares have been designated as Class A Common Stock, and 3,750,000 have been desigBa@ohand@lic
Stock.

Stockholder Rights
Voting

Class B Common Stockholders will not be entitled to vote other than as required by law. Only holders of Class A Commaom
entitled to one vote for each share of Class A Common Stock held of record on all matters on which the holders of sheses Gb@iamon
Stock are entitled to vote.

Meetings

The annual meeting of the stockholders shall be held at such date, time and place, if any, as shall be determined bgrttiestated
in the notice of the meeting. Speciatetings of the stockholders shall be adlpeirsuant to resolution approved by the Board, chairperson o
Board, the Chief Executive Officer or President (in the absef a Chief Executive Officer) or by Class A Common Stockholdelding shares
of Class A Common Stock in the aggregate entitled to cast votésssathan ten (10%) percent of the votes at that meetheyoifily business
which may be conducted at a special meeting shall be the matter or matters set forth in the notice of such meeting.

Dividends and Liquidations

Upon any liquidation, dissolution or winding of the Company, whether wmitary or involuntary, a lquidation Event, the asseand
funds of the Corporation available fdistribution to its stockholds, if any, shall be disbuted common stockholders, prata, then outstanding
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Amendment
Class A Common Stockholders may amend, alter or repeal oufica¢etand our Bylaws.
Description of our Stockholders Agreement

Our Class B Common Stock is governed by our Stockholders Agtediherfollowing summary describenaterial provisions of out
Stockholders Agreement, but it is not a ctetgpdescription of our Stockholders Agment. A copy of our Stockholders Agredrnsefiled as an
exhibit to the Offering Statement ofialinthis Offering Circular is a part.

Transfer restrictions

Investors in our Class B Common Stock will be subject to the restrictions on transfer set forth in our Stockholders Agieeteetiie
terms of our Stockholders Agreement, transfer of shares of our Class B Common Stock will be subject to a right of firstesfissdlle first
by the Company, second, by our Class A Common Stockholders, and, third, by our remaining Class B Common Stockholdere thes
Stockholders Agreement. Prior to any transfer or proposed eraofs$hares, the transferring shareholder, or the Selkequsred to give written
notice to us and to the remaining stockholders of such proposed transfer. The certificates for our Class B Common Stdegenilledeto
reflect these restrictions.

Restrictions Imposed by the USA PATRIOT Act and Related Acts

In accordance with the Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstisict *
Act of 2001, or the USA PATRIOT Act, the securities offered hereby may not be offered, sold, transferred or deliveredordineiatéctly, to
any “unacceptable investor,” which means anyone who is:

a “designated national,” “specially designated national,” ¢sily designated terrorist,” {gecially designated global terist;” “foreign
e terrorist organization,” or ‘locked person” within the defitions set forth in the Foreign Assets Control Regulations oftiteed
States, or U.S., Treasury Department;

acting on behalf of, or an entity owned or controlled by, any government against whom the U.S. maintains economic sanctions
embargoes under the Regulations of the U.S. Treasury Department;

within the scope of Executive Order 13224 — Blocking Property and Prohibiting Transactions with Persons who Commit, Thre:
Commit, or Support Terrorism, effective September 24, 2001,

a person or entity subject to addition@strictions imposed by any of the followg statutes or regulations and executivemsdssued
thereunder: the Trading with the Enemy Act, the National Emergencies Act, the Antiterrorism and Effective Death Penal§9&¢t ¢
the International Emergency Economic Powers Act, the United NaBartipation Act, the Intertianal Security and Developme

e Cooperation Act, the Nuclear ProliferatiBnevention Act of 1994, the Foreign Natics Kingpin Designation Act, the Iran ahthya
Sanctions Act of 1996, the Cuban Democracy Act, the Cuban Libedtfpemocratic Solidarity Act and the Foreign Operations pBExf
Financing and Related Programs Appropriations Act or any otheoflainilar import as to any non-U.S. country, as each such act
law has been or may be amended, adjusted, modified or reviewed from time to time; or

designated or blocked, assoeir involved in terrorism, or subject to restrictions under laws, regulations, or execdéve as may
apply in the future similar to those set forth above.
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ERISA CONSIDERATIONS

An investment in us by an employee benefit plan is subject to additional considerations because the investments of st
subject to the fiduciary responsibility and prohibited transaction provisions of ERISA and restrictions imposed by Sectibith49Zbde. For
these purposes the term “employee benefit plan” includes, matiBmited to, qualified pension, profit-sharing and stockusoplans, Keogh
plans, simplified employee pension plarsl tax deferred annuities or IRAs established or maintained by an employer or employee orgal
Among other things, consideration should be given to:

e whether the investment is prudaunder Section 404(a)(1)(B) of ERISA;
e whether in making the investment, tideain will satisfy the diversification ggiirements of Section 404(a)(1)(C) of ERISA; and

whether the investment will result in recognition of unrelated business taxable income by the plan and, if so, the petematial
investment returns.

The person with investment discretion witspect to the assets of an employegebeplan, often called a fiduciary, shoudétermine
whether an investment in us istbarized by the appropriate govengiinstrument and is a proper investment for the plan.

Section 406 of ERISA and Section 4975 of @ade prohibit employee benefit plans fromgaging in specified transactions inviolg
“plan assets” with parties that are “pas in interest” under ERISA or “disqualifigpersons” under the Code with respect to the plan.

In addition to considering whether the purchase of Offered Shares is a prohibited transaction, a fiduciary of an empliby@arbe
should consider whether the plan will, by investing in us, be deemed to own an undivided interest in our assets, withthheoasolperations
would be subject to the reg@bry restrictions of ERISA, including its prohibited transactigles, as well as the prohibitédhnsaction rules of
the Code.

The Department of Labor regulations providedguice with respect to whether the assets of an entity in which employee plmefi
acquire equity interests would be deemed “plan assets” under ciocnenstances. Under these regulations, an entity’s assetisl wot be
considered to be “plan assets” if, among other things:

(1) the equity interests acquired by employee benefit planpuniécly offered securities - i.ethe equity interests are aély held by
100 or more investors independent of the issuer and each other, freely transferable and registered under some provigidesabsgtearities
laws;

(2) the entity is an “operating company”—i.e., it is primarily engaged in the production or sale of a product or serviterotiner
investment of capital either directly or througimajority-owned subsidiary or subsidiaries; or

(3) there is no significant investment by bfénplan investors, which is defined tnean that less than 25% of the value adleclass of
equity interest is held by the ernopke benefit plans referred to above.

We do not intend to limit investment by benefit plan investors in us because we anticipate that we will qualify as ang‘c
company”. If the Department of Labor were to take the position that we are not an operating company and we had sigestoaentity
benefit plans, then we may become subject to the regulatorjctiesis of ERISA which would ligly have a material adversefesft on our
business and the value of our common stock.

Plan fiduciaries contemplating purchase of Offered Shares should consult with their own counsel regarding the consequisnc
ERISA and the Code in light of the serious penalties imposgemons who engage in prohibitednsactions or other violatis.
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ACCEPTANCE OF SUBSCRIPTIONS ON BEHALF OF PLANS IS IN NO RESPECT A REPRESENTATION BY OUR
BOARD OR ANY OTHER PARTY RELATED TO US THAT THIS INVESTMENT MEETS THE RELEVANT LEGAL
REQUIREMENTS WITH RESPECT TO INVESTMENTS BY ANY PARTICULAR PLAN OR THAT THIS INVESTMENT IS
APPROPRIATE FOR ANY PARTICULAR PLAN. THE PERSON WITH INVESTMENT DISCRETION SHOULD CONSULT WITH
HIS OR HER ATTORNEY AND FINANCIAL ADVISERS AS TO THE PROPRIETY OF AN INVESTMENT IN US IN LIGHT OF

THE CIRCUMSTANCES OF THE PARTICULAR PLAN.
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REPORTS
We will furnish the following reports, statements, and tax information to each stockholder:

Reporting Requirements under Tier Il of Regulation A. Following this Tier Il, Regulation A offing, we will be required to comply
with certain ongoing disclosure requirements under Rule 257 of Regulation A. We will be required to file: an annualtrefietS#HC on
Form 1-K; a semi-annual report with the SEC on Form 1-SA,; current reports with the SEC on Form 1-U; and a notice undeF@onet-c
Z. The necessity to file current reports will be triggeby certain corporate eventsmndlar to the ongoing reporting obagjon faced by issuer:
under the Exchange Act, however the requirement to file a BEelthis expected to be triggered by significantly fewer corpagaénts than tha
of the Form 8-K. Parts | & Il of Form 1-Z will be filed by usafid when we decide to and are no longer obligated to filgpemdde annual
reports pursuant to the requirements of Regulation A.

Annual Reports. As soon as practicable, but in no event later than one hundred twenty (120) days after the close of our fis
ending December 31, our Board will cause to be mailed or made available, by any reasonable means, to each Stockhohierssdenteddy
the Board, an annual report containing financial statements of the Company for such fiscal year, presented in accordaid® wichu@ing a
balance sheet and statements of operations, company equity and cash flows, with such statements having been auditedtaptesebated
by the Board. The Board shall be deemed to have made a report available to each stockholder as required if it hateditherh(ijefport with
the SEC via its Electronic Data Gathering, Analysis and Retier EDGAR, system and such report is publicly available ah system or (i)
made such report available on any website maintdigetie Company and available faewing by the stockholders.

Tax Information. On or before June 30th of the year immediately Yalhg our fiscal year, which is currently January 1st throt
December 31st, we will send to each stockholder such tax information as shall be reasonably required for federal anahetbe iaporting
purposes.

Stock Certificates. We do not anticipate issuing stock cicttes representing Offered Shares purchased in this offering to the ClI
Common Stockholders. However, we are permitted to issue s#otiicates and may do so at the request of our transfer ageetnumber of
Offered Shares held by each Class B Common Stockholder, will be maintained by us or our transfer agent in the Company register.

INDEPENDENT AUDITORS

The balance sheet of VidAngel as of the fiscal years ended December 31, 2015 and 2014, and the statements of operatides’ <
equity and cash flows of VidAngel for each of the two years ended December 31, 2015 and 2014, have been included imgh@irodieri and
have been audited by Tanner LLC, independenttarglias stated in theieport appearing herin.
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Index to Financial Statements
VidAngel, Inc. Interim Financial Statements For the Six Months Ended June 30, 2016 and 2015

Balance Sheets as of June 30, 2016 and December 31, 2015 (Unaudited)

Statements of Operations For the Six Months Ended June 30, 2016 and 2015 (Unaudited)

Statements of Stockholders’ Equity (Deficit) For the Six Months Ended June 30, 2016 And the Year Ended December 31,
2015 (Unaudited)

Statements of Cash Flows For the Six Months Ended June 30, 2016 and 2015 (Unaudited)

Notes to Financial Statements For the Bionths Ended June 30, 2016 (Unaudited)

VidAngel, Inc.
Financial Statements as of December 31, 2015 and 2014 for the Years Then Ended

Balance Sheets as of December 31, 2015 and December 31, 2014

Statements of Operations For Years Ended December 31, 2015 and December 31, 2014

Statements of Stockholders Equity For the Years Ended December 31, 2015 and December 31, 2014
Statements of Cash Flows For the Years Ended December 31, 2015 and December 31, 2014

Notes to Financial Statements, December 31, 2015 and December 31, 2014
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Vidgingel =

VIDANGEL, INC.

