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otherwise, (x) wiil not result in a breach of or constitute a default under (|) the certifioate of
Incorporation or bylaws or other charter provision of Dabtor, or (i) any other agreement or
insfrument to which Debtor Is a party or by which any of the Coilateral Is bound except, in
the oase of clause (il), where such breach or default would not have a material adverse
effact on the Coilateral or on the business, operations or financlal condition of Debtor, (y)
will not violate any law or any rule or regulation of any administrative agency or any order,
writ, injunctlon or decree of any court or administrative agency, 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 to obtaln such consent would nothave a materlal adverse effect
on the Collateral or on the business, operations or financial condition of Debtor.

(e) Perfaction, Debtor's exact legal name, type of organization and
Jurisdiction of organization is set forth In the Introduction of this Security Agreement.
Debtor's organizational Identifioation number {8, NV20061248701. Debtor's principal place
of business Is located at the address set forth on the date hereof in Section 14 of this
Securlty Agreement. Upon (f) the execution and dellvery of this Security Agresment by
Debtor; and (lf) the proper and timely filing of a financing statement with the Secretary of
State of Nevada, the Secured Parly will have a first perfected first priority security interest
in and to the Collateral. ‘

Employment of Jamie Thotmpson: 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
Presldent of Debtor to, among other responsibilities, manage and supervise Debtor's
general business operations, including without imitation services in connection with the
exploitation of the Liberatlon Assets. Debtor hereby acknowledges and agrees that it
shall use its best efforts to continue Thompson's Employment Agreement for a period
of five (6) years from the date hereof. During sald period of the Employment
Agreement, Thompson shall be primarily rasponsible for the exploitation of the
Liberation Assets.

g . Debtor covenants and agrees that untii such time as

6.
the Note is indefeasibly paid or otherwise satlsfied in full, unless the Secured Party shall
otherwise consent in writing: :

(a) Conduct of Business and Maintenance of Assets and Licenses,
Debtor shall do or cause to be done ali things reasonably necessary to preserve in full
force and effect its existence, its corporate powers and authority, Its qualifications to carry
on bualness in all applicable jurisdictions, and all rights, Interests and assets necessary to
the conduct of Its business, except where the fallure. to do so does not have a materlal
adverse effect on the financlal condition or aperations of Debtor.

(b)  Protection of Securily and Legal Proceedings. Debtor shall, atlts own
expense, take any and all actions reasonably necessary to preserve, protect and defend
the security Interests of the Secured Party in the Collateral and the perfection and priority
thereof ageinst any and all adverse claims, including appearing In and defending allactions
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and proceedings which purport to affect any of the foregeing. Debtor shall promptly
reimburse the Secured Party for any and all sums, including costs, expenges and actual
attorneys' fees, which the Secured Parly may pay or incur In defending, protecting or
enforcing lts security Interest In the Collateral or the perfection or priority thereof,

() Paymentof Taxes. Debtor shall pay orcauseto be pald all taxes and
other levies with respect o the Collateral when the same become due and payable, except
for any taxes which are belng diligently contested in gaod faith by approptriate proceedings
and for which appropriate reserves have been established.

(d)  Useand Maintenance of Collateral. 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; malntain all of the Collateral in good condition,
reagsonable wear and tear excepted, and keep accurate and complete books and records
pertalning to the Coliateral in accordance with generally accepted accounting principles,
except where the fallure to do any of the foregoing does nothave a material adverse affect
on the Collateral or the Secured Party's rights therein.

(6) Inspection. Debtor shail 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 thetightto
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 Parly
such Informatlon regarding the financlal condition or business of Debtor or the Collateral as
the Secured Party may reasonably request, and ali such Information hereafter furnished to
:he lSﬁcurecl Party by Debtor will be true and correct in all material respects when
urnished.

Notifloation. Debtor shall notify the Secured Party In wiiting withinten
(10) business days of the occurrence of any event which materially adversely affects the
value of the Collateral, the ability of Debtor or the Secured Party to dispose of the
Collateral or the rights and remedies of the Secured Party in relation thereto.

7.  Negatlve Covenapts. Debtor covenants and agrees that until such time as
the Note Is indefeasibly pald or otherwise satisfied in full, without the prior written consent
of the Secured Party:

(a) Sale ot Hypothecation of Collateral. Debtor shall not directly or
indlrectly, whether voluntarily, involuntarlly, by operation of law or otherwise (f) sell, assign,
license, 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,
transfars, exchanges, leases or loans in the ordinary course of the Debtor's business; nor
() create or permit to exist any lien on or with respect to any of the Collateral. The
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Inclusion of “praceeds" as a component of the Collateral shall nothe deemed a consent by
the Secured Party to any sale, assignment, transfer, exchange, lease, loan, granting ofan
optlon with respect to or disposition of all or any part of the Collateral.

() Change of Location or Nams. Debtor shall not, without giving to the
Secured Party at least thirty (30) days' prior written notice (i) move its principal place of
business; (Il) change its name, lts trade or flctitious buslness name(s) or lts organizational
identification number; (lli) keep Collateral at locations other than its principal place of
business, except as otherwise disclosed to Secured Party in writing; or (V) change its type
of organization, jurisdiction of organization or other legal structure.

8.  Secured Party Appointed Attorney-in-Fagt. Debtor hereby appolnts the
Secured Parly as Debtor's attorney-in-fact 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 disoretion to take any action and to execute any instrument which the
Secured Parly may deem necessary or advisable to accomplish the purposes of this
Seourity Agreement, Debtor acknowiedges that the foregoing grant of power of attorney s
coupled with an interest and is Irrevocable. :

9, Secured Party May Perform. If Debtor falls to perform any agresment 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 actlons
of Secured Party under this section be construed as a walver or cure of any such fallure.

10. emedies upon Default,
(a) “Event of Default* shall mean the occurrence of any of the following events:
L, The fallure of Borrower to pay the Note when due.

It. The fallure, refusal or neglect of Debtor, Borrower or any guarantor fo
observe or perform for any reason any of the covenants, conditions, agresments or
provisions contained In this Security Agreement or in any of the other agreements or
instruments referenced herein or contemplated hereby (referred to herein individually as a
“Loan Document® and collectively 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
o(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 (16) days- the Debtor shallbe
entltled to cure the same within filteen (15) days of Debtor's recelpt of written notice from
Secured Party of the accurrence of such fallure, refusal or neglect.

ll.  Any representation or warranty made by Debtor, Borrower or any
guarantor In any Loan Dacument or any report, certificate, financial statement or other
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instrument furnished by or on behalf of Debtor In connection with any Loan Document shall
prove to have been false or misleading In any material 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 securlty 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 milght materially adversely affect (a) Its abliity to perform lts obligations under any
Loan Document: andfor (b) the Collateral andfor the Secured Party's rights therein,
remains unpald, unstayed or undismissed for a period of more than forty-five (46) days.

vl.  Debtor shall be dissolved or shall sustain the loss, cancellation or
forfeiture 'of its legal status or good standing by reason of any judiclal, extrajudiclal or
administrative proceedings or otherwise, or shall (a) apply for or consent to the
appolintment 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 wiiting its inabliity to, pay its debts as they
mature; (6) make a general assignment for the benefit of creditors; (d) be adjudicated a
bankrupt or insolvent; (e) file a voluntary petition In bankruptcy or a petition or an answer
seeking reorganization or an arrangement for the benefit of craditors or take advantage of
any Insolvency law In its capacity as a debtor; (f) Interpose an answer admitting the
material allegations of the petition filad against Debtor In any bankrupfcy, reorganization or
insolvency proceedings; (g) take any action which would have the effect of dlssolving
Debtor; or (h) take any action for the purpose of effecting any of the foregelng.

vii. Any (a) involuntary petition is flled against Debtor seeking to subject
Debtor to any bankruptoy, insolvency or similar taws 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 against Debtor by any court of competent jurisdiction approving
a petltion sesking its reorganization or appointment of a receiver, 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 period of forty-five (45) days.

(b) I an Eventof Defauit exists, the Secured Party may exercise one or more of
the following rights and remedies at any time or times and without notice to or demand
upon Debtor:

() Declare the Note to be forthwith due and payable, whereupon the
Note shall be accelerated and shall become immediately due and payable without
presentation, demand or notlce of any kind to the Debtor (all of which are hereby walved
by Debtor ), except that If an Event of Default specified In Sections 9(a)(vl) and (a)(vil)
shall ocour, such acceleration shall be automatic and no declaration or other act of
Secured Party shall be necessary to effect such acceleration;

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

P [~
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whether by sult in equity or by action at law, or both, whether for the specific performance
of any covenant, agreement or other provision of any of the Loan Documents or any other
legal or equitable right or remedy of Seoured Party;

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

(a) Collections, ete. Secured Party may demand, sua for, collector
recelve, In the name of Secured Parly or in the name of Debtor, or otherwise, any money
or property at any time 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 so), or extend the time of payment,
arrange for payment in Installments, or otherwise modify the term of, or release, any of the
Collateral, without thereby Incurring responsibliity to discharge, or discharging, or otherwise
affecting any llabllity of Debtor hereunder. Secