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TO ALL PARTIES AND THEIR ATTORNEYS OF RECORD:

PLEASE TAKE NOTICE that on June 13, 2011, at 10:00 a.m., in Courtroom "3" of the United
States District Court for the Central District of California, located at 312 N. Spring Street, Los Angeles,
CA 90012, Intervenor Incentive Capital, LLC, a Utah Limited Liability Company (“Incentive”) will, and
hereby does, move this Court to intervene, as a matter of right and/or permissively, in the copyright
action filed by Camelot Distribution Group, Inc. ("Camelot") with respect to the motion picture entitled
"Nude Nuns with Big Guns" (the "Motion Picture") pursuant to Rule 24 of the Federal Rules of Civil
Procedure.

The motion is based on the grounds that Incentive Capital, not Camelot, is the owner of the
distribution rights to the Motion Picture by virtue of a non-judicial foreclosure which took place on or
about February 11, 2011, before Camelot filed its copyright infringement action with respect to the
Motion Picture.

This motion is based upon this notice, the memorandum of points and authorities in support
thereof, the Declaration of Joseph Pia and the exhibits attached hereto, any reply papers, all pleadings and
papers on file with the Court in this action, such matters of which this Court may take judicial notice and

such oral and documentary evidence as may be presented at the time of hearing.

Dated: May 5, 2011 WYMAN & ISAACS LLP

By: /s/ Bruce Isaacs, Esq.

Attorneys for Defendant Incentive Capital, LLC
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MEMORANDUM OF POINTS AND AUTHORITIES

Plaintiff Camelot Distribution Group, Inc. (“Camelot”) has no rights to distribute or otherwise
exploit the motion picture titled Nude Nuns With Big Guns (“Motion Picture”) as it claims in its
complaint commencing this action. Plaintiff-Intervenor Incentive Capital, LLC (“Incentive”) foreclosed

Camelot’s interests in the Motion Picture before this suit was filed, and therefore is the rightful party in

interest to bring this suit.

BACKGROUND

Camelot is a Nevada corporation that does business in California. It is closely associated with two
other corporations also doing business in California: Camelot Entertain Group, Inc. (“CEG”)! and
Camelot Film Group, Inc. (“CFG”) (collectively the “Camelot Parties™).

Freak Show Entertainment (“FSE”) produced the Motion Picture, which was released in 2010.
On September 22, 2009, FSE granted Camelot “the sole and exclusive rights to market, promote,
advertise, distribute, and otherwise exploit the [Motion] Picture in all forms of distribution and in all
media known ... [including over the] internet,” which was defined to include “transmission[s] over what
is commonly known as the World Wide Web” (“the Exclusive License”). See Deal Memo (attached as
Exhibit A and incorporated herein by reference) at § 3. The Exclusive License precluded any
distribution of the Motion Picture by any person or entity, including FSE, without consent of Camelot.
See Deal Memo at § 12 (FSE warranted that it “has not made or attempted to make and will not make any
grant or assignments which will or might derogate, compete with, conflict with or impair the complete
enjoyment of the rights and privileges granted to [Camelot]”). The Deal Memo also allowed Camelot to
assign the Exclusive License or delegate the obligations of the Exclusive License as it deemed necessary.
Id. at § 19. For distribution of the Motion Picture, Camelot would collect a distribution fee of 20% of
gross receipts. Id. at § 7. In addition, FSE granted to Camelot “a beneficial interest in and to the

exclusive right to collect ... all royalties, fees and other revenues” which FSE was entitled to collect for

! Although Camelot is named as Plaintiff in the caption of the complaint, “Camelot Entertainment Group, Inc.” is later

referred to as the party to this action. The change in name simply reflects how closely tied these companies are. But
Regardless of the name used, as is shown in this memorandum, Incentive has foreclosed the rights of all three corporations and

currently has sole distributor rights.

NOTICE OF MOTION AND MOTION TO INTERVENE; MEMORANDUM OF POINTS AND AUTHORITIES
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“any use of the [Motion] Picture pursuant to any exercise” of the rights granted under the Exclusive
License. Id. at § 8.

On April 27, 2010, CFG borrowed $650,000 from Incentive under a Promissory Note (“the
Note”). A copy of the Note is attached as Exhibit B and incorporated herein by reference. The Note was
secured and guaranteed through a series of security agreements and commercial guarantees, all of which
were executed on the same day as the Note. Camelot executed a Security Agreement whereby it granted
Incentive a security interest in “all [Camelot’s] rights” to various films and film titles, including the
Motion Picture, to secure the Note. A copy of the Camelot security agreement is attached as Exhibit C
and incorporated herein by reference. This included the Exclusive License. In addition, CFG executed a
Security and Participation Agreement whereby it granted Incentive a security interest in its interests in
various films and film titles, including the Motion Picture, to secure the Note. A copy of CFG’s Security
and Participation Agreement is attached as Exhibit D and incorporated herein by reference. Camelot and
CEQG also provided commercial guarantees to guarantee payment on the Note, and which guarantees are
attached respectively as Exhibits E and F and incorporated herein by reference.

Pursuant to the terms of the Note, the principal amount of $650,000, fees of approximately
$32,500, and applicable interest and costs were due on or before January 31, 2011. See Exhibit A.
Incentive was also to receive a percentage of revenues derived from-CFG’s exploitation and distribution
of the films that secured the Note. See id. Terms of the Note were modified on June 11, 2010 by a Loan
Modification Agreement, but payment of the loan remained secured by the Camelot Parties’ interests in
the various films and film titles identified in the security agreements, including the Exclusive License. A
copy of the Loan Modification Agreement is attached hereto as Exhibit G and incorporated herein by
reference.

The Camelot Parties’ all breached their obligations under the Note and the various security
agreements and commercial guarantees by, among other things, failing to pay off the loan amount due

under the Note by January 31, 2011. Because of these breaches, Incentive non-judiciously foreclosed? on

2 The foreclosure is valid under Utah law, the law governing the contractual relationships between Incentive and the
Camelot Parties.
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its security interests in the Camelot Parties’ various films and film titles listed in the security agreements,
including the Exclusive License in the Motion Picture. After proper notice, Incentive held a public
auction of the Camelot Parties’ interests in the film and film titles, including the Exclusive License, on
February 21, 2011. A copy of a Transfer Statement detailing the public sale is attached hereto as Exhibit
H and incorporated herein by reference. Incentive was the successful bidder at the sale and took
possession of all the interests in the films and film titles, including the Exclusive License in the Motion
Picture, of the Camelot Parties. Thus as of February 21, 2011, Incentive was the rightful owner of the

Exclusive License in the Motion Picture.

ARGUMENT

As owner of the Exclusive License in the Motion Picture, Incentive is the proper party to enforce
any copyright infringement of the Motion Picture and seeks intervention under Rule 24 of the Federal
Rules of Civil Procedure. Under 17 U.S.C. § 501(b), the legal or beneficial owners of an exclusive right
under a copyright is entitled to sue for infringement of that right, and demands the intervention of such
owners in lawsuits to enforce those legal rights. Moreover, Rule 24 permits a party to intervene as of
right or permissively. See Fed. R. Civ. P. 24 (a) & (b). Incentive satisfies requirements to intervene in

both circumstances and should thus be allowed to intervene by the Court.

I. Incentive has an Unconditional Statutory Right to Intervene

First, Incentive meets the requirements under Rule 24(a)(1) to intervene as of right because it has
an “unconditional right to intervene by a federal statute.” Incentive claims that it — not Camelot — is the
exclusive licensee of the copyright interests in the Motion Picture by virtue of its foreclosure sale and
subsequent purchase of those rights. Under 17 U.S.C. § 501(b), “[t]he legal or beneficial owner of an
exclusive right under a copyright is entitled ... to institute an action for any infringement of that particular
right.” Moreover, a court “shall permit the intervention of any person having or claiming an interest in
the copyright.” 1d.; see also Silver v. Sony Pictures Entertainment, Inc., 402 F.3d 881, 884 (9™ Cir.

2005). Based on the foreclosure of Camelot’s Exclusive License, Camelot may not institute this lawsuit.

NOTICE OF MOTION AND MOTION TO INTERVENE; MEMORANDUM OF POINTS AND AUTHORITIES
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This is an independent legal basis for intervention, see Vestron, Inc. v. Home Box Office, Inc., 1987 WL

123012, *1 (C.D. Cal.), and the Court must allow Incentive to intervene under this statute.

II. Incentive Meets the Requirements Under Rule 24 to Intervene as of Right.
Further, Incentive meets the requirements under Rule 24(a)(2) to intervene as of ri ght.
Intervention in this fashion requires a party satisfy a four-part test:
1) the application must be timely; 2) the applicant must have a ‘significantly protectable’
interest relating to the property or transaction that is the subject of the action; 3) the
applicant must be so situated that the disposition of the action may, as a practical matter,

impair or impede the applicant’s ability to protect that interest; and 4) the applicant’s
interest must not be adequately represented by the existing parties in the lawsuit.

See Mattel, Inc. v. Bryant, 441 F.Supp.2d 1081, 1094-95 (C.D. Cal. 2005) (citing Fed. R. Civ. P.
24(a); Northwest Forest Res. Council v. Glickman, 82 F.3d 825, 836 (9" Cir. 1996)). Courts
generally construe the factors outline in Rule 24(a) “liberally in favor of potential intervenors . ..
[being] guided primarily by practical considerations, not technical distinctions.” Mattel, 441
F.Supp.2d at 1095 (quoting Southwest Ctr. for Biological Diversity v. Berg, 268 F.3d 810, 818
(9™ Cir. 2001). If an applicant meets the requirements of Rule 24(a), the Court “must permit”
that party to intervene, id., whereupon the intervenor will be given “full party status, including
the right to engage in discovery, to participate at trial, and to appeal the judgment.”- California
Hosp. Ass’'n v. Maxwell-Jolley, 2009 WL 4120725, * 1 (C.D. Cal. Nov. 23, 2009).

A. Incentive’s Application to Intervene is Timely.

There can be little question that Incentive’s application to intervene is timely. When
considering the timeliness of a motion to intervene, the Court considers “the stage of the
proceedings, the prejudice to existing parties, and the length of and reason for delay.” Id. at * 2.
First, this case is still at its earliest stages. The only substantive pleadings and documents that
have been filed are a complaint and a motion for expedited discovery (which was denied by the
Court). See Dkt. Nos. 1, 5, & 10.

Second, there has been no delay. The case was filed on March 7, 2011, meaning

Incentive’s current motion was filed less than 45 days after the commencement of the case. To

NOTICE OF MOTION AND MOTION TO INTERVENE; MEMORANDUM OF POINTS AND AUTHORITIES

4




O 00 9 &N i AW O

NN NN NN N N
® 3 3G EO0 "800 xLasroRoD s

the extent the Court considers such time a delay, the reason for the delay was that Incentive,
being a Utah company, was not aware that a lawsuit had been filed to enforce copyrights on its
films until only a few days ago. Once it learned of the suit, Incentive hastily filed this motion to
intervene.

Finally, there will be no prejudice to Camelot in allowing Incentive to intervene. On the
contrary, this suit cannot be prosecuted without Incentive. Camelot is no longer the owner or
beneficial owner of the Exclusive License and therefore lacks standing to enforce the Motion
Picture’s copyright. Incentive, as the current owner of the Exclusive License, is the only party
that can seek to enforce the copyright, and thus Incentive must be involved in this lawsuit.
Based on a lack of delay and prejudice, Incentive’s motion is timely.

B. Incentive has a Significantly Protectable Interest in the Motion Picture.

A party “has a significant protectable interest in an action if (1) it asserts an interest that
is protected under some law, and (2) there is a relationship between its legally protected interest
and the plaintiff's claims.” Donnelly v. Glickman, 159 F.3d 405, 409 (9th Cir.1998). Copyright
interests in a work are significantly protectable interests that require intervention. 17 U.S.C. §
501(b) clearly requires that a court “shall permit the intervention[] of any person having or
claiming an interest in the copyright.” See also Fahmy v. Jay-Z, 261 F.R.D. 180, 185 (C.D. Cal.
2009).

Incentive has asserted through this motion that it — not Camelot — is the owner of the
Exclusive License in the Motion Picture, with all rights, title and interests in its distribution and
copyright. Copyright interests are protected under the law. Incentive’s Exclusive License in the
Motion Picture are directly related to Camelot’s claims as an exclusive licensee for the Motion
Picture. Thus Incentive has a significantly protectable interest in the Motion Picture.

C. Incentive Will Not Be Able to Protect Its Interest in the Motion Picture if it is Not

Allowed to Intervene.

“[D]etermining whether disposition of the action will impede or impair the movant's
g P p p

ability to protect its interest the question must be put in practical terms rather than in legal terms.

NOTICE OF MOTION AND MOTION TO INTERVENE; MEMORANDUM OF POINTS AND AUTHORITIES
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Wright & Miller FPP § 1908.2, 7C Fed. Prac. & Proc. Civ. § 1908.2 (3d ed.). Thus this
requirements is satisfied when “disposition of the present action would put the movant at a
practical disadvantage in protecting its interest.” Id.

If Incentive is not allowed to intervene, it will not be able to protect its Exclusive License
in the Motion Picture. Incentive is now the exclusive licensee of the copyright in the Motion
Picture and has exclusive distribution rights, as well as a right to any distribution fees or other
royalties, fees or revenues resulting from exploitation of the Motion Picture. In a similar suit, the
Court found that an applicant for intervention claiming a copyright and distribution interest in a
film would not be able to protect that interest if not allowed to intervene. See Vestron, 1987 WL
123012 at *2. Applying the words of the court there, “[w]ithout intervention, [Incentive’s]
interest may be impaired since its profit share may be impacted by the manner in which the
[Motion Picture is] ultimately distributed.” /d. Intervention is thus necessary to enable Incentive
to adequately protect its Exclusive License in the Motion Picture.

D. Incentive’s Interests in the Motion Picture are Not Adequately Represented by

Camelot.

It must first be noted that an applicant’s burden in showing that its interests may not be
adequately represented by the existing parties “should be viewed as minimal.” Mattel, 441
F.Supp.2d at 1095 (quoting 16 James Wm. Moore et al., Moore's Federal Practice §
24.03[4][a][i] (3d ed.2004). Notwithstanding this di minimus burden, Incentive’s interests in the
Motion Picture can clearly not be adequately represented by Camelot. Camelot has no interest in
the Motion Picture now that Incentive has foreclosed that interest. Thus Camelot is not a proper
party to have brought this suit in the first instance. Because Camelot has questionable standing
to begin with, there is no one in this case who can adequately protect Incentive’s interests.

As the owner of all right, title and interest in the Motion Picture, Incentive has met all the
requirements under Rule 24(a) for intervention as of right. Under the rule, the Court must

therefore permit Incentive to intervene in this action and become a party to this lawsuit.

NOTICE OF MOTION AND MOTION TO INTERVENE; MEMORANDUM OF POINTS AND AUTHORITIES
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III.  Incentive Meets the Requirements under Rule 24(b) for Permissive Intervention.

If the Court determines that Incentive does not meet the requirements under Rule 24(a) to
intervene as of right, the Court may still permit Incentive to permissively intervene under Rule
24(b). Permissive intervention requires 1) independent grounds for the applicant’s intervention;
2) a timely motion, and 3) that the applicant’s claim or defense has a question of law or fact in
common with the main action. See Fahmy, 261 F.R.D. at 184. Incentive has independent
grounds for an action and a common question of law or fact.>

Incentive is the exclusive licensee of the copyright in the Motion Picture, and therefore
has the exclusive right to bring claims for copyright infringement under the Copyright Act.
Copyright infringement claims establish federal question jurisdiction, see Andreas Carlsson
Productions, AB v. Barnes, 2011 WL 744911 (C.D. Cal.), and would support the Court’s
jurisdiction over Incentives’ copyright infringement claims.

Moreover, the factual bases for any copyright infringement claim of Incentive is identical

to the purported claims of Camelot.

CONCLUSION
Based an the arguments above, Incentive has a right to intervention on three separate bases. First,
it has an unconditional right under 17 U.S.C. § 501(b) to intervene and enforce its Exclusive License in
the Motion Picture and should be allowed to intervene under Rule 24(a)(1). Second, for similar reasons,
it must be permitted to intervene as of right under Rule 24(a)(2). And finally, Incentive may be permitted
to permissively intervene under Rule 24(b)(1). For all the reasons, each one an independent basis to

permit or require intervention, the Court should grant Incentive’s motion and permit it to intervene in this

action.

3 Because timeliness is analyzed under the same constraints as for intervention as of right, a timely motion under Rule
24(a)(2) will also be timely under Rule 24(b)(1).
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DATED this 5th day of May, 2011.
WYMAN & ISAACS LLP

By: /s/ Bruce Isaacs, Esq.
Attorneys for Intervenor Incentive Capital, LLC

NOTICE OF MOTION AND MOTION TO INTERVENE; MEMORANDUM OF POINTS AND AUTHORITIES
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CAMELOT DISTRIBUTION GROUP, INC.
e T IR U s IV
DEAL MEMO

This Deal Memo will confirm the agreement (“Agreement™), made as of September 22,
2009, between Freak Show Entertainment, located at 7917 Santa Paula Street

Highland CA 92346 (“Licensor”) and Camelot Distribution Group, Inc., a division of
Camelot Entertainment Group, Inc., a Delaware corporation, located at 10 Universal City
Plaza 20" Floor, Universal City, CA 91608 Tel: (818) 308-8858 (“Distributor™), as of the
above date with regards to the distribution of the production currently entitled

“NUDE NUNS WITH BIG GUNS" (the “Picture™),
Licensor and Distributor hereby agree to the following:

1, TERRITORY: The licensed territory shall be the entire world (“Territory™).

2. TERM:

Agreement will commence as of the date hereof and continue for a period of Seven (7)
years from the later of full execution of this Agreement or delivery of the Picturce {the
“Term™), which shall be aulomatically extended for additional one (1) year periods,
unless one of the parties gives the other party thirty (30) days written notice of
termination prior to the expiration of any one (1) year period. provided, however. that
Distributor shall have a right of first negotiation/last refusal to extend the Term on terms
to be negotiated in good faith between the parties. Licensor agrees to fulfill the terms and
conditions of all license agreements entered into by Distributor with respect to the Picture
during the Term. Distributor shall have the right (i) 1o enter into license agreements for
the Picture for a period of time that extends beyond the Term, but in no event longer than
fificen (15) years from the end of the Term and any extensions thereof as permiited
hereunder, and (ii) to authorize sub-distributors 10 sell off home video inventory of the
Picture for a period of six (6) months from the expiration of the Term, or the term of any
license agreement, whichever is longer [unless a sub-distributor requires a longer sell-off
period for home videos ofthe Picture, in which event Distributor will advise Licensor in
writing, and said sell-off period shall be exiended for up to an additional six (6) months.

3. RIGHTS:

Licensor hereby grants and assigns to Distributor for the Term, as it may be extended
hereunder, and in the Territory. the sole and exclusjve rights to market, promote,

advertise, distribute, and otherwise exploil the Picture in all forms of distribution and in

all media now known or hereafier invented, , all means of theatrical, non-theatrical.
videocassette, DVD and or videodisc ( including home and public use as well as by means

of television including broadcast, cable, pay-cable, pay per view, subscription, HDTV,
SATV, Internet and closed circuit) or by any process analogous thereto. whether now

known or hereafter developed, VOD. internet {including. without limitation, webisodes),
(*Distribution Rights™), and authorize third parties o so market, promote, advertise,
distribute and otherwise exploit the Picture. “Internet” shall mean exhibition, broadcast,

or transmission over what is commonly known as the World Wide Web, by any means, in
such a manner as to permit the viewing of the complete Picture without alteration of the
original continuity of, or sequence of images comprising the Picture. Internet exploitation
shall be limited to transmission within the Territory to intermediate or ultimate users in

each applicable territory within the Territory where the Picture is licensed by technical &
means which prohibit access (either directly or indirectly) to any person outside that /l4
particular territory within the Territory.

Jer



The rights to promote and advertise the Picture will include, but not be limited to. the
right Lo usc the name of the producer of the Picture and the name. biography and likeness
of the performers and other individuals who rendered services in or in connection with
the production of the Picture; provided, however, that there shall be no direct or indirect
endorsement of any product by lLicensor unless approved in writing by Licensor.

Distributor’s rights include the right 1o enter into license agreements that extend beyond
the end of the Term, as stated above. Licensor additionally grants to Distributor the right
to change the title of the Picture in its sole discretion and Distributor shall only be
allowed to cut, edit, dub, subtitle and alter 1he Picture or any parts thereof, and lo
authorize others 1o do so, only for market requirements, timing and censorship purposes,
subject to Licensors right to consult with Distributor, provided. however, that it is
understood that Distributor shall have final approval in ils sole discretion.
Notwithstanding the foregoing, Distributor cannot edit the credits without Licensor’s
approval, which shall not be unreasonably withheld. Distributor shall have all normal and
customary rights of distributors for the Picture in the Territory. including. without
limitation, the unqualitied control of the distribution. exploitation and other disposition of’
the Picture directly or by any subsidiary. affiliate. sub-distributor. or any other party, in
accordance with such terms and conditions. including, but not limited to. the applicable
fee structlure and revenue sharing, as Distributor in its sole discretion may determine for
cach Territory, and a right of first negotiation/last refusal on the distribution rights 10
each prequel and sequel. if"any, to the Picture, but excluding merchandising. format and
music publishing. rights (collectively with the Distribution Rights. the “Rights™).

GROSS RECEIPTS DEFINED:

Subject to paragraph 6 below, “Gross Receipts™ (as defined and used herein). shall mean
the aggregate of all non-returnable monies (but not reimbursements for expenses)
actually received by Distributor or for the account of Distributor or credited or applied to
the benefit of Distributor as consideration pursuant to licensing and/or otherwise
exploiting the Rights during the Term, as it may be extended hereunder, including all
such amounts payable or received pursuant to licenses or agrecments negoliated or

-entered-inlo during the Term hereof. as it-may be extended hereunder- whether-pavable or

received during or after such Term. as it may be extended hercunder. Gross Receipts
shall exclude, without limitation, the share of monies that Distributor's sub-Distributors
retain as compensation/fees for their services and recoupment of expenses.

ADVANCE:

Distributor shall provide Licensor an advance against sales of Ten Thousand Dollars US
(US$10,000.00) (referred to as the “Advance™). This Advance will be paid as follows:
Fifty Percent (50%) (e.g., $5000.00) due no later than fifteen (15) days from full
execution of the Agreement, Two Thousand Five Hundred Dollars ( $2500.00) upon
completion of production and the balance of Two Thousand Five Hundred Dollars
($2500.00) will be due upon Distributor’s final acceptance of all elements of the
completed Picture, including, without limitation, all of the deliverables requested by

Distributor.,.
EXPENSES:

Distributor shall have the right to deduct from Gross Receipts (as defined above) a one-
time, flat market fee of Twenty Thousand Dollars ($20,000.00) (collectively the “Market
Fee™). The Market fec will be used for, but not be limited 1o, the cost of market
attendance. exploitation. advertising. marketing. shipping. and duplication of screeners of

J&



the Picture for the length of the Term. but excluding the costs identified in Paragraph 7
(B} (iii) and (v) below.

DISTRIBUTION FEES AND LICENSOR’S SHARE:

A) Distributor’s Distribution Fee shall be Twenty Percent (20%) of Gross Receipts.
B) Gross Receipts shall be allocated and paid as follows:
(N first 1o Distributor: in the amount of the applicable Distribution
(1) sr;‘:f(;nd to Distributor: recoupment of the Advance

(iit) third to Distributor: the $20,000 Market Fee:

(iv) fourth to Distributor: the cost of the trailer and key art for the
Picture;

(v} fifth 1o Distributor: reimbursement for the amount of any E& O
insurance cosls incurred by Distributor pursuant to Paragraph 18
hereof and

(vi) sixth to Licensor: the remaining balance of Gross
Receipts after deducting (i), (if) (iii) (iv) and (v) above
(“l.icensor's Share of Gross Receipts™).

