Pronlssory Note
Term Xoan

$650,000.00 April 27,2010

FOR VALUE RECRIVED, CAMELOT FILM GROUP, INC., a Nevada corporation quelified
to do business In Califorala with a place of business at 10 Universal City Plaza NBC/Universal Bullding,
20* Floor, Universal City, CA 91608 (“Borrower”), shall pay to the order of INCENTIVE CAPITAL,
LLC, a Utah limited llability company with a place of businoss at 2755 B, Cottonwood Parkway, Sults
100, Salt Lake Clty, UT 84121, and its successors and assigns ("Lender"), the prinoipal amount of Six
Hundred Fifty Thousand and No/100 Dollacs ($650,000.00) plus interest from this date untll patd, The
principal amount together with acorued Interest thereon shall bo due and payable on January 31, 2011
(“Maturlfy"). Lender has advanced the initiel principal amount of $500,000 to Borrewer, Within fourteen
(14) days from the dato that Borrower makes at least one “Distribution Payment™ (defined bolow and In
the Security Agreement, Incorporated hereln by thls reforence, to Lender as et forth hereln and In the
Seourlty Agresment, Lender shall advance $60,000 to Borrower (“Additlonal Principal Amount”); the
remaining $90,000 (the $150,000 constituting the “Operniional Advance”) shall bo disbursed to
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 alf other obligations under this Note and the reisted loan
documents exccuted cancunrently herowith (the “Loaw Docutnents™); and (b) all representations and
watrantles by Borrawer and the Guarantors In the Loan Documents belng true and accurate; and $45,000
to Borrower on or before June 27, 2010, whioh shall bo conditioned upon (o) Lender’s reasonable
satisfaction with Borrowers efforts to explolt the Liberation Assets being purchased with the Initial
principal advance hersunder upon confirming that all of the representations and warsanties of Borrower
aro acourate and upon recolving at least ono other (a second) distrlbution payment on the 10% of gross
(dofined as the “Distribution Payments®) set forth In the Security Agresment (incorporated hereln by this
roforence). Any and all Distribution Payments to Lender must bo accompanied by verifiablo
documentation supporting the calculation of the distribution amount. In other words, the Distribution
Payment must actually bs derived from 10% of the gross revenue generated from the exploltation of the
Library as further sot forth In this and the other contemporaneous doouments exeouled herewith.

Intereat, Borrowor shall pay Intorest on all principal amounts advanced herounder at tho cate of
one and one-half percent (1.5096) per month, ‘All computations af intereat shall bs made on the basis of a
360-day year and pald for the actual number of days elapsed. Whether or not this Nole Is prepald,
Botrowor shall pay Londer no loss than six (6) months of fnterest — or nine percent (9%) — on tho
prinoipal amount advenced hereunder.

Paymenis, Commenoing May 27, 2010, and continulng on the 27" day of each consecutive
month untll Maturity, Borrower shall pay intorest thon acerued and unpaid on tho outstanding balanco of
this Note. At Maturity or the earller accoloration of this Note, Borower shall pay the entire principal
amount, plus all acorued and unpald interest and fees duo es set forth in the Loan Documonts herelnafter
dofined. Borrower shalf make alf payments on this Note fo Lender at its address stated above, or at such
other placs as tho Lender or any other holder of thls Note may designate, Borrower may make
prepayments of principal at eny time, For any payment due under this Note not made within ten (10)
Business Days afier {ts duo date, Borrower shall pay a late fee equal to the greater of five percent (5%) of
the amount of the payment 110t made or $50.00. Lender shall apply all payments received on this Note to
any unpald Jate cherges and prepayment premiums (if any), acorued and unpaid interest then dus and
owing, and the reduction of principal of this Note, In such order and In such amounts ss Lender may

| W


http:one-halfpercont(l.SO
http:1650,000.00
http:Unlver.11
http:Unlver.al
http:650.000.00
http://dockets.justia.com/docket/utah/utdce/2:2011cv00288/79558/
http://docs.justia.com/cases/federal/district-courts/utah/utdce/2:2011cv00288/79558/1/2.html
http://dockets.justia.com/

determine from timo to time, The sum or sums shown on Lender’s records shall be rebuttably

presumptive of the corceot unpald balance of princlpal and interest on this Note, If any payment conss