Interim Financial Statements
As of And For the Six Months Ended June 30, 2016 and 201

Notice to Reader

Our auditors have not reviewed the unauded interim financial statements for the six months ended June 30, 2016 and 2015. Tdes
financial statements and the notes thereto have been prepared the Company’s management in accordance with accounting princies
generally accepted in the United States of America using management’s best judgments, consistent with prior periods, and shbeldead
in conjunction with the audited financial statements for the years ended December 31, 2015 and 2014.
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VIDANGEL, INC.
Balance Sheets
As of June 30, 2016 and December 31, 2015 (Unaudite
June 30, December 31,
2016 2015
Assets
Current assets:
Cash and cash equivalents $ 1480525 $ 1,910,880
Accounts receivable 689 11,868
Prepaid expenses and other 299,083 34,517
Total current assets 1,780,297 1,957,265
Movie inventory 886,253 206,887
Property and equipment, net 34,510 2,780
Total assets $ 2,701,060 $ 2,166,932
Liabilities and Stockholders' Equity (Deficit)
Current liabilities:
Accounts payable $ 222,494 $ -
Accrued expenses 35,789 86,530
Deferred revenue 3,248,449 669,341
Total current liabilities 3,506,732 755,871
Commitments and contingencies
Stockholders' equity (deficit):
Common stock, $0.001 par value, 25,000,000 shares
authorized; 18,008,908 and 18,003,908 shares issued
and outstanding, respectively 18,009 18,004
Additional paid-in capital 3,510,568 3,508,073
Accumulated deficit (4,334,249) (2,115,016)
Total stockholders' equity (deficit) (805,672) 1,411,061
Total liabilities and stockholders' equity (deficit) $ 2,701,060 $ 2,166,932
See accompanying notes to financial statements.
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VIDANGEL, INC.
Statements of Operations
June 30, June 30,
2016 2015
Revenues, net $ 2405430 $ 64,291
Operating expenses:
Cost of revenues 815,284 51,544
Selling and marketing 2,836,930 50,689
General and administrative 629,120 125,086
Research and development 353,904 40,777
Total operating expenses 4,635,238 268,096
Operating loss (2,229,808) (203,805)
Other income (expense):
Interest income 10,602 -
Interest expense (27) -
Other expense, net - (8,508)
Total other expense, net 10,575 (8,508)
Loss before income taxes (2,219,233) (212,313)
Provision for income taxes - -
Net loss $ (2,219,233) $ (212,313)
See accompanying notes to financial statements.
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VIDANGEL, INC.
Statements of Stockholders’ Equity (Deficit)

For the Six Months Ended June 30, 2016 and the Year Ended December 31, 2015 (Unaudit

Common Stock Additional Stoc-L%tc?llders'
“meress _ Shaves  amount BNV CTEG (et
Balance as of January 1, 2015 $ - 13,411,257 $ 13,411 $ 584,766 $ (733,000) $ (1:
Convertible notes payable and related
accrued interest converted to
common stock - 3,526,896 3,527 1,915,933 - 1,919,4¢
Issuance of common stock, net of
issuance costs of $5,000 - 1,065,755 1,066 993,934 - 995
Stock-based compensation expense - - - 12,098 - 12,
Contingent beneficial convsion feature - - - 1,342 - 1,34z
Net loss - - - - (1,382,016) (1,382,016
Balance as of December 31, 2015 - 18,003,908 18,004 3,508,073 (2,115,016) 1,4
Exercise of stock options - 5,000 5 2,495 - 2,51
Net loss - - - - (2,219,233) (2,219,233
Balance as of June 30, 2016 $ - 18,008,908 $ 18,009 $3,510,568 $(4,334,249) $ (8(
See accompanying notes to financial statements.
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Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash
used in operating activities:
Depreciation and amortization
Decrease (increase) in:
Accounts receivable
Prepaid expenses and other assets
Movie inventory
Increase (decrease) in:
Accounts payable and accrued expenses
Deferred revenue

Net cash used in operating activities

Cash flows from investing activities:
Purchase of property and equipment

Cash flows from financing activities:
Proceeds from convertible notes payable
Exercise of stock options

Net cash provided by financiragtivities

Net change in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of period

Supplemental disclosure of cash flow information:

Cash paid for interest

See accompanying notes to financial statements.

VIDANGEL, INC.
Statements of Cash Flows

For the Six Months Ended June 30, 2016 and 2015 (Unaudited)

June 30, June 30,

2016

2015

$ (2,219,233) $  (212,313)
5,795 1,047
11,179 -
(264,566) 7,131
(679,366) (31,736)
171,753 (25,091)
2,579,108 92,474
(395,330) (168,488)
(37,525) -

- 335,417

2,500 -

2,500 335,417
(430,355) 166,928
1,910,880 172,216

$ 1,480,525 $ 339,145
$ 27 % -
F-5
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VIDANGEL, INC.
Notes to Financial Statements

For the Six Months Ended June 30, 2016 (Unaudited

The interim financial information presented should be read in conjunction with the entity’s latest annual audited fingmceitsta

1. Basis of Presentation The accompanying financial statements have been prepared by the Company, without audit, and re

2. Description of
Organization
and Summary
of Significant
Accounting
Policies

adjustments which are, in the opinion of managememgssary for a fair statement of the results for the inte
periods presented. The financial statements have been prepared in accordance with accounting principles
accepted in the United States of America (GAAP) for interim financial reporting. Certain information and fo
disclosures normally included in financial statements prepared in accordance with GAAP have been cond
omitted pursuant to such rules and regulations. It is th@@pbdf management that the financial statements ref
all adjustments which are necessary for a fair presentatfi the financial position, results of operations and c
flows for the interim periods presented. The resultsp#rations for the six months ended June 30, 2016 are
necessarily indicative of the results expected for the entire fiscal year.

Organization

VidAngel, Inc. (the Company) was incorporated on November 13, 2013 as a Utah limited liability Compa
February 7, 2014, the Company converted to a Delaware corporation. The Company resells Blu-Ray a
discs to its customers. The Company includes access to proprietary content filtering technology as pa
transaction. With the purchase of the disc, and access to the technology, the customer then has the ability
a customized version of the disctteir location for viewing on many of toga most popular devices. After the
are finished with a disc, the customer has the optiaeliothe disc back to the Company at a reduced price.
sell-back price varies depending on the type (Blu-Ray or DVOhefdisc, and the number of days the custor
owned the disc.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
States of America requires management to make atsmand assumptions thaffect reported amounts an
disclosures. Accordingly, actual resuttsuld differ from those estimatesei management estimates include t
estimated life of the customer’s ownership of a disc,at&n allowances for net deferred income tax assets,
valuation of stock-based compensation.
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2. Description of
Organization
and Summary
of Significant
Accounting
PoliciesContinued

VIDANGEL, INC.
Notes to Financial Statements
Continued
For the Six Months Ended June 30, 2016 (Unaudited

Cash and Cash Equivalents
The Company considers all highly liquidvestments with original maturities to the Company of three month
less to be cash equivalents. As of June 30, 2016 these cash equivalents consisted of money market accoL

Movie Inventory

Movie inventory includes DVD and Blu-Ray discs purchased by the Company for resell, not in exesdizalble
value. Movie inventory is recorded at the lower of cost or market, with cost being determined on a first in, 1
method. The Company periodically rewis inventories for excess supply, olescence, and valuations abo
estimated realizable amounts, and provides a reserve to cover these items. Management determine
allowance for obsolete inventory was necessary as of June 30, 2016.

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation and amortization. Deprecii
amortization are calculateding the straight-line method over the estietheconomic useful lives of the assets
over the related lease terms (if shorter) as follows:

Office and computer equipment 3 years
Leasehold improvements 1 year

Expenditures that materially increase values or capacities or extend useful lives of property and equipi
capitalized. Routine maintenance, repairs, and renewesis are expensed as incurred. Upon sale or ¢
retirement of depreciable property, the cost and accumulated depreciation and amortization are removed
related accounts and any gain or loseftected in the statement of operations.

Impairment of Long-Lived Assets

The Company reviews its property and equipment, and &ihgrlived assets for impairment whenever events
changes in circumstances indicate tthat carrying amount of the assets mayirbpaired. If it is determined tha
the estimated undiscounted future castwf are not sufficient to recover the carrying value of the asse
impairment loss is recognized in the statements ofadjp@s for the difference between the carrying value and
fair value of the asset. Management does not considepfathe Company’s assets to be impaired as of June
2016.
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2. Description of
Organization
and Summary
of Significant
Accounting
Policies
Continued

VIDANGEL, INC.
Notes to Financial Statements
Continued
For the Six Months Ended June 30, 2016 (Unaudited

Revenue Recognition

The Company resells Blu-Ray and DVD discs to its custofeers fixed price of $20. Upon purchase of the di:
the customer agrees to have the Company retain physical custody of the purchased disc until such a tim
customer either requests to have the disc shipped todirently, or the customer delgs to sell the disc back t
the Company at an agreed upon price, which reduces $1 per day for DVD discs, and $2 per day for

discs. During the time that the customer owns the disc, the Company gives the customer access to a pate
streaming technology that permits the customer to direat ithg@ividual viewing experience by allowing them i
remove certain audio or video segments that contain material that may be considered objectionable by a r
the private household. Access to this technology is available during the entire period of which the custom
the disc purchased from the Company, and is extinguished upon the customer selling the disc back to the (
Revenue is recognized when all of the following criterigehlaeen met: (1) persuasive evidence of an arranger
exists, (2) services have been rendered, (3) the Congpanyge to the buyer is fixed or determinable, and

collectability is reasonably assured.

The Company separates its revenue transactions int@dels based on length of time of disc ownership — sh
term and long-term ownership of discs.

Transactions that have a short-teownership of a disc exhibit a very short ownership time period, usuall}
average selling the disc back to the Company wigimours. For these transactions, the Company recogr
revenue on a daily basis, in an amount equal to the daily reduction in the sell-back price from the custom
Company ($1 or $2 per day), and ceasing upon the customer’s sell-back of the disc. Approximately 99.5'
Company’s transactions are short-term.

Transactions that have a long-teownership exhibit a longer period of &of ownership — in excess of 20 day:
A majority of the customers entering long-term transactions appear to be building a library of movie titles, a
own the associated discs indefinitely. The Companyneséis the expected period of the long-term transacti
and recognizes revenue based on a subscription model, or ratably over the expected term. Cash rece
customers prior to recognition of revenue is recorded as deferred revenue.

Advertising

Advertising costs are expensed as incurred. Advertising expenses totaled $2,353,396 for the six months el
30, 2016.
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3. Commitments
and
Contingencies

VIDANGEL, INC.
Notes to Financial Statements
Continued
For the Six Months Ended June 30, 2016 (Unaudited

Litigation

The Company is involved in legal proceedings from time to time arising in the normal course of busines
Company has received, and may in the future continue to receive, claims from third parties. Manageme
consultation with legal counsel, believes that the outcome of these proceedings may have a material impz
Company’s financial position, relési of operations, or liquidity.

Current and future litigation may be necessary to defend the Company and its customers by determi
scope, enforceability, and validity of these claims. The results of any current or future complex litigation i
cannot be predicted with certainty, and regardless of the outcome, litigation can have an adverse impac
of defense and settlement costsstdiction of management resourcesd ather factors. Additionally, thes
matters may change in the future as the litigation awduél discovery unfolds. Legal fees are expensec
incurred. Insurance recoveries associated with legal costs incurred are recorded when they are deemec
of recovery.

The Company assesses whether there is a reasonable possibility that a loss, or additional losses bey
already accrued, may be incurred (“Material Loss”). If there is a reasonable possibility that a Material Lo
be incurred, the Company discloses an estimate or rahgige amount of loss, eih individually or in the
aggregate, or discloses that an estimate of loss canrmoadbe. If a Material Loss occurs due to an unfavore
outcome in any legal matter, this may have an adweffeet on the financial position, results of operations, ¢
liquidity of the Company. The Company records a provision for each liability when determined to probab
the amount of the loss may be reasonably estimategseTprovisions are reviewed annually and adjuste«
additional information becomes available.

The Company is involved in various litigation matters and believes that any reasonably possible adverse
of these matters could potentially be material, eithdividually or in the aggregate, to the Company’s financ
position, results of operations and liquidity. As of théedaf the independent auditors’ report management
determined an adverse outcome is not yet probable or estimable, and has not accrued any estimated los
to these matters. Expectations mayrng®in the future as the litigation aadents related thereto unfold. For tt
six months ended June 30, 2016 the Company incurred $99,950 in legal and litigation costs, which are inc
general and administrative expenses in the accompanying statements of operations.
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4. Related Party
Transactions

5.  Subsequent
Events

VIDANGEL, INC.
Notes to Financial Statements
Continued
For the Six Months Ended June 30, 2016 (Unaudited

The Company has a marketing services contract with an entity owned by one of the Company’s stockholdt
the six months ended June 30, 2016, the Company incurred expenses of $2,166,989, to the related
marketing services.