COPYRIGHT REVENUES:

Licensor grants and licenses to Distributor a beneficial interest in and to the exclusive
right to collect, throughout the Territory during the Term, as it may be extended
hereunder, all royalties. fees and other revenucs which Licensor. or the registered
copyright owner, is otherwise entitled to collect by reason of any statute. governmental
regulation, operation of law or in any other manner. for, based upon or in connection
with. in whole or in part, or directly or indirectly, any use of the Picture pursuant to any
exercise of the Rights granted hereunder, including, but not limited 1o, the recording
and/or retransmission of the signal embodying the-Ricture {"Copyright Revenues")-All-
Copyright Revenues derived by Distributor shall be included in Gross Receipts.

ACCOUNTING/AUDITING:

Distributor shall provide Licensor with accounting statements in respect of the Picture,
commencing with the first full quarter following the quarter in which Gross Receipts are

first received or expenses are incurred by Distributor. Such accounting statements will be

sent to Distributor with the applicable payments by a third party Account Collection
Management Company to be selected by Distributor in consultation with the Licensor no

later than October 31, 2009. if any, no more than sixty (60) days after the end of each

such calander quarter during the Term, as it may be extended hereunder. Distributor shall

keep true and accurate books of account with respect 1o the Picture at its principal place

of business in Los Angeles, California. Licensor shall have the right to audit Distributor's

books pertaining to the Picture by a certified public accountant experienced in the
entertainment industry not more frequently than once in any one year, upon thirty days

prior written notice to Distributor. Each audit shall be conducted at Distributor's principal

place of business during normal business hours. Distributor shall provide copies of all

Territory deals entered into in relation to the Picture at the end of the Term, as it may be
extended hereunder. Distributor shall provide copies of all territorial deals entered into ‘/(
in relation to the Picture no more than 60 days afier the end of the calander quarter. M,’
accompanying the statement, during the term.

Jex



10.

11

12.

DELIVERY:

As a condition precedent (o the payment of any monies which may become due and
payable under this Agreement. Licensor agrees that it shall make “Complete Delivery™ of
the Picture and the applicable deliverables to Distributor as delineated in Schedule “A”
(which is attached hereto and by reference hereof made a part of this Agreement) no later
than November 15. 2009 (the “Delivery Date™), unless the Delivery Date is changed by
mutual agreement between the parties hereto. “Complete Delivery’ shall mean complete
and technically-acceptable delivery of the Picture by Licensor to Distributor, and
acceptance thereof in writing by Distributor, provided that, for any original film or video
master materials, Distributor shall be given a lab access letter in a form acceptable to
Distributor, if applicable. Disiributor shall have the right to inspect and examine all
Delivery ltems. documentation and publicity and advertising materials tendered as
Delivery hercunder and shall advise Licensor if and wherein the same is not complete,
whereupon Licensor shall promptly deliver to Distributor the items of which it failed to
make Delivery. Acceptance by Distributor of less than all the items required for Delivery
and/or release of'the Picture prior 10 Delivery of all items required shall in no event be
construed to be a waiver by Distributor of Licensor's obligation to deliver any item not
initially delivered hereunder.

CREDITS:

Distributor shall be entitled 10 add a company credii(s) and logo(s) to the beginning of (he
Picture within the Territory. Distributor shall also be entitled to add a minimum of two
(2) executive producer credits. All credits shall appear in all media in no less favorable
positions than thosc credits granted to other companies and producers, including. but not
limited to. exccutive producers and producers. ol the Picture.

WARRANTIES:

(1) Licensor warrants and represents that it owns and controls the exclusive right,
title and interest in and to all rights. licenses. & privileges hercin granted to Distributor
and is free to enter into this Agreement. that Licensor is not subject (o any obligation or
disability-which witl or might hinderor prevent the futi ‘completion and performance by
Licensor of any of the agreements, covenants or conditions to be kept or performed by
Licensor hereunder. that Licensor has not made or attempted to make and will not make
any grant or assignments which will or might derogate, compete with, conflict with or
impair the complete enjoyment of the rights and privileges granted 1o Distributor
hereunder: and that the Picture is not and shall not be subject to any lien, encumbrance or
security interest during the Term of this Agreement, as it may be extended hereunder. and
that it is cmpowered to enter into this Agreement with Distributor and to grant to the

Rights.

(b) Licensor owns or controls, or will own and control all necessary rights in and to
all previously copyrighted music and other music and lyrics synchronized with the
Picture, including. without limitation, good and valid synchronization and performance
licenses in customary form executed by each copyright proprietor or other owner of such
music and/or lyrics or such proprietor's agent or trustee, together with the non-exclusive
and irrevocable right to perform publicly for profit or otherwise, and to authorize others
so to perform, said music and/or lyrics in the exhibition of the Picture in any and all
media. as well as in trailers and other advertising and publicity cxhibited or issued in
connection with the Picture, which performance rights are subjected only to the rights. if )&
any. of' so-called "performing rights societies” in the Licensed Territory. ){

(c) Thatall licenses. compensation, royalties and other pay ments which have been or
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may hereafler be payable to any person. union. guild. trust fund or governmental authority
for or on account of or in connection with the financing, production. photography,
recording, synchronization, reproduction, distribution. exhibition and Jor performance of
the Picture in any part or element whereof have been paid or will be paid in full by
Licensor, that Distributor will incur no obligations based on retroactive increases of any of
such obligations, and that. without limiting the gencrality of the foregoing, Licensor has
paid or will pay all monies which may be required to be paid under applicable personnel
by reason of al] forms of exhibition and/or exploitation of the Picture hereunder.

(d) That. 10 the best of Licensor's knowledge. the distribution, use and other
exploitation of the Picture hereunder including. without limitation, all visual and aural
clements thereof, and the exercise of the rights, licenses and privileges herein granted 1o
Distributor will in no way infringe upon or violate the copyright or common law or legal
rights or the literary. dramatic. motion Picture. television or other rights of any person or
entity whatsoever; or, to the best of Licensor's knowledge, constitute a libel or defamation
of, or invasion of the rights of privacy or publicity of, or infringe upon the trademark.
trade name or patent of, any person or enlity whatsoever, or violate any federal, state,
local or other laws, rules or regulations (including, without limitation, the provisions of
the Federal Communications Act of 1934 and/or any applicable collective bargaining

agreement(s) whatsoever);

(e) That there are no claims or litigation pending or threatened which might
adversely affect any of the rights. licenses or privileges granted to Distributor hereunder:
and that Licensor will promptly advise Distributor of any such litigation, claims or threats
of which Licensor hereafter acquircs knowledge:

() That. if any person rendering services in or in connection with the Picture or
furnishing materials or rights therefore is entitled 1o participate in the revenues derived
from the Picture, whether measured by net profits. gross revenues or otherwise. such
participation(s) shall be paid solely by Licensor and that no such person shall have any
right to any payment or accounting from Distributor, except copies of signed sales

contracts.

- -fg} That al performers. producers.- directors. writers, -authors, musicians. composers: - ~ -
music publishers and other persons who or whosc names. voices, photographs, likenesses.
works. compositions, services or material appear in or were rendered or furnished in
connection with the Picturc have granted, released and authorized, or will grant, release
and authorize prior to completion of services. same for use in the Picture and the
advertising, publicity and promotion thereof, in accordance with this Agreement. The
credit lists and other elements delivered to Distributor hereunder will be complete and
accurate, and Distributor will not incur any liabilities to any third parties arising out of its
material compliance with such lists and use thereof. Distributor shall comply with any
restrictions on the use of the name or likeness of any persons rendering services in
connection with the Picture, provided Distributor is given written notice ol such
restrictions prior to Distributor's exploitations of the Rights (but in no event later than
Delivery of the Picture to Distributor) and provided such restrictions are customary for
such person in light of such person’s stature and the nature of his or her engagement.

(h} That Licensor shall include in the end titles of the Picture as delivered to
Distributor a copyright notice in conformity with the laws of the United States. the
Universal Copyright Convention, or any other applicable statute. act or treaty,
designating Licensor as copyright proprietor. Licensor represents and warrants that the
Picture will not be in {and will not fall into) the public domain in the Territory and will t\),\
be validly copyrighted within each country of the Territory. " Licensor does not, within !
a reasonable time after written request therefore by Distributor register the copyright in
the Picture, in addition to Licensor being in breach of this Agreement. Distributor is Jﬁ—
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17.

18.

authorized (but not obligated) 1o take such steps as it may deem advisable to register
copyright and protect Distributor’s rights in the Picture anywhere in the Territory
(including without limitation the United States). any costs incurred by Distributor's
registrations of the Picture shall be considered a Distribution Expense and for such
purpose only, Distributor is irrevocably appointed the attorney-in-fact of Licensor. such
appointment being coupled with an interest.

(i) Distributor represents and warrants that it has the right to enter into and perform all
of its obligations hereunder. and shall perform all of its obligations hereunder to the best
of its ability, it being understood that Distributor makes no guarantees whatsoever on
securing any agreements for particular media or deriving/earni ng revenue from the
distribution of the Picture as approved hereunder.

INDEMNIFICATION:

Licensor shall indemnify. defend and hold harmless Distributor. and its parent,
subsidiaries, affiliates, constituent corporations. and its and their respective ecmployees,
officers, shareholders, directors, agents, Distributors. successors and assigns. from and
against any and all liability, claims, costs. damages and expenses (including legal costs
and reasonable attomneys' fees whether or not in connection with litigation) arising out of
or in connection with a breach or alleged breach by Licensor of any warranties,
representations or agreements contained in this Deal Memo. Distributor agrees to
indemnify, defend, and hold harmless Licensor from and against any and all third party
claims arising out of Distributor’s exploitation of the Picture, unless such claims arise out
of a brcach or alleged breach of any of Licensor's representations. warranties and/or
contractual obligations hereunder. Licensor hereby expressly understands. acknowledges
and agrees that Distributor has not made and does not make any representation or
warranty with respect to the amount of the license fees or other amounts which will or
may be carned from the exploitation of the Picture.

NOTICES:

All such notices shall be personally delivered, sent by fax with electronic confirmation of
-receiptand maiting of'a second copy as stated-below, sent by clectronic mail {email) or”
deposited in the U.S. Mail, certified return receipt requested, postage prepaid and shall be
deemed received when personally delivered or faxed as aforesaid. or if by mail or email.
written confirmation by Licensor that they have received such notice via U.S. Mail or
email as aforesaid. All such Notices shall be mailed to the addresses first listed above.

RESIDUALS:

Licensor is solely responsible for any and all third party obligations, participations,
deferrals. and residuals (including but not limited to SAG. WGA, DGA. and/or any other
guild/unions on the production of the Picture) in connection with the Picture.

LABORATORY ACCESS:

Licensor agrees 1o sign appropriate customary and necessary laboratory access letters
allowing Distributor to pre-print and video elements, if any.

INSURANCE:

If Licensor shall decide to obtain E & O insurance for the Picture. then Distributor. its
officers. employees, sub-licensees, sub-distributors. and its designees shall be included
as additional insureds on such an E & O insurance policy. If Licensor does not obtain
E&O when it is required by a qualified North American broadcaster, Distributor shall

A
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have the right. but not the obligation 1o advance the necessary funds to secure an E&Q
policy for the Picture. Such an expenditure shall not count against any distribution
expense cap.

19. ASSIGNMENT:

Licensor shall not have the right 10 assign this Agreement prior to Complete Delivery of
the Picture. Distributor may assign this Agreement and delegate the obligations hereunder
to and/or may distribute the Picture as deemed necessary by the Distributor, including
through any of its subsidiaries, parents. or affiliated corporations of Distributor. Any
other assignments of rights or delegation of obligations hereunder, shall not relieve
Licensee of its obligations and liabilities stated herein, unless such assignment or
delcgation is accepted in writing by Licensor.

20. TERMINATION:

No failure by either party hereto to perform any of its obligations under this Agreement
shall be deemed to be a material breach of this Agreement until the non-breaching party
has given the breaching party written notice of its failure to perform and such failure has
not been corrected within thirty (30) business days from and after the giving of such
written notice. In the event of an uncured material breach, either party shall be entitled to
terminate this Agreement by written notice to the other party, scek to btain monetary
damages, if any. and any other appropriate relief, including. without limitation, the right
for Licensor to regain all of its rights in the Picture subject to existing executory contracts
and licenses respecting the Picture on which Distributor will still receive any revenues as
set forth herein; provided. however, that any dispute or controversy hereunder that
remains uncured shall be resolved pursuant to the arbitraiton procedures set forth below

21.. OTHER:

Ifa "Force Majeure™ event occurs (as such term is commonly understood in the
entertainment industry) the Term hereof shall be extended by the actual period during
which such Force Majeure event continues. but not more than eight (8) weeks.

22. GOVERNING LAW AND JURISDICTION:

This agreement shall be governed by and construed in accordance with the laws

of the State of California for contracts entered into and performed therein. No

change or modification hereof shall be binding upon either party hereto unless in writing

and signed by both parties. Any controversy or claim arising out of or in relation to this
Agreement or the validity. construction or performance of this Agreement, or the breach

thereof, shall be resolved by arbitration in accordance with the rules and procedures of

IFTA in Los Angeles, California, as said rules may be amended from time to time with

rights of discovery if requested by the arbitrator. Such rules and procedures are

incorporated and made a part of this Agreement by reference. IfIFTA shall refuse to

accept jurisdiction of such dispute, then the parties agree 1o arbitrate such matter before

and in accordance with the rules of the American Arbitration Association under its

Jurisdiction in Los Angeles. California before a single arbitrator familiar with

entertainment law. The parties shall have the right to engage in pre-hearing discovery in
connection with such arbitration proccedings. The parties agree hereto that they will

abide by and perform any award rendered in any arbitration conducted pursuant hereto,

that any court having jurisdiction thereof may issue a judgment based upon such award

and that the prevailing party in such arbitration and/or confirmation proceeding shall be /L /\A
entitled to recover its reasonable attorneys' fees and ex penses. The arbitration shall be /(’ ‘
final, binding and non-appealable. The arbitration will be held in Los Angeles, California
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and any award shall be final. binding and non-appealable. The Parties agree to accept
service of process in accordance with IFTA Rules,

23.  COUNTERPARTS:

This Agreement may be executed in two or more counterparts. including counterparts
signed via receipt by facsimile transmissions, each of which shall be deemed an original.
bui all of which together shall constitute one and the same instrument.

Subject only to the specific terms hereof, this Agreement shall be deemed 1o include all of the
standard terms applicable to entertainment agreements of this nature, including. without
limitation, force majeure. and default clauses. The parties may enter into a more formal
agreement incorporating the terms and conditions hereof. and the parties shall negotiate in good
faith with respect 10 the language of such standard terms. However, unless and until such more
formal agreemeni is executed, this Agreement shall nevertheless be deemed a binding agreement

between the parties.

AGREED AND ACCEPTED BY:

CAMELOT DISTRIBUTION GROUP, INC.

By: ¢ ;

Date: ‘?/9 a/ Decrp
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omjsso ot
Term Loan
$650,000.00 April 27, 2010

FOR VALUE RECEIVED, CAMELOT FILM GROUP, INC., a Nevada corporation qualified
to do business In Califorala with a place of business at 10 Universal City Plaza NBC/Unlversal Building,
20% Floor, Unlversal City, CA 91608 (“Borrower”), shall pay to the order of INCENTIVE CAPITAL,
LLC, a Utah lmited llabllity company with & place of business at 2755 E, Cottonwood Parkway, Suite
100, Salt Lake City, UT 84121, and its successors and assigns (“Lender"), the ptinoipal amount of Six
Hundred Fifty Thousand and No/100 Dollars ($650,000.00) plus Interest from this date until paid, The
principal amount fogether with acorued Interest thereon shall be due and payable on January 31, 2011
(“Maturify”). Lender hins advanced the Initfal principal amount of $500,000 to Borrower. Within fourteen
(14) days from the date that Borrower makos at least one “Distribution Payment” (defined below and in
the Security Agreement, Incorporated hereln by this reforence, to Lender as set forth hereln and in the
Seourlty Agreement, Lender shall advance $60,000 to Borrower (“Additional Principal Amount’); the
remaining $90,000 (the $150,000 constituting the “Operational Advance”) shall be disbursed ¢o
Borrower as follows: $45,000 to Borrower on or before May 27, 2010, which shall be conditioned upon
(a) Borrower's and Guarantors® performance of all other obligations under this Note and the related loan
documents executed concurrently herewith (the “Loan Documents”); snd (b) all representations and
warranties by Borrower and the Guarantors in the Loan Documents being true and accurate; and $45,000
to Borrower on or before June 27, 2010, which shall bo conditioned upon (o) Londer’s reasonable
satisfaction with Borrower’s efforts to explolt the Liberation Assets being purchased with the initlal
principal advance hereunder upon confirming that all of the representations and warrantios of Borrower
are accurate and upon secelving at least one other (a second) distrlbution payment on the 10% of gross
(dofined as the “Distribution Payments) set forth in the Security Agreement (incorporated hereln by this
reforence). Any and all Distribution Payments to Lender must be accompanied by verifiable
documentation supporting the calculation of the distribution amount. In other words, the Distribution
Payment must actually be derived from 10% of the gross revenue generated from the exploftation of the
Library as further set forth in this and the olher contemporaneous doguments executed herewith,

Intereat, Borrower shall pay interest on all princlpal amounts advanced hereunder at the rate of
one and ane-half percent (1,50%) per month, All computations of intereat shall bs made on the basis of a
360-day year and paid for the actual number of days efapsed. Whether or not this Note is prepaid,
Botrower shall pay Lender no loss than six (6) months of interest — or nine percent (9%) — on the
principal amount advanced hereunder.

Paymenis, Commencing May 27, 2010, and continuing on the 27™ day of each consecutive
month untll Maturity, Botrower shall pay interest then accrued and unpaid on tho outstanding balanco of
this Note. At Maturity or the earlier accoloration of this Note, Borrower shall pay the entire principal
amount, plus all acorued and unpaid Interest and fees duo as set forth in the Loan Documents hereinafter
dofined. Bormrowet shall make all payments on this Note to Lender at its address stated above, or at such
other place as the Lender or any other holder of this Note may desiguate. Borrower may make
prepayments of principal at any time, For any paynient due under this Note not made within ten (10)
Buslness Days after its due date, Borrower shall pay a late fee equal to the greater of five percent (5%) of
the amount of the payment ot made or $50.00, Lender shail apply all payments received on this Note to
any unpaid Iate charges and prepayment premiums (If any), acorued and unpaid interest then due and
owlng, and the reduction of principal of this Note, In such order and in such amounts s Londer may



dotermine from time to time, The sum or sums shown on Lender’s records shall be rebutiably

presutnptive of the correct unpaid balance of principal and interest on this Note, If any payment comes

due on a day that is not & Business Day, Borrower may make the paymont on the first Business Day

following the payment date and pay the additlonal interest accrued ta the date of payment, “Business

gluy" IIJn::?am a day of the year on which banks are not required or auttorized by law to close in Salt Lake
ty, Utah,

Fees. As additional consideration for the extension of credit by Lender evidenced by thia Note,
Borrower shall pay Lender (g) & olosing fee, and (b) an origlination fee, ench in the amount of Sixteen
Thousand Two Hundred Fifty Dollacs ($16,250,00), for a total of Thirty Two Thousaud Five Hundred
Dollars ($32,500,00), on or before the date of Maturity, The sald closing fee and origination fee shall bo
included in the prinofpal amount of this Note and shail be deemed & principal advance under the terms of
this Note, and sald fees shall boar Interest under this Note as set forth horoin abovo, As further
consideration, $20,000 in legal fees shall be withheld by Lender as follows: $10,000 from the Additional
Prinoipal Amount; $5,000 from the May 27, 2010 Operatlonal Advance; and $5,000 from the June 27,
2010 Operational Advance.

Default Rate, At Lender’s electlon, without notice or demand, Borrower shall pay interest at the
rate of thres and one-half percent (3,50%) per month (“Defanit Rafe”) on the oulstanding balance of this
Note during the perfod that any Bvent of Default exists (as defined below), on past due Interest on this
Note, on all other amounts payabls to Lender by Borrower in conuection with this Note, and on any
unsatisfied judgment on this Note, In no event, however, shall the interest rate on this Note exceed (hs

highest rate permitted by Iaw.,

Warranties, The Borrower and each Guarantor Kereunder represents and warrants to the Lender
(which representations and warrantics will survive the delivery of the Note) that:

1. Borrower and Guarantors are each corporations duly organized, validly existing and In good
standing under the laws of the State of incorporation of each as set forth herein and has all requisite
power and authority to own its property and to camry on its business as now being conducted, to execute
and defiver this Note and el other instruments, agrcements, and documents entered into from time to
time, evidencing or securing this loan or any obfigation of payment thereof or performance of Borrower’s
or Guarantors' obligations in connection with the transactlons contemplated hereunder, each as amended
(collectively referred to as "Loan Docunsents"), and to carty out the provisions and conditions of the
Noto and Loan Documents. Borrower is duly qualified to do business and is in good standIng in every
Jurisdiotion where the faifure to so qualify would have a materlal adverse effect.

2. Borrower and Guarantors have full power, authority and legal right to incur the obligations
provided for In, and to execute and deliver and to perforn and observe the terms and provisions of this
Note and the Loan Documents; each of them has been duly executed and delivered by Borrower and
Guarantors and havo been authorized by all required action; Borrower and Guarantors have obtalned all
requisite consents to the lransactions contemplated thersby; and this Note and tho Loan Documents
constitute the legal, vatld and binding obligations of Borrower and Guerantors enforceable against
Borrower and Guarantors In accordance with their respective tering, except as the enforceability thereof
may be limited by applioable bankruptoy, Insolvency or other similar laws affecting creditors' rights

genenally,

3. Neither the execution and delivery of this Note and the Loan Dacuments, nor the compliance
by Borrower and Guarantors with the terms and conditions of thls Note and the Loan Documtents, nor the
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consummiation of the transactions contemplated thereby, will confilet with or result in a breach of the
Articles of Incorporation or Code of Regulations, as applicable, or other governing documsnis of
Borrower or Guarantots, ot any of the terms, conditions or provisions of any agreement or instrument or
any charter or other corporate testriotlon or law, regulation, rule or order of any governinental body or
agoticy to which Borrower or Guarantors avo now a paity or is subjeot, or impaosition of a lien, charge or
encumbrance of any nature whatsoever upon any of the property or assefs of Borrower or Gusranfors
pursuant to the torms of any such agreement or Instrumont,

4. No oonsent, approval, authorlzation or order of any court or governmental agency or body is
required for the consummation by Borrowor or Guarantors of the transactions contemplated by this Note
and the Loan Documents,

S. Neither the Borrower nor eilher of the Guatantors Is (i) in material default under any
indenture or contract or agreement to which it is a party or by which it is bound; (i) in violation of its
articles of incorporation or Code of Regulations, as applicable, or any other governing document; jif) in
default with respect to any order, wrlt, Injunction or decres of any court; or (iv) in default under any
order or license of any federal or state governmental department. There exists no condltion, event or act
which constitutes, or after notice or lapse of time or both would constitute, an Evont of Dofault,

6. The Borrower has furnished to the Lender finanolal assumptions which, in the opinlon of
Borrower, faitly and sccurately reflect the financial assumptions for the operations of Bomower, and
there has been no materlal adverse change in the Borrower’s financial prospects since that dale which
would require revision of the same,

7. ‘The Borrower represents and warcanls that the international sales projections previously
provided by Borrower In connection with the partfes® initlal term sheet shail not vary by more than 25%
less than that represented therein on the estimated low value and short term sales potential 10% columns .
A copy of theinternational sales projectlons is attached hereto as Exhibit A.