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

followlng the payment date and pay the additional Interest acorued to the date of payment, “Business

g{ag"‘ t1‘1’1‘::\:4 & day of the year on which banks are not required or authorized by law to closo In Salt Lake
(] e

Fees, As additlonal consideration for the extension of oredit by Lender svidenced by this Note,
Bomawer shall pay Lender (8) & olosing fes, and (b) an origination fes, each In the amount of Sixtesn
Thousand Two Hundred Fifty Dollacs ($16,250.00), for & tolal of Thicty Two Thousaud Flvo Hundred
Dollars ($32,500.00), on or bafore the date of Maturity, The sald closing fee and origination fos shall be
included in the prinolpal amount of this Note and shall be deemed a ptinolpal advance under the terms of
this Note, and sald fees shall boear Interest under this Note as zet forth horoin above, As further
caonaideration, $20,000 In logal fees shall be withheld by Lender as follows: $10,000 from the Additlonal
Prinofpal Amount; $5,000 from the May 27, 2010 Operational Advance; and $5,000 from the June 27,
2010 Operational Advance,

Default Rate, At Lender's eleotion, without notlce or demand, Borrower shall pay interest at the
rate of thres and onte-half percent (3.50%) psr month (“Defunlt Rate”) on the outstanding balance of this
Note during the period that any Bvent of Default exlsts (as defined bolow), on past due interest on this
Noto, on all other amounta payable to Lender by Borrower In connectlon with this Noto, and on any
unsatisfled judgment on this Note. In no event, however, shall thoe interest rate on this Noto oxceed the

highest rate permitted by law,

Warranties, The Borrower and esch Guarantor Koreunder reprosents and warrants to the Lender
(which representations and warranties will survive the delivery of the Note) that:

1. Borrower and Guarantors aro each corporations duly organized, validly existing and In good
standing under the laws of the State of Incorporation of each as set forth hereln and has all requisite
power and authority to own its property and to oamry on iis business as now belng conducted, to execute
and deliver this Note and all other instrumonts, agrcomonts, and documents entered into from time to
time, evidencing or securing this loan or any obligation of payment thereof or performance of Borrowet's
or Guarantors' obligations in connection with the transactions conteraplated hereunder, ezch as amended
(eolleotively referred (o as "Loan Docunenss”), and to carry aut the provisions and conditions of the
Noto and Losn Documents. Borrower Is duly quelified fo do business and Is In good standing in every
Jurlsdlotlon where the fulluro to 50 qualify would have a materlal adverso offect,

2. Borrower and Guarantors have full power, autharity and logal right to Inour tho obligatlons
provided for In, and o execute and deliver and to perform and abserve the tenms and provisions of this
Noto and the Loan Documents; each of them has besn duly oxsouted and delivered by Borrower and
Guarautors and havo beon authorized by all required action; Borcower and Guarantors have obtained ali
requisite consents to the transactions contemplated thereby; and this Note and the Loan Documents
constitute the Jegal, vatld and binding obtigations of Borrower and Quarantors enforceable against
Borrower and Guarantors In accordance with thelr respectlve terms, except as the enforcesbility thereof
may biol;im{ted by applicable bankruptoy, insolvency or other similar laws affecting creditors’ rights
generally,

3. Nelther the exeoution and delivery of this Note and the Lonn Doouments, nor the eontpliance
by Borrower and Guarantors with the terms and conditions of this Note and the Loan Documents, nor the
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consununation of the transaotions contemplated thereby, will confllot with or result In & breach of the
Atrticlos of Incorporation or Code of Rogulstions, av applicable, or other governing documenis of
Borrowor or Quarantors, ot any of the terms, condltions or provisions of any agreement or Instrument or
any chartor or other corporate restriotion or law, regulation, rule or order of any governmental body or
agonoy to which Borrower or Guarantors aro now a patty or is subject, or imposition of a llen, charge or
encumbrance of any nature whatsosvar upon any of the property or assets of Borrower or Guarantors
purguant to the terms of any such agreoment or instrument,