Litigation

As described more fully in Note 3, the Company is sabjo claims and litigation that arise in the normal cours:
business. Management reviews those claims and believes none of them meet the standard for a
disclosure. In August 2016, a motion for preliminary injumtivas filed in District Court in attempt to stop ti
operations of the Company while the litigation is resolved. The initial complaint was filed in June 2016, a
brought against the Company for infringing on exclugiigits under the Copyright Aand for violating the
Digital Millennium Copyright Act. The Company believes its legal position has merit, and is vigorously defe
the matter. The potential loss associatégth the lawsuit is not estimabland the probability of the loss i
unknown.

Employment Agreement

On July 21, 2016, the Company hired an attorneynasouse general counsel. The associated employr
agreement includes certain common ktoption modifications, severance terms in certain circumstances, an
establishment of a cash collateral account.
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Vidgingel =

VIDANGEL, INC.

Financial Statements as of December 31, 2015 and 20
and For the Years Then Ended

Together with Independent Auditors’ Report
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Management of
VidAngel, Inc.

We have audited the accompanying financial statements of VidAngel, Inc. (the Company), which comprise the balance sheetsrdzxof31,
2015 and 2014, the related statements of operations, stockholdaity, @nd cash flows for the years then ended, and tla¢edehotes to
financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with Gooiphes|(
generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal control rele
preparation and fair presentation of financial statemeatsatte free from material misstatement, whether due to erroruat. fra

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audi#sde adttoauditing
standards generally accepted in the United States of America. Those standards require that we plan and perform thetainditsaswiadble
assurance about whether the financialestegnts are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amountscosudes in the financial statemenftbe procedures
selected depend on the auditors’ judgment, including the assessment of the risteriaf misstatement of the financial satents, whether du
to error or fraud. In making those risk assessments, the auditors consider internal etmviaol to the dity’s preparatio and fair presentatior
of the financial statements in order to design audit phoes that are appropriate in the circumstances, but not for thesguop expressing ai
opinion on the effectiveness of the entity’s internal control.oAdingly, we express no such omini An audit also includesvaluating the
appropriateness of accounting policies used #md reasonableness of significant accountestimates made by management, & was

evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtainedfiient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements re¢el to above present fairly, in all mag respects, thénancial position ofVidAngel, Inc. as of
December 31, 2015 and 2014, and the results of its operations and its cash flows for the years then ended, in accordaocatingt
principles generally accepted in the United States of America.

/sl Tanner LLC
Salt Lake City, Utah

July 29, 2016

Exhibit A
RIN-67
SER 1017



Case 2:16-cv-04109-AB-PLA Document 117-2 Filed 10/27/16 Page 65 of 79 Page ID
253G2 #.a0l/ Page 64 of 78
vai_253g2.htm 10/19/2016 3:14pm EDT

VIDANGEL, INC.
Balance Sheets

As of December 31,

2015 2014
Assets
Current assets:
Cash and cash equivalents $ 1910880 $ 172,216
Accounts receivable 11,868 -
Prepaid expenses and other 34,517 20,013
Total current assets 1,957,265 192,229
Movie inventory 206,887 6,234
Property and equipment, net 2,780 4,015
Total assets $ 2166932 $ 202,478
Liabilities and Stockholders' Equity (Deficit)
Current liabilities:
Accounts payable $ -3 65,522
Accrued expenses 86,530 4,301
Deferred revenue 669,341 395
Convertible notes payable - 267,083
Total current liabilities 755,871 337,301
Commitments and contingencies
Stockholders' equity (deficit):
Common stock, $0.001 par value, 25,000,000 and
15,000,000 shares authorized, respectively; 18,003,908 and
13,411,257 shares issued and outstanding, respectively 18,004 13,411
Additional paid-in capital 3,508,073 584,766
Accumulated deficit (2,115,016) (733,000)
Total stockholders' equity (deficit) 1,411,061 (134,823)
Total liabilities and stockholders' equity (deficit) $ 2,166,932 $ 202,478
See accompanying notes to financial statements. F-13
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VIDANGEL, INC.
Statements of Operations

Years Ended December 31,

2015 2014
Revenues, net $ 415517 $ 19,265
Operating expenses:
Cost of revenues 256,831 93,232
Selling and marketing 699,773 210,167
General and administrative 468,396 452,407
Research and development 310,754 35,990
Total operating expenses 1,735,754 791,796
Operating loss (1,320,237) (772,531)
Other income (expense):
Interest expense (52,435) (2,047)
Other expense, net (9,344) (3,238)
Total other expense, net (61,779) (5,285)
Loss before income taxes (1,382,016) (777,816)
Provision for income taxes - (100)
Net loss $ (1,382,016) $ (777,916)
See accompanying notes to financial statements. F-14
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VIDANGEL, INC.
Statements of Stockholders’ Equity

For the Years Ended December 31, 2015 and 201

Total
Common Stock Additional Stockholders'
Members' Paid-in Accumulated Equity
Interest Shares Amount Capital Deficit (Deficit)

Balance as of January 1, 2014 $ 26,343 - % - 3% - $ - % 26,!
Net loss (44,916) - - - (733,000) (777,91
Conversion from LLC to C-Corp 18,573 10,000,000 10,000 (28,573) -
Issuance of common stock, net of

issuance costs of $3,000 - 3,411,257 3,311 593,689 - 597
Issuance of common stock for

services - - 100 17,900 - 18,00
Stock- based compensation

expense - - - 1,750 - 1,75(
Balance as of December 31, 2014 - 13,411,257 13,411 584,766 (733,000) (13
Convertible notes payable and related

accrued interest converted to

common stock - 3,526,896 3,527 1,915,933 - 1,919,¢
Issuance of common stock, net of

issuance costs of $5,000 - 1,065,755 1,066 993,934 - 995
Stock- based compensation

expense - - - 12,098 - 12,09
Contingent beneficial conversion

feature - - - 1,342 - 1,342
Net loss - - - - (1,382,016) (1,382,01!
Balance as of December 31, 2015 $ - 18,003,908 $ 18,004 $ 3,508,073 $ (2,115,016) $ 14
See accompanying notes to financial statements. F-15
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VIDANGEL, INC.
Statements of Cash Flows
For the Years Ended December 31,
2015 2014
Cash flows from operating activities:
Net loss $ (1,382,016) $ (777,916)
Adjustments to reconcile netds to net cash
used in operating activities:
Depreciation and amortization 2,879 2,095
Contingent beneficial conveion feature 1,342 -
Issuance of common stock for services - 18,000
Stock-based compensation expense 12,098 1,750
Loss on sale of assets 1,555 -
Decrease (increase) in:
Accounts receivable (11,868) -
Prepaid expenses and other assets (14,504) (18,773)
Movie inventory (200,653) (6,234)
Increase (decrease) in:
Accounts payable and accrued expenses 71,167 49,721
Deferred revenue 668,946 395
Net cash used in operating activities (851,054) (730,962)
Cash flows from investing activities:
Purchase of property and equipment (3,199) -
Cash flows from financing activities:
Proceeds from issuance of common stock, net 995,000 597,000
Proceeds from convertible notes payable 1,597,917 267,083
Net cash provided by financing activities 2,592,917 864,083
Net change in cash and cash equivalents 1,738,664 133,121
Cash and cash equivalents at beginning of year 172,216 39,095
Cash and cash equivalents at end of year $ 1,910,880 $ 172,216
Supplemental disclosure of cash flow information:
Cash paid for interest $ - $ -
Cash paid for income taxes - -
Supplemental disclosure of non-cash investing and
financing information:
Convertible notes payable and related accrued interest
converted to common stock $ 1,919,460 $ -
Conversion of LLC to C-Corp - 28,573
See accompanying notes to financial statements. F-16
Exhibit A
RJIN-71

SER 1021



Case 2:16-cv-04109-AB-PLA Document 117-2 Filed 10/27/16 Page 69 of 79 Page ID

253G2
vai_253g2.htm

#4571 Page 68 of 78
10/19/2016 3:14pm EDT

1. Description of
Organization
and Summary
of Significant
Accounting
Policies

VIDANGEL, INC.
Notes to Financial Statements

December 31, 2015 and 201

Organization

VidAngel, Inc. (the Company) was incorporated on November 13, 2013 as a Utah limited liability Compar
February 7, 2014, the Company converted to a Delaware corporation. The Company resells Blu-Ray a
discs to its customers.  The Company includeess to proprietary content filtering technology as part of
transaction. With the purchase of the disc, and access to the technology, the customer then has the ability
a customized version of the disc to their location for viewing on manydafyts most popular devices. After the
are finished with a disc, the customer has the optigeliothe disc back to the Company at a reduced price.
sell-back price varies depending on the type (Blu-Ray or DVOhefdisc, and the number of days the custor
owned the disc.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
States of America requires management to make atgnand assumptions thaffect reported amounts an
disclosures. Accordingly, actual resuttsuld differ from those estimatese} management estimates include t
estimated life of the customer’s ownership of a disc,at&n allowances for net deferred income tax assets,
valuation of stock-based compensation.

Concentrations of Credit Risk

The Company maintains its cash and cash equivalents in bank deposit accounts which, at times, exceed
insured limits. At December 31, 2015 and 2014, the Company had approximately $1,660,000 and $19,00!
and cash equivalents that exceeded federally insured limits. To date, the Company has not experienced
lack of access to its invested cash and cash equivalents; however, no assurance can be provided that ac
Company’s invested cash and cash equivalents will not be impacted by adverse conditions in the financial i

Major vendors are defined as those vendors having expenditures made by the Company which exceed 109
Company’s total cost of revenues. Concentrations of vendors were as follows for the year ended Decembe
2015:

Vendor A 69%
Vendor B 18%
There were no vendor concentrations for the year ended December 31, 2014.
F-17
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1. Description of
Organization
and Summary
of Significant
Accounting
Policies
Continued

VIDANGEL, INC.
Notes to Financial Statements
Continued

December 31, 2015 and 201

Cash and Cash Equivalents

The Company considers all highly liquidvestments with original maturities to the Company of three month
less to be cash equivalents. As of December 31, 2015 and 2014, these cash equivalents consisted of mot
accounts.

Movie Inventory

Movie inventory includes DVD and Blu-Ray discs purchased by the Company for resell, not in exesdizalle
value. Movie inventory is recordedtae lower of cost or market, with cost being determined on a first in, firs
method. The Company periodically reviews inventories for excess swgisylescence, and valuations abo
estimated realizable amounts, and provides a resergover these items. Management determined that
allowance for obsolete inventory was necessary as of December 31, 2015 and 2014.

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation and amortization. Depreci
amortization are calculateding the straight-line method over the estietheconomic useful lives of the assets
over the related lease terms (if shorter) as follows:

Office and computer equipment
Leasehold improvements

Expenditures that materially increase values or capaa@tiesxtend useful lives of property and equipment .
capitalized. Routine maintenance, repairs, and renewsts care expensed as incurred. Upon sale or o
retirement of depreciable property, the cost and accumulated depreciation and amortization are removed
related accounts and any gain or losefected in the statement of operations.

Impairment of Long-Lived Assets

The Company reviews its property and equipment, and tihgrlived assets for impairment whenever events
changes in circumstances indicate ttet carrying amount of the assets may be impaired. If it is determinec
the estimated undiscounted future caghwf are not sufficient to recover the carrying value of the asse
impairment loss is recognized in the statements of tipasafor the difference between the carrying value and
fair value of the asset. Management does not consider any of the Company’s assets to be impaired as of
31, 2015 and 2014.

F-18
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1. Description of
Organization
and Summary
of Significant
Accounting
Policies
Continued

VIDANGEL, INC.

Notes to Financial Statements
Continued

December 31, 2015 and 201:

Revenue Recognition

The Company resells Blu-Ray and DVD discs to its customeers fixed price of $20. Upon purchase of the di:
the customer agrees to have the Company retain physical custody of the purchased disc until such a tim
customer either requests to have the disc shipped todirently, or the customer delgs to sell the disc back t
the Company at an agreed upon price, which reduces $1 per day for DVD discs, and $2 per day for

discs. During the time that the customer owns the disc, the Company gives the customer access to a pate
streaming technology that permits the customer to direat itg@iividual viewing experience by allowing them i
remove certain audio or video segments that contain material that may be considered objectionable by a r
the private household. Access to this technology is available during the entire period of which the custom
the disc purchased from the Company, and is extinguished upon the customer selling the disc back to the (
Revenue is recognized when all of the following critéidae been met: (1) persuasive evidence of an arrange
exists, (2) services have been rendered, (3) the Congpanyge to the buyer is fixed or determinable, and

collectability is reasonably assured.