Collateral/iGuarantles, Bogrower has secured this Note with one or more seourlty agreements
of even date herewith, This Note Is guaranteed by each of (a) Camelot Distribution Group, Inc, a
Nevada cotporation qualified {0 do business [n Calffornfa with places of business af 318 North Carson
Street, Suite 208, Carson City, Nevada 89701 and at 10 Universal City Plaza NBC/Universal Building,
20® Rloor, Universal City, CA 91608; (b) Camelot Entertalument Group, Inc., a Delaware comoration
qualified to do business In California with a place of business at 10 Universal City Plaza NBC/Universal
Building, 20® Floor, Unlversal Clty, CA 91608; and (o) Robert P. Atwell, with an address of 28852
Rockport Drive, Laguna Niguel, CA 92677 (individually and collectively, “Guaranfors”) under guaranty
agreements of even dato herewith, As used in this Note, the ferm “Obligor” means (i) a person whose
credit or any of whose property {s pledged to payment of this Note aud includes, without limitation, any

Guatantor; and (if) any signatory to a Loan Document.

Events of Default. The occurrence of any one or more of the following events shall constitute
an Bvent of Default undor this Note:

1. If (a) tho Interest hereunder or any commitment or other foe due under the Loan Dacuments
shall not be paid {n full punctually when due and payable or within five (5) Business Days thereafter, or

(b) the prinoipal hereof shall not be paid in full punctually when duc and payable.



2. If Borrawer or any Obligor falls to perform or observe aty covenant or agreement (other than
a3 referred to In (1) above) contained in this Note or in any other of the Loan Documents, and such
failuro remains unremedied for thirty (30) days after the Lender glves notice thereof to Borrower or such

Obligor.

3. If any representation, warranty or statement made In or pursuant to this Nofe or any Loan
Document or any other material information furnished by Borrower or any Obligor to Lender or any
other holder of this Note, shall be materially falas or erroncous, .

4, If (a) any materlal provision, in the sole but reasonable opinion of Lender, of this Noto or any
Loan Document shall at any time for any reason coaso to be vatld, binding and enforceable against
Borrower or any Obligor; (b) the validity, binding effect or enforceability of this Nofe or any Loan
Document against Borrower or any Obligor shall be contested by Borrower or any Obligor without legal
Jjustification; (c) Borvower or any Obllgor shall deny that It hag any or further Hability or obiigetion
theroundor without legal Justification; or (d) any Loan Document shall be terminated, invalidated or set
aslde, or be declared Ineffective or inoperative or in any way cease to give or provide to Lender the
benefits purported to be created thereby without legal justification,

5. Ifany event of default or default shall occur under any other Loan Document, or if under any
Loan Document any payment is required to bo made by Borrower or any Obligor on demand of Lender,
such demand i3 made but such payment is not made,

6. If Borrower shall defauft In the payment of principal or interest due and owlng upon any other
material obligation for borrowed money, beyond any perlod of grace provided with respect thereto or in
the performance or observance of any other agreement, term or condition contained in any agreement
under which such obligation is created, If the effect of such default is to allow the ecceloration of the
maturity of such indebtedness or to permit the holder thoreof to cause such indebtedness to become due
prior to its stated maturity and such defanlt is not cured by Borrower.

7. A final judgment or order for tho payment of a material amount of moncy shall be rendered
against Borrowor or any Obfigor by a coutt of competent jurisdiotion, that remalns unpald or unstayed
and undfscharged for a period (during which oxeoution shaH not be effectivoly stayed) of thirty (30) days
after the date on which the right to appeal has expired.

8, There shall have occurred any condition or event that Lender reasonably determines has or is
reasonably likely fo have a material adverse eftect on (a) the business, operations, property or condition
(financial or otherwise) or prospects of Borrower; (b) the business, operations, property or condition
(financlel or otherwise) of Borrower and lts subsidiaries, if any, taken as a whole; or (c) the validity or
enforceability of this Note or any of the other Loan Documents or tho rights and remedies of Lender

hereunder or thereunder,

9, If Borrower or any Obligor shafl (a) discontinue business, (b) generally not pay its debts as
snch debts becomo due, (c) make a general assignment for the benefit of ereditors, (d) apply for or
consent to the appolntment of a recelver, a custadian, a trustee, an interim trustes or liquidator of all or a
substantial part of ils assets, (e) be adjudicated a debtor or have entercd against it an order for relief
under Title 11 of the United Statos Codos, ag tho same may bo amended from time to time, (f) file a
voluntary petition in bankruptoy or file a petition or an answer seeking reorganization or an arrangement
with creditors or seeking to take advantage of any other law (whether federal or state) relating to rolief of
debtors, or admit (by answer, by dofault or otherwisc) the material allegations of & petition filed against it
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in any bankruptoy, reorganization, insolvency or other proceeding (\whether federal or state) relating to
relief of debtors, (g) suffer or permit to continue unstayed and In effect for thirty (30) consecutive days
any judgment, decrco or ordor entered by a court of competent jurisdiction, that approves a petition
seeking its reorganization or appoints a recelver, custadlan, trustee, Interim trustee or liquidator of all or
a substantial part of its assets, or (h) take any action In order thoreby to offeot any of the foregoing, or
omit to take, any action in order to prevont any of the foregolng.

Remedles upon Default, If any Bvent of Default shall occur, Lender may, at its election, and
without demand or notice of any kind, do any one or more of tho followlng:

1, Declare all of the Borrower's obligatlons to Lender under this Note immediately due and
payable, whereupon all unpaid prinoipal, interest and fees in respect of this Note and the Loan
Doouments, togethor with all of Lender’s costs, expenses and attorneys’ fees related thereto, under the
terms of this Note or otherwise, shall be immediately duc and payable;

2. Bxerolse any and all rights and remedies available to Lender under any applicable law;

3, Bxercise any and all vights and remedies granted to Lender under the terms of this Note and
any of the other Loan Documents; and/or

4, Sot off the unpaid balance hereunder against any debt owing to Borrower by the Lender.

Governing Law. This Noto shall be construed and enforced under the laws of the State of Utah
and any applicable federal laws, Time s of the éssence In the payment of this Note. All grace periods in
this Note and all other Loan Documents shall run concutrently.

Notices. All notices, requosts, domands and other comimunicatlons provided for hereunder shall
be in writing and, if to Borcower, mailed or delivered to if, addressed to it at the address specified on the
signature pages of this Note, or if to Lender, malled or delivered to It, addressed to the address of Lender
specified on the front page of this Noto. All notices, statements, requests, demands and other
communications provided for hereunder shall be deemed to be given or made when delivered or forty-
elght (48) houss after balng deposited in the mails with postage prepald by registered or certified mafl,
addressed as aforesaid, or sent by faosimile with telephonic confirmation or recelpt, except that notices
from Bosrower to Lender pursuant to any of the provisions hereof shafl not be effective until recoived by

Lender.

Binding Effect. This Note shall be blnding upon the Borrower and upon Borrower's respective
helrs, successors, assigns and legal represontatives, and shall inure to the benefit of the Lender and jts

successors, endorsees and assigns,

Amendments, Any amendment hercof must be In writing and signed by the party against whom
enforcement Is sought, Unenforceability of any provision hereof shall not affect the enforceability of any
other provision, A photographic or other reproduction of this Note may be made by the Lender, and any
such reproduction shall bo admissible In evidenco with the same effect as the original itself in any
judicfal or administrative praceeding, whether or not the origlnal is In existence.

Indemnification, In-conslderation of this loan, Borrower hereby releases and discharges Lender

and Its shareliolders, directors, officers, employees, agents and attorneys (collectively, “Related Partles”)
from any and all olaims, demands, Hability and causes of action whatsoever, fow known or unknowa,
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arlsing out of or any way related to any of the Borrower's obligations hereunder or under the Loan
Docuttients provided the Lender complies with its obligations to Borvower under this Note and the Loan
Doouments, Borrower shall indemnify, defend and fiold harmless the Lender and the Refated Partles
agalnst any olaim brought or threafoned against the Lender by the Botrower, any Guarantor or endorser
hereof, or any other person on account of Lendess relationship with the Borrower or any Guarantor or
endorser hereof provided the Lender complies with its obiigations to Borrower under this Note and the

Loan Documents.

No Waiver. None of the following will be a course of dealing, estoppel, walver, or implied
amendment on which any patty to this Note or any Loan Dooument may rely: (1) Lender's aoceptance of
one or moro late or partlal payments; (2) Lender’s forbearance from exercising any right or remedy under
this Note, or any document providing securlty for or guaranty of repayment of this Note; or (3) Lender’s
forbearance from exerolsing any right or remedy under this Note or any Loan Document on any one or
more occasions. Lender’s exercise of any rights or remedies or a patt of a right or remedy on one or
more occasfons shall not preclude Lender from exerolsing the right or remedy at any other thie, Lender's
rights and remedies under this Note, the Loan Documents, and the law and in equity are cumulative fo,
but independent of, each other.

Costs, Expenses, Fees and Taxes, Borrower agrees to pay on demand all costs and expenses of
Lender, including but not limited to (a) adminlstration, trave! and out-of-pooket expenses, including but
not {imited to reasonable attorneys’ feos and oxpenscs, of Lender in connection with the proparation,
negotiation and closlng of the Loan Doouments and the administration of the Loan .Documents, the
coflection and disbursement of all funds hereundor and the other instruments and documents fo be
dellvered hereunder, (b} extraordinaty expenses of Lendor in éonnectlon with the administration of this
Note and the other Loan Documents, (c) the reasonabls feos and out-of-pocket expenses of special
counsel for Lender, if any, with respect to the foregoing, and of local counsel, if any, who may be
relained by said special counsel with respect thereto, (d) all fees due {n any of the Loan Documents, and
(¢) all costs and expenses, inoluding reasonable attorneys’ fees, in connection with the determination of
Lender’s llen prlority in any collateral seoucing this Note, or the restructuring or enforcement of this Note
or any Loan Document. In addition, Borrower shall pay any and all stamp and other taxes and fees
payable or determined to bo payable in connection with the execution and delivery of any Loan
Document, and the other instruments and doouments to be delivered hereunder, snd agrges to hold
Lender harmless from and against any and all liabilities with respect to or resulting from any delay in
paying or omfission to pay such taxes or fess, Notwithstanding anything to the contrary contained
hereinabove, Lender oxpressly agrees that Borrower shall pay Lender a cumuliative total of no more than
$10,000 for all fecs and cxpenses reforenced in sections (a), (b) and (o) above upon Lender's providing
Borrower with biils or Involces for all such fees and expenses, '

Borrower Walvers, Borrower walves presentment, demand, nofice, protest, and all other
demands and notices in conncction with delivery, acceptance, performance, default, or enforcement of

this Note.

Jurisdiction, Borrower hereby irrevacably submits to the non-exclusive jurisdiction of any Utah
stato or federal court sitting In Sait Leke City, Ulah, over any action or proceeding arisiug out of or
relating to this Note, and Borrower hereby itrevocably agrees that all claims in respect of such action or
proceeding may be heard and determined in such Utah state or federal court. Borrower hereby waives
any objection that it may now or hereafter have to the venue of any such suit or any sitch court or that

such suit Is brought In an Inconveniont court.
[] ﬂ /




Jury Trlal Waiver, BORROWER WAIVES ANY RIGHT TO HAVE A JURY PARTICIPATR
IN RESOLVING ANY DISPUTE, WHETHER SOUNDING IN CONTRACT, TORT OR OTHERWISE,
BRTWEBN LENDER AND BORROWER ARISING OUT OF, IN CONNECTION WITH, RRLATED
TO, OR INCIDENTAL TO THE RELATIONSHIP ESTABLISHED BETWEBN THEM IN
CONNECTION WITH THIS NOTE OR ANY OTHER INSTRUMENT, DOCUMENT OR
AGRBBMENT EXECUTED OR DELIVERBD IN CONNECTION HEREWITH OR THB

TRANSACTIONS RELATED THERETO.

Borrower:

Camelot Film Group, Inc.

Guarantors:

Camelot Distribution Group, Inc,

Robey =President

Camelot Entertalnmen¢ Group, Inc.

-

(W), eA 1
R&m P. Atwell, Individually v )




A

0S9'ESIVS 00S9eS'tvS 00S'Y82Z$ 000'StBZTTS

=30
002'202% 000'z£0°2$  000'Z%  O0OP'STT$S  000'PST'I$S  000'vS 962 epeued
00S’0cv$ 000°SOE‘'P$ 000°ST$  000°482%  000°0£/8°2¢ 000°0T$ 282 vsn
002'19e$ 000'ZT9'c$ 000'PT$ 00V'90Z$  000°490°2$  000's$ 852 edUBWyY une
00¥'191$ 000'v19°'T$  000°9% 002'08% 000°£08% 000'c$ 69¢ ZN/ejensny
00z‘0ses 000°20S‘z$ 000'6%  000'6ST$S  000°06E'I$  000°S$ 842 ueder
000'90T$ 000'090’t1$  000‘v$ 000'es$ 000°0¢Ss$ 000'2$ 592 Aaxany
000'SP1$ 000°0SP°T$  000's$ 000°85$ 000'085$ 000°2$ 062 Ise3 9IppIn
00v'8s$ 000'v85$ 000°2$ 00z'6z$ 000°262$ 000°1$ Z6¢ puepeyy
008’s8$ 000'858% 000°c$ 006'zv$ coo’szys 00S‘T$ 982 ey S
000°£81$ 000°0£8't$ 000°0t$  00S’cS6$ 000°SE6$ 000°s$ 8T wopbury pajiuf
008'802% 000’880°7¢ 000°8%  OOP'POTS  000'PH0'TS  000°¢S 192 ueds
009'pLT$ 000‘9bZ’t$  000°9$ oog’'z8$ 000’c28$ 000°c$ 162 BIABUIDUEDS
009’66% 000°966$ 000‘c$ 008'6v$ 000’86+$ 00s’1$ r4x3 enewoy
002'08% 000°2984% 000'c$ ose'sb$ 005°'¢sh$ 005'1$ 682 efnyiog
00S’cb1$ 000’seb’T$  000°'s$ 001'08% 000'T99$ 000°c$ 82 puetod
00v'8TZ$ 000't8T‘Z¢ ©000°8%  00S'SET$  000’SOE’T$S  000°S$ €2 Aexr
002’LTT$ 000'ZLY'T$  000'v$ 009’85$ 000’985$ 000‘z$ €62 Asebuny
008'v11$ 000’st1‘t1$  000°9% oob’'Ls$ 000'p2S$ 000’z$ 82 [02949
000°0TE$  000°00T’€$ 000°0T$  000'SST$  000°0SS’I$  000°SS 0TE Aueurrog
009°6¢22% 000°96Z'2% 000'8%  00S‘SHT$  000'SEY'T$  000°S$ {82 uely
059°sH$ 00S°9cv$ 005'1$ 00T1’62% 000°t6Z$ 000°1$ 162 obna w4
008'60T% 000°860°1$  000°c$ 002's2$ 000°2eL$ 000°2$ 99¢ t4oazd
008°.5$ 000'845$ 000‘2$ 006'82$ 000'682% 000't$ 682 euebing
000°9T1$ 000°09T’T$  000'p$ 000'85$ 000°085$ 000°Z$ 062 Xnjsuag
00S’0T$ 000°S0E’T$  000'GS$ 0s2's9% 00s'259% 00s'2$ 192 (¥ssn qwy) s
(%01) PR {%0T) apn
jenuajod (paw) Jad 99 Jenuaiod {mo}) Jod 39
ssjes 3NjeA 8301 9sUSBIN sales aNjeA [B301  9suadr] Ald
uual Hoys  pajewqsy pon wel Joys  pejewnsa Mo HeAY 3# Asoyuia)
Arewung A103uua) A3 Aq SjIleAY

VI



EXHIBIT C
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SECURITY AGREEMENT

THIS SECURITY AGREEMENT ("Securlty Agreement”), dated as of Aprii 27, 2010
by and between Camelot Distribution Group, Inc., & Nevada corporation ("Debtor’) and
Incentive Capital, LLC, a Utah limited liablilty company ("Secured Party"), Is made with
reference to the following facts:

A.  Camelot Film Group, Inc. (‘Borrower”) has executed or shall execute and
deliver to Secured Party simultaneously herewith that certain Promissory Note -Term Loan
(the “Note") Inthe orlglnal principal amount of $850,000 in conneotion with a secured term
Ioan (the “Loan") from Secured Party to Borrower.

B.  Debtor has agresd to grant the Secured Party a security interest in the
property herelnafter described as security for the prompt and complete payment of the
payment and other obllgations of the Borrower to the Secured Party under the Note.

NOW, THEREFORE, in consideration of tha foregoing and the mutual promises and
other agreements herelnafter contained, Debtor hereby agrees with Secured Party for the

benefit of Secured Party as follows:

1. Grant of Security interest.

Debtor hereby grants to the Secured Party a continulng first priority security interest In all
Debtor rights fo the property as set forth on Schedule 1 attached hereta ("Distribution
Assets”) and by this reference incorporated hereln, and all products and proceeds thereof,
Including (a) the Dlstribution Assets; {b) all accounts, negotiable instruments, chattel paper
and electronlc chatte! paper, general intangibles, proceeds, and monies derived from the

ar other exploitation of the Distribution: Assets In-all media, from all sources,
worldwide during the term hereof; and (c) other assets of the Debtor as set forth on sald
Schedule 1 (collectively, the "Collateral’) . Terms uged In this Security Agreement are used
as defined In (i) the Utah Uniform Commercial Code In effect from time to time; or (fl) the
Asset Purchase Agreement executed by Borrower concurrently herewith (the "Purchase

Agreament’),
2. [Reserved.}

3. Securlty for Obllgations, This Security Agreement secures, and the Collateral
is collateral security for, the prompt payment or performance in full when due, whether at
stated maturity, by acceleration or otherwise (including the payment of amounts which
would become due but for the operation of the automatic stay under Section 362(a) of the
Bankruptcy Code, 11 U.S.C. Section 362(a)), to Secured Party of Debtor's indebtedness
and other obllgations now existing or hereafter arlsing to Secured Party with respect to the
Note, whether for principal or interest (including, without iimitation, Interest which, but for
the filing of a petitlon In bankruptoy, would acerue on such obllgations) or payments of
fees, expenses or otherwise pursuant to the Note and/or any other documents or
Instrument executed pursuant thereto or hereto (all suoh obligations being the “Note"),
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4,  Actlonsto Perfect, Debtor hereby authorizes Secured Party at any timeand
from time to time fo file one or more financing or continuation statements describing the
Collateral. Debtor further agrees that at any time and from time to ime, at the expense of
the Debtor, Debtor will promptly execute and dellver all further instruments and documents,
and take all further action that may be reasonably necessary or desirable, or that Secured
Party may reasonably request, In order to perfect and protect any saourity Interest granted
or purported to be granted hereby or fo enable 8ecured Party to exerclse and enforce its
rights and remedies hereunder with respect to any Collateral. Such actlons may include,
without iimitatlon, the dellvery to Secured Party of Collateral for which delivery is required
{o perfact, the signature by ballees or depository banks on control agreements In favor of
Secured Party with respect to Collateralin the possession of bailees, or complying with the
provisions of any applicable statutes governing perfection or protection of the security
interest granted hereby In the Collateral.

b Representations and Warmanties. Debtor represents and warrants as follows:
(a) Status of Debtor: Authorization. Debtor () Is & corporation duly

organized, valldly existing and In good standing under the laws of the state of Nevada, and
(il) Is duly qualified or ticensed to conduct business in each jurisdiction in which the nature
of Its business or assets requires such qualification or licensing under applicable law
except where the fallure to be so quallfied would not have a materlal adverse effect on the
business, aperations or financlal condition of Debtor. Debtor has the requisite power and
authority to own its assets and to transact the business In which It Is presently engaged
and in which It proposes to engage and to grant to Secured Party the seourlty interests In
the Collateral as herein provided. Debtor has taken all action necessary to authorize the
execution and delivery of this Security Agreement, and the consummation of the

transactlons contemplated hereby.

(b)  Binding Security Agreement, This Security Agreement constitutes the
legel, valld and binding agreement and obligation of Debtor, enforceable against Debtor in
accordance with its terms, except as enforceability may be limited by the bankruptcy,
insolvency, fraudulent conveyance, and similar laws and equitable principles affecting the
enforcement of craditors' rights generally.

(o) Titleto Collateral. Debtor has good and marketable tifle toits Interest
In the Collateral, free and clear of any morigage, pledge, lien, security Interest,
encumbrance, conditional sale contract or other title retention agreement, or any other
adverse clalm of any nature whatsoever (collectively, "Lien") except for (x) the first priority
securlty interest granted to the Secured Party hereby. No effective financing statement or
other instrument similar In effect covering all or any part of the Collateral is on file In any

recording offlce.

(d) No Default or Requlred Consent. The exeoution, delivery and
performance of this Securlty Agreement by Debtor, and the effectuation by the Seoured
Party of any of Its righfs and remedies thereunder or hereunder, whether upon default or
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otherwise, (x) will not result in a breach of or constiiute a defauit under (}) the certificate of
incorporation or bylaws or other charter provision of Debtor, or (i) any other agresment or
Instrument to which Debtor is a party or by which any of the Collateral Is bound except, in
the case of clause (if), where such breach or default would not have a material adverse
effect on the Collateral or on the business, operations or financial condition of Debtor, (¥)
will not violate any law or any rule or regulation of any adminlstrative agency or any order,
writ, Injunction or decree of any court or administrative agenoy, and (2) does not require the
consent of any person, entity or govemmental agency or any notice or filing with any
governmental or regulatory body, except as shall have been previously obtained, given or
made or where the fallure o obtaln such consentwould not have a material adverse effect
on the Collateral or on the business, operations or financlal condition of Debtor.

(e) Perfection. Debtor's exact legal name, ype of organization and
Jurisdiction of organization is set forth In the introduction of this Security Agreement.
Debtor's organizational Identification number Is NV20051248701. Debtor's principal place
of business Is located at the addrees set forth on the date hereof in Seotlon 14 of this
Security Agreement. Upon () the execution and dellvery of this Security Agresment by
Debtar; and (li) the proper and timely filing of a financing statement with the Secretary of
State of Nevada, the Secured Party will have a first perfected first priority security interest

in and to the Collateral.

’ Employment of Jamle Thompson: Debtor has entered Into an
employment agreement with Jamle Thompson (*Thompson™) as of September 1, 2009
(the "Employment Agreement”), whereunder Thompson shall render services as
President of Debtor to, among other respensibillties, manage and supervise Deblor's
general business operations, Including without limitation services In connection with the
exploitation of the Liberation Assets. Debtor hereby acknowledges and agrees that it
shall use its best efforts to cantinue Thompson's Employment Agraement for a perled
of five (5) years from the date hereof, During sald perlod of the Employment )
Agreement, Thompson shall be primarily responsible for the exploltation of the
Liberation Assets,

6. Affirmative Covenants. Debtor covenants and agrees that untif such time as
the Note is indefeasibly pald or otherwise satisfied in full, unless the Secured Party shall

otherwise consent in writing:

() Conduct o $ intenance of Asse Llcenses,
Debtor shall do or cause to be done all things reasonably necessary to preserve In full
force and effect its existence, its corporate powers and authority, lts quaiifications to carry
on business in all applicable jurisdictions, and all rights, Interests and assets necessary fo
the conduct of its business, except whers the faliure. to do so does not have a taterlial
adverge effect on the financlal condition or aperations of Debtor.