4. No consent, approval, autharlzation or order of any court or governmenta! agency or body Is
required for tho consummation by Borrowor or Guarantors of the transactions contemplated by this Note
and the Loan Dacuments,

5. Nelther the Borrower nor elther of the Quarantors Is (i) in materlal default undor any
Indenture or contraot or agreement to whioh it Is & party or by which it is bound; (i) In violation of its
articles of incorporation or Code of Regulations, as applicsbls, or any other governing document; (fif) in
default with respect to any order, writ, InJunction or deores of any court; or (iv) In default under any
ordor or Hoonso of any foderal or state governmental department. There exists no conditlon, event or act
which constitutes, or after notice or lapse of time or both would constltute, an Bvont of Dofault,

6. The Borrower has furnished to the Lender financlal assumptions which, in the opinion of
Borrower, fultly and accurately reflect the financlat assumptions for the operations of Bomower, and
there has beon no materlal ndverse change in the Borrower’s finanoil prospeots since that date which
would require revision of the sams.

7. The Bomrower represents and warcanis that (he international salos projections previously
provided by Borrower In connection with the partles® inltlal torm sheot shali not vary by more than 25%
Tess than that represented therein on tho estimated low value and short torm sates potentiat 10% columns .,
A copy of the Intemnational sales prajections is attached herato as Bxhibit A.

Colinteral/Guaranties, Borrower has scoured this Note with one or more seourity agreements
of even date herewlith, This Note Is guarantced by esch of (a) Camelot Distribution Group, Ino, a
Nevada corporation qualificd to do business In Californla with places of bualness at 318 North Carson
Street, Suite 208, Carson City, Nevada 89701 and at 10 Unlversal City Plaza NBC/Unlversal Building,
20% PFloor, Unlversal Clty, CA 91608; (b) Camelot Brtertalament Group, Ine,, a Delaware corporation
qualified to do business in Californla with a place of business at 10 Universal City Plaza NBC/Univerzal
Bullding, 20 Floor, Universal Clty, CA 91608; and (c) Robort P, Atwell, with an address of 28852
Rockport Drive, Laguna Niguel, CA 92677 (Individually and colleotively, “Gurarantors™) under guaranty
agresments of oven dato herewith. As used I this Note, the term “Obligor” means (i) & person whoso
oredit or any of whose property [s pledged to payment of this Nots and includes, without limitation, any
Guarantor; and (i) any signatory to a Loan Dosument.

Even{s of Dofaunlt. The acourrence of any oiie or more of the following events shall constituts
an Bvent of Default undor this Note:

1. 1 (a) the interest hereunder or any commitment or other foe due under the Loan Doouments
shall not be pald in full punctually when due and paysble or within five (5) Buslneas Days thereafier, or

(b) the principal hereof'shall not be pald in full punctuatly when duo and payable. '/



2. If Borrower or any Obligor falls to perform or observe any covenant or agresment (othor than
a8 referred to In (1) above) contalned In this Noto or in any other of the Loan Documents, and such
ﬁﬂl;;m remalns unromodied for thirty (30) days after the Lender gives notice thereof to Borrower or such
Obligor,

3, If any representation, warranty or statement made In or pursuant to this Noje 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 false or scroncous, .

4, If (a) any material provision, In the sole but reasonable oplaion of Lender, of this Noto or auy
Loan Document shall at any time for any resson ceaso to he valld, binding snd enforceable against
Borrowor or any Obligor; (b) the validity, binding effest or enforceability of this Note or any Loan
Document agalnst Borrower or any Obligor shall be contested by Borrower or any Obligor without legal
Justificatlon; (c) Botrower or any Obligor shall deny that it has any or further Habllity or ohligation
thoreundor without logal Justification; or (d) any Loan Document ehall be terminated, Invaiidated or set
aslde, or be declared ineffective or Inoparative or {n any way cease to glve or provide to Londer the
benefits purported to be created thereby without legal justification,