The Company separates its revenue transactions int@dels based on length of time of disc ownership — sh
term and long-term ownership of discs.

Transactions that have a short-teownership of a disc exhibit a very short ownership time period, usuall}
average selling the disc back to the Company wigimours. For these transactions, the Company recogr
revenue on a daily basis, in an amount equal to the daily reduction in the sell-back price from the custom
Company ($1 or $2 per day), and ceasing upon the custosedirisack of the disc. Approximately 99.65% of tl
Company’s transactions are short-term.

Transactions that have a long-teomvnership exhibit a longer period of #nof ownership — in excess of 20 day:
A majority of the customers entering long-term transactions appear to be building a library of movie titles, &
own the associated discs indefinitely. The Companyneséis the expected period of the long-term transacti
and recognizes revenue based on a subscription model, or ratably over the expected term.

Cash received from customers prior to recognition of revenue is recorded as deferred revenue.

F-19
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1. Description of
Organization
and Summary
of Significant
Accounting
Policies
Continued

VIDANGEL, INC.

Notes to Financial Statements
Continued

December 31, 2015 and 201:

Stock-Based Compensation
Stock-based payments made to employees, includingsgoArmployee stock options, are measured using a
value-based method. The related expense is recordke statements of operations over the period of service.

Advertising
Advertising costs are expensed as incurred. Advertising expenses totaled $430,084 and $67,044 for -
ended December 31, 2015 and 2014, respectively.

Income Taxes

Income taxes are provided for the tax effects of transactiepsrted in the financial statements and consis
taxes currently due plus deferred taxes related primaoilylifferences between the tax bases of assets
liabilities. The deferred taxes representfilt@ire tax return consequencesiodse differences, which will either b
taxable or deductible when the assets and liabilitiesrecevered or settled. Deferred income tax assets
reviewed periodically for recoverability, and valuation allosesare provided when it is more likely than not tl
some or all of the deferred income tax assets may not be realized.

The Company believes that it has appropriate support for the income tax positions taken and to be taken
returns and that its accruals for tax liabilities are adequate for all open tax years based on an assessmer
factors including experience and interpretations of tax laws applied to the facts of each matter. The Comp
income tax returns in the U.S. federal jurisdiction and certain state jurisdictions. With few exceptiot
Company is subject to U.S. federaldastate and local income tax exantioas by tax authorities for years endir
December 2015, 2014, and 2013.

Subsequent Events

Management has evaluated events and transactions for potential recognition or disclosure through July :
which is the day the financial statements were available to be issued.
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2. Property and
Equipment

3. Convertible
Notes
Payables

4. Commitments
and
Contingencies

VIDANGEL, INC.

Notes to Financial Statements
Continued
December 31, 2015 and 201:

Property and equipment consisted of the following as of December 31:

2015 2014
Computer equipment $ 4730 $ 6,285
Leasehold improvements 3,199 -
7,929 6,285
Less accumulated depreciation and amortization (5,149) (2,

$ 2,780 $ 4,015

Depreciation and amortization expense on property and equipment for the years ended December 31,
2014 was $2,879 and $2,095, respectively.

Convertible notes payable were due various investors wignanal interest rate equal 7%, and a maturity date
of November 7, 2015. The notes were secured by substantially all of the assets of the Company. The n
converted into shares of common stock during 2015. a®ertotes raised in June 2015 were converted |
shares of common stock pursuant to a contingent beneficial conversion feature, totaling $1,342. The bi
the convertible notes payable as of December 31, 2015 and 2014 was $0 and $267,083, respectively.

Litigation

The Company is involved in legal proceedings from time to time arising in the normal course of busines
Company has received, and may in the future continue to receive, claims from third parties. Manageme
consultation with legal counsel, believes that the outcome of these proceedings may have a material impz
Company’s financial position, reks of operations, or liquidity.

Current and future litigation may be necessary to defend the Company and its customers by determi
scope, enforceability, and validity of these claims. The results of any current or future complex litigation 1
cannot be predicted with certainty, and regardless of the outcome, litigation can have an adverse impac
of defense and settlement costsstidiction of management resourcesd ather factors. Additionally, thes
matters may change in the future as the litigation @uduél discovery unfolds. Legal fees are expensec
incurred. Insurance recoveries associated with legal costs incurred are recorded when they are deemec
of recovery.
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4, Commitments
and
Contingencies
Continued

5.  Stock Options

VIDANGEL, INC.
Notes to Financial Statements
Continued
December 31, 2015 and 201:

Litigation - continued

The Company assesses whether there is a reasonable possibility that a loss, or additional losses bey
already accrued, may be incurred (“Material Loss”). If there is a reasonable possibility that a Material Lo
be incurred, the Company discloses an estimate or rahgige amount of loss, eih individually or in the
aggregate, or discloses that an estimate of loss canrmotbe. If a Material Loss occurs due to an unfavore
outcome in any legal matter, this may have an adwfset on the financial position, results of operations, ¢
liquidity of the Company. The Company records a provision for each liability when determined to probab
the amount of the loss may be reasonably estimategseTprovisions are reviewed annually and adjustet
additional information becomes available.

The Company is involved in various litigation matters and believes that any reasonably possible adverse
of these matters could potentially be material, eithdividually or in the aggregate, to the Company'’s financ
position, results of operations and liquidity. As of théedaf the independent auditors’ report management
determined an adverse outcome is not yet probable or estimable, and has not accrued any estimated los
to these matters. Expectations may change in the fatutiee litigation and events related thereto unfold. Dul
2015 and 2014 the Company incurred $38,906 and $262,394, respectively, in legal and litigation costs, w
included in general and administrative expenses in the accompanying statements of operations. Also see

Operating Leases
The Company leases office facilities under a month-to-month operating lease. Rental expense under «
leases was $9,545 and $5,000 for the years ended December 31, 2015 and 2014, respectively.

Stock Options

The Company’s 2014 Stock Incentive Plan (the Plan), originally approved on February 27, 2014, provides
grant of incentive stock options, nontjtiad options, stock appreciation rights, and shares of restric
stock. Under the terms of the Pldhere are 1,034,544 shares of commonlstailable for grant to employees
officers, directors and consultants. The Board of Directors determines the terms of each grant. Genel
options have a vesting period of 4 years with 1/48sting on each monthly anniversary of the vesting refere
date over the four-year period, thereafter, and have a contractual life of ten (10) years. Certain stock opti
provisions to accelerate vesting upon the occurrence of certain events. There are 299,733 and 915,2
available for grant under the Plan as of December 31, 2015 and 2014, respectively.

F-22

Exhibit A
RJIN-77
SER 1027



Case 2:16-cv-04109-AB-PLA Document 117-2 Filed 10/27/16 Page 75 of 79 Page ID

253G2
vai_253g2.htm

#4052/

Page 74 of 78
10/19/2016 3:14pm EDT

5. Stock Options
Continued

VIDANGEL, INC.
Notes to Financial Statements
Continued
December 31, 2015 and 201-

Stock-based compensation expense for the years ended December 31, 2015 and 2014 was $12,098 a
respectively. As of December 31, 2015 and 2014, the Company had $94,556 and $106,654, respec
unrecognized stock-based compensation costs related to non-vested awards that will be recognize
weighted-average period of 4 years.

The following sets forth the outstanding common stock options and related activity for the years ended Di

31, 2015 and 2014:

Outstanding as of January 1, 2014

Granted
Exercised
Forfeited

Outstanding as of December 31, 2014

Granted
Exercised
Forfeited

Outstanding as of December 31, 2015

Weighted

Average

Number Exercise
of Price Per

Options Share

- % :
188,813 0.186
(69,502) 0.186

119,311 0.190
625,500 0.500

(10,000) 0.186

734,811 0.450

The following summarizes information about stock options outstanding as of December 31, 2015 and 201

2015
Weighted
Average Weighted
Number of Remaining Average Number Weighted
Options Contractual Exercise of Options Average Exercise
Outstanding Life (Years) Price Exercisable Price
99,311 839 $ 0.18 69,690 $ 0.1€
10,000 8.85 0.30 3,900 0.30
625,500 9.45 0.50 60,790 0.5C
734,811 134,380
F-23
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VIDANGEL, INC.
Notes to Financial Statements
Continued
December 31, 2015 and 201:
5.  Stock Options
Continued
2014
Weighted
Average Weighted
Number of Remaining Average Number Weighted
Options Contractual Exercise of Options Average Exercise
Outstanding Life (Years) Price Exercisable Price
109,311 938 $% 0.18 63,062 $ 0.1¢
10,000 9.85 0.30 500 0.30
119,311 63,562

The fair value of each stock-based award granted was estimated on the date of grant using the Blacl
option-pricing model with the following assumptions:

Risk-free interest rate
Expected stock price volatility
Expected dividend yield
Expected life of options

2015 2014
1.31-1.69%  1.49-1.68¢
50% 50%
0% 0%
5 years 5 years

As of December 31, 2015 and 2014, the aggregate sidriralue of options outstanding was $268,919 and
respectively. As of December 31, 2015 and 2014, the aggregate intrinsic value of options outstanc
exercisable was $52,644 and $0, respectively.

Expected option lives and volatilities were based on histodata of the Company and comparable companie
the industry. The risk free interest rate was calculated using similar rates published by the Federal Rese
Company has no plans to dax@ any future dividends.

6. Related Party

Transactions stockholders.

The Company has a marketing services contract with an entity owned by one of the Con
During 2015 and 2014, the Company incurred expenses of $375,870 and $0, respective

related party for marketing services.
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7. Income Taxes

VIDANGEL, INC.
Notes to Financial Statements
Continued
December 31, 2015 and 201-

The provision (benefit) for income taxes differs from éineount computed at federal statutory rates as follows:

2015 2014
Federal income tax at statutory rates $ (469,919) $ (264,457)
State income tax at staory rates (45,064) (25,526)
Change in valuation allowance 512,083 288,557
Other 2,900 1,526
$ - 3 100

Significant components of the Company’s net deferred income tax assets (liabilities) are as follows as of D
31:

2015 2014
Current:
Accruals and reserves $ 264,401 $ 19,410
Valuation allowance (264,401) (19,410)
$ - $ -
Long-term:
Net operating loss carryforwards $ 542,350 $ 276,004
Depreciation and amortization 374 (372)
Valuation allowance (542,724) (275,632)
$ - 3 =

As of December 31, 2015, the Company has net operating loss (NOL) carryforwards available to offse
taxable income, if any, of approximately $1,454,000, which will begin to expire in 2034.

The utilization of the NOL carryforwards subject to annual limitationsader Section 382 of the Internal Reven
Code. Section 382 imposes limitations on a corporation’s ability to utilize its NOL carryforwards if it exper
an “ownership change.” In general terms, an ownership change results from transactions increasing the ¢
of certain stockholders in the stock of a corporation by more than 50% over a three-year period.

The Company has concluded that thare no significant uncertain tax positions requiring disclosure, and ther
no material amounts of unrecognized tax benefits.
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8. SubsequenEvents

VIDANGEL, INC.
Notes to Financial Statements
Continued
December 31, 2015 and 201-

Litigation

As described more fully in Note 4, the Company is sabjo claims and litigation that arise in the normal cours:
business. Management reviews those claims and believes none of them meet the standard for a
disclosure. In June 2016, a complaint was brought against the Company for infringing on exclusive right
the Copyright Act and for violating the Digital Millennium Copyright Act. The Company believes its

position has merit, and is vigorously defending the matfére potential loss associated with the lawsuit is

estimable and the probability of the loss is unknown.

Stock Repurchase Agreement

On January 21, 2016, the Company entered into a stock repurchase agreement with one of the sharehol
agreement was for the shareholder to sell to the Company and the Company agreed to purchase
shareholder 397,350 shares of the Company’s common stock for $325,000.