(b)  Protection of Securily and Legal Proceedings. Debtorshall, atits own

expense, take any and all actions reasonably necessary to preserve, protect and defend
the security interests of the Secured Party in the Coltateral and the perfection and priority
thereof against any and all adverse claims; including appearing in and defending all actions



and proceedings which purport to affect any of the foregoing. Debtor shall promptiy
reimburse the Secured Party for any and all sums, Including costs, expenses and actual
attorneys' fees, which the Secured Party may pay or incur in defending, protecting or
enforcing Its seourity Interest in the Collateral of the perfection or priority thersof,

(00 Paymentof Taxes. Debtorshall pay orcause to be paid all taxes and
other levies with respect to the Collateral when the same become due and payable, except
for any taxes which are belng diligently contested in good faith by approptiate proceedings
and for which appropriate reserves have hsen established,

() Useand Maintenance of Collateral, Debtor shall comply in all meterial

respacts with all laws, statutes and regulations pertaining to lts use and ownership of the
Collateral and its conduct of its business; maintain all of the Collateral in good condition,
reagsonable wear and tear excepted, and keep accurate and complete books and records
pertaining to the Coliateral in accordance with generally accepted accounting principles,
except where the fallure to do any of the foregoing does not have a materlal adverse affect
on the Collateral or the Secured Party's rights therein.

(6) Inspection. Debtor shall give the Secured Party such information as
may be reasonably requested concerning the Collateral and shall during regular business
hours and upon reasonable notice during the continuance of an Event of Default, permit
the Secured Party and Its agents and representatives to have full access to and therightto
examine, audit and make coples and abstracts from any and all of Debtor's books and
records pertaining to the Collateral, to confirm and verify the value of the Collateral and to
do whatever else the Secured Party reasonably may deem necessary or desirable to
protect its Interests. Furthermore, Debtor agrees to furnish promptly to the Secured Party
such Information regarding the financial condition or business of Debtor or the Collateral as
the Seoured Party may reasonably request, and all such Information hereafter furnished to
the Secured Party by Debtor will be true and corract in ait material respects when

furnished.

Notification. Debtor shalil notify the Secured Party In writing withinten
(10) business days of the occurrence of any event which materially adversely affects the
value of the Collateral, the abllity of Debtor or the Secured Party to dispose of the
Coliateral or the rights and remedles of the Secured Party in relation thereto.

7. Negative Covenants, Debtor covenants and agrees that until such time as
the Note Is indefeasibly paid or otherwise satisfled In full, without the prior written consent

of the Secured Party:

(@) Sale or Hypothecatlon of Collateral. Debtor shall not directly or

indlrectly, whether voluntarily, Involuntarlly, by operation of law or otherwise (|} sell, assign,
licenss, transfer, exchange, lease, lend, grant any option with respect to or dispose of any
of the Collateral or any of Debtor's rights thereln, except for sales, assignments, licenses,
transfers, exchanges, leases or loans in the ordinary course of the Debtor's business; nor
(I create or permit to exist any lien on or with respect fo any of the Collateral. The



Inolusion of "proceeds” as a component of the Collateral shall notbe deemed a consentby
the Secured Party to any sale, assignment, transfer, exchange, lease, loan, granting of an
option with respeot to or disposition of all or any part of the Coliateral.

(b) Change of Location or Name. Debfor shall not, without giving to the
Secured Party at least thirty (30) days' prior written notice (i) move its principal place of

business; (ll) change its name, its trade or fictitious buslness name(s) or its organizational
identification number; (llf) keep Collateral at locations other than lts princlpal place of
business, except as otherwise disclosed to Secured Party in wrlting; or (Iv) change its type
of organization, jurisdiction of organization or other legal structure.

8. Secured Party Appointed Aftorney-in-Fact. Debtor hereby appoints the
Secured Party as Debtor's attorney-in-faot with full authority in the place and stead of
Debtor and in the name of Debtor or otherwise, from time to time in the Secured Parly's
sole and absolute discretion to take any action and to execute any instrument which the
Secured Party may deem necessary or advisable to accomplish the purposes of this
Seourity Agreement. Debtor acknowledges that the foregoing grant of power of attorney 1
coupled with an Interest and is irrevocable.

9,  Secured Party May Perform. If Debtor falls to perform any agreement or
covenant contained hereln, then the Secured Party in its discretion may perform or cause

the performance of such agreement or covenant, and the reasonable expenses of the
Sacured Party incutred in connection therewith shall be payable by the Debtor. However,
nothing in this Security Agreement shall obligate Secured Party to act, nor shall the actions
of Secured Party under this section be construed as a waiver or cure of any such fallure,

10. Remedies upon Default,
(a) “Event of Defautt* shall mean the occurrence of any of the-following events:

I The fallure of Borrower {0 pay the Note when due.

it. The fallure, refusal or neglect of Debtor, Borrower or any guarantorto
observe or perform for any reason any of the covenants, conditions, agresments or
provisions contained in this Security Agreement or n any of the other agreements or
instruments referenced hereln or contemplated hereby (referred to herein individuallyas a
“Loan Document® and collectively as the “L.oan Documents”) (other than the payment of
the Note of which the failure to pay constitutes an Event of Default described In Section
9(a)l hereof) or to execute and deliver any documents, agreements or instruments
reasonably requested by Secured Party hereunder or thereunder, provided that if such
failure, refusal or neglect is capable of remedy within fifteen (15) days- the Debtor shall be
entitled to cure the same within fifteen (15) days of Debtor's recelpt of written notice from
Secured Party of the occurrence of such fallure, refusal or neglect.

i, Any representation or wamranty made by Debtor, Borrower or any
guarantor In any Loan Document or any report, certificate, financial statement or other



instrument furnished by or on behalf of Debtor in connection with any Loan Dacument shall
prove to have heen false or misleading In any materlal respect.

iv.  Subject to the provisions of Section 8.6 of the Purchase Agreement,
Secured Party shall cease to have valld and perfected first priority securly Interest at any
time for any reason In the Collateral, or any portion thereof,

V. If any judgment against Debtor or any of its property or assets which
would or niight materially adversely affect (a) its ability to perform Its obligations under any
Loan Document; and/or (b) the Coliateral and/or the Secured Party's rights therein,
remains unpald, unstayed or undismissed for a period of more than forty-five (46) days.

vi, Debtor shall be dissolved or shall sustain the loss, cancelfation or
forfeiture ‘of its tegal status or good standing by reason of any judiclal, extrajudicial or
administrative proceedings or otherwise, or shall (a) apply for or consent to the
appolntment of a receiver, trustee or liquidator of Debtor or of all or a substantial part of
Debtor's assets; (b) be unable to, or admit in writing Its inability to, pay its debts as they
mature; (¢) make a general assignment for the benefit of creditors; (d) be adjudicated a
bankrupt or insolvent; (e) file a voluntary petition in bankruptey or a petition or an answer
seeking reorganization or an atrangement for the benefit of creditors or take advantage of
any Insolvency law in its capacity as a debtor; (f) Interpose an answer admitling the
material allegations of the petition filed against Debtor In any bankruptcy, reorganization or
insolvency proceedings; (g) take any action which would have the effect of dissolving
Debtor; or (h) take any action for the purpose of effecting any of the foregoing.

vii. Any (a) involuntary petition is filed against Debtor seeking to subject
Debtor to any bankruptey, Insclvency or similar faws and such petition shall remain
unstayed or not be withdrawn for a period of forty-five (45) days; or (b) an order, judgment
or decree shall be entered agalnst Debtor by anhy court of competent jurisdiction approving
a petition seeking Its rearganization or appointment of a receiver, trustee or liquidator of
Debtor or of ali or a substantial part of Its assets and such order, judgment or decree shall
continue and stay in effect for a period of forty-flve (45) days.

(b) Ifan Event of Default exists, the Secured Party may exercise one or more of
the following rights and remedies at any time or times and without nofice to or demand

upon Debtor:

(0 Declare the Note to be forthwith due and payable, whereupon the
Note shall be accelerated and shall bacome immediately due and payable without
presentation, demand or notice of any kind to the Dabtor (all of which are hereby walved
by Dabtor ), except that if an Event of Defauilt specified in Sections 9(a)(vi) and 9(a)(vil)
shall ocour, such acceleration shall be automatic and no declaration or other act of
Secured Party shall be necessary to effect suoh acceleration;

()  Proceed to protect and enforce the rights of Secured Party to payment
of the Note and Its rights to proceed against the Collateral and exercise its remedies

P |~



whether by suft in equity or by action at law, or both, whether for the specific performance
of any covenant, agresment or other provision of any of the Loan Documents or any other
legal or equitable right or remedy of Secured Party;

() In addition to those actions that may otherwise be permitted to be
taken by Secured Parly under any of the Loan Documents, with respect to the Collateral,

take the following actions:

(a) Collactions, ete. Secured Parly may demand, sue for, collector
recelve, In the name of Secured Parly or in the name of Debtor, or otherwlse, any money
or property at any fime payable or receivable on account of or In exchange for, or make
any compromise or seftlement deemed desirable with respect to, any of the Collateral (but
Secured Party shall be under no obligation to do 80), or extend the time of payment,
arrange for payment In instaliments, or otherwise modify the term of, or release, any of the
Collateral, without thereby Incurring responsibliity to discharge, or discharging, or otherwise
affecting any liabllity of Debtor hereunder. Secured Party shall not be required to take any
steps to preserve any rights agalnst other parties to the Collateral. Secured Party may (but
is not obligated to) make such payments and take all such actions as Secured Party
deems necessary to protect its security Interest in the Collateral and/or the value thereof,
and Secured Party Is hereby authorized (without limiting the general nature of the authority
herelnabove conferred) to pay, purchase, contest or compromise any lien or encumbrance

on the Collateral; and

(b) _Possession and Sale of Coliateral, etc. Secured Party may

exarclse in respect of the Collateral all rights and remedies hereunder and under the Loan
Documents, all the rights and remedies of a secured party under the Code and all rights
and remedles otherwise avallable to it. In addition, Secured Party may notify any and all
account debtors of the Debtor to mekse alf further payments to Secured Party, and enter
upon each premises of wherever the Collateral may be and take possession of the
Collateral and demand and receive such possession from any Person who has possession
thereof; and take such measures as it may deem necessary or proper for the care or
protection thereof, Including the right to remove all or any portion of the Collateral (but
Seoured Party shall not be obligated to do so), With or without taking such possesslon,
Secured Party may sell or cause fo be sold, whenever Secured Party shall decide, inone
or more sales or parcels, and at such price or prices and upon such other terms as may be
commerclally reasonable (Irrespeotive of the impact of any such sales on the market price
of such assets), and for cash or on credit or for future dellvery, without assumption of any
credit risk, all or any portlon of the Caliateral at any broker’s board or at public or private
sale. Secured Party may be the purchaser at any public or private sale to the extent
permitted by law and provided such sale is conducted in accordance with the Code of any
or all of the Collateral so sold and shall be entitied, for the purpose of bldding and making
setllement or payment of the purchass price for all or any portion of such assets sold at
any such public or private sale, to use and apply the Note as a credit on account of the
purchase price payable by Secured Party at such sale. Each purchaser (including the
Secured Party) at any such sales shall thereafter hold the Collateral purchased absolutely



free from any claim or right of whatever kind, including any equity of redemption of the
Debtor, any such demand, notice, claim, right and equity being hereby expressly walved
and released. Debtor agree that, to the extent notice of sale shall be required by law, at
least ten (10) days' notlce of sale to the Debtor of the time and place of any public sale or
the time after which any private sale Is to be made shall conatitute reasonable notification.
Secured Party shali not be obligated to make any sale of the Collateral regardless of notice
of sale having been given. Secured Parly may adjourn any public or private sale from time
to time by announcement at the time and place fixed therefore, and such sale may, without
further notice be made at the time and place to whioh it was so adjourned. Debtor hereby
walve any claims agalnst Secured Party arising by reason of the fact that the price at which
any Collateral may have been sold at such a private sale was fess than the price which
might have been obtained at a public sale, even If Secured Party accepts the first offer
received and does not offer such Collateral to more than one offeree, provided such private
sale is conducted in a commercially reasonable manner.

(c)  Abpointment of a Racelver. Upon the occurrence of an Event
of Default, the Secured Party shall be entitled to the appointment of a recelver, to take
possession of all or any portion of the Collateral and to exercise such powers as the court

shall confer upon the receiver.

(d) Power of Attornay, Debtor doss hereby irrevocably maks,
constitute, and appoint the Seoured Parly and its desigriees as Its frue and lawful
attorney-In-fact, with full power in the name of Secured Party and/or Debtor, to take the
following actions upon the occurrence of an Event of Default: to endorse any notes,
checks, drafts, money orders or other evidences of payment relating to the Collateral that
may come Into the possession of the Secured Party; to enforce all of Debtor’s rights under
and pursuant to all agreements with respect to the Collateral, all for the sole benefit of
Secured Party, to enter into and perform such agreements as may be necessary In orderto
carry out the terms, covenants, and conditions of this Securlty Agreement which are
required to be observed or performed by Debtor, to execute such other and further
mortgages, pledges and assignments of the Collateral as Secured Party may require for
the purpose of proteoting, maintaining, or enforeing the security interests granted to
Secured Party by this Security Agreement and the other Loan Documents, and to do any
and all other things necessary or proper to carry out the iritention of this Seourity
Agreement and the other Loan Documents; and Debtor hereby ratifles and confirms all the
Secured Party, as such attorney-in-fact, or its substitutes shall properly do by virtue of this
power of attomey, provided, however, that Secured Party agrees to notify Debtor prior to
any such endorsement, execution or action and to provide Debtor with a reasonable period
to endorse or execute the subject documents on Debtor's own behalf. Such powers of
attorney are coupled with an Interest and are therefore irrevocable.

(e) Rights and Remedies Cumulative. No right or remedy
conferred upon Secured Party herein or in any of the other Loan Documents or otherwise

avallable at law or In equily (or both) shall be exclusive of any other right or remedy
contalned herein or thereln or otherwise made avaliable. All such rights and remedles are
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cumulative and are hot exclusive of any right or remedy which Secured Parly may
otherwise have.

(h  Application of Proceeds. Any cash held by the Secured Party
as Collateral and all cash proceeds recelved by elther of the Secured Parly in respect of
any sale of, collection from, or other realization upon &ll or any part of the Collateral may, in
the discretion of the Secured Party, be held by the Secured Party as collateral for, and/or
then or at any time thereafter applied (after payment of any amounts payable to Secured
Party pursuant to this Security Agreement) In whole or in part by the Secured Party against
all or any part of the Note in such order as the Secured Party shall elect. Any surplus of
such cash or cash proceeds held by either of the Secured Party and remaining after
payment in full of all the Note shall be paid over to Debtor or to whomsoever may be

lawfully entitled to receive such surplus.

1. ity and Indemnification, The powers conferred upon Secured Party
hereunder are solely to protect its interest in the Collateral and shall not Impose any duty
upon It to exerclse such powers. Nothing In this Security Agreement shall be deemed to
constitute an assumption by either of the Secured Party of any liability or obligation of the
Debtor with respect to any of the Collateral, The Secured Party shall not be llable to either
Debtor for any act (Including, without limitation, any act of active negligence) or omisslon by
the Secured Party under thls Securlty Agreement unless the Secured Party’s conduot
constitutes willful misconduct or gross negligence. Debtor agrees to indemnify and to hold
the Secured Party harmless from and agalinst all losses, fiabllities, claims, damages, costs
and expenses (Including reasonable attorneys' fees and disbursements) with respect to ()
any action taken (Including, without limitation, any act of active negligence) or any omission
by either of the Secured Party with respect to the Payment Obligations or this Security
Agreement, provided that Secured Party's conductdoss not constitute willful misconductor
gross negligence, and (b) any claims arising out of Debtor's ownership of the Collateral or

Secured Party's security interest therein,

12,  Expenses. Debtor agress to pay upon demand to the Secured Party any and
all reasonable expenses, inciuding the reasonable fees and expenses of its outside
counsel and of any experts and agents which the Secured Party may Inour In connection
with (a) the custody or preservation of, or the sale of, collection from, or other realization
upon, any of the Collateral, (b) the exercise or enforcement of any of the tights of the
Secured Party under the Payment Obligation and/or this Seoutlty Agreement, and (o) the
fallure by Debtor to perform or observe any of the provisions of thé Payment Obligation

and/or this Security Agreement.

13,  Securlly Interest Absofute. All rights of the Secured Party and security
interests hereunder shall be absolute and unconditional irrespective of:

(a)  anylack of validity or enforceabliity of the Purchase Agreement orany

other Loan Document; M
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() anychangeinthe time, manner or place of paymentof, or In any other
term of, all or any of the Note, or any other amendment or waiver of or any consent to any
departure from any of the Loan Documents; or

(¢) any furnishing, exchange, release or non-perfection of any other
collateral, or any release or amendment or waiver of or consent to departure from any
guaranty for all or any of the Note,

14. Amendments, Walver. No amendment or walver of any provislon of this
Seourity Agreement nor consent to any departure by Debtor herefrom shall in any event
be effeotive unless the same shall be in writing and signed by the Secured Party and
Debtor and/, and then such walver or consent shall be effective only in the speclfic instance

and for the specific purpose any party for which given.

16.  Notices. All notices, requests, demands and other communications required
or permitted to be given hereunder shall be in writing and shall be deemed to have been
duly given if dellvered by msssenger or overnight dellvery service, or sent by first class mail
(or alr mall where avallable), postage prepald, certifled or registered, refurn receipt
requested, as set forth In the Purchase Agreament or at such other address as may be
fummished in writing. Any notice given by messenger or overnight delivery setvice as
provided in this Section_18 shall be desmed glven when delivered if during normal
business hours on a business day (or if not, the next business day after dellvery); any
notice glven by first class mall (or air mall where available), postage prepaid, certifled or
registered, return recelpt requested shall be deemed given five (5) business days after the
date of malling. Any parly may by notice to the other change the address at which notices

and demands may be given to it,

18.  Continuing Secuyity Interest; Release of Security Interest Upon Payment,

This Security Agreement shall create a continuing secutrity interest in the Gollateral and -
shall (a) remain In full force and effect untit indefeasible payment or other satisfaction in full
of the Note, (b) be binding upon Debtor, and its successors and assigns, (c) inure, together
with the rights and remedies of the Secured Party hereunder, to the beneflt of the Secured
Parly and its successars, transferees and asslgns, (d) constitute the entire agreement
between Debtor and the Secured Party with respect o the subject matters covered hereby,
and (e) be severable In the event that one or more of the provisions herein Is determined to
be illegal or unenforceable. Upon the indefeasible payment or other satlsfaction in full of
the Note, the Secured Party, at the request and expense of Debtor, shall release the
security interests In the Collateral granted herein and execute such termination statements
as may be necessary therefore, to the extent that such Collateral shall not have been sold

or otherwise applled pursuant to the terms hereof,

17.  Relurn of Collateral. Subjectto any duty Imposed by law or otherwise to the
holder of any subordinate llen on the Collateral known to the Secured Party, and subjectto
the direction of a court of competent jurisdiction, upon payment in full of the Note, Debtor
shall be entitied to the return of all Coflateral belonging to Debtor in the possession of the
Secured Patly; provided, however, that the Secured Parly shall not be obligated to return
to Debtor or deliver to the holder of any subordinate liesn any such Collateral until it is

-10- ~ V/



gatisfied that all amounts with respect to the Note are no longer subject to being recaplured
under applicable bankruptcy or insolvency laws or otherwise. The return of Collateral,
however effected, shall be without recourse o the Secured Party and the Secured Party
shall be entitled to recelve appropriate documentation to such effect. The refumn of
Collateral shall be effected without representation or warranty and shall not entitle Debtor

to any right to any endorsement.

18. Governing Law: Terms. This Security Agreement shall be deemed to have
been made in the state of Utah and the validity, construction, interpretation, and

enforcement hereof, and the rights of the partles hereto, shall be determined under,
govemed by, and construed In accordance with the internal laws of the state of Utah,
Debtor hereby consents to the jurisdiction of any Utah state or United States Federal court
sitting In Utah with respect to disputes arising out of this Security Agreement.

19.  Walver of Jury Trlal. Debtor HEREBY IRREVOCABLY WAIVES, TO THE .
FULLEST EXTENT PERMITTED BY LAW, ALL RIGHTS TO TRIAL BY JURY IN ANY
ACTION, PROCEEDING, OR COUNTERCLAIM (WHETHER BASED UPON CONTRACT,
TORT OR OTHERWISE) ARISING OUT OF OR RELATING TO THIS AGREEMENT OR
ANY OF THE TRANSACTIONS CONTEMPLATED HEREBY. Any legal action or
proceeding with respect to this Security Agreement must be brought in the federal or state
courts located in the State of Utah, unless Secured Party elects to bring such legal action
or procseding elsewhere. Debtor hereby Irrevocably accepts for Itself and in respect of its
property, generally and unconditionally, the jurisdiction of the federal or state courts
located In the State of Utah as having proper venue. Debtor hereby irrevocably waives any
objection which It may now or hereafter have to the laying of venue of any of the aforesald
actlons or proceedings arlsing out of or In connection with this Securlty Agreement brought
In the aforesaid Utah courts and irrevocably walves and agrees hot to plead or claim inany
such court that any such action or proceeding brought in any such court has been brought
in an inconvenlent forum, and also consents to the service of process by any means
authorized by the State of Utah,

IN WITNESS WHEREOF, the partles hereta have caused this Security Agreement
to be duly executed and delivered by thelr respective officers thereunto duly authorized as
of the date first above wltten.

Debtor: '
CAMELOT DISTRIBUTION GROUP, INC, a

Nevada corporation
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Secured Party:
INCENTIVE CAPITAL, LLC, a Utah corporation

By:

, President
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EXHIBIT D



SECURITY AND PARTICIPATION AGREEMENT

THIS SECURITY AND PARTICIPATION AGREEMENT ("Security Agreement”),
dated. as of April 27, 2010 by and between Camelot Fiim Group, Inc., a Nevada
corporation ("Debtor’) and Incentive Capital, LLC, a Utah limited liabllity company
("Secured Party"), Is made with reference to the following faots:

A.  Debtor has executed or shall execute and deliver to Secured Parly
simultaneously herewith that certaln Promissory Note ~-Term Loan (the “Note") In the
original principal amount of $650,000 In connection with a secured term loan (the “Loan”)
from Secured Party to Debtor.

B. Debtor has agreed to grant the Secured Party a security interest in the
property hereinafter described as securily for the prompt and complete payment of the
payment and other obligations of the Debtor to the Secured Party under the Note.

C. Debtorhas agreed to grant the Secured Party a confinuing profit participation
in the revenue actually recelved by Debtor from the Debtor’s exploitation of the Liberation
Assets, as set forth in this Securlty Agreement,

D.  The property covered by this Security Agreement Includes ceriain assets
(the “Liberatlon Assets®) purchased substantlally simultaneously herewith from CMBG
Advisors, Inc., a Callfornla corporation in Its sole and limited capacity as assignee for the
benefit of creditors of Liberation Group, Inc, (CMBG") pursuant to an Asset Purchase
Agreement of even date (the "Asset Purchase Agresment’) as well as other assets of
Debtor as sst forth hereinbelow.