5. If eny ovent of default or defuult shall ocour under any other Loan Documnent, or if under any
Loan Document any payment is required to be mads by Borrowor or any Obligor on demand of Lender,
such demand is made but such payment Is not made,

6. If Borrower shall default in the payment of prinolpal or Interest due and owlng upon any other
aterial obligation for borrowed money, beyond any period of graco provided with respect thereto or in
the psrformance or observance of any other agresment, torm or condition contalned In any agrecoment
under whioh auck obligation 1s croated, If the effect of such defsult Is to alfow the accelortion of the
maturity of such Indebtedness o to pormit the holdor thoreof to cause such Indeblsdness to become due
prior to ite stated maturity and such defanit Is not cured by Botrower,

7. A final Judgment or order for tho payment of a material amount of money shall be rendered
agalnst Borrowor or any Obligor by a coutt of compstent jurisdiotion, that remalns unpaild or unstayed
and undlscharged for & period (during whioh exeoutlon shall not bo effectivoly stayod) of thirty (30) days
aftec the date on which tho right to appeal has explred.

: 8, There shall have ocourred any condition or event that Londer roasonably determines has or is
reasonably likely to have a materfal adverse effect on (a) the businoss, operations, property or condition
(financial or otherwise) or prospects of Borrower; (b) the business, operations, praperty or condltion
(financial or otherwize) of Borrower and its subsidiaries, If any, taken as a whole; or (c) the valldity or
enforceabllity of this Note or any of the other Loan Dacuments ot the rights and remedles of Lender
hereunder or thereundor,

9, If Borrower ot any Obligor shall (a) dlscontinue businass, (b) genorally not pay its debts as
such dobls becomo duo, (o) make a general assignment for the benefit of creditors, (d) apply for or
consent to the appolutment of a recelver, a oustodlan, a trustee, an interim trustes or liquidator of all ora
substantial part of ita assets, (o) bs adjudicated a debtor or have enterod against it an order for relief
undor Title 11 of the United States Code, as tho same may bo amended from time to time, (f) filo &
voluntary petition in bankruptoy or file a petition or an answer seeking reorganization or an arrangement
with oreditors or seeking to take advantage of any other law (whether federal or state) relsting to rellef of
dobtors, or admit (by answer, by dofault or othorwlso) the materlal altegations of'a petition filed against it
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in any bankruptoy, reorganizatlon, insolvency or other proceeding (whether federal or state) relating to
relief of deblors, (g) suffer or pormit to continue unstayed and In effeot for thirty (30) consecutive days
any Judgmont, decrco or order entered by a court of compelent jurisdiction, that approves a petition
seeking its reorganization or appolints & receiver, custodian, trustee, Interim trustes or Hquidator of all or
a substential part of its assots, or (h) take any action in order thoreby to offeot any of the foregoing, or
omit to fake, any aotion In order to prevont any of the foregoing.

Remedles upon Default, If any Event of Default ahall ocour, Lendor may, at its election, and
without demand or notico of any kind, do any one or more of the followlng:

1. Deoclare all of the Borrower's obligations to Lender under this Note immediately due and
payablo, whereupon all unpaid prinoipal, Interost and fees In respect of this Nots and tho Loan
Doouments, togethor with all of Lender®s costs, expenses and attomeya* fees rolated thereto, under the
terms of this Note or othenwise, shall bo immediately duc and payable;

2. Bxorolse any and all rights and remedies available to Londer undor any applicablo law;

3. Bxerolss any and all rights and remedies granted to Lender under the terms of thls Note and
any of the other Loan Documents; and/or

4, Sot off the unpald balance hereunder agalnst sny debt owing to Borrower by the Lendor.