Employment Agreement

On July 21, 2016, the Company hired an attorneynasouse general counsel. The associated employr
agreement includes certain common ktoption modifications, severance terms in certain circumstances, an
establishment of a cash collateral account.
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Vidingel =

VidAngel, Inc.

$11,250,000 Maximum Offering Amount (3,750,000 Shares of Class B Nonvoting Common Stock)

$5,000,000 Minimum Offering Amount (1,666,667 shares of Class B Nonvoting Common Stock)

Offering Circular

October 19, 2016
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I, Robert Schumann, declare as follows:

1. | have personal knowledge of the facts set forth herein, except as t
those stated on information and belief and, as to those, | am informed and belig
them to be true. If called as a witness, | could and would testify competently tg
facts stated herein.

2. | submit the following supplemental declaration on behalf of Plaintif
in the above-referenced action. In addition to the materials listed in my declare
of August 22, 2016, | have reviewed the declarations of Sigurd Meldal and Neg
Harmon; the deposition transcript of Tedd Cittadine; and VidAngel's Oppositior
Plaintiffs’ Motion For Preliminary Injunction. | also have reviewed the other
documents identified in Exhibit A hereto and any other documents referenced i
Supplemental Declaration or in my August 22 Declaration.

Dr. Meldal Agrees That CSS, AACS And BD+ Prevent Access To, And
Copying Of, Content On DVDs And Blu-Ray Discs
3. As | explained in my August 22 Declaration, CSS, AACS and BD+

a combination of encryption and authentication measures to prevent unauthorij

access to or copying of the encrypted content on DVDs and Blu-ray &ises.
Schumann Decl. {1 20-34. These mechanisms are designed to ensure that th
content on a protected disc will be played only by authorized DVD and Blu-ray
players that have the necessary “keys” to decrypt the encrypted content and th
required credentials to authenticate the player to the disc drive. Absent the
introduction of illegal circumvention technology, DVD and Blu-ray players have
those keys and credentials only if they are licensed by the relevant licensing
organization, such as the DVD Copy Control Association (“DVD CCA”) in the c
of CSS; or the Advanced Access Content System Licensing Administrator (“AA
LA") in the case of AACS.

4. Although licensed players can decrypt content on discs protected L

CSS, AACS or BD+ during playback, licensed playssnotdecrypt the content
-2-
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on an encrypted disc to allavepyingof that content. CSS, AACS and BD+ thus

ensure that a licensed player will enable the contemporaneous decryption of th
and playback of content on that viewer. CSS, AACS and BD+ do not otherwisg
allow for access to that content, including access that would allow the user to g
the content without encryption. In other words, if a user somehow were able tg
bypass or remove the measures that prevent access and copying, the content

would be encrypted, meaning that the user could not view the content, convert
different format or edit that content. The user would need to decrypt the contel
order to carry out any of those processes.

5. Dr. Meldal agrees with my conclusion that CSS, AACS and BD+ ug
combination of encryption and authentication to prevent unauthorized access t
content on DVDs and Blu-ray discSeeMeldal Decl. 11 9-10 (stating that he
“agree[s] with [Mr. Schumann’s] descriptions of how CSS, AACS and BD+ eac
function” and that “[b]y definition, it is impossible to access, view, copy or alter
any way a motion picture contained on an encrypted digital disc without first
unlocking the encryption”). He also agrees that, in the absence of software thg
removes or bypasses the encryption (software that is, as | discuss below, illegé
CSS, AACS and BD+ would prevent the ordinary consumer from copying or
otherwise gaining access to the content on encrypted DVDs or Blu-ray liisas.
19 9-10, 12.

Dr. Meldal Agrees That VidAngel Decrypts The Encrypted Content On DVDs
And Blu-ray Discs

6. As | explained in my August 22 Declaration, because VidAngel use
DVDs and Blu-ray discs to obtain the copies of Plaintiffs’ works that VidAngel
streams, VidAngel must first use illegal software to decrypt the encrypted contg
on the discs in order to allow it to create digital copies of that content (a proces
generally referred to as “ripping”) and convert it to a useable format. At his

deposition, Mr. Harmon described this process as “open[ing] a decrypted versiy
-3-
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the files,” and he confirmed that, to complete the process, VidAngel “use[s] a
program [it] purchas[ed] called AnyDVD HD.” Ex. B (Tr. 64:6-8). VidAngel’s
Director of Technology described VidAngel’s process for decrypting and copying

the content on encrypted DVDs even more bluntly: _
I | N 5-- Schumann Decl. Ex. D.

7. Dr. Meldal’s declaration confirms that VidAngel accesses and copies
content from DVD and Blu-ray discs by using a “software program such as
AnyDVD HD.” Meldal Decl. § 37(11). Dr. Meldal states that VidAngel uses such
software “to automatically allow read-access for the purpose of mounting the DVD
or Blu-ray files for uploading onto a computer, in the process necessarily removing
restrictions on DVD or Blu-ray content access.” Id. That is a technical way of
saying that VidAngel uses AnyDVD HD and similar products to decrypt the
encrypted content on DVDs and Blu-ray discs, so that VidAngel can access the
content on those discs and copy that content onto VidAngel’s computer system
and/or servers in a usable format. As I have discussed, that i1s copying that CSS,
AACS and BD+ would prevent in the ordinary course of their operation.

8. AnyDVD HD is software that, without authorization from copyright
owners or the licensing organizations for CSS, AACS or BD+, removes or bypasses
the encryption measures on DVDs and Blu-ray discs.

9. AACS and BD+ are continually updated in response to software such
as AnyDVD HD. In turn, the developers of the unauthorized software will
frequently develop new techniques for bypassing the updated protection mechanism.

This 1n essence 1s a constant process of “cat-and-mouse” between the authorities that

' In this context, - 1s simply the process of combining multiple files that
have been ripped off of a DVD or Blu-ray disc (for example, the audio and video
files).

4.
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license AACS and BD+, and people and entities determined to bypass those
protection measures.

10. AnyDVD HD enables its customers to receive updates to its illegal
circumvention software through an online database. When a customer like
VidAngel “buys” AnyDVD HD, that customer is not receiving a one-time produg
such as a software file on a computer disc. The customer instead is paying for]
subscription, which provides access to whatever is the most up-to-date version
the illegal software. The customer then can use the updated software to circur
AACS and BD+ on new titles as they are released on Blu-ray discs.

11. Dr. Meldal describes AnyDVD HD as “readily available software” th
Is “easily accessible, despite the fact that much of that software is no longer re;
sold in the United States.” Meldal Decl. § 12. Dr. Meldal neglects to mention,
however, the reason why such programs are generally unavailable in the Unite
States: They are widely recognized to be illegal ripping software, the sale and
distribution of which | understand to be prohibited under the DMCA.

12. AnyDVD HD is currently sold by an entity called RedFox, which
operates from BelizeSeeEx. C (screenshot of RedFox page discussing its
products, including AnyDVD HD, showing its URL as “www.redfox.bz”). RedFq
IS a successor to the company SlySoft, which was shut down in February of thi
year, and which previously sold AnyDVD HDDuring its existence, SlySoft
operated from Antigua and Barbuda.

13. SlySoft was included—along with sites like ThePirateBay.se and
Rapidgator.net—in the Office of United States Trade Representative’s (“‘USTR

2013 Out-of-Cycle Review of Notorious Markets, which “identifies select online

2 See, e.gArtsTechnica, “DRM Defeaters Defeated? Slysoft Ceases Operation;
available athttp://arstechnica.com/tech-policy/2016/02/drm-defeaters-defeated-
slysoft-ceases-operations/.

5
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and physical marketplaces that reportedly engage in and facilitate substantial [
and counterfeiting.” Ex. D at 27. The USTR selects websites for inclusion “bot
because they exemplify concerns about trademark counterfeiting and copyrigh
piracy on a global basis and because the scale and popularity of these market
can cause economic harm to U.S. and other IPR holdets.The USTR report
described SlySoft as a company that “sells software that removes region codin
other technological protection measures from optical disks so that they can be
viewed and copied without authorization of copyright holderd."at 34.

14. In 2014, the owner of SlySoft, Giancarla Bettini, was found guilty in
Antigua of criminally violating that country’s anti-circumvention [&w.

15. On February 5, 2016, shortly before SlySoft was shut down, AACS
requested that the USTR add Antigua and Barbuda as a priority watch country
Section 182 of the Trade Act of 1974 for its “failure to provide adequate remed
enforce its prohibition on circumvention of technological protections measures.
SeeEx. E at 46. AACS LA noted that SlySoft's AnyDVD HD program is “the be
known, and to [AACS LA’s] knowledge the most widely used, program for
circumventing implementations of AACS Technology and gaining access to the
motion picture content protected by [AACS]d. at 47.

16. Dr. Meldal and | agree that, if VidAngel did not use AnyDVD HD or
similar products to decrypt DVDs and Blu-ray discs, VidAngel would be not hav
the ability to: (a) copy the unencrypted digital content from encrypted discs;

(b) upload the content onto VidAngel’s internal computer system or third-party

servers; (c) convert that content to a format that facilitates streaming; or (d) str¢

® See, e.g.DigitalDigest.com, “SlySoft Owner Found Criminally Guilty For Makin]
Blu-ray Ripper,“available athttp://www.digital-digest.com/news-63893-Slysoft-
Owner-Found-Criminally-Guilty-For-Making-Blu-ray-Ripper.html.

-6-

SUPP. DECL. OF ROBERT SCHUMAN
CASE NO. 16-CV-04109-AB (PLAX

)irac
h
|

place

g an

LA
und

est

St

(e

cam

g

SER 1038



Case 2

© 00 N OO O b~ W N P

N NN DN DNDNDNNDNRRR R R B B B B
0w ~N o 00~ W N EFPF O © 0N O 0 N WDNRFLP O

:16-cv-04109-AB-PLA Document 92 Filed 10/03/16 Page 7 of 13 Page ID #:3291

over the Internet. VidAngel takes all of these actions to operate its streaming
service.

17. Dr. Meldal states that decryption is necessary for VidAngel to filter
content obtained from DVDs and Blu-ray dis&eeMeldal Decl. 1 18. Itis
fundamental, however, that decryption is necessary for VidAngttdamthe
content that it rips from DVDs and Blu-ray discs. If VidAngel did not decrypt ug
illegal circumvention software, VidAngel would not be able convert the protecte
content into the viewable digital copies that VidAngel uses to stream performar
to its customers.

18. Dr. Meldal states that he finds VidAngel's use of AnyDVD HD and
similar software to be analogous to the “unlocking” of encryption that occurs wi
a licensed player is used to lawfully view a DVD or Blu-ray disc. Meldal Decl.
9 40. Both processes involve decryption, but they are not equivalent. As | hav|
described above, an authorized DVD or Blu-ray player decrypts a DVD or Blu-f
disc during playback pursuant to a license from the relevant licensing organiza
Decryption occurs with authorization and at the same time that the disc is playé
permanent, decrypted copy of the content is made as part of the authorized
playback. CSS, AACS and BD+ are specifically designedidov such authorized
decryption, while otherwise preventing access to the digital content on the prot
disc.

19. VidAngel, by contrast, uses illegal ripping software to bypass CSS,
AACS and BD+ protection in order to create an unencrypted, permanent digita
copy of the content on the disc. | understand that the CSS, AACS and BD+
licensing terms do not authorize this type of access. Licensed disc players are
specifically designed to prevent—and, in the ordinary course of their operation
prevent—users like VidAngel from copying unprotected digital content from dis

manipulating that content and streaming it over the Internet.

-7-
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20. |therefore disagree with Dr. Meldal that “[i]t is inherent in the
decryption process that a local version of the unlocked content be created—be
memory or storage.ld. § 20. While it is true that licensed CSS, AACS and BD+
Implementations must decrypt content, that decrypted content must be placed
protected memory, cannot be maintained in that memory for longer than neces
to affect the playback, and represents a minor fraction of the overall content at
point in time. In short, licensed CSS, AACS, and BD+ implementation are alloy
to maintain ephemeral snipits of the content in the clear. They are specifically
allowed to put it in “other storage” as Dr. Meldal states. As a result, a primary
purpose of using illegal ripping software is that, in the ordinary course of their
operation, CSS, AACS and BD+ use encryption, among other measures, to pr¢
access to and copying of content contained on DVDs and Blu-ray discs. Peop
AnyDVD HD and similar software precisely so that the content on the disc will |
stripped of its protective layers and copied to another medium without protectic

Dr. Meldal Agrees That VidAngel Creates Digital Copies Of The Content On
Blu-ray Discs And DVDs And Uploads That Content Onto Computer Servers

21. My review of Dr. Meldal’s Declaration confirms my original opinion
about how VidAngel works. Dr. Meldal uses highly technical terms in his

declaration. The process that Dr. Meldal describes is quite straightforward:

(a) VidAngel purchases a copy of a movie on DVD or Blu-ray disc (I use “movie

in this Declaration to refer to motion pictures and television programs containe
DVDs or Blu-ray discs); (b) VidAngel inserts a copy of the disc into the optical
drive of a computer; (c) AnyDVD HD (or a similar ripping program) runs in the
background, decrypting the contents of the encrypted disc; (d) VidAngel copies
content of the disc; (e) VidAngel uploads the digital copy of the content onto
computer servers; (f) VidAngel prepares the content for filtering and converts it
the proper format for HTTP Live Streaming (“HLS”); and (g) VidAngel streams

content from a copy of the movie that VidAngel has uploaded to and stored on
-8-

SUPP. DECL. OF ROBERT SCHUMAN
CASE NO. 16-CV-04109-AB (PLAX

it in

nto
sary
any
ved
NOT

evVen
€ us

be

] on

the

into
the
the

SER 1040



Case 2

© 00 N OO O b~ W N P

N NN DN DNDNDNNDNRRR R R B B B B
0w ~N o 00~ W N EFPF O © 0N O 0 N WDNRFLP O

D)

:16-cv-04109-AB-PLA Document 92 Filed 10/03/16 Page 9 of 13 Page ID #:3293

computer servers, not from the original DVD or Blu-ray diSeeMeldal Decl.
1 37.

22. Dr. Meldal’s declaration also confirms my original understanding of
how VidAngel's filtering technology worksSee id.VidAngel streams content to
its customers over the Internet via HLS. HLS works by dividing a movie into sk
segments (generally, no more than ten seconds in length) that the user’'s comp
then requests, in the correct order, to play the movie. VidAngel’s filtering
technology allows it to “tag” segments as containing particular types of content
the user may want to filter. The user then selects which filters to apply.

23.  When a user chooses to filter a certain type of visual content, such
fight between two characters, VidAngel's technology causes the user’'s comput
to obtain the stream of the segment that includes that particular piece of visual
content. That segment is skipped and never streamed to the user. If a user ch
to filter audio content, VidAngel's technology createsabiaredsegment that muteg
the audio content while leaving the visual content unchanged. The user’'s com

than downloads the altered segment, rather than the original segment.

24.  Dr. Meldal does not dispute that VidAn||| G
]

25.  While | agree with Dr. Meldal about how VidAngel's service operats
| disagree with his conclusion that “VidAngel's service does not even make a ‘q
of the original notion picture in any traditional sense.” Meldal Decl. § 8&sed
on my review of Dr. Meldal's declaration, Mr. Harmon'’s deposition and VidAng
documents, it is my professional opinion that VidAngel makes and stores at les
four different, digital copies of each work that it offers to its users. Those copie
stored on the third-party servers that VidAngel leases and are streamed to
VidAngel's customers over the Internet.

26. Mr. Harmon, for example, testified at his deposition that in order to

provide filtering, VidAngel must “make a copy of the M2TS files—or the MPEG
-O-
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files” on the discs, and must “make a copy of the disc.” “M2TS” and “MPEG 2"
merely different formats for storing audio-visual conteé®éeEx. B (Harmon Dep.
60:4-21). When Mr. Harmon refers to copying the “MPEG 2" and “M2TS” files,
Is referring to making a digital copy of the movie content on a DVD or Blu-ray d
(after that content has been decrypted using AnyDVD HD).

27. Dr. Meldal similarly refers to copying the content on discs and
uploading that content onto third party servers. Meldal Decl.4 B7at content is
ultimately converted into a different format that facilitates HLS streaming.
According to Dr. Meldal, VidAngel creates at least four copies of the movie in ti
format, each at a different “bitrateld. § 37(vi)(a)’

28. Because, as | noted above, HLS operates by dividing content into ¢
segments, which are then downloaded by the customer’s computer and display
the costumer in the correct order, VidAngel may not store the digital copies of
Plaintiffs’ works as a single file. Rather, at least according to Dr. Meldal’s
declarationseeMeldal Decl. 1 37(b), VidAngel appears to store that content in
segments. That the digital copies of the movies may be stored in segments,
however, does not mean that they are not copies. It is simply an artifact of hov
streaming works. If one were to put all of the segments together, one would hé
the entire movie, and in fact this is exactly what happens when a VidAngel use

“views” a movie. Further, these digital copies are the ones that are streamed t

* Dr. Meldal refers to copying “Matroska” files. As relevant here, “Matroska” is
simply a particular format for digitally storing audio or visual content—in this ca
the audio or visual content contained in the Matroskaifilése digital copy of the
movie that VidAngel has ripped from a DVD or Blu-ray disc.

> “Bitrate” is a term that refers to the amount of data allocated to represent the
content in its compressed form, typically on average and typically described as
per second. Generally, files with higher bitrates allow for higher quality stream

-10-
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user: The user’'s computer requests each segment from VidAngel’s servers and ple

them in order.

29. Dr. Meldal states that VidAngel's technology “does not create any
watchable copy of Plaintffs’ works” and notes that “a user can view the content|
each segment [of a movie] only after it has been streamed in sequence, decryy
with the correct keys . . . and rendered with a VidAngel media player.” Meldal
Decl. 1 38. The fact that VidAngel places encryption on the segments it strean
does not mean that VidAngel has not copied the movie. The content on DVDs
Blu-ray discs is also encrypted, and cannot be viewed absent decryption. But |
does not mean that DVDs and Blu-ray discs do not contain copies of movies.

It Is Possible To Run A Filtering Service Without Circumventing The

Technological Protection Measures On DVDs And Blu-Ray Discs

30. |l understand that VidAngel has argued that it is impossible to run a
service that filters streamed movies without using an illegal ripping product suc
AnyDVD HD to decrypt DVDs and Blu-ray discs. | disagree with that contentio

31. Dr. Meldal himself makes clear that at least one company, ClearPlIi
provides filtering without circumventionSeeMeldal Decl. I 15. Dr. Meldal states
that ClearPlay operates by selling a special DVD player that allows customers
apply filters when watching content on DVDs that they have lawfully obtained.
ClearPlay’s DVD player could not function unless it decrypted the content on D
during playback. Dr. Meldal, however, states that ClearPlay has lawfully obtair
from DVD CCA the CSS “keys” that allow decryption during playback. Assumi
that ClearPlay’s DVD Player is properly licensed by the DVD CCA, then that pl
Is authorizedto decrypt the content on DVDs during playback. | am not aware ¢
any evidence that ClearPlay uses illegal ripping software to remove CSS prote

from DVDs without authorization.
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32. Dr. Meldal focuses on ClearPlay’s DVD player but, based on my o\
investigatior’ | understand that ClearPlay also operates a streaming service th
allows users to filter content that they have lawfully obtained from Google Play
(which | understand to be an authorized licensee of Plaintiffs’ movies and telev
content). | further understand that ClearPlay allows users to stream filtered co
to their computers or, through devices such as Apple TV or Google’'s Chromec
device, to their televisionsSeeBennett Decl. Ex. A (ClearPlay streaming FAQ).
Because ClearPlay works on top of the stream that a user has lawfully obtaines
Google Play, | have no reason to believe that ClearPlay decrypts any encrypte
content without authorization.

That VidAngel Uses Encryption In Conjunction With Its Streaming Service

Does Not Mean That Plaintiffs’ Content Is Secure
33. Dr. Meldal states that the copies of Plaintiffs’ works that VidAngel

stores on third-party servers are encrypted. Meldal Decl. § 37. That the conte
encrypted, however, does not mean that it is secure. Just as illegal technology
AnyDVD HD can be used to remove encryption from DVDs and Blu-ray discs,
encryption can also be broken when that content is delivered via streaming. |
understand from reviewing the deposition of Mr. Cittadine ||| Gzl
|

SeeEx. F (Cittadine Dep. 240:17-241:18).

® Dr. Meldal references ClearPlay’s streaming service in passing. Meldal Decl.
7 15, Ex. D.
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l [ declare under penalty of perjury under the laws of the United States of

2

America that the foregoing is true and correct.

Executed on October 3, 2016, at Reston, Virginia.

A

Robert Schumann

© O 00 9 O U AW
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I, Allyson Bennett, hereby declare:

1. | am an attorney with the law firm of Munger, Tolles & Olson LLP,
counsel for Plaintiffs in this matter. | am a member of the California Bar and ar
admitted to practice before this Court. | have knowledge of the matters set fort
below based on my direct involvement in this matter or the direct involvement ¢
other lawyers at my firm. If called as a witness, | could and would testify
competently to the facts stated herein.

2. Attached as Exhibi are true and correct copies of ClearPlay’s
Frequently Asked Questions about streamawgilable at

https://www.clearplay.com/t-streaming support.aapd a ClearPlay Letter posted

to its website explaining that “ClearPlay filtering works together with movies
streamed from Google Play.” The Frequently Asked Questions document is
attached as Exhibit D to the declaration of VidAngel's expert, Sigurd Meldal, by
the attachment to the Meldal declaration is not in color.

3. Attached as ExhibB is a true and correct copy of screenshot printol
from ClearPlay’s Streaming Sign-Up Page, which features a video demonstrati
ClearPlay’s streaming product. The Video is accessible at

https://try.clearplay.com/streaming-sign-(last visited October 2, 2016).

4, Attached as Exhib{€ are true and correct copies of screenshot
printouts from VidAngel’'s Facebook pages, containing user comments.

5. Attached as ExhibD are true and correct copies of screenshot
printouts from VidAngel’'s Facebook pages, containing user comments posted |
the filing of Plaintiffs’ Motion on August 22, 2016.

6. Attached as ExhibE are true and correct copies of a screenshot

printout of the VidAngel “After Movie” survey in which VidAngel asks its users

h
nf

Its

ng

5INCe

! Plaintiffs have included a slipsheet with a true and correct copy of a screenshot o

the video. If the Court would prefer, Plaintiffs will submit DVDs containing copi
of these videos for the Court’s review.
-1-
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“Would you have watched [name of movie] without a filter?” This Exhibit also

attaches the correspondence from VidAngel's counsel, Mr. Marquart, to Plaintiffs’

counsel, in which Mr. Marquart represents that this document is the “on-line su
guestionnaire Mr. Harmon referred to [in his declaration].”

7. To date, VidAngel has not disclosed to Plaintiffs the total number o
DVDs or Blu-ray Discs (“Discs”) VidAngel has purchased or the number of stre
it has made to users. Exhibit AA to the Declaration of Rose Leda Ehler (“Ehler,

Decl.”) (Dkt. 30) is a document entit/ [

(“Board Presentation). According to the Board Presentation, VidAngel has pro
at eas
since August 2015. Ehler Decl. Ex. AA at 315. At depaosjtvVidAngel's CEO,
Mr. Harmon, testified that since January 2016, VidAngel has made be.en
I strcams.id. Ex. EE Tr. 190:2-8. VidAngel also produced &
Excel file containing a line for each Disc VidAngel has purchased (and its inver
number). The bates number for that document is D0O0195 but | have not attach
because a printout of the file is over 1,000 pages. That Excel file contains
approxinately| ] entries, which would correspondjjjij  Discs
purchases as of mid-July 2016, when VidAngel stated the spreadsheet was cre
A conservative estimate of the ratio of streamDiscs i-
I ' other words, based on VidAngel's documents and
information produced to date, it appedrattVidAngel on average mak-
B strcams to different users for each Disc VidAngel has purchased ang
maintains in its inventory.

8. Attached as ExhibF is a true and correct copy of a screenshot quint
from VidAngel’'s Facebook page showing an advertisement for Disney’s new
releaseCaptain America: Civil Wa(2016).