E.  Secured Party and CMBG have entered Into an Intercreditor Agreement (the
“intercreditor Agrasment”) contemporaneousty harswith sstting forth theragreed rights and
obligations of each as secured pariles with respect to the Liberation Aasets, it being
expressly understood and agreed that Secured Party shall at all times have and malntain a
first priority security interest in the Liberation Assets, and CMBG shall atall times have and
maintain a second priority security interest In the Liberation Assets, '

NOW, THEREFORE, in conslideration of the foregoing and the mutual promises and
other agreements herainafter contalned, and subject to the terms and conditlons of the
Intercreditor Agreement, Dabtor hereby agrees with Secured Party for the beneflt of

Secured Party as follows:
1. of Securl erest,

Debtor hereby grants to the Secured Parly a confinuing first priority
security Inferest In all property identifled on Schedule 1 aftached hereto and by this
reference Incorporated hereln, and all praducts and proceeds thereof, including (a) the
Liberation Assets; (b) all accounts, negotiable Instruments, chattel paper and electronic
chattel paper, general Intangibles, proceeds, and monies derived from the disposition or
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othér expléifatlon of ifie Libéralion-Aseets fn allimedia, flom all sourses, woildwide durdng
e taem. Hergof; sind -(q);'»:gtb'er*asset’s 6f-the Debior as-set forth on sald Scheduls 1
{collectively; the''Collateral™ , Termé used I this SecLirlty Agreementare used as defined
In.{)-the Utah Uniform Commarcial Code In effect from: fime-to time; or- (i) the Asset
Purchage Agreament;

Profit Parlicipation.

‘ {8y -Commencing'oh the date of this.Security Agreement, the Debtor shall
payto fie-Seciired’ Party tehr perdént (.-go%) of-ong*hiundred percent (100%) of all gross
revenues actudlly-received theraafter by Debtor within 14 days of recelving: any such
revenus, BMGR of ttiell respéctive subsldiaies; sliegessors and agsigns (coliectively
isamelol"),:from -any:third’parly paying-Gamelot-revenues in:connecilon-with Camelot's
oxploitation of the Liberation Assets I allmedla; worldwide, from-all Souress (the*Catnalot
Revenye"), for.an itlal perlod of five: (5): years: ('Initlal:Perlod®) from the date of fhis
Sacurlly Agreatmant(‘Sacurad Party Inltial Revenug Partitipation®), After the nitial Period,
Camelot shall pay thé Sepured Parly two and one-half pefcent (2.6%).of all such revetives,
caloulated as set forth above (the "Findl-Secured Party Revenue:Particlpation”), it befng
ufdarstood that the Secured Paily shiall rédelye the Final Sécured Parly Revenue
Partloipation:for sa long-as Carmelot-teceives ‘Camelot Revenue from explolling the
Liljeration Asssls,. :In the evént of:a §éle of all ora portion of thie Liberation Asgets to a
1Blrd party during thie Inltial Perlod; the Secured Party shall recsive ten percent (10%) of the
michles recelved by Camelot frora such' sale;:provided, hawever, that If such sale occurs

2

aftér the Initlal ‘Perlad, then the :Sagured Party shall recelvé two and ong-haif percent
(2.5%) of-the monles recelved by-Camelot from. such sale. Payments shall be made

payahle {o Incefitive Capital 1LE;.

(B)  Debiorshall render detailed:statements (including, without limitation,
anaceountingof alltéventie afid expenses related 1o the disposition or other exploitation of
the Collateral anidts-severdl patis) to the'Secured Party on aquartérly basls, commenclig
as.0f the end of the fitét quarter In which Debtor recelves any Cameldt Ravenue, Each
~ stafement shall be deliveréd to: Secured Party within sixty:(60) days after the-end of the

apphisable guarter, atcoinpanied.vith payniant of thie applicable ghjount, If any, shown due
to:'Secured Parly. In addition to:the quartetly. detalled-accounting.of Camelot Revenueand
expenses; Debior stiall pirovitie:td Sesuredl Party oh & fionthly basls-a.gerieral stateriiant
indleating-the- fotal gross revenues recelved far or in connection-with the disposition of
olher-exploltation of the:Gollateral for the pravious-month: Debtor will malfitaln accurate
Te6ords In locel earréney of lff financldl fecords regarding Gamelot Revehue using
generally accepted:accounting principlas on & conslstent;.uniform and rendisoriminatory
basfe-undll thres:(3) yéars afteredchsuch statément and dutlig.any period whils a dispute
_about paymetits- temaing Unresolied, Sushtecords Wil Incllide all receipts derived, all
recoupable-oxperises pald, 4nd all ather infarmationnecessary to render any statement
dug: Debtorwilj also hamfaln full and stcurate coples of evefy’ statement, contrect,
slectronie record,-audit report, correspondence and oftter-records:relatling to the: Camslof
Revenue,-and stialliake available such reeords for Inspection- and copying by-Secured
Paity at tﬁ,eDebfbr's:ﬁﬁné!ﬁal_ placé of:bisiiess-during normal bishess hours,
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(¢) . ‘The-Besured Party; of thirly (30).days’ prior weltten hotice, may
exarine and copy, thratight Ifs auditors, Dabfor's:financlal records- regarding Camelot
Revenue.twise:only in any:year petlod, Sitch examliatici shall be at the Secured Party’s
oxpénss Unleds it ungovers &l Uiiderpayhient; uricontested or latér determined dus, of
more than:ten: percent (10%) of the amotint shown dus.Setiured Party onthe statements,
in Which casaDebtor shall pay on:demand the reasgnable casts of stich examinatlon.

8, Seoutlty for Obllgaflons, Thi§ Sseutlly Agreement secures, ‘ahd the
Gallateral nsludihg the'l Beration Assets, s collataralsecurlly:for, fhe prompt payment or
performancein-full. when dus,.whether-at-stated -‘ma_tpr](_y, by acgeleyation o otheiylse
(Ieluditig the-paviviant of atiolnts whith would hécone due’butforthe operdtion of-the
gutornatic s‘léj&ung!er.f_é'e.cilonfsez(a) of the:Bankruptcy Code; 11 U.S.C. Section 362(a)), to.
Sseqrsd Pary. of Debtor’s Indebiednessand oitisr-obligatioris now existing orhereafter
anisifig. to: Secured - Rarly’ with ‘respedt fo: the Nofe,-whether for principal or Interest
's',ncl.udlngl wittiout limitation; Interest which, but for the flling of 4 pstition Ih bankraptey,
would acerie ohtsuch obligations) 6 payiments of fees, axpénses or otherwlse purstant to
the Note andlor:any:other documents:or (nstrument exettited pursuant thetets or hereto:
(all suoh ohligations beiny:thg "Note!):

. 4. Actlonsito Perfest, Debitorheraby authotizes:Sadured:Paity.atany ime atd
fom tiria to:thid:to file" arte: or more fihancing;or continuation:statements describing the
Collateral. Debtor further agrees that at any fime and framtime fo fime;, at the expense of
the Debtor: Dabitorwill promptly exactte and deliverail furthetinstruments and decunients,
gnd take all furtheraction:thatmay b reasonably necessary.ordesirable, or that Sécured
Rarty imay teasohabliréquest; Inotdef to perfect and protect any sesurity Intergst granted
or plirportedto be:granted hereby or to enable Secured Parly-to exercise and enforce Its
tlghts-and repecliss: hersapder with fespeetto any Golleferdl. Stich-actions may Include,
Without limitafioh, the dellvery to Secured Party of Collateral for-whileh dallveryis required
to.perfect, the signature by bailess or.deposlifory banks on'corfrol agreements in favor of
-Saeured Paity with respigct fo Collafers] In e possession of-ballees, orcamplying withthe
fravisions-offany applicéble: statutes.governing perfection or protection of the securlly
interest grarited heveby: in the.Gollateral.

5. Rapresentailons atidWarranties, Debtotiapreserits andwarants asfollows:

(a) -Status. of‘Deblor; Aufhotizallon. Debfor-{f}-ls & corporation duly
organized,valldly existing;did i g sténding Uridet thie laws of the state of Nevada, and
(i) Is daly qualified.or licansed to conduct business:in-each jurisdiction Ih which the:nature
of lts business or-assets requires-such qualification.or licensing under applicable: law
except where thie fallure to be 5o qualified woyld hothave dmaterial adverse sffect on the
Busineds, operatlons orflanclal condition of Debtor. Debtor has the:requisite.power and
authorlty-to.own ite assets-and to fransact the businéss;In which It Is presently ehgaged
and;In which Jgtoposes 1o srigage and'te grant fo Sectited Party the securlfy Intergsts in
the Collateral as: herelt:provided. Debtor'has taken all aclion:niecessary.to authorlze the
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exacutlon and deflvery of the Note and this Security Agreement, and the consummation of
the transaotions contemplated thereby and hereby.

(b)  Bindina Securlty Agreement. This Security Agreement constitutes the
legal, valld and binding agresment and obligatlon of Debtor, enforceable againet Debtorin
accordance with its terms, except as enforceability may be limited by the bankrupfcy,
Insolvenay, fraudulent conveyance, and similar laws and equitable principles affecting the
enforcement of creditors' rights generally.

(c) Titleto Collateral. Exceptas otherwise expressly acknowledged and
contemplated in the Purchase Agreement, such Debtor has good and marketable tille to all
and every part of the Collateral, free and clear of any mortgage, pledge, lien, security
Interest, encumbranca, conditional sale contract or other title retention agresment, or any
other adverse clalm of any nature whatsoever (collectively, "Lien") except for (x) the first
priority security Interest granted to the Seoured Parly heraby; and (y} the sacond priority
security Interast granted to CMBG as provided for In the Asset Purchase Agreement
(referred fo hereln collectively as the “Permitted Liens"). Na effective financing statement
or other Instrument simllar In effect covering all or any part of the Collateral is on file In any
recording office, except such as may have been filed with respect to the Permitted Liens.

(d) No Default or Requlred Consent. Except as otherwise expressly
acknowledged and contemplated in the Asset Purchase Agreement, the execulion, delivery
and performance of this Security Agreement by Debtor, and the effectuation by the
Seoured Parly of any of Its rights and remedies thereunder or hereunder, whether upon
default or otherwlse, (x) will not result in a breach of or constitute a default under (i) the
certificate of Incorporation or bylaws or other charter provision of Debtor, or (i) any other
agreement or Instrument to which Debtor Is a party or by which any of the Collateral Is
bound except, In the case of clause (li), where such breach or default would not have a
material adverse effect on the Collateral or on the business, operations or financlai
condltion of Debtor, (y) will not viclate any faw or any rule or regulation of any
administrative agenoy or any order, writ, Injunction or decree of any court or administrative
agency, and (2) does not requlre the consent of any person, entify or governmental agency
or any notice or flling with any governmental or regulatory body, except as shall have been
previously obtained, given or made or where the failure to obtain such consent would not
have a materlal adverse effect on the Collateral or on the business, operatlons ot financlal

condition of Debtor.

(e) Perfection. Debtor's exact legal name, type of organization and
jurisdiction of organization I8 set forih In the Introduotion of this Security Agresment.
Debtor's arganizational identification number Is NV20071127632. Deblor's principal place
of business Is located at the address set forth on the date hereof In Section 14 of this
Securlty Agreement. Upon (i) the executlon and dellvery of this Security Agreement by
Debtor; and (Ji) the proper and timely flling of a financing statement with the Secretary of
State of Nevada, the Secured Party will have a first perfected firat priority security interest

in and to the Collateral. M



Employment of .Jamie Thompson: Camelot Distribution Group, Inc,
("CDG") has entered into an employment agreament with Jamle Thompeon
(‘Thompson®) as of September 1, 2009 (the “Employment Agreement”), whereunder
Thompson shall render services as President of CDG to, among other responsibliities,
manage and supervise CDG's general business operations, including without limitation
services in connection with the exploltation of the Liberation Assets. Debtor hereby
acknowledges and agrees that [t shall use lis best efforts to continue Thompson’s
Employment Agreement for a period of five (§) years from the date hereof, During sald
perlod of the Employment Agreement, Thompson shall be primarily responsible for the
exploitation of the Collateral.

8. Affirmative Covenants, Debtor covenants and agrees that until such time as
the Note Is Indefeasibly paid or otherwise satisfled in full, unless the Sscured Party shall

otherwise consent in wriling:

(a) Conduct of Business and Mainfenance ssets and Licenses,
Debtor shall do or cause to be done all things reasonably necessary to preserve in full
force and effect Its existence, Its corporate powers and authorlly, lts qualifioations to carry
on business in all applicable Jurisdictions, and all rights, Interests and assets necessaryto
the conduct of ite business, except where the fallure to do so does not have a material
adverse effect on the financial condition or operations of Debtor,

(b) Protection o and Legal ceaedings. Subject to the

provisions of Saction 6.5 of the Purchase Agreement pursuant to which the Seoured Paity
expressly understands and acknowledges that Debtor may have no obligation to defend
adverse ¢lalms with respect to, and certaln items of the Collateral may be sold, assigned or
abandoned by Debtor as Debtor may determine in its sole discretion, Debtor shall, at its
own expense, take any and all actlons reasonably necessary to preserve, protect and
defend the security Interests of the Secured Party In the Collateral and the perfection and
priorily thereof against any and all adverse claims, Including appearing inand defending all
actions and praceedings which purport to affectany of the foregoing. Debforshall promptly
reimburse the Secured Party for any and all sums, Including costs, expenses and actual
attorneys' fees, which the Secured Parly may pay or Iincur In defending, protecting or
enforcing Its security Interest in the Collateral or the perfection or priority thereof.

(¢} PaymentofTaxes. Debtor shall pay ar cause to be pald all taxes and
otherlevies with respect to the Collateral when the same become due and payable, except
for any taxes which are beling diifgently contested In goad falth by appropriate proceedings
and for which appropriate reserves have been established.

(d)  Useand Maintenance of Collaterai. Debtor shall comply in all material

respects with all laws, statutes and regulations pertaining to its use and ownership of the
Collateral and its conduct of its business; maintaln ail of the Coflateral in good condition,
reasonable wear and tear excepted, and keep accurate and complete books and records
pertaining to the Collateral In accordance with generally accepted accounting principles,
except where the fallure to do any of the foregolng doss not have a materlal adverse affect

on the Collateral or the Secured Party's rights thereln.
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(e} Inspection. Debfor shall give the Secured Parly such Information as
may be reasonably requested concerning the Collateral and shall during regular business
hours and upon reasonable notlce during the continuance of an Event of Defauit, permit
the Secured Party and its agents and representatives to have full access to and the rightto
examine, audit and make coples and abstracts from any and all of Debtor's books and
records pertaining to the Collateral, to confirm and verify the value of the Collateral and to
do whatever else the Seoured Party reasonably may deem necessary or desirable to
protact its Interests. Furthermore, Debtor agrees to furnish promptly to the Secured Party
such information regarding the financlal condition or business of Debtor or the Collateral as
the Secured Party may reasonably request, and all such Information hereafter fumnishedto
the Secured Party by Debtor will be true and correct in all material respects when

furnished.

()  Nofification. Debtor shali notify the Secured Parly In writing within ten
(10) business days of the occurrence of any event which materially adversely affects the
value of the Collateral, the abllity of Debtor or the Secured Parly to dispose of the
Collaterai or the rights and remedies of the Securad Patly in relation thereto,

7. Negative Covenants, Debfor covenants and agrees that untli such time as
the Note is Indefeasibly pald or atherwise satisfied In full, without the prior written consent

of the Secured Party:

(a) Saleor Hypothecation of Collateral. Except as otherwise provided In

Section 8.6 of the Purchase Agreement, Debtor shall not directly or indiractly, whether
voluntarly, invelunterily, by operation of law or otherwise (j) sell, assign, licanse, transfer,
exchange, lease, lend, grant any option with respect to or dispose of any of the Collateral
or any of Debtor's rights thereln, except for sales, assignments, licenses, transfers,
jes, leases or loans in the ordinary course of the Debtor's business; nor (Il) create
or permit to exist any Ifen on or with respect to any of the Collateral, other than Petmiltted
Llens. Theinclusion of "proceeds” as a component of the Collateral shall not be deemed
aconsent by the Secured Party to any sale, asslgnment, transfer, exchange, lease, loan,
granting of an option with respect to or disposition of all or any part of the Collateral.

(b) Changs of Location or Name. Debfor shall not, without glving to the
Secured Party at least thirty (30) days' prior written notice (l) move its principal place of
business; (fi) change its name, its trade or fictitlous business name(s) or its organizational
[dentiflcation number; (lll} keep Collateral at locations other than its principal place of
business, excapt as otherwise disclosed to Secured Party in wiiting; or (Iv) change its type
of organization, jurisdiction of organization or other legal structure,

8. ure olnte -n-Fact. Debtor hereby appolnts the
Secured Party as Debtor's attorney-in-fact with full authority in the place and stead of
Debtor and in the name of Debtor or otherwlse, from time to time in the Secured Party's
sole and absolute discretion to take any action and to execute any instrument which the
Secured Party may deem necessary or advisable to accomplish the purposes of this
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Sscurity Agreement. Debtor acknowledges that the foregoing grant of power of attomeyis
coupled with an Interest and Is lrrevocable.

9.  Secured Party May Perform. If either Debtor fails to perform any agreement
or covenant confained hereln, then the Secured Party in its discretion may perform or
cause the performance of such agresment or covenant, and the reasonable expsnses of
the Secured Party Incurred In connection therewith shall be payable by the Debtor.
However, nothing in this Security Agresment shall obligate Secured Party to act, nor shall
the actlons of Secured Party under this section be construed as a walver or cure of any

such faflure.

10. Remedles upon Default.

(a) "Event of Default” shall mean the occurrence of any of the following events:

i The fallure to pay the Note when due.

il, The fallure, refusal or neglect of Debtor to observe or perform for any
reagon any of the covenants, conditions, agreements or provisions contalned in this
Security Agreement or in any of the other agreements or instruments refarenced herein or
contempfated hereby (referred to hereln individually as a “Loan Document” and collactively
as the “Loan Documents”) (other than the payment of the Note of which the fallure to pay
constitutes an Event of Default described In Section 8(a)l hereof) or to exacute and deliver
any documents, agreements or Instruments reasonably requested by Seoured Party
hereunder or thereunder; provided that If such fallure, refusal or neglect Is capable of
remedy within fifteen (16) days the Debtor shall be entitled to cure the same within fiftesn
(16) days of Debtot's receipt of written notice from Secured Parly of the occurrence of such

fallure, refusal or negleoct,

iil.  Any represéntallon orwarranty made by Debtor In any Loan Document
or any report, certificate, financlal statement or other instrument furnished by or on behalf
of Debtor in connection with any Lean Dacument shall prove to have been false or

misieading in any material respeat.

iv.  Subject to the provisions of Section 6.5 of the Purchase Agreement,
Secured Party shall cease to have valid and perfected first priority security Interest at any
time for any reason in the Collateral, or any portion thereof (subject to Permitted Liens).

V. Subject to the provisions of Section 6.5 of the Purchase Agreement, if
any judgment against Debtor or any of lts properly or assets which would or migh
materlally adversely affeot (a) its abliity to perform its obtigations under any Loan
Document; and/or (b) the Collateral and/or the Seoured Party's rights thereln, remains
unpald, unstayed or uhdismissed for a period of more than forly-five (45) days.

vi.  Debtor shall be dissolved or shall sustain the loss, cancellation or
forfelture of its legal status or good standing by reason of any judicial, extrajudlcial or
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administrative proceedings or otherwise, or shall (a) apply for or consent to the
appointment of a recelver, trustee or liquidator of Debtor or of all or a substantia! part of
Debtor's assets; (b) be unable to, or admit in wriling its inabilily to, pay its debts as they
mature; (c) make a general assignment for the benefit of creditors; (d) be adjudleated 2
bankrupt or insolvent; (e) file a voluntary petition In bankruptoy or a petition or ah answer
seeking reorganization or an arrangement for the benefit of creditors or take advantage of
any Insolvency law In ils capacity as a debtor: (f) interpose an answer admitling the
material allegations of the petition filed against Debtor in any bankruptey, reorganization or
insolvency proceedings; (g) take any action which would have the effect of dissolving
Debtor; or (h) take any action for the purpose of effecting any of the foregoing.

vii. Any (a) Involuntary petition Is filed against Debtor seeking to subject
Debtor to any bankruptoy, Insolvency or simllar laws and such petition shall remain
unstayed or nof be withdrawn for a perlod of forty-five (45) days; or (b) an order, judgment
or decree shall be entered against Debtor by any court of competent jurisdiction approving
a pelition seeking its reorganization or appointment of a recelver, trustee or liquidator of
Debtor or of all or a substantial part of its assets and such order, judgment or decree shall
continue and stay In effect for a perlod of forty-five (46) days.

{b) If an Event of Default exists, the Secured Parly may exercise one or more of
the foliowing rights and remedies at any time or times and without notice to or demand
upon Debtor:

() Deaclare the Note to be forthwith due and payable, whereupon the
Note shall be accelerated and shali become immediately due and payable without
presentation, demand or notice of any kind to the Debtor (all of which are hereby waived
by Debtor ), except ihat if an Event of Default speclfied In Sections 9(a)(vl) and 9(a)(vii)
shall ocour, such acceleration shall he automatic and no deciaration or other act of
Sacured Party shall be necessary to effect such acceleration;

(i)  Pracesd to protect and enforce the rights of Secured Party to payment
of the Note and its rights to proceed agalnst the Collateral and exercise Its remedies
whether by st in equity or by action at law, or both, whether for the speclfic performance
of any covenant, agreement or other provision of any of the Loan Documents or any other
legal or equitable right or remedy of Secured Party; -

()  In addition to those actlons that may otherwise be permitted to be
taken by Seoured Party under any of the Loan Documents, with respect to the Collateral,
take the following actlons:

(a) Collections, etc. Secured Party may demand, sue for, collector
racelve, In the name of Secured Party or in the name of Debtor, or otherwise, any money
or property at any time payable or recejvable on account of or in exchange for, or make
any compromise or settiement deemed desirable with respect to, any of the Collateral (but
Secured Party shall be under no obligation to do so), or extend the time of payment,
arrange for payment in instaliments, or otherwise modify the term of, or release, any of the
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Collateral, without thereby Incurring responsibility to discharge, or discharging, or otherwise
affecting any liabllity of Debtor hereunder, Secured Party shall notbe required to take any
steps to preserve any rights against other parties to the Collateral. Secured Party may (but
Is not obligated to) make such payments and take all such actions as Secured Parly
desms nacessary to protect its security Interest in the Collateral and/or the value thereof,
and Secured Party Is hereby authorized (without limiting the general nature of the authorlty
hereinabove conferred) to pay, purchase, contest or compromise any llen or encumbrance

on the Collateral; and

Possesslon and Sale of Collateral, ete. Secured Party may

exercise In respect of the Callateral all rights and remedies hereunder and under the Loan
Documents, all the rights and remedles of a secured party under the Code and all rights
and remedles otherwlise avallable to It. In addition, Secured Party may noflfy any and all
account debtors of the Deblor to make all further payments to Secured Party, and enter
upon each premises of wherever the Collateral may be and take possesslon of the
Collateral and demand and receive such possassion from any Person who has possession
thereof; and take such measures as it may deem necessary or proper for the care or
protection thersof, including the right to remove all or any portion of the Collateral (but
Sacured Parly shall not be obligated to do 80). With or without taking such possession,
Secured Party may sell or cause to be sold, whenever Sscured Parly shall declde, in one
or more sales or parcels, and at such price or prices and upon such other terms as may be
commerclally reasonable (irrespective of the Impact of any such sales on the market price
of such assets), and for cash or on credit or for future delivery, without assumption of any
credlt risk, all or any portion of the Collateral at any broker's board or at public or private
sale. Secured Party may be the purchaser at any public or private sale to the extent
permlited by taw.and provided such sale is conducted In accordance with the Code of any
or all of the Collateral so sold and shall be entitled, for the purpose of bldding and making
seftloment or payment of the purchase price for all or any portion of such assets soid at
any such pubfic or private sale, to use and apply the-Note-as a credit on account of the
purchase price payable by Secured Parly at such sale. Each purchaser (including the
Secured Party) at any such sales shalf thereafter hold the Collateral purchased absofutely
free from any claim or right of whatever kind, Including any equity of redemption of the
Debtor, any such demand, notice, claim, right and equity being hereby expressly waived
and releasad. Debtor agree that, to the extent notice of sale shall be required by law, at
least ten (10) days' notice of sale to the Debtor of the time and place of any public sale or
the time after which any private sale Is to be made shall constitute reasonabie notiflcation.
Secured Party shall not be obligated to make any sale of the Collateral regardless of notice
of sale having been glven. Secured Party may adjourn any public or private sale from time
to time by announcement at the fime and place fixed therefore, and auch sale may, without
further notice be made at the time and place to which it was so adjourned. Debtor hereby
walve any claims against Secured Party arlsing by reason of the fact that the price at which
any Collateral may have been sold at such a private sale was less than the price which
might have been obtained at a public sale, even If Secured Party accepts the first offer
received and does not offer such Collateral to more than one offeree, provided such private

sale is conducted In a commerclally reasonable manner. q//
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(c) tment of a Recelvar., Upon the oceurrence of an Event
of Default, the Secured Party shall be entitied to the appointment of a receiver, to take
possession of all or any portion of the Collateral and to exercise such powers as the court
shall confer upon the recelver.

(d) ar o ay. Debtor doss hereby lrrevocably maks,
constitute, and appoint the Secured Parly and lts designeas as its true and lawful
attomey-In-fact, with full power [n the name of Secured Party and/or Debfor, to take the
following actions upon the occurrence of an Event of Default: to endorse any noles,
checks, drafts, money orders or other evidences of payment relating to the Colfateral that
may come into the possession of the Secured Party: to enforce all of Debtor's rights under
and pursuant to all agreements with respect to the Collateral, all for the sole benefit of
Sscured Party, to enter into and perform such agreements as may be necessary in orderto
carry out the terms, covenants, and conditions of this Security Agreement which are
required to be observed or performed by Debtor, to execute such other and further
mortgages, pladges and assignments of the Collateral as Secured Party may require for
the purpose of protecting, maintaining, or enforcing the security interests granted to
Secured Party by this Sscurity Agreement and the other Loan Documents, and to do any
and all other things necessary or proper to carry out the Intention of this Security
Agraement and the other Loan Documents; and Debtor hereby ratifies and confirms all the
Seoured Patty, as such attorney-in-fact, or its substitutes shall properly do by virtue of this
power of attorney, provided, however, that Secured Party agrees to notify Debtor prior to
any such endorsement, execution or action and to provide Debtor with a reasonable period
to endorse or execute the subject documents on Debtor's own behalf, Such powers of
attorney are coupled with an interest and are therefore irrevocable.

(e) ts Remedles ulative. No right or remedy
conferred upon Secured Party herein or in any of the other Loan Documents or otherwise
avallable at faw or In equity (or both) shall be exciusive of any ether right or remedy
contained herein ortherein or otherwise made avallable. All suchrights and remedies are
cumulative and are not exclusive of any right or remedy which Secured Party may

otherwise have.

Application of Proceeds. Any cash held by the Sscured Party
as Collateral and all oash proceeds received by elther of the Secured Party In respect of
any sale of, collection from, or other realization upon all or any part of the Collateral may, in
the discretion of the Secured Party, be held by the Secured Party as collateral for, and/or
then or at any time thereafter applled (after payment of any amounts payable to Secured
Party pursuant to this Security Agreement) In whole or In part by the Seoured Party against
all or any part of the Note in such order as the Secured Parly shall efect. Any surplus of
such cash or cash proceeds held by elther of the Secured Party and remaining after
payment In full of all the Note shall be pald over to Debtor or to whomsoever may be

lawfully entitied to recelve such surplus.

11.  Liabllity and Indemnification. The powers conferred upon Secured Parly

-10- n/\/



hereunder are solely to protect lts Interest In the Coilateral and shall not Impose any duty
upon it to exercise such powers. Nothing In this Security Agreement shall be deemed to
constitute an assumption by either of the Secured Party of any liability or obligation of the
Dabtor with respect to any of the Collateral. The Sacurad Party shall notbe liable to elther
Debtor for any act (Including, without limitation, any act of active negligence) or omission by
the Secured Party under this Seourity Agreement unless the Secured Party's conduct
constitutes willful misconduct or gross negligence. Debfor agrees to Indemnify and to hold
the Secured Parly harmless from and against all losses, liabilities, clalms, damages, costs
and expenses (Including reasonable attorneys' fees and disbursements) with respectto (a)
any action taken (Including, without limitation, any act of active nagligence) or any omisslon
by elther of the Secured Parly with respect to the Payment Obligations or this Security
Agreement, provided that Secured Party'a conduct does not constitute willful misconduct or
gross negligence, and (b) any claims arlsing out of Debtor's ownership of the Collateral or
Secured Party's securlty interest therein,

12, Expenses. Debtor agrees to pay upon demand to the Secured Party any and
all reasonable expenses, Including the reasonable fees and expenses of lis outside
counsel and of any experts and agents which the Secured Party may Incur in connectlon
with (a) the custody or preservation of, or the sale of, colleotion from, or other reallzation
upon, any of the Coliateral, (b) the exercise or enforcement of any of the rights of the
Sscured Party under the Payment Obiigation and/or this Security Agreement, and (o) the
fallure by Debtor to perform or observe any of the provisions of the Payment Obligation

and/or this Securlty Agresment.

13.  Securlty Inferest Absofute. Except as otherwise provided hereln or in the
Purchase Agreement or In the Intercreditor Agreement, all rights of the Secured Party and
security Interests hersunder shall be absolute and unconditional irrespective of:

()  anylack of validity or enforceabiilty of the Purchase Agreement orany
other Loan Document; - ' . :

any change In the time, manner or place of payment of, or In any other
term of, all or any of the Note, or any other amendment or walver of or any consent to any
depariure from any of the Loan Doctiments; or

(¢) any furnishing, exchange, release or non-perfection of any other
collateral, or any release or amendment or walver of or consent to depariure from any
guaranty for all or any of the Note.

14, Amendments. Walver, No amendment or waiver of any provision of this
Seotirity Agreement nor ¢onsent to any departure by Debtor herefrom shall in any event
be effective unless the same shall be in writing and signed by the Secured Party and
Debtor and/, and then such waiver or consent shall be effective only in the speclfic Inatance

and for the specific purpose any party for which given, g/\/
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16. Noflcas. All notlces, requests, demands and other communications required
or parmitted fo be glven hereunder shall be Ih writing and shall be deemed to have been
duly given If delivered by messenger or overnight delivery service, or sent by first ciass mall
(or air mall where available), postage prepaid, cerlifled or reglstered, return recelpt
requested, as set forth in the Purchase Agreement or at such other address as may be
furnished In writing, Any notice given by messenger or overnight dellvery service as
provided In this Section 15 shall be deemed given when delivered if during normal
business hours on a business day (or If not, the next business day after dellvery); any
notice given by first class mall (or air mall where available), postage prepald, certified or
registered, return receipt requested shall he deemed given five (6) business days after the
date of malling. Any party may by notice to the other change the address atwhich notices

and demands may be given to it.

16. Continuing Securlty Interest: Release of Secur! erest Upon ent.
This Security Agreement shall create a continuing security Interest In the Collateral and
shall (a) remain in full force and effect untll indefeasible payment or other satisfaction in full
of the Note, (b) be binding upon Debtar, and its successors and assigns, (c) inure, together
with the rights and remedies of the Secured Party hereunder, to the benefit of the Secured
Party and its successors, transferees and assigns, (d) constitute the entire agreement
bstween Debtor and the Secured Party with respect to the subject matters covered hereby,
and (e) be severahle in the event that one or mors of the provisions hereln is determined to
be lllegal or unenforceabie. Upon the Indefeastble payment or other satlsfaction in full of
the Note, the Secured Party, at the request and expense of Debtor, shall release the
securlty Interests in the Collateral granted heraln and execute such termination statements
as may be necessary therefore, to the extent that such Collateral shall not have been sold
or otherwise applied pursuant to the terms hereof.

17. Returmn of Collateral. Subjectto any duty imposed by law or othewise to the
holder of any subordinate llen on the Collateral known to the Secured Party, and subjectto
the dlrectlon of a court of competent jurisdiction, upon payment in full of the Note, Debtor
shall be entitled to the return of alf Collateral belonging to Debtor in the possession ofthe -
Secured Party; provided, howaver, that the Secured Party shall not be obligated to return
to Debtor or deliver to the holder of any subordinate llen any such Collateral untif it is
salisfled that all amounts with respect to the Note are no longer subject to being recaptured
under applicable bankruptey or insolvency laws or otherwlse, The return of Collateral,
however effected, shall be without recourse to the Secured Party and the Secured Party
shall be entifled to recelve appropriate documentation to such effect. The retum of
Collateral shall be effected without representation or warranty and shall not entitle Debtor

to any right to any endorsement.

18, - Governing Law; Terms. This Security Agreement shall be desmed to have
been made In the state of Utah and the validity, construction, interpretation, and
enforcement hereof, and the rights of the parties hereto, shall be determined under,
governed by, and construed In accordance with the Internal faws of the state of Ulah,
Debtor hereby consents to the jurisdiction of any Utah state or United States Federal court
sltting In Utah with respect to disputes arising out of this Security Agreement,
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18. Walver of Jury Trial. Debtor HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY LAW, ALL RIGHTS TO TRIAL BY JURY IN ANY
ACTION, PROCEEDING, OR COUNTERCLAIM (WHETHER BASED UPON CONTRACT,
TORT OR OTHERWISE) ARISING OUT OF OR RELATING TO THIS AGREEMENT OR
ANY OF THE TRANSACTIONS CONTEMPLATED HEREBY. Any legal action or
proceeding with respect to this Security Agreement must be brought in the federal or state
courts located in the State of Utah, unless Secured Party elects to bring such legal action
orpracesding elsewhere. Debtor hereby lrrevosably accepts for itself and in respect of its
property, generally and unconditionally, the jurlsdiction of the federal or state courts
located in the State of Utah as having propet venue. Debtor hereby Irrevocably walves any
objection which It may now or hereafter have to the laying of venue of any of the aforesald
actions or procsedings arising out of or in connection with this Security Agreement brought
in the aforesald Utah courts and Irrevocably walves and agrees not to plead or claim in any
such court that any such action or proceeding brought In any such court has baeen brought
in an Inconvenlent forum, and also consents to the service of process by any means
authorized by the State of Utah,

IN WITNESS WHEREOF, the parties hereto have caused this Security Agreement
to be duly executed and dellvered by thelr respective officers thereunto duly authorized as
of the date first above written.

Debftor:
CAMELOT FILM GROUP, INC., a Nevada

corporation

" Secufed Party: -
INCENTIVE CAPITAL, L.L.C, a Utah corporation

By:

, President
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COMMERCIAL GUARANTY

THIS COMMERCIAL GUARANTY (as the same may ftom time to time be 7

amended, restated or otherwise modified, “Guarangy”) is made as of theZ7° day of April, 2010,
by CAMELOT DISTRIBUTION GROUP, INC.,, a Delaware corporation in good standing In
the State of California, with a place of business at 10 Universal City Plaza NBC/Universal
Building, 20" Floor, Universal City, CA 91608, and its successors and assigns (“Guarantor*), in
order to induce INCENTIVE CAPITAL, LLC, a Utah limited liability company with offices at
2755 E. Cottonwood Parkway, Suite 100, Salt Lake City, UT 84121, and its successors and
assigns (“Lender”™) to extend credit (the “Loan™) to CAMELOT FILM GROUP, INC,, a
Nevada corporation in good standing in the State of California, with a place of business at 10
Universal City Plaza NBC/Universal Building, 20™ Floor, Universal City, CA 91608, and its
successors and assigns (*CFG”) (“CFG", also referred to herein as the “Borrower”), and in
conslderation thereof, and other good and valuable consideration, hereby unconditionally and
absolutely guarantees the punctua! and full performance of all Obligations (as hereinafter
defined) of CFG to Lender.

As used herein, “Obligations” means every liability, now or hereafter owing to Lender or
any affiliate of Lender (“Lender Affiliate”) by Borrower, and includes, without limitation, every
liability, whether owing by only Borrower or by Borrower with one or more others in a several,
Joint or Joint and several capacity, whether owing absolutely or contingently, whether created by
note, overdraft, guaranty of payment or other contract, or by a quasi-contract, tort, statute or other
operation of law, whether incurred directly to Lender or acquired by Lender by purchase, pledge
or otherwise and whether participated to or from Lender in whole or in part and all costs and
expenses, including attorneys’ fees, incurred by Lender in connection with the collectlon of any
portion of the indebtedness. Any capitalized terms used but not defined herein shall have the
meaning assigned it in that certain Promissory Note of even date herewlth between Lender and

Borrower (the “Note™).

Guarantor deems it to be in the direct pecuniary and business interests of Guarantor that
Lender extend credit to Borrower and understands that Lender is willing to extend credit to
Borrower only upon certaln terms and conditions, one of which is that Guarantor guarantee the
payment of the Obligations, and this Guaranty Is being executed and delivered in consideration
of Lender extending credit to Borrower and for other valuable consideration. Guarentor
acknowledges that the consideratlon for this Guaranty is not a mere recital and Is adequate

regardless of actual amount,

Unconditional Guaranty. Subject to the collection priority provislons contalned
hereinbelow, Guarantor hereby absolutely and unconditionally guarantees the prompt payment in
full of all of the Obligations as and when the respective parts thereof become due and payable.
Notwithstanding any provision to the contrary contained in this Guaranty or In any other
Guaranty held by Lender guarantecing the Obligations, Lender agrees that it shall seek
satisfaction of the Obligations in the foliowing order of priority: First, from the Borrower;
Second, from the Guarantor hereunder, pursuant to this Guaranty; Third, from Camelot
Entertainment Group, Ino pursuant to its Commercial Guaranty of the Obligations; and Fourth,
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from Robert P, Atwell, pursuant to his Quaranty of the Obligations, If the Obligations, or any
part thereof; shall not be paid in full when due and payable, then the Lender shall have the right
to proceed directly against the Borrower and the various Guarantors in the foregoing order of
priority to collect the payment in full of the Obligations, This Is a guaranty of payment and not
merely a guaranty of collection, and Guarantor hereby walves each and every guarantorship and
suretyship defense, generally unless otherwise hereln agreed. The “Obligor” means any entity, or
any of its property, that is or shall be obligated on the Obligations or any part thereof In any
manner and includes, without limitation, Borrower or Guarantor, and any other co-maker,
endorser, guarantor of payment, subordinating creditor, assignor, grantor of & security interest,
pledgor, mortgagor or any hypothecator of property. “Collateral® means, collectively, all
property securing the Obligations or any part thereof at the time in question.

Payments, Whenever Lender shall credit any payment to the Obligations or any part
thereof, whatever the source or form of payment, the credit shall be conditional as to Guarantor
unless and until the payment shall be final and valid as to all the world. Without limiting the
generality of the foregoing, Guarantor agrees that if any check or other instrument so applied
shall be dishonored by the drawer or any party thereto, or if any proceeds of Collateral or
payment so applied shall thereafter be recovered by any trustee in bankruptey or any other
person, Lender, in each case, may reverse any entry refating thereto on its books and Guarantor
shall remain liable therefore.

Continulug Guaranty, Regardless of the duration of time, and irrespective of any act,
omission or course of dealing whatever on the part of Lender, Guarantor's liabilities and other
obligations under this Guaranty shall remain in fuil effect until the payment in full of the
Obligations. Without limiting the generality of the foregoing:

(8  Lender shall not at any time be under any duty to Guarantor to grant any financial
accommodation to Borrower, irrespective of any duty or commitment, if any, of Lender to
Borrower, or to follow or direct the application of the proceeds of any such ﬁnancxal
accommodation except to the extent otherwlise provided herein.

(b)  Guarantor waives (i) notice of the incurring of any Obligations by Borrower or the
terms and conditions thereof, (ii) presentment, demand for payment and notice of dishonor of the
Obligations or any part thereof, or any other Indebtedness incurred by Borrower to Lender, and
(iti) notice of any indulgence granted to any Obligor However, Guarantor does not waive any
other notice to which Guarantor might be entitled, and Lender hereby agrees to provide such
notices to Guarantor.

(c)  Lender, in its sole discretion, may, without any prejudice to its rights under this
Guaranty, at any time or times, without notice to or the consent of Guarantor, and provided any
such action does not materially adversely affect Lender's obligation to seek payment of the
Obligations in the order of prlorlities set forth hereinabove, (i) grant Borrower whatever financial
accommodations that Lender may from time to time deem advisable, even if Borrower might be
in default in any respect and even if those financial accommodatlons might not constitute
indebtedness the payment of which is guaranteed hereunder; (ii) assent to any renewal, extension,
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consolidation or refinancing of the Obligations or any part thereof} (iil) grant any walver or
consent or forbear from exercising any right, power or privilege that Lender may have or acquire;
(iv) assent to any amendment, deletion, addition, supplement or other modification in, to or of
any writing evidencing or securing any Obligations or pursuant to which any Obligations are
created; (v) grant any other induigence to any Obligor; or (vi) accept any Coilateral for, or any
other Obligor upon, the Obligations or any part thereof.

(d)  Guarantors liabilities and other obligations under this Guaranty shall be absolute and
unconditional subject to the Lender's obligation to seek payment of the Obligations in the order
of priorities set forth hereinabove.

Warranties. Guarantor represents and warrants that (a) Guarantor has legal power and
right to execute and deliver this Guaranty and to perform and observe the provisions hereof; (b)
this Guaranty, when executed, is legal and binding upon Guarantor in every respect; (c) no
litigation or proceeding is pending or threatened against Guarantor before any court or any
administrative agency that would materially adversely affect Guarantor’s obligations to the
Lender hereunder; (d) Guarantor has received consideration that is the reasonable equivalent
value of the obligations and liabilities that Guarantor has incurred to Lender; (¢) Guarantor is not
insolvent, as defined in any applicable state or federai statute, nor will Guarantor be rendered
insolvent by the execution and delivery of this Guaranty to Lender; and (f) Guarantor does not
intend to, nor does Guarantor believe that Guarantor will, incur debts beyond Guarantor's ability

to pay such debts as they mature,

Solvency of Obligor. Without limiting the generality of any of the other provlisions
hereof, Guarantor specifically agrees that upon the dissolution of any Obligor and/or the flling or
other commencement of any bankruptey or insolvency proceedings by, for or against any
Obligor, including without limitation, any assignment for the benefit of creditors or other
proceedings intended to liquidate or rehabilitate any Obligor, and if the Borrower and other
Obligors as the case may be are not paying the Qbligations pursuant to the terms. of the Note in
the order of priorities set forth in this Guaranty, then Lender, in its sole discretion, may declare
the unpaid principal balance of and accrued interest on the Obligations to be forthwith due and
payable in full without notice. Upon the occurrence of any of the events enumerated in the
immediately preceding sentence, Guarantor shali, upon Lender's demand, whenever made, pay to
Lender an amount equal to the then unpaid principal balance of and accrued interest on the
Obligations.

Waiver. To the extent permitted by law, Guarantor waives any clalm or other right that
Guarantor might now have or hereafter acquire against Borrower or any other Obligor that arises
from the existence or performance of Guarantor's liabilities or other obligations under this
Guaranty, including, without limitation, any right of subrogation, exoneration, indemnification,
and any right to participate in any claim or remedy of Lender against Borrower or any Collateral
that Lender now has or hereafter acquires, whether or not such claim, remedy or right arlses in

equity, or under contract, statute or common law.



Notices. All notices, requests, demands and other communications provided for
hereunder shall be in writing and mailed or delivered at the address specified on the front page of
this Guaranty. All notices, statements, requests, demands and other communications provided
for hereunder shall be deemed to be given or made when delivered or forty-eight (48) hours after
being deposited in the mails with postage prepald by registered or certified mall, addressed as
aforesaid, or sent by facsimile with telephonic conflrmation of receipt, except that notices from
Guarantor to Lender pursuant to any of the provisions hereof shall not be effective untll received

by Lender,

Successors and Assigns. This Guaranty shall bind Quarantor and Guarantor’s successors
and assigns and shall inure to the benefit of Lender and its successors and assigns, Including
(without fimitation) each holder of any note evidencing any Obligations. If, at any time, one or
more provisions of this Guaranty is or becomes invalid, illegal or unenforceable in whole or in
patt, the validity, legality and enforceability of the remaining provisions shall not in any way be
affected or impaired thereby. This Guaranty constitutes a final wrlitten expression of all of the
terms of this Guaranty, is a complete and exclusive statement of those terms and supersedes all
oral representations, negotiations and prior writings, if any, with respect to the subject matter
hereof. The refatlonship between Guarantor and Lender with respect to this Guaranty is and shall
be solely that of debtor and creditor, respectively, and, except as otherwise provided hereln,
Lender shall have no fiduciary obligation toward Guarantor with respect to this Guaranty or the
transactions contempiated hereby; provided, however, that Lender shail have an obllgation to act
in good faith toward Guarantor with respect to this Guaranty or the transactions contemplated

hereby.

Collateral, This Guaranty is secured by all of the collateral described in the Security
Agreement of even date herewith between Borrower and Lender.

Independent Judgment. Guarantor (2) warrants that Guarantor has not relied on any
information about the Borrower, the Collateral, or any other Obligor provided diréctly or
indirectly by Lender; (b) warrants that Guarantor Is familiar with Borrower, Borrower’s affalrs,
and the Collateral; (c) warrants that Guarantor has been provided with ail information conceming
Borrower, Borrower’s affairs, and the Collateral that Guarantor has requested; (d) warrants that
Guarantor has had adequate opportunity to seek and evaluate professional advice concerning
Borrower, the Collateral, and this Guaranty from advisors of Guarantor’s choosing, including
financlal and legal advice; (e) agrees that Lender has no obligation to provide Guarantor any
information about the Borrower, any Obligor, or the Collateral; and (f) agrees that Guarantor may
not rely on any information about Borrower, any Obligor, or the Collateral provided by Lender.

Set Off. Guarantor: (a) agrees that upon the occurrence and continuation of an event of
default under the Obligations which is not waived by the Lender, Lender has the right, in addition
to all other rights and remedies available fo it, to set off the unpaid balance of the Obligations
against any debt owing to Guarantor by Lender; (b) hereby grants, pledges, and assigns to Lender
a security interest in, and lien upon, all cash, negotiable instruments, securities, deposit accounts,
and other cash equivalents, whether collected or in the process of collection, whether matured or
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unmatured, now or hereafter in the possession of Lender and upon which Guarantor has or may
hereafter have any claim; and (c) agrees, to the fullest extent Guarantor may effectively do so
under applicable law, that any holder of a participation in the Obligations, with the exception of
the applicable bank(s) which is (are) a holder(s) of a participation in the Obligatlons by virtue of
its banking relationship with Guarantor on unrelated accounts, may exercise rights of set-off or
counterclaim and other rights with respect to such participation as fully as if such holder of a
participation were a direct creditor of Guarantor pursuant to this Guaranty in the amount of such
panticipation.

Savings Clause. Notwithstanding anything to the contrary herein, the Guarantor’s
obligations hereunder shall not exceed the maximum amount that would not be subject to
avoidance under fraudulent conveyance, fraudulent transfer, and other similar laws.

Governing Law. The provisions of this Guaranty and the respective rights and duties of
Guarantor and Lender hereunder shall be governed by and construed in accordance with Utah law
and any applicable federal laws. Guarantor hereby itrevocably submits to the non-exclusive
jurisdiction of any Utah state or federal court sitting in Salt Lake County, over any action or
proceeding arising out of or relating to this Guaranty, or any document related to the Obligations,
and Guarantor hereby irrevocably aprees that all olaims in respect of such action or proceeding
may be heard and determined in such Utah siate or federal court. The Guarantor hereby waives
any objection that it may now or hereafter have to the venue of any such sult or any such court or
that such suit is brought in an inconvenient court.

Executed as of the date set forth above. CAMELOT DISTRIBUTION GROQUP, INC.

Robert P. Atwell, CEO
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COMMERCIAL GUARANTY

THIS COMMERCIAL GUARANTY (as the same may from time to time be
amended, restated or otherwlse modified, “Guaranty”) is made as of the day of April, 20190,
by CAMELOT ENTERTAINMENT GROUP, INC.,, a Delaware corporation, having a usual
place of business at 8001 Irvine Center Drive, Sulte 400, Irvine, California 92618, and its
successors and assigns (“Guarantor”), in order to induce INCENTIVE CAPITAL, LLC, a
Utah limited liability company with offices at 2755 E. Cottonwood Parkway, Suite 100, Salt
Lake City, UT 84121, and its successors and assigns (“Lender”) to extend credit (the “Loan™) to
CAMELOT FILM GROUP, INC., a Nevada corporation in good standing in the State of
California, with a place of business at 10 Universal City Plaza NBC/Universal Building, 20"
Floor, Universal City, CA 91608, and its successors and assigns (“CFG", also referred to herein
as the “Borrower®), and in conslderation thereof, and other good and valuable consideration,
hereby unconditionally and absolutely guarantees the punctual and full performance of all
Obligations (as hereinafter defined) of CFG to Lender.

As used herein, “Obligations” means every liability, now or hereafter owing to Lender or
any affiliate of Lender (“Lender Affillate”) by Borrower, and includes, without limitation, every
liability, whether owing by only Borrower or by Borrower with one or more others in a several,
joint or joint and several capacity, whether owing absolutely or contingently, whether created by
note, overdraft, guaranty of payment or other contract, or by a quasi-contract, tort, statute or other
operation of faw, whether incurred directly to Lender or acquired by Lender by purchase, pledge
or otherwise and whether participated to or from Lender in whole or in part and all costs and
expenses, including attommeys' fees, incurred by Lender in connection with the collection of any
portion of the indebtedness, Any capitalized terms used but not defined herein shall have the
meaning assigned it in that certain Promissory Note of even date herewith between Lender and

Borrower (the “Nore*).

Guarantor deems it to-be in the direct pecuniary aad business interests of Guarantor that
Lender extend credit to Borrower and understands that Lender is willing to extend credit to
Borrower only upon certain terms and conditions, one of which is that Guarantor guarantee the
payment of the Obligations, and this Guaranty Is being executed and delivered in consideration
of Lender extending credit to Borrower and for other valuable consideration. Guarantor
acknowledges that the consideration for this Guaranty is not a mere recilal and is adequate
regerdless of actual amount.

Unconditional Guaranty. Subject to the collection priority provisions contained
hereinbelow, Guarantor hereby absolutely and unconditionally guarantees the prompt payment in
full of all of the Obligations as and when the respective parts thereof become due and payable.
Notwithstanding any provisions to the contrary contained In this Guaranty or In any other
Guaranty held by Lender guaranteeing the Obligations, Lender agrees that it shall seek
salisfection of the Obligations in the following order of prlority: First, from the Borrower;
Second, from Camelot Distribution Group, Inc. pursuant to its Commercial Guaranty of the
Obligations; Third, from the Guarantor hereunder, pursuant to this Guaranty; and Fourth from
Robert P. Atwell pursuant to his personal Guaranty of the Obligations, If the Obligations, or any
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part thereof, shall not be paid in full when due and payable, then the Lender shall have the right
to proceed directly against the Borrower and the various Guarantors in the foregoing order of
priority to collect the payment in full of the Obligations. This is a guaranty of payment and not
merely a guaranty of collection, and Guarantor hereby waives each and every guarantorship and
suretyship defense, generally unless otherwise herein agreed. The “Obligor” means any entity, or
any of its property, that is or shall be obligated on the Obligations or any part thereof in any
manner and includes, without limitation, Borrower or Guarantor, and any other co-maker,
endorser, guarantor of payment, subordinating creditor, assignor, grantor of a security interest,
pledgor, mortgagor or any hypothecator of property. “Collateral” means, coilectively, all
property securing the Obligations or any part thereof at the time in question.

Paymenis. Whenever Lender shall credit any payment to the Obligations or any part
thereof, whatever the source or form of payment, the credit shall be conditional as to Guarantor
unless and until the payment shall be final and valid as to all the world. Without limiting the
generality of the foregoing, Guarantor agrees that if any check or other instrument so applied
shall be dishonored by the drawer or any party thereto, or if any proceeds of Collateral or
payment so applied shall thereafier be recovered by any trustee in bankruptcy or any other
person, Lender, in each case, may reverse any entry relating thereto on its books and Guarantor
shall remain liable therefore.

Continuing Guaranty, Regardless of the duration of time, and irrespective of any act,
omission or course of dealing whatever on the part of Lender, Guarantor's labilities and other
obligations under this Guaranty shall remain In full effect until the payment in full of the
Obligations. Without limiting the generality of the foregoing:

(8  Lender shall not at any time be under any duty to Guarantor to grant any flnancial
accommodation to Borrower, lrrespective of any duty or commitment, if any, of Lender to
Borrower, or to follow or direct the application of the proceeds of any such financial
accommodation except to the extent otherwise provided herein.

(b)  Guarantor waives (i) notlce of the Incurring of any Obligations by Borrower or the
terms and conditions thereof; (ii) presentment, demand for payment and notice of dishonor of the
Obligations or any part thereof, or any other indebtedness incurred by Borrower to Lender, and
(lit) notice of any indulgence granted to any Obligor. However, Guarantor does not waive (any
other notice to which Guarantor might be entitled, and Lender hereby agrees to provide such
notices to Guarantor.

(¢)  Lender, in its sole discretion, may, without any prejudice to its rights under this
Guaranty, at any time or times, without notice to or the consent of Guarantor, and provided any
such action does not materlally adversely affect Lender’s obligation to seek payment of the
Obligations in the order of priorities set forth hereinabove, (i) grant Borrower whatever financial
accommodations that Lender may from time to time deem advisable, even if Borrower might be
in default in any respect and even if those financial accommodations might not constitute
indebtedness the payment of which is guaranteed hereunders; (ii) assent to any renewal, extension,
consolidation or refinancing of the Obligations or any part thereof; (iii) grant any waiver or
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consent or fotbear from exercising any right, power or privilege that Lender may have or acquire;
(iv) assent to any amendment, deletion, addition, supplement or other modification in, to or of
any writing evidencing or securing any Obligations or pursuant to which any Obligations are
created; (v) grant any other indulgence to any Obligor; or (vi) accept any Collateral for, or any
aother Obligor upon, the Obligations or any patt thereof,

(d)  Guarantor's liabilities and other obligations under this Guaranty shall be absolute and
unconditional subject to the Lender’s obligation to seek payment of the Obligations in the order
of priarities set forth hereinabove.

Warrantles. Guarantor represents and warrants that (a) Guarantor has legal power and
right to execute and deliver this Guaranty and to perform and observe the provisions hereof; (b)
this Guaranty, when executed, is legal and binding upon Guarantor in every respect; (¢) no
litigation or proceeding is pending or threatened against Guarantor before any court or any
administrative agency that would materially adversely affect Guarantor’s obligations to the
Lender hereunder; (d) Guarantor has received consideration that is the reasonable equivalent
value of the obligations and liabilities that Guarantor has incurred to Lender; (¢) Guarantor is not
insolvent, as defined in any applicable state or federal statute, nor will Guarantor be rendered
Insolvent by the execution and delivery of this Guaranty to Lender; and (f) Guarantor does not
intend to, nor does Guarantor belleve that Guarantor will, incur debts beyond Guarantor's abifity
to pay such debts as they mature.

Solvency of Obligor. Without limiting the generality of any of the other provisions
hereof, Guarantor specifically agrees that upon the dissolution of any Obligor and/or the filing or
other commencement of any bankruptcy or insolvency proceedings by, for or against any
Obligor, including without limitation, any assignment for the benefit of creditors or other
proceedings intended to liquidate or rehabilitate any Obligor, and if the Borrower and other
Obligors as the case may be are not paying the Obligations pursuant to the terms of the Nots in
the order of priorities set forth in this Guaranty, then Lender, in its sole discretion, may declare
the unpaid principal balance of and accrued Interest on the Obligations to be forthwith due and
payable in full without notice. Upon the occurrence of any of the events enumerated in the
immediately preceding sentence, Guarantor shall, upon Lender's demand, whenever made, pay to
Lender an amount equal to the then unpaid principal balance of and accrued interest on the

Obligations.

Waiver. To the extent permitted by law, Guarantor walves any claim or other right that
Guarantor might now have or hereafier acquire against Borrower or any other Obligor that arlses
from the existence or performance of Guarantors liabilities or other obligations under this
Guaranty, including, without limitation, any right of subrogation, exoneration, indemnification,
and any right to participate in any claim or remedy of Lender against Borrower or any Collateral
that Lender now has or hereafter acquires, whether or not such claim, remedy or right arises in

equity, or under contract, statute or common law, ’/



Notices, All notices, requests, demands and other communlcations provided for
hereunder shall be in writing and mailed or delivered at the address specified on the front page of
this Guaranty. All notices, statements, requests, demands and other communications provided
for hereunder shall be deemed to be given or made when delivered or forty-eight (48) hours after
being deposited in the mails with postage prepaid by registered or certified mail, addressed as
aforesaid, or sent by facsimile with telephonic confirmation of receipt, except that notices from
Guarantor to Lender pursuant to any of the provisions hereof shall not be effective until received

by Lender,

Successors and Assigns, This Guaranty shall bind Guarantor and Guarantor’s successors
and assigns and shali Inure to the benefit of Lender and its successors and assigns, including
(without limitation) each holder of any note evidencing any Obligations, If, at any time, one or
more provisions of this Guaranty is or becomes invalid, illegai or unenforceabie In whole or in
part, the validity, legality and enforceability of the remaining provisions shall not in any way be
affected or impaired thereby, Thls Guaranty constitutes a final written expression of all of the
terms of this Guaranty, is a complete and exclusive statement of those terms and supersedes all
oral representations, negotiations and prior writings, if any, with respect to the subject matter
hereof. The relationship between Guarantor and Lender with respect to this Guaranty is and shall
be solely that of debtor and creditor, respectively, and, except as otherwise provided herein,
Lender shall have no fiduciary obligation toward Guarantor with respect to this Guaranty or the
transactions contemplated hereby; provided, however, that Lender shall have an obligation to act
in good faith toward Guarantor with respect to this Guaranty or the transactlons contemplated

hereby.

Collateral. This Guaranty is secured by all of the collateral described in the Security
Agreement of even date herewith between Borrower and Lender.

Independent Judgment. Guarantor (a) warrants that Guarantor has not relied on any
information about the Borrower, the Collateral, or any other Obligor provided directly or
Indirectly by Lender; (b) warrants that Guarantor is familiar with Borrower, Borrower's affiirs,
and the Collateral; (c) warrants that Guarantor has been provided with ail information concerning
Borrower, Borrower’s affairs, and the Collateral that Guarantor has requested; (d) warrants that
Quarantor has had adequate opportunity to seek and evaluate professional advice concerning
Borrower, the Collateral, and this Guaranty from advisors of Guarantor’s choosing, including
financial and legal advice; (e) agrees that Lender has no obligation to provide Guarantor any
information about the Borrower, any Obligor, or the Collateral; and (f) agrees that Guarantor may
not rely on any Information about Borrower, any Obligor, or the Coliateral pravided by Lender,

Set Off. Guarantor: (a) agrees that upon the occurrence and continuation of an event of
default under the Obligations which is not waived by the Lender, Lender has the right, in addition
to all other rights and remedies available to it, to set off the unpaid balance of the Obligations
against any debt owing to Quarantor by Lender; (b) hereby grants, pledges, and assigns to Lender
a security interest in, and lien upon, all cash, negotiable instruments, securities, deposit accounts,
and other cash equivalents, whether collected or In the process of collection, whether matured or
unmatured, now or hereafter in the possession of Lender and upon which Guarantor has or may
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hereafier have any claim; and (c) agrees, to the fullest extent Guarantor may effectively do so
under applicable law, that any holder of a participation in the Obligations, with the exception of
the applicable bank(s) which is (are) a holder(s) of a participation in the Obligations by virtue of
its banking relationship with Guarantor on unrelated accounts, may exercise rights of set-off or
counterclaim and other rights with respect to such participation as fully as if such holder of a
particlpation were a direct creditor of Guarantor pursuant to this Guaranty in the amount of such
participation,

Savings Clause. Notwithstanding anything to the contrary herein, the Guarantor's
obligations hereunder shall not exceed the maximum amount that would not be subject to
avoidance under fraudulent conveyance, fraudulent transfer, and other similar laws.

Governing Law. The provisions of this Guaranty and the respective rights and duties of
Guarantor and Lender hereunder shall be governed by and construed in accordance with Utah law
and any applicable federal laws, Guarantor hereby irrevocably submits to the non-exclusive
Jurisdiction of any Utah state or federal court sitting In Salt Lake County, over any action or
proceeding arising out of or relating to this Guaranty, or any document related to the Obligatlons,
and Guarantor hereby irrevocably agrees that all claims in respect of such action or proceeding
may be heard and determined in such Utah state or federal court. The Guarantor hereby waives
any objection that it may now or hereafter have to the venue of any such suit or any such court or
that such suit is brought in an inconvenient court,

Executed as of the date set forth above.

Guarantor:
CAMELOT ENTERTAINMENT GROUP, INC,
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LOAN MODIFICATION AGREEMENT

THIS LOAN MODIFICATION AGREEMENT (this “Modification Agreement’) is
made and entered into effective as of the 1 1th day of June 2010 (the “Effective Date”), by and
among Incentive Capital, LLC (“Lender"), on the one hand; and Camelot Film Group, Inc.
(“Borrower™), Camelot Distribution Group, Inc. ("CDG™), Camelot Entertainment Group, Inc.
(*CEG™), and Robert P, Atwell (“Atwelt”, and together with CDG and CEG, collectively, the
“Guarantors”), on the other hand. Lender, Borrower, and the Guarantors are sometimes
hereinafter collectively referenced as the “Parties”, and individually referenced as a “Pargy.” All
capitalized terms used but not defined herein shall have the meanings assigned them in the Loan
Documents. The following dre not mere recitals but agreed-to terms:

RECITALS

A. On or about April 27, 2010, Lender agreed to make a loan (the “Loan™) to
Bormrower pursuant to a Promissory Note — Term Loan, dated April 27, 2010, in the stated
principal amount of $650,000 (the “Note™).

B. The Note is secured by, among other things. that certain Security and
Participation Agreement dated April 27, 2010 (the “Participation Agreement”), under which
Lender is entitled to receive “Secured Party Initial Revenue Participation” (as defined in the
Participation Agreement) and “Final Secured Party Revenue Participation” (as defined in the
Participation Agreement) (collectively, the “Participation Payments”) from Borrower.

C. In order to induce Lender to make the Loan to Borrower, each of the Guarantors
executed and delivered to Lender a Commercial Guaranty (collectively, the “Guaranties” and
together with the Note, and the Participation Agrecment. and all other related agreements
executed by both Parties in connection with the Loan, (collectively, the “Loan Documents” as
further defined in the Note) dated April 27, 2010, whereby in the Guaranties each of the
Gunrantors guaranteed the obligations of Barrower to Lender under the Loan,

D. A disagreement has arisen between the Parties, wherein (i) Lender alleges a claim
against Borrower and the Guarantors for the failure 1o meet certain financial/operational
benchmarks and (ii) Borrower and the Guarantors deny such claims and allege a claim against
Lender for the failure to make onc or more advances under the Note (collectively the “Dispute™),

E. The Parties desire to enter into this Loan Modification Agrcement to address and
resolve the Dispute and other matters set forth herein.

E. Unless specifically and expressly modified herein, all remaining terms of the
Loan Documents shall remain in full force and effeet.

NOW, THEREFORE, in consideration of the mutual promises contained in this
Modification Agreement and for other good and valuable consideration, including the
forbearance by both Parties from instituting legal action, the receipt and sufficiency of the

consideration is hereby acknowledged. the Partics hereby agree as tollows;




AGREEMENT

I. Resolution. Subject to the terms, conditions and understandings contained in this
Modification Agreement, and for so long as there does not exist an “Event of Default” (as
defined in the Note). each of the Partics hereby agrees 1o refrain and forbear from exercising and
enforcing any of its remedies under the Loan Documents, or under applicable laws, with respect
to the Dispute. No Party shall have an obligation 1o rafrain and forbear from exercising or
enforcing any of'its rights or remedies upon the occurrence of an “Event of Default” (as defined

in the Note).

2. Modification. The Partics hereby agrez to the following modified Loan terms
and, to the extent nccessary 1o give them effect, hercby modif y the Loan Documents:

A. By no later than April 27, 2011 (the “Deadline”), Borrower shall use its
best efforts to generate sales from the exploitation of the “Liberation Assets” (as defined in the
Loan Documents)in an amount not less than $2.284,500 (the “Minimam Sales Targef").

B. In the event Borrower fails to meet the Minimum Sales Target by the
Deadline, then interest shalf accrue on the “Delicicney Amount” (defined as the difference
between Borrower's actual Liberation Assets gross sales and the Minimum Sales Target) at the
rate of 1.50% per month (the “Shortfall Interest™), commencing as of the Deadline, Borrower
shall make monthly payments of all accrued but unpaid Shorttall Interest on the last day of each
such month thereafter where there is acerued but unpaid Shortfall Interest, which payments shall
be made in cash or the “Cash Equivalent Stock™ ¢f CEG's common tradeable stock, in
Borrower’s discretion. Cash Equivalent Stoek shall be valued at the point of sale and shall be the

actual sale price of the stock,

C. Notwithstanding unything to the contrary in the Participation Agreement,
in each month as of the date hercol where *Camelol Revenue” (as defined in the Security and
Participation Agreement) from Borrower's exploitation of the Likeration Assets is greater than
$156,000 but less than $200,000 for that month, then in Tieu of the Parficipation provided for in
Paragraph 2 of the Participation Agreement. Borrower shall make Participation Payments to
Lender equal to 13% of the Camelot Revenues. In each such month where Camelot Revenues
from Borrower's exploitation of the Liberation Assets are equal to or greater than $200,000 for
that month. then in licu of the payments provided for in Paragraph 2 of the Participation
Agreement or in the abave senterce, Boirower shall make Participation Payments to Lender
cqual to 15% of'the Camelot Revenues. Notwithstanding the foregoing increased Participation
Payment percentages (collectively ar separately the “Inereased Participation Amounts”), once
Borrower has made ‘otal Participatior Payments to Lunder in the amount of $3 75,000 in the
aggregate during any one vear period, commencing as of April 27, 2010, then on the next month
after the month in which Lender has received total Partici pation Payments of $375,000, Lender
shall only receive Participation Pavments equal 1o 10% of Camelor’s Revenues as set forth in the
Security and Participation Agreement. 1¥'the payment of the Incressed Participation Amounts in
any given month for individua! title(s) from the Liberation Assets would result in a net loss to
Borrower for that month on suzh individual titie(s) (“Net Loss Titles™), then the Increased
Participation Amcunts that Borrrowe: shall pay 1a Lerd 2r shall be limited to the greater of 10%
of the applicable Catnelot Revenues for that me:ath on such specific title(s) and the percentage of
Camelot Revenues that would resul* in a break even for Borrower in net revenues for the month
(i.e., no net gain or loss for Rorrower from Revenues for that month), For months where any
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Increased Payment Amounts are: due 1o Lender hereunder, Borrower is limited to counting no
more than 35% of its individual titles as “Ne1 Loss Titles.” and Borrower shall pay such ,
Increased Payment Amounts on at least 65% of its title(s) whether or not such titles are in fact

Net Loss Titles.

3. Defauit. The occurrence of an “Event of Default” (as definced in the Note) shall
be deemed to include an occurrence of any such Event in connection with this Modification
Agreement (a “Modification Default™), and therefore, the failure of Botrower, or Lender, as the
case may be, to observe, perform or comply with any of the terms. conditions or provisions of
this Modification Agreement, shall be deemed a Modilication Default and subject the defaulting
Party 1o the vemedies s2 torth below,

4, Remedics. Immediately upon the occurrence of any Modification Defauit, the
obligations, agreements, and commitments of sach of the Parties under this Modification
Agreement to forbear [rom excreising its remedies against the other Parties granted in the Loan
Documents, shall immediately and automatically terminate and be of no further force or effect,
subject to the cure provision kelow. In the event of an alleged Modification Default by either
Party, the other Party shall provide written notification of such alleged Modification Default and
the alleged defaulting Party shall have thirty (30) days from the receipt of such notice to cure
such alleged Default. Notice of'an Event of Default may be provided by email, but if it is
emailed, it must a'so bi: actompanied by a notice sent vig U.S. Mail or facsimile. In the event
that such defaulting Party does not cure such alleged Event of Detault, then all remedies
available under th> Loau Documents shall be available 1o the applicable non-defaulting Party.

5. Successors and Assigns. This Modifieation Agreement shall be binding upon and
inure to the benetit of Borrower. the Guarantors. Lender and each of their respective heirs,
personal representatives, successors, and assigns. Borrower shall not assign any of his rights or
obligations under this Mcdification Agreement without the prior written consent of the Lender.

6. Time of Essenes. Time is of the essence for this Modification Agreement,

7. Loumerparts. “ais Modi fication Apreerent gy be executed in any number of

duplicate originals or counterpans, each of which duplicate originals or counterparts shall be
deemed to be an original and w! taken together shall constitute but one and the same instrument,

8. Severabijily. In case one or more vrovisions conlained in this Modification
Agreement shall be invalid. illepal. or uneaniorecasle in any respact under any law, the validity,
legality and enforceability of the remainmg provisions contained hercin shall remain effective
and binding and shull nov be ativcted or impaired thercby.

9. Ameidments. © hiz Modification Agreement may be amended, modified, or
supplemented only; by written i reement of the Parties. No provision of this Modification
Agreement may bz waived exceps in writing signed by the Party against whom such waiver is
sought 10 bz enforecd. '

10.  Continuing Erforceability. Exeepi as otherwise medified by this Modification
Agreement, the Loan Decuments shall remain in full foree and effect, enforceable in accordance
with all of their original terms and provisions. This Modification Agreement shall not be

}\/\/——/




effective or binding unless and uniil it is fully executed and delivered by Lender, Borrower, and
the Guarantors.

IN WITNESS WHEREOF, the Partics have executed this Loan Moditication Agreement
as of the Effective Date.

LENDER:
Incentive Capital, LLC

By, =
Name: Moo,
Title: N
Borrower: Guarantors: Cameclot Entertainment Group,
In
&
Camelot Film Group, Inc. Camelot Distribution Group, By:

Ine. Robert P. Atwell, President

/ 7
el U V4%
»I

Robert P, Atwdll, President

[

By: (| St
Robent P. Atwaf,

: ) e A
President Robert P. Atwell, individually

VI
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TRANSFER STATEMENT

The debtors, Camelot Distribution Group, Inc., Camelot Entertainment Group, Inc., and Camelot
Film Group, Inc. (collectively, “Debtor”), defaulted under their loan obligations to the secured
party, Incentive Capital, LLC (the “Secured Party”). As a result thereof, the Secured Party,
pursuant to its Notice of Disposition of Collateral by Public Sale dated February 9, 2011, did
conduct a public sale of the following personal property constituting a portion of Secured Party’s
collateral (the “Collateral”):

All of Debtor’s rights to the film library described herein below and referred to as
the “Distribution Assets”, along with all products and proceeds of or from (a) the
Distribution Assets; and (b) all accounts, negotiable instruments, chattel paper and
electronic chattel paper, general intangibles, proceeds, and monies derived from
the disposition or other exploitation of the Distribution Assets in all media, from
all sources, worldwide during the term hereof, The Distribution Assets include
without limitation the following films, and all of Debtot’s right, title and interest
therein, including distribution rights, royalty interests, and contract/account
payments: Samurai Avenger; First Strike; Screwball: The Ted Whitfield Story
(aka The Wiffler); The Fallen; One Lucky Dog (aka Weiner Dog Nationals);
Never Sleep Again; Hellraiser Unleashed; Fink!; Nude Nuns With Big Guns;
Zombie Culture; National Lampoons Dirty Movie; Who Is KK Downey; and Next

of Kin.

All of Debtor’s personal property assets and interests as more particularly
described in the Asset Purchase Agreement (the “Asset Purchase Agreement”)
dated April 28, 2010 between Camelot Film Group, Inc., a Nevada corporation,
on the one hand, and CMBG Adpvisors, Inc., a California corporation in its sole
and limited capacity as assignee for the benefit of ereditors-of Liberation Group,
Inc., on the other hand, and all products and proceeds thereof, including without
limitation (a) that certain film library referred to as the Liberation Assets (as
defined in the Asset Purchase Agreement); (b) all accounts, negotiable
instruments, chattel paper and electronic chattel paper, general intangibles,
proceeds, and monies derived from the disposition or other exploitation of the
Liberation Assets in all media, from all sources, worldwide duting the term
hereof; and (c) other assets of the Debtor as set forth in the Asset Purchase

Agreement,

The sale was held at 9:00 a.m. on February 21, 2011 at the Offices of Pia Anderson Dorius
Reynard & Moss, 299 S. Main Street, Suite 1710, Salt Lake City, Utah.

The successful bidder at the sale was Incentive Capital, LLC, who did purchase all of the said
Collateral for the price of $200,000.00. By this Transfer Statement, the undersigned attorney for
the Secured Party hereby memorializes the transfer of all of Debtor’s rights, title and interest in



and to the Collateral to Incentive Capital, LLC, with an address of 299 S. Main Street, Suite
1710, Salt Lake City, UT 84111. This transfer is being made “as-is” and “where-is” by the
Secured Party without warranty, express or implied, relating to title, possession, quiet enjoyment,
or the like in the foregoing described disposition.

D = —

Nathan S. Dorius
Attorney for Secured Party

DATED this 21* day of February 2011,
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CERTIFICATE OF SERVICE

Pursuant to FRCP 5, I certify that I am an employee of the law firm of WYMAN & ISAACS LLP,

and that on the date shown below, I caused service of a true and correct copy of the attached:
NOTICE OF MOTION AND MOTION TO INTERVENE; MEMORANDUM OF POINTS AND
AUTHORITIES IN SUPPORT THEREOF

to be completed by:

Scott
Scett

personally delivering
delivery via Nationwide Legal Services
sending via Federal Express or other overnight delivery service

depositing for mailing in the U.S. mail with sufficient postage affixed thereto

delivery via facsimile machine to fax no.
by E-Mail — PDF Format - I caused the foregoing document to be served by e-mail
transmission, in PDF Format, to each of the interested parties at the e-mail address
shown below.

electronic filing, and thereby delivery via e-mail to:

Hervey, Esq.
Plamondon, Esq.

Weintraub Genshlea Chediak
400 Capital Mall

Suite

1100

Sacramento, CA 95814
E-Mail: shervey@weintraub.com

splamondon@weintraub.com

Dated this 5th day of May, 2011

/s/ Lina Pearmain
Lina Pearmain
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Bruce Isaacs, Esq. (SB# 100926), bisaacs@wymanisaacs.com
WYMAN & ISAACS LLP

5757 Wilshire Blvd., Suite 475

Los Angeles, CA 90036

Tel: (323) 648-4141

Fax: (323) 648-4133

Attorneys for Intervenor
INCENTIVE CAPITAL, LLC

UNITED STATES DISTRICT COURT

o 55
= %% i CENTRAL DISTRICT OF CALIFORNIA
@ 5‘5‘%
T o2 8
C EI.g%’EDIS'TRIBUTION GROUP, INC., ) CaseNo.: CV11-01949 DDP (FMOx)
‘os2s )
= S Plaintiff, )
— VSED 4 ) [PROPOSED] ORDER RE MOTION TO
= 3° = ) INTERVENE
DOES 1 through 5865, inclusive, )
) Date: June 13, 2011
Defendant. ) Time: 10:00 a.m.
) Courtroom: "3"

(Filed Currently with Notice of Motion and
Motion to Intervene; Memorandum of Points
and Authorities in Support Thereof:
Declaration of Joseph G. Pia and [Proposed]
Complaint in Intervention for Copyright
Infringement)

[PROPOSED] ORDER RE MOTION TO INTERVENE
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On June 13, 2011, Intervenor Incentive Capital, LLC ("Incentive") motion for intervention came
on for hearing before the Hon. Dean D. Pregerson, United States District Judge. Bruce Isaacs of Wyman
& Isaacs LLP appeared on behalf of Incentive. Scott Hervey and Scott Plamondon, attorney of record for
Camelot Distribution Group, Inc. ("Camelot"), appeared on behalf of Camelot. The Court, having fully
considered all of the papers filed and oral argument, and all of the papers and pleadings on file in this
action, and for good cause appearing therefore:

IT IS HEREBY ORDERED that Incentive's motion for intervention is granted in its entirety.
The Court hereby finds as follows:

1. Incentive has demonstrated sufficient grounds to permit Incentive to intervene as a

Plaintiff in this action.

IT IS SO ORDERED.
DATED:
HONORABLE DEAN D. PREGERSON
UNITED STATES DISTRICT JUDGE
Presented by:
WYMAN & ISAACS LLP
By: s/Bruce Isaacs

Bruce Isaacs, Esq., No. 100926
Attorneys for Intervenor
INCENTIVE CAPITAL, LLC
5757 Wilshire Blvd., Suite 475
Los Angeles, CA 90036

[PROPOSED] ORDER RE MOTION TO INTERVENE
1
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CERTIFICATE OF SERVICE

Pursuant to FRCP 5, I certify that I am an employee of the law firm of WYMAN & ISAACS LLP,

and that on the date shown below, I caused service of a true and correct copy of the attached:

[PROPOSED] ORDER RE MOTION TO INTERVENE

to be completed by:

personally delivering

delivery via Nationwide Legal Services

sending via Federal Express or other overnight delivery service

X depositing for mailing in the U.S. mail with sufficient postage affixed thereto

delivery via facsimile machine to fax no.

by E-Mail — PDF Format - I caused the foregoing document to be served by e-mail

transmission, in PDF Format, to each of the interested parties at the e-mail address

shown below.

Scott Hervey, Esq.

Scott Plamondon, Esq.

Weintraub Genshlea Chediak

400 Capital Mall

Suite 1100

Sacramento, CA 95814

E-Mail: shervey@weintraub.com
splamondon@weintraub.com

Dated this 5th day of May, 2011

electronic filing, and thereby delivery via e-mail to:

/s/Lina Pearmain
Lina Pearmain

[PROPOSED] ORDER RE MOTION TO INTERVENE

2
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CONFOR]

Aol |

F'ILED

Bruce Isaacs, Esq. (SB# 100926), bisaacs@wymanisaacs.com

WYMAN & ISAACS LLP

5757 Wilshire Blvd., Suite 475 2011 HAY =5 PH 3: 4L
Los Angeles, CA 90036
Tel: (323) 648-4141
Fax: (323) 648-4133

2
)

3
it
e

By
[
-y

Attorneys for Intervenor
INCENTIVE CAPITAL, LLC

UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA

CAMELOT DISTRIBUTION GROUP, INC., ) CaseNo.: CV11-01949 DDP (FMOx)

)
Plaintiff, )

VS. ) DECLARATION OF JOSEPH G. PIA;

) [PROPOSED] COMPLAINT IN

) INTERVENTION FOR COPYRIGHT

)

)

)

INFRINGEMENT

DOES 1 through 5865, inclusive,

Defendant. :
Date: June 13, 2011

Time: 10:00 a.m.
Courtroom: "3"

(Filed Concurrently with Notice of Motion and
Motion to Intervene; Memorandum of Points

and Authorities in Support Thereof: and
[Proposed] Order)

DECLARATION OF JOSEPH G. PIA RE [PROPOSED] COMPLAINT IN INTERVENTION
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DECLARATION OF JOSEPH G. PIA

IJOSEPH G. PIA, hereby declare as follows:

1. I am an individual over the age of 18, and have personal knowledge of the facts set
forth herein.

2. I am a partner in the law firm of Pia Anderson Dorius Reynard & Moss (“PADRM”),
which is outside counsel in Utah to the Intervenor Incentive Capital, LLC (“Incentive Capital™).

3. Attached hereto as Ex. "1" is a true and correct copy of the proposed Complaint in
Intervention for Copyright Infringement.

4. On or about February 11, 2011, my law firm conducted a non-judicial foreclosure on
behalf of our client, Incentive Capital, at which we foreclosed upon any and all distribution rights in
and to the motion picture entitled "Nude Nuns with Big Guns (the “Motion Picture”).

5. In the instant case (the “BitTorrent Case”), Camelot Distribution Group, Inc.
(“Camelot”) has filed a copyright infringement action against various Doe Defendants with respect
to the Motion Picture. In the BitTorrent Case, Incentive Capital has filed a motion to intervene and
a complaint in intervention because Incentive Capital contends that it, not Camelot, is the owner of

the distribution rights to the Motion Picture by virtue of the non-judicial foreclosure which took

| befare the BitTorrent Case was filed.

6. Incentive Capital contends that Camelot is not the owner of the distribution rights to
the Motion Picture and, therefore, does not have standing to file, prosecute or prevail in the
BitTorrent Case. Rather, Incentive Capital, as the owner of the distribution rights to the Motion
Picture, contends that it is the party with standing and the real party in interest who is entitled to
file, prosecute and prevail in the BitTorrent Case.

7. Case No. CV11-02323 GAF(JEMXx) (the “Camelot Case”) is a case between Camelot
Entertainment, Inc., Camelot Film Group, Inc and Camelot Distribution Group, Inc. (the “Camelot
Entities”), on the one hand, and Incentive Capital, on the other, with respect to money due and
owing to Incentive Capital for the secured loans it made to the Camelot Entities to allow them to

acquire a film library, a library which includes the Motion Picture.

DECLARATION OF JOSEPH G. PIA RE [PROPOSED] COMPLAINT IN INTERVENTION
1
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8. The same parties, the Camelot Entities and Incentive Capital, have a similar action
pending in the Utah State Court which pertains to these same matters (payment due to Incentive
Capital and ownership of the distribution rights of the motion pictures in the film library, including
ownership of the distribution rights in and to the Motion Picture) and Incentive Capital has already
filed a motion to dismiss the Camelot Case or transfer it to the Utah State Court.

9. Incentive Capital’s motion to dismiss/transfer is on calendar for June 6, 2011 before
the Honorable Gary A. Feess.

10.  Attached to the memorandum of points and authorities as Exhibits “A” through “H”
are true and correct copies of transactional documents by which Camelot initially licensed the
distribution rights to the Motion Picture, by which Incentive Capital entered into the secured loan
transactions with the Camelot Entities and by which Incentive Capital acquired the distribution
rights to the Motion Picture.

11. Incentive Capital’s primary attorneys are based in Utah and my firm did not learn
about the BitTorrent Case until a few days ago. Once we learned of the BitTorrent Case, we
promptly filed this motion to intervene.

I declare under penalty of perjury under the laws of the State of California and the United
States that the foregoing is true and correct.

Executed this 5th day of May, 2011, at Salt Lake City, Utah.

/s/ Joseph G. Pia
JOSEPH G. PIA

DECLARATION OF JOSEPH G. PIA RE [PROPOSED] COMPLAINT IN INTERVENTION
2
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Bruce Isaacs, Esq. (SB# 100926), bisaacs@wymanisaacs.com
WYMAN & ISAACS LLP

5757 Wilshire Blvd., Suite 475

Los Angeles, CA 90036

Tel: (323) 648-4141

Fax: (323) 648-4133

Attorneys for Intervenor
INCENTIVE CAPITAL, LLC

UNITED STATES DISTRICT COURT

CENTRAL DISTRICT OF CALIFORNIA

INCENTIVE CAPITAL, LLC, a Utah limited ) CaseNo.: CV11-01949 DDP (FMOx)

liability company )
Plaintiff, )
Vs. ) COMPLAINT IN INTERVENTION FOR

) COPYRIGHT INFRINGEMENT
DOES 1 through 5865, inclusive, )
)
Defendant. )
)

INTRODUCTION

Plaintiff Incentive Capital, LLC (“Plaintif®” or “Incentive”) is the exclusive United States

distributor of the motion picture titled Nude Nuns with Big Guns (“the Motion Picture™).

The Defendants, and each of them, engaged in the distribution of the Motion Picture via one or

more peer-to-peer (“P2P”) networks through the use of software which operated using the BitTorrent

protocol.

The Plaintiff is informed and believes that the BitTorrent protocol is a digital communications

protocol capable of enabling users to distribute large files without placing a heavy load in the source

INTERVENTION COMPLAINT
1




computer network. Rather than downloading a file from a single source, the BitTorrent protocol allows
users to join a “swarm” comprised of multiple users hosting data on their personal computer to download
and upload data from each other simultaneously. A user who wants to make a file available that is not
already on this type of P2P system will first create a small torrent descriptor file which is then distributed
by conventional means (web, email, etc.). He or she then makes a complete copy of the file itself
available through a BitTorrent node. This original complete copy is known as a seed. Those who have
acquired the torrent descriptor file can give it to their own BitTorrent nodes which, acting as peers,
download it by connecting the seed and/or other peers. The file is then distributed by dividing it into
segments called pieces. As each peer receives a new piece of the file, that peer becomes a source of that
piece to the other peers, relieving the original seed from having to send a copy to every peer.

With BitTorrent, the task of distributing the file is shared by those who want it. Using the
BitTorrent protocol, it is possible for the seed to send only a single copy of the file itself to an unlimited
number of peers. When a peer completely downloads a file, it becomes an additional seed. This
eventual shift from peers to seeders determines the overall “health” of the file (as determined by the
number of times a file is available in its complete form). This distributed nature of BitTorrent leads to a
flood-like spreading of a file throughout peers. As more peers join the swarm, the downloading speed
and the likelihood of a successful down_lqz_id_ increases. Relative to standard Internet hosting, use of the
BitTorrent protocol provides a significant reduction in the original distributor’s hardware and bandwidth
resource costs. It also provides redundancy against system problems, reduces dependence on the original
distributor and provides a source for the file which is generally temporary and therefore harder to trace
than when provided by the enduring availability of a host in standard file distribution technighes.

THE PARTIES

1. Incentive is a limited liability company formed pursuant to the laws of Utah, with its
headquarters and primary place of business in Utah County, Utah.

2. The true names of Defendants are unknown to the Plaintiff at this time. Each Defendant is
known to the Plaintiff only by the Internet Protocol (“IP”’) address assigned to that Defendant by his or

her Internet Service Provider on the date and at the time at which the infringing activity of each

INTERVENTION COMPLAINT
2
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Defendant was observed. The Plaintiff believes that information obtained in discovery will lead to the
identification of each Defendant’s true name and permit the Plaintiff to amend this Complaint to state the
same.

3. Joinder of each of these Defendants is a single action is appropriate because each

Defendant was contemporaneously engaged in a coordinated effort with the other Defendants to

 reproduce and distribute Plaintiff’s copyrighted works to each other and hundreds of third parties via

BitTorrent protocol. Plaintiff’s claims against the Defendants therefore present issues of law and fact

common to all Defendants and all right to relief sought against Defendants arises from the same series of

transactions or occurrences.

JURISDICTION AND VENUE

4. Jurisdiction in the District Court is based upon 28 U.S.C. § 1331, federal question, in that

the action arises out of violations of the Copyright Act, 17 U.S.C. § 501 et. seq.
5. Venue is proper in the Central District of California or the District Court of Utah pursuant
to 28 U.S.C. §§ 1391 and 1400, in that a substantial portion of the events giving rise to the dispute arose

in those districts, the harm was sustained in those districts, and at least one Defendant is found in those

districts.
Rights in Motion Picture
6. Plaintiff is licensed with the exclusive right to distribute the Motion Picture in the United

States for any and all media platforms, including but not limited to theatrical, home video, television and
Internet. Plaintiff obtained this exclusive right from the prior holder of the exclusive license — Camelot
Distribution Group, Inc. — through non-judicial foreclosure on or about February 11, 2011,

7. Camelot Distribution Group, Inc. was licensed with the exclusive right to distribute the
Motion Picture in the United States for any and all media platforms, including but not limited to
theatrical, home video, television and Internet, and was granted that exclusive right from the producer of

the Motion Picture on or about September 22, 2009.
8. The producer of the Motion Picture owns the copyright in the Motion Picture and filed a

copyright registration application to register the copyright in the Motion Picture on September 29, 2010.

INTERVENTION COMPLAINT
3




The producer previously registered the screen play for the Motion Picture on August 11, 2009 (Pau
003440659).

9. The Plaintiff is informed and believes that each Defendant, without the permission or
consent of Plaintiff, made use of one or more P2P networks to download a copy of the Motion Picture
and distributed the Motion Picture to the general public, by making the Motion Picture available for
distribution to other users of the P2P network.

10.  The Plaintiff does not know the true identity of the Defendants. The Plaintiff has
identified or will identify each Defendant by the IP address assigned to that Defendant by his or her
Internet Service Provider on the date and at the time at which the Defendant’s infringing activity

occurred.

11. The Defendants knew, or should have known, that they did not have the right to copy or

distribute the Motion Picture.
FIRST CLAIM FOR RELIEF

(Copyright Infringement, 17 U.S.C. § 501)
(Against All Defendants)
12. Plaintiff re-alleges and incorporates herein by reference the allegations in paragraphs 1

through 11 ab_oveasifsct forth in full. _
13.  Plaintiff is the holder of the exclusive right to distribute the Motion Picture in the United

States in all media.

14.  Defendants, and each of them, infringed Plaintiff’s distribution rights in and to the Motion
Picture through the conduct alleged herein, including, but not limited to, downloading a copy of the
Motion Picture without authorization from Plaintiff, and distributing copies of the Motion Picture by,
among other activities, making a copy of the Motion Picture available for others to download and further
distribute to other users, all without authorization from Plaintiff, in violation of 17 U.S.C. § 501.

15.  The infringement of Plaintiff’s distribution right in the Motion Picture was willful and
intentional. Each Defendant knew that they did not have the right to copy or distribute the Motion Picture

because they did not have the authorization from Plaintiff (or the producer) to do so. The Motion Picture

INTERVENTION COMPLAINT
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identifies and acknowledges the producer as the copyright owner, and the Defendants knew they did not
have the producer’s (or Plaintiff’s) authorization to distribute the Motion Picture. The Motion Picture
also contains a warning which informed each Defendant that copying the Motion Picture is unlawful.

16.  Defendants’ infringing action have caused Plaintiff injury in the form of lost sales, lost
profits, and a reduction in market price for the Motion Picture because Defendants are making the illegal
P2P copies of the Motion Picture available for free. Plaintiff continues to be injured by this reduction in
market price, and it will take many years for the market to recover to the point where Plaintiff can charge
its customary, proper retail price, and in fact the market may never recover to that point. Defendants’
infringing actions therefore entitle Plaintiff to recover its actual damages and Defendants’ profits in
accordance with 17 U.S.C. § 504. Plaintiff may, at its election, recover statutory damages in accordance
with 17 U.S.C. § 504(c).

17. Defendants’ infringing actions have caused, and continue to cause, irreparable injury to
Plaintiff’s ability to distribute the Motion Picture by making the Motion Picture available for no charge
over various P2P online networks. Defendants’ actions therefore entitle Plaintiff to temporary,
preliminary and permanent injunctive relief pursuant to 17 U.S.C. § 502.

18.  Defendants’ infringing actions also entitle Plaintiff to recover its full costs in bringing this
action, including reasonable attorneys’ fees pursuant to 17 U.S.C. § 505.

WHEREFORE, Plaintiff prays for judgment as set forth below.

PRAYER
AS TO THE FIRST CLAIM FOR RELIEF
(Copyright Infringement)
(Against All Defendants)
1. For an order requiring Defendants, and each of them, to show cause, if any they have, why

they should not be enjoined as hereinafter set forth, during the pendency of this action, pursuant to 17

U.S.C. § 502;

INTERVENTION COMPLAINT
5
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2. For a temporary restraining order, a preliminary injunction, and a permanent injunction, all
requiring Defendants, and each of them, and their respective officers, directors, agents, attorneys, servants

and employees, and all persons acting under, in concert with, or for them:

a. to refrain from distributing or copying the Motion Picture without express, written

authorization from Plaintiff; and

b. to turn over to Plaintiff or destroy all copies of the Motion Picture in their control
Or possession;
3. For actual damages and Defendants’ profits pursuant to statute, 17 U.S.C. § 504;

4. For statutory damages pursuant to 17 U.S.C. § 504;

5. For costs of suit and Plaintiff’s reasonable attorneys’ fees according to statute, 17 U.S.C. §
505; and

6. For such other and further relief as the Court may deem just and proper.
DATED this 5 day of May, 2011. WYMAN & ISAACS LLP

By: /s/Bruce Isaacs, Esq.

Bruce Isaacs
Attomeys for Intervenor Incentive Capital, LLC

INTERVENTION COMPLAINT
6
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CERTIFICATE OF SERVICE

Pursuant to FRCP 5, I certify that I am an employee of the law firm of WYMAN & ISAACS LLP,
and that on the date shown below, I caused service of a true and correct copy of the attached:

COMPLAINT IN INTERVENTION FOR COPYRIGHT INFRINGEMENT

to be completed by:
I personally delivering

delivery via Nationwide Legal Services

sending via Federal Express or other overnight delivery service

depositing for mailing in the U.S. mail with sufficient postage affixed thereto

delivery via facsimile machine to fax no.

by E-Mail — PDF Format - I caused the foregoing document to be served by e-mail
transmission, in PDF Format, to each of the interested parties at the e-mail address

shown below.

X electronic filing, and thereby delivery via e-mail to:

Scott Hervey, Esq.

Scott Plamondon, Esq.

Weintraub Genshlea Chediak

400 Capital Mall

Suite 1100

Sacramento, CA 95814

E-Mail: shervey@weintraub.com
splamondon@weintraub.com

Dated this 5th day of May, 2011

/s/Lina Pearmain
Lina Pearmain
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CERTIFICATE OF SERVICE

Pursuant to FRCP 5, I certify that I am an employee of the law firm of WYMAN & ISAACS
LLP, and that on the date shown below, I caused service of a true and correct copy of the attached:
DECLARATION OF JOSEPH G. PIA; [PROPOSED] COMPLAINT IN INTERVENTION
FOR COPYRIGHT INFRINGEMENT
to be completed by:
- personally delivering

delivery via Nationwide Legal Services

sending via Federal Express or other overnight delivery service

X depositing for mailing in the U.S. mail with sufficient postage affixed thereto

delivery via facsimile machine to fax no.

by E-Mail — PDF Format - I caused the foregoing document to be served by e-mail
transmission, in PDF Format, to each of the interested parties at the e-mail address

shown below.

. electronic filing, and thereby delivery via e-mail to:

Scott Hervey, Esq.

Scott Plamondon, Esq.

Weintraub Genshlea Chediak

400 Capital Mall

Suite 1100

Sacramento, CA 95814

E-Mail: shervey@weintraub.com
splamondon@weintraub.com

Dated this 5th day of May, 2011

/s/Lina Pearmain
Lina Pearmain