Governing Law. This Noto shall bo coustrued and enforced under the laws of the State of Utah
and any applicable federal Iawas, Time is of the essence [a the payment of this Note. Al grace periods in
this Note and all other Loan Dacumonts shall run consurreatly,

Notices. All noticos, requosts, domands and other communications provided for horeunder shall
be fn writing and, If fo Borrower, malled or delivered to it, 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
speolfied on the front pago of this Note. All notices, statements, roquests, demands and other
communications provided for hereunder shall be deemsed-to bs given or made when delivered or forty-
elght (48) hours after being deposited in the malls with postsge prepald by registered or cortified mall,
addrossed as aforesald, or sent by faosimilo with telephonic confirmation or recelpt, except that notices
Mmdgamvor to Lender pursuant to any of the provisions hereof shall not be offective untll recelved by
Lender.

Binding Effect, This Note shall be blading upon the Borrower and upon Borrowver's respective
helrs, successors, assigns and logal representatives, and shall fnurs to the beneflt of the Lendor and its
successors, endorsees and assligns,

Awmendments, Any amendment hercof must bs In writing and signed by the party sgainst whom
enforcoment ls sought, Unenforceabllity of any provision hereof shall not affect tho enforeeabllity 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 ovidence with the same offect as the originel itself in any
Judlolal or adminlstrative praceeding, whether or not the orlginal Is in existence.

Indemnification, Inoconsideration of this loan, Borrower hoveby releases and discharges Lender
and [ts shareholders, directors, officers, smployees, agonts and attomeys (colleotively, “Refated Parties”)
from any and all clalme, demands, liabllity and causes of sction whetsoever, now known or unknown,
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arising out of or any way rolated to any of the Borrower's obligations hereunder or under the Loan

Documents provided the Lender complies with its obligations to Borrower under this Note and the Loan

Doouments, Borrower shall indemalfy, defend and hold harmless the Lender and the Related Partles

against any olaim brought or throatoned against the Lender by the Botrower, any Guarentor or endorser

hereof, or any othor person on account of Lender's relationship with the Botrower or any Guarantor or

mmbzcl:lemf provided the Lender complies with its obfigations to Borrower under this Note and the
mhl

No Walver. Nono of the followlng will be a course of dealing, estoppel, walver, or implied
amendment on which any patty to thls Note or any Loait Document may rely: (1) Lender’a acceptance of
one or moro lato or partial payments; (2) Lendee*s forbearance from exeroising any right or remedy under
this Note, or any dosument providing securlty for or guaranty of repayment of this Note; or (3) Lender’s
forbearanco from exerclsing any right or remedy under this Note or any Loan Dooument on any ons or
more occasions. Lender's exorclse of any rights or remedles or a part of a right or remedy on one or
imore occasions shall not presiude Lender from oxerolsing the right or remedy at any other time, Lender's
rights and remedles under this Note, the Loan Doouments, and the faw and In equity are oumulative to,
but independent of, ench other,

Costs, Expenses, Fees and ‘Taxes, Borrower agrees to pay on demand ali costs and expenses of
Lender, Inotuding but not [Imited to (a) administration, trave! and out-of-pooket expenses, including but
not Himited to reasonable attorneys® feos and oxpenscs, of Lender In connection with tho proparation,
negotlation and closing of the Loan Doouments and the administration of the Loan .Doouments, the
collectlon and disbursement of all funds hereunder and the other Instruments snd documents to be
dellvered hereunder, (b) extraordinary oxpensos of Lendor in éonnection with the administration of this
Noto and the other Loan Documents, (o) the reasonable fees and out-of-pocket expentes of special
coungel for Lender, If any, with respeot to the foregoing, and of looal counse, if any, who may be
relained by said apeolal counsel with respect thereto, (d) all fees due In any of the Loan Documeonts, and
(¢) all costs and expenses, Inoluding ronsonable atiorneys® fees, in connection with the determination of
Lender's llen priority In any collateral securing thls Note, or (he restructuring or enforcement of this Note
or any Loan Document. In addition, Borrower shall pay any and all stamp and other taxes and fees
payablo or determined to be payable In conneotlon with the execution and delivery of any Loan
Dooument, end the other Instrumeants and documents (o be delivered hereunder, snd agrees to hold
Lender harmless from and agalnst any and all liabilities with respect to or resuliing from any delay in
paying or omisslon to pay such faxes or fess, Notwithstanding anything to the contrary contalned
hereinabove, Lender expressly agrees that Borrower shall pay Lender a cumulative tolal of no more than
$10,000 for all foos and cxpenses roforonced in sections (a), (b) and (o) above upon Lender's providing
Botrower with blils or Involoes for all such fees aud oxpenses, ’