9. Attached hereto as Exhiltit is a true and correct copy of a screenshq

printout from the Harmon Brothers’ website showing the “Team.”

2
DECLARATION OF ALLYSON BENNETT I/S/O PRELIMINARY INJUNCTION
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10. Attached hereto as Exhilsitis a true and correct copy of

correspondence dated July 7, 2016, between Plaintiffs’ counsel and VidAngel's

counsel. Inthat correspondence, VidAngel's counsel agreed that Plaintiffs could

produce a single witness to testify regarding irreparable harm matters common to &

Plaintiffs.

11. Attached as Exhibitis a true and correct copy of correspondence
dated September 15 and 16, 2016, between counsel for VidAngel, Mr. Marqua
and Plaintiffs’ counsel, in which Plaintiffs’ counsel requests the production of
underlying survey evidence.

12. Attached as Exhibitis a true and correct copy of deposition exhibit
No. 41from the August 11, 2016, deposition of Defendants’ Rule 30(b)(6) desig
and CEO of VidAngel, Neal Harmon.

13. Attached hereto as Exhilkitis a true and correct copy of
correspondence dated June 10, 2016, between Plaintiffs’ counsel and Mr. Harr
asking VidAngel to “stipulate to the entry of a preliminary injunction during the
pendency of this litigation.” VidAngel considered this request until June 21, 20
when VidAngel's counsel informed Plaintiffs’ counsel that it would prefer to litig
the issue.

14. Attached as Exhibit is a true and correct copy of correspondence
dated July 5, 2016 from Plaintiffs’ counsel to VidAngel's counsel regarding the
stipulated expedited discovery.

15. Attached hereto as Exhibdt are true and correct copies of excerpts
from the August 11, 2016, deposition of Defendants’ Rule 30(b)(6) designee ar|
CEO of VidAngel, Neal Harmon.

3-
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-

I declare under penalty of perjury under the laws of the United States that the

foregoing is true and correct.

Executed this 3rd day of October, 2016 in Los Angeles, California.

Qs zen DogmAd

/ Allyson R. Bennett

o 0 1 Oy i B

L I L N O L L I G T O T O e (O Y
0O N O W B W N = O WY 0NN R W NN~ o
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(») CLEARPLAY" =

Open 10 AM-6 PM MST. 866-788-6992 | HELP
LOGIN | ACTIVATE | SHOP

WHAT IS CLEARPLAY? OUR PRODUCTS MOVIES DOWNLOAD FILTERS

Home > ClearPlay Streaming Instructions & FAQ
ClearPlay Streaming Instructions & FAQ.

How does it work?
1. Select your favorite movies to watch from our list of streaming titles (requires
Google Chrome). You can pick from our List of Movies you wish to view.

2. Click “Watch Instantly” at the top of the movie page.

Watch INSTANTLY with ClearP!|

Captain America: Winter Soldier

After the events of The Avengers, Captain Rogers (aka Captain America
S.H.LE.LD. helping to keep the world safe. But there is a sinister plot growing inside
S HIE.LD., and when Nick Fury is taken out, it's up to Captain America to find the traitors
and hunt down the mysterous Winter Soldier bafora an old enemy gets its hands ona
- weapon that could kil millions
EAPTAIN AMERICA
TR WOIANTIIY OO Y

PR p—

ClearPlay In Action!

ClearPlay mutes around 15 instances of language, mostly of the mild variety. There is no
sexuality or nudity, but this is a grittier, more violent film than previous Marvel offerings. There
oVD Yes are numerous beatdowns and gun battles, so things can get a little jumpy dunng some of the

RN P T R S

Available Formats

3. You will be taken to our ClearPlay Streaming Player.

Start My Free Trial I'm a Member

4a. Log into our online streaming player with your ClearPlay account info.

https://www.clearplay.com/t-streaming_support.aspx[9/29/2016 9:06:30 PM] SER 1052
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ClearPlay Member Login

Your ClearPlay Membership now includes streaming video filtering!
To get started, please login to your ClearPlay account.

4b. If you aren't already a ClearPlay member, you can try it free for 30 days.

ClearPlay Free Trial

Enjoy 30 days FREE access to ClearPlay’s
advanced parental control filters.

It you love the service, do nothing and your card will be billed $7.93
each month as long as you subscribe to ClearPlay. Opt out anytime: by calling
866-788-6992, Call before your free trial period is ower and you won't be charged

5a. We stream movies from Google Play. Log into your Google Account to confirm
the rental/purchase of the movie you want to stream.

https://www.clearplay.com/t-streaming_support.aspx[9/29/2016 9:06:30 PM] SER 1053
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Log In to Google

The movie you are about to watch will he streamed from your Google Play account
where you have rented or purchased the movie
Login to that account to begin your video stream.

S+ signin

5b. If you have not rented/purchased the movie you will be asked to rent or buy the
movie in a new pop up window.

RENT MOVIE

CAPTAIN AMERIEA

5c¢. Confirm rental or purchase terms (rentals are available within a limited timeframe
after confirmation).

https://www.clearplay.com/t-streaming_support.aspx[9/29/2016 9:06:30 PM] SER 1054
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3

Genres v Hamse Top Charts lew Reteages

oh
ki Soldier
Movies
< T
Studios
letwarks whdkd (2
a~l | #1237 Recommend this on Google

CAPTAIN AMERICA

THE WINTER BOLDIER

Captain America: The Winter

P Google play | == E¥l := voutmaie..

6. Change your filter settings at the bottom of the screen and enjoy the show!

Click here to enjoy your show!

A
“wd don'y o

ev sad i
sr’”"".‘i’ herva,

Enjoy The Stream!

- Does it cost extra?
Rental and purchase fees may apply but the filtering service is included free with
your Clearplay memebership

- Do | need the wireless FilterStik to make it work?
Nope. The FilterStick is only used for our players.

- What devices can | use to watch the movie?
Currently, Mac or PC.

-Can | adjust what | want to filter out?
Of course! Before the movie starts you can adjust your filter settings below the

https://www.clearplay.com/t-streaming_support.aspx[9/29/2016 9:06:30 PM]
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-Which movies can | watch?
All the movies listed on our streaming movie list. (There are a lot.)

- Does this work on all streaming services?
ClearPlay Streaming works exclusively with rentals and purchases made through
Google Play.

- If  watch the movie directly on Google Play will it be filtered?
No. After renting/purchasing the movie at Google Play, begin filtered playback by
clicking the ClearPlay Streaming individual movie page.

- Can | use Google's Chromecast?

If you have a Chromecast then you can mirror your desktop or laptop to your TV by
using the Chrome Browser “cast” feature. Be aware that we have seen some
slowness with the video being playing on the TV when mirroring.

NOTE: Do not click on the “cast” icon on the ClearPlay streaming player. This will
play the movie on your TV through the Chromecast but it will not be filtered."

- Can | use Apple Air Play?

If you have an Apple TV then you can use Air Play to mirror your laptop to your TV.
This works natively for Safari on a Mac product. If you are on a windows platform
then there are several third party software's that will mirror your laptop or desktop to
your Apple TV.

- How Can | display the movie on my TV?

If you're using a laptop or desktop that has an HDMI port you can use an HDMI
cable to go from your computer to the TV. There are plenty of tutorials on the web
that will walk you through how to do that with your computer and Operating System.
If your computer does not have and HDMI cable port you can also use cables like
VGA to HDMI or DVI to HDMI, depending on how your computer is set up. You can
find them on Amazon or at any electronic store.

-Why won't the movie play after renting/purchasing it?

Be sure you're using the latest version of Google Chrome to stream it (other
browsers tend to run into caching problems). If you're experiencing problems, or
really want to try a different browser, clearing your browser’s cache can help. Here's
how:

Internet Explorer

Mozilla Firefox

Google Chrome

Apple Safari

| cleared my browser’s cache and I'm still getting an error message when | try
to watch my movie.
ClearPlay filtering is applied to the movie as it streams from Google Play, so if you're

running into issues your best bet is to check Google Play support documentation.

Home Our Products Pinterest Movie Battles Jobs Privacy
What Is ClearPlay? Reviews Twitter About Shop

Redeem Gifts New Movies Facebook Google+ Blog Contact Us
© 2012 CLEARPLAY INC. CONTACT US NON-PROFIT SUPPORT FAQ BUY GIFTS HELP Pt | 03 !} E
ClearPlay Patents: 6,889,383; 6,898,799; 7,526,784; 7,543,318; 7,577,970; 7,975,021; 8,117,282. More Pending A

https://www.clearplay.com/t-streaming_support.aspx[9/29/2016 9:06:30 PM] SER 1056
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Sign In

(> CLEARPLAY’

Filtering & Streaming.

Together.

Dear Friend,

"It's amazing," a friend reminded me, "that movies cost the studios umpteen
million dollars to make, but only cost me a few dollars to see..."

Even more amazing is when a favorite movie inspires me, challenges me to be
better, and truly entertains my whole family. Certainly not every movie
accomplishes this, but when one does, it is worth every dollar!

At ClearPlay we have a favorite word. Together. ClearPlay filtering works
together with movies streamed from Google Play. We launched this service
during Christmas of 2013. The filtering is included in ClearPlay's $7.99 monthly
membership, and the price of a movie from Google Play ranges from $2.99 to
$19.99. Together this is fair for everyone.

| invite you to gather the family, with the comfort and confidence that this is the
legal way to filter streaming movies.

As always, Enjoy the Show!
Together.

Matt
ClearPlay CEO

e

First month free.
Monthly price after free month ends: $7.99

Join Free For A Month

http://try.clearplay.com/letter/ SER 1057 9/19/2016
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<< Back to Movies

Thanks for watching "Act of Valor" on VidAngel?

How did you like this movie?

Was this movie inspiring?

YES NO

What is the youngest age group for which you would recommend this movie?

3-5 6-10 11-13 14 - 16 17+ Would not recommend

How was your streaming experience?

GREAT SO SO TERRIBLE

Would you have watched "Act of Valor" without a filter?

YES NO

Comments

Terms of Use | Privacy Policy

SER 1059

Copyright 2076 @ VidAngel Inc. All rights reserved.



Case 2:16-cv-04109-AB-PLA Document 91-5 Filed 10/03/16 Page 3 of 4 Page ID #:3247

Ehler, Rose

From: Jaime Marquart <jmarquart@bakermarquart.com>

Sent: Thursday, September 15, 2016 10:40 AM

To: Klaus, Kelly; Ehler, Rose

Cc: Ryan Baker; Brian Grace; Scott Malzahn; Pomerantz, Glenn; Bennett, Allyson
Subject: RE: VidAngel's Expedited Discovery Responses

Attachments: After Movie Survey VidAngel.png

Kelly,

VidAngel did not rely on the survey referenced in Rose Ehler’s e-mail message to oppose the preliminary injunction
motion. The sentence in VidAngel’s Memorandum of Points and Authorities that stated, “Over 92 percent of VidAngel
customers would not watch those movies without filtering,” was in error and should have said: “Over 51% of its users
would not watch unfiltered content under any circumstances; a much larger percentage would not watch the content
with children present.” VidAngel will file a notice of erratum to correct that mistake.

A screenshot of the on-line survey questionnaire Mr. Harmon referred to is attached for your convenience.

Best,

Jaime

From: Klaus, Kelly [mailto:Kelly.Klaus@mto.com]

Sent: Wednesday, September 14, 2016 11:39 AM

To: Ehler, Rose <Rose.Ehler@mto.com>; Jaime Marquart <jmarquart@bakermarquart.com>

Cc: Ryan Baker <rbaker@bakermarquart.com>; Brian Grace <bgrace@bakermarquart.com>; Scott Malzahn
<smalzahn@bakermarquart.com>; Pomerantz, Glenn <Glenn.Pomerantz@mto.com>; Bennett, Allyson
<Allyson.Bennett@mto.com>

Subject: RE: VidAngel's Expedited Discovery Responses

Hi Jaime —

Following up on Rose’s email. Mr. Harmon’s declaration makes extensive reference to the purported survey of VidAngel
users, and VidAngel relies on the “92%” of users who supposedly would not watch movies without filtering extensively in
its brief. Please produce all the materials Rose has described below immediately. We reserve our rights to file an
immediate motion to compel and/or to move to strike Mr. Harmon’s declaration and all references to the survey if
VidAngel does not produce these materials immediately.