Borrower Walvers, Borrower walves presentment, demand, notice, profest, and all other
g‘u;;qnda and notices in conneotion with dolivery, acceptanco, performance, dofault, or onforcsment of
oo,

Jurlsdietion, Borrower hereby Irrevocably submiis to the non-exclusive jurisdiction of any Uteh
stato or faderal court sitting In Sait Lake City, Utal, over any actlon or proceeding arislug out of or
relating to this Note, and Borrower hereby Irrevocably agrees that all claims In respect of such sotlon or
proceeding may be heard and determined in such Utah state or federa! court. Borrower hereby walves
any objection that it may now or hereafter have to the venuo of any such sult or any such court or that
such sult s brought In an inconvenlont court. .
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Jury Trlal Waiver, BORROWER WAIVES ANY RIGHT TO HAVE A JURY PARTICIPATE
IN RESOLVING ANY DISPUTE, WHETHBR SOUNDING IN CONTRACT, TORT OR OTHERWISE,
BETWEEN LENDER AND BORROWER ARISING OUT OF, IN CONNECTION WITH, RRLATED
TO, OR INCIDENTAL TO THE RELATIONSHIP ESTABLISHED BETWEEN THEM IN
CONNECTION WITH THIS NOTE OR ANY OTHER INSTRUMENT, DOCUMENT OR
AGREEMENT EXECUTED OR DELIVBRED IN CONNECTION HERBWITH OR THB
TRANSACTIONS RELATED THERETO,

Borrower:

Guarantors:

Camelot Distribution Group, Ine,




Exhibit A
Avalls by Key Territory Summary
# Avail

Territory

IS (Fmr USSR}
Benelux
Buigaria

Czech
Fmr Yugo
France
Germany

Spain
United Kingdom
S Africa
Thatland
Middle East
Turkey
Japan
Australia/NZ
Latin America
USA
Canada

Total

PTV

261
290

261
187
286
292
290
265

269

287

Low

$5,000

$1,500
$1,500
$3,000
$4,000
$5,000
$1,500
$1,000
$2,000
$2,000
$5,000
$3,000
$8,000
$10,000
$4,000

Estimated
Total Value
(low)

$652,500
$580,000
$289,000
$732,000
$291,000
$1,435,000
$1,550,000
$574,000
$586,000
$1,365,000
$861,000
$433,500
$498,000
$873,000
$1,044,000
$935,000
$429,000
$252,000
$580,000
$530,000
$1,390,000
$807,000
$2,064,000
$2,870,000
$1,184,000

$22,845,000 $2,284,500

Sales
Potential
(10%)
$65,250
$58,000
$28,900
$73,200
$29,100
$143,500
$155,000
$57,400
$58,600
$136,500
$86,100
$43,350
$49,800
$87,300
$104,400
$93,500
$42,900
$29,200
$58,000
$53,000
$139,000
$80,700
$206,400
$287,000
$118,400

Short Term Med

Estimated short Term

Total Value
{med)

$1,305,000
$1,160,000
$578,000
$1,098,000
$436,500
$2,296,000
$3,100,000
$1,148,000
$1,172,000
$2,184,000
$1,435,000
$867,000
$996,000
$1,746,000
$2,088,000
$1,870,000
$858,000
$584,000
$1,450,000
$1,060,000
$2,502,000
$1,614,000
$3,612,000
$4,305,000
$2,072,000

$41,536,500 $4,153,650

Sales
Potential
(10%)
$130,500
$116,000
$57,800
$109,800
$43,650
$229,600
$310,000
$114,800
$117,200
$218,400
$143,500
$86,700
sggpsm
$174,600
$208,800
$187,000
$85,800
$58,400
$145,000
$106,000
$250,200
$161,400
$361,200
$430,500
$207,200
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