We are still going through your papers and may have additional follow-up requests.

Thanks.

From: Ehler, Rose
Sent: Wednesday, September 07, 2016 10:50 AM
To: Jaime Marquart
SER 1060
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Cc: Ryan Baker; Brian Grace; Scott Malzahn; Pomerantz, Glenn; Klaus, Kelly; Bennett, Allyson
Subject: VidAngel's Expedited Discovery Responses

Jaime,

We're following up to request that you complete your production pursuant to our expedited discovery agreement. You
agreed to produce all documents that VidAngel would rely upon in opposing our motion for a preliminary

injunction. You did not produce these documents on July 27" as we agreed; instead, you said that you would
supplement your production after receiving Plaintiffs’ motion for a preliminary injunction. You have had our motion for
over two weeks now. Please promptly produce all documents that you may rely upon in filing your opposition. If you
are relying on any surveys (such as the “recent survey” mentioned in your Complaint or the one recently featured in this
Christian Examiner article (http://www.christianexaminer.com/article/favorite-films-of-the-faithful-batman-vs-
superman-frozen-creed/51038.htm)), please also produce the survey instrument and all results.

Thank you,
Rose

Rose Leda Ehler | Munger, Tolles & Olson LLP
560 Mission Street | San Francisco, CA 94105
Tel: 415.512.4071| Rose.Ehler@mto.com | www.mto.com

***NOTICE* **
This message is confidential and may contain information that is privileged, attorney work product or otherwise exempt from
disclosure under applicable law. It is not intended for transmission to, or receipt by, any unauthorized person. If you have
received this message in error, do not read it. Please delete it without copying it, and notify the sender by separate e-mail so
that our address record can be corrected. Thank you.
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http://theharmonbrothers.com/

Team

-]

We work with amazingly talented individuals. Our work is largely project
based 50 we bring
our Core team

peopie on depending on the project. Here ls

Jeffrey Harmon

Jeffrey is the mad scientist behind everything
we do, Harmon Brothers love 1o “ZAG™ while
everyone else "ZIGS” and Jelfiey has the vision
to make that possible

Neal Harmon

Neal is the technical glue that makes Jeffrey’s
visicns reality. He codes, he bullds, he
negotiates, he just gets swiT done

Daniel Harmon

Daniel has the designer’s eye that makes you
LOVE our work. Seriausly, our work just isn't the
same without a ltthe TLE from Darnded

SeeDa lege-desan portiolio

Theron Harmon

As & producer and client liason, Tharah's
happiest when clients are overjoyed. No
wonder Theron smiles so much!

Kaitlin Snow

Kaitlin is our lead video editor, She loves the
puzzle editing presents. She finds the sweet
spot between gquick hooks and comedic
pauses feaving the audience satisfied but
wanling more. She Is the key 1o the thythm our
videos are knowrn for

Madeleine Flynn

Madeleine Is the comedic marketer with a
knack for problem solving She helps us stay
cool and letls us when we've made oo many
"poo” jokes

Benton Crane

Benton iet's the creatives be creative by
keeping all the boring stufl under control. You
know, stuff ke budgets, proposals, timelines,
and deadlines.

| want to join the

Harmon Brothers team

» TEAM

EXHIBIT G

B

SER 1063
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HIGHLY CONFIDENTIAL - ATTORNEYS' EYES ONLY
NEAL HARMON, 30(B) (6) - 08/11/2016
1 UNITED STATES DISTRICT COURT
2 CENTRAL DISTRICT OF CALIFORNIA
3 WESTERN DIVISION

5 DISNEY ENTERPRISES, INC.; )

6 LUCASFILM LTD., LLC; ) No. 16-cv-04109-
7 TWENTIETH CENTURY FOX FILM ) AB (PLAXx)

8 CORPORATION and WARNER BROS. )

9 ENTERTAINMENT, INC., )

10 Plaintiffs and Counter- )

11 Defendants, )

12 VS. )

13 VIDANGEL, INC., ) Pages 1-325
14 Defendant and Counter- )

15 Claimant. )

16 )

17

18 HIGHLY CONFIDENTIAL - ATTORNEYS' EYES ONLY

19 VIDEOTAPED DEPOSITION OF FEDERAL RULE 30 (b) (6)

20 WITNESS FOR VIDANGEL, INC.:

21 NEAL HARMON
22 THURSDAY, AUGUST 11, 2016
23 9:43 A.M.

24 Reported by: LINDA NICKERSON

25 CSR No. 8746

DTI Court Reporting Solutions - Woodland Hills

1-800-826-0277 www .deposition.com
EXHIBIT M
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1 The second fact was the fact that the
2 actual technical feature stooped working for the

3 Chromecast. The third fact was, as you mentioned

EXHIBIT M
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

over e-mail and told me in a phone call that it was
getting very complicated and --

0 Do you -- you've given a lot of facts about
what the basis is for your belief.

Do you have any information about any
particular studio or studios saying to Google do not
provide support for VidAngel?

MR. MARQUART: Object. That's outside the
scope of the 30(b) (6). "You" here applies to him in
his personal capacity, and it's asked and answered
to some extent. He already said uniform throughout
the industry, and he mentioned the MPA studios.
Those are the objections.

MR. KLAUS: And I will just say,

Mr. Marquart, that one of the categories for the
30(b) (6) was VidAngel's reasons for changing its
service from one that offered a plug-in filter on
top of Google Play and YouTube streams to VidAngel's
current service. So I think it's well within the
scope.

MR. MARQUART: We -- we disagree.

MR. KLAUS: You can answer --

MR. MARQUART: I agree that the facts --
some of these facts overlap with that, but my

contention, as I'm sure you understand, is that to

1-800-826-0277

DTI Court Reporting Solutions - Woodland Hills

EXHIBIT M
BENNETT-68
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10
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25

the extent that you're asking him about

affirmative -- affirmative claims, you're taking

free discovery in an expedited setting before our 26

app or anything of that nature.

You let me ask some questions after your
objection. I'm letting you ask them as well. I'm
just stating the objection on the record, and I'm
stating that my view is he's testifying in his
individual capacity.

THE WITNESS: And in terms of facts or
instructions, the last time I completed a house
transaction, as part of that transaction, I signed
an agreement with the seller of the property, and I
was the buyer of the property, and in that
agreement, it gave me instructions on -- on how
to -- how I should -- what I should do.

And my assumption is, based on the facts
that I have, that such agreements and such
instructions have been given to Google that have
prevented us from implementing our technology.

BY MR. KLAUS:

0 And so it's your belief those instructions
are not specific to VidAngel, is that what you're
saying?

MR. MARQUART: Objection; may call for a

1-800-826-0277

DTI Court Reporting Solutions - Woodland Hills
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legal conclusion.

THE WITNESS: I'm saying that in the case
of those facts, they could be more broad than
specifically VidAngel.

BY MR. KLAUS:

Q I want to be very precise here, Mr. Harmon.
Do you have -- do you believe that a studio or
multiple studios went to Google and specifically
said do not provide support to VidAngel?

A I don't have that information, but that's
what we believe based on the facts that we have.

0 You said that there were -- strike that.

A But this doesn't -- I mean, I would agree
with my counsel that this doesn't feel like it
relates to our discussion of change in the system
from one to another at this stage the way that
you're now running the line of questioning.

0 VidAngel can still work with a Chromecast,
can't 1it?

MR. MARQUART: Objection; foundation.

THE WITNESS: What's that?

BY MR. KLAUS:
o) VidAngel still works -- VidAngel's
filtering still works with a Chromecast device for

something to be cast to a television, correct?
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answer read back to you, Mr. Harmon, my question to
you is the following:

Do you have anything that you would add to
that answer that would support a belief that any
studio or combination of studios has said to any
third party, be it Google or anyone else, not to
support or do business with VidAngel?

MR. MARQUART: I'm going to interpose the
same objections as before. We can have that
agreement. So he can answer.

MR. KLAUS: Yes.

THE WITNESS: I -- today I don't recall at
this time.

BY MR. KLAUS:

Q So you have no further information at this
time that you would add to that question -- to that
broader question?

A To the question that you just stated today,
I do not have additional information that I can
think of.

MR. KLAUS: I'm going to ask the court
reporter to mark as Exhibit 43.

(The document referred to was marked by the
Reporter as Plaintiffs' Exhibit 43 for

identification and is attached hereto.)
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and it calls for speculation.

THE WITNESS: I don't understand your
question.

BY MR. KLAUS:

Q Is there anything -- had you been sued or
had somebody objected, do you think you would have
done anything differently in terms of the way you've
organized or operated your business than the way you
operate it today?

MR. MARQUART: Objection. It's vague and
ambiguous, calls for speculation, it's an incomplete
hypothetical.

THE WITNESS: It would be a speculative
answer. I think our -- the most accurate response
would be based on how we've responded to this
litigation.

BY MR. KLAUS:

Q Which is what?

A Which is we've done -- done everything in
our power to collaborate with the studios.

0 Anything else you can think of?

MR. MARQUART: Please don't disclose
anything -- any communications with counsel.

They're tough questions because I don't want you to

disclose any plans or intentions that came from your
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1 STATE OF CALIFORNIA )
2 ) sSs
3 COUNTY OF ORANGE )
4 I, LINDA NICKERSON, CSR #8746, in and for

5 the State of California do hereby certify:

6 That, prior to being examined, the witness
7 named in the foregoing deposition was by me duly

8 sworn to testify the truth, the whole truth, and

9 nothing but the truth;

10 That said deposition was taken down by me in
11 shorthand at the time and place therein named, and
12 thereafter reduced to typewritten form at my

13 direction, and the same is a true, correct, and

14 complete transcript of the testimony at said

15 proceedings.

16 Before completion of the deposition, review
17 of transcript [X] was [ ] was not requested. If

18 requested, any changes made by the deponent (and

19 provided to the reporter) during the period allowed
20 are appended hereto.

21 I further certify that I am not interested
22 in the event of the action.

23 WITNESS MY HAND this 15th day of August, 2016.

24 Chadn Vletoar

25 LINDA NICKERSON, CSR No. 8746
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Deposition of Neal Harmon dated August 12, 2016

I, Neal Harmon, declare under the penalties of perjury that the following testimony
1s true and correct (with the exception of the following changes listed below):

PAGE | LINE | TRANSCRIPT READS CHANGE TO

80 9 Probably earlier. Probably earlier in the year.
139 11 Finley Fenley

140 6 Lehigh Lehi

141 3 around February of 2014 around December of 2013
175 6 Yeah, Mr. Klaus Mr. Klaus

175 6 filtering our filtering

188 9 Significant. Significant?

215 8 Don’t recall. I don’t recall.

223 8 Don’t —it’s one of Glenn Beck’s | I don’t —it’s one of Glenn Beck’s
256 10 definite indefinite

273 2 stooped stopped

The following Exhibits and testimony should be designated HIGHLY

CONFIDENTIAL pursuant to the Protective Order:

Testimony at 18:13-22:24
Exhibits 12 and 13 and 37:15-50:12
Exhibit 15 and 77:23-108:4

Exs. 16 and 17 and 108:8-122:20
Exhibit 19 and 132:14-24
Exhibit 21 and 137:1-141:11
Exhibit 22 and 141:15-167:14
Exhibit 23 and 167:21-173:1
Exhibit 24 and 178:1-181:9
Exhibit 26 and 183:5-205:19
Exhibit 27 and 205:23-206:1
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Exhibit 29 and 225:21-226:6
Exhibit 30 and 226:14-228:18
Exhibit 33 and 240:1-244:10
Exhibit 37 and 255:10-256:18
Exhibit 39 and 279:18-283:15

The following Exhibits and testimony should be designated CONFIDENTIAL
pursuant to the Protective Order:

Testimony at 218:1-219:3
Exhibit 38 and 257:1-261:6
Testimony at 273:4-274:25
Exhibits 40-42 and 285:2-296:16

Executed this 12* day of September, 2016

Neal Harmon
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| certify that all the participants in the case are registered CM/ECF users and
that service will be accomplished by the appellate CM/ECF system.

DATED: February 8, 2017 s/ Donald B. Verrilli, Jr.
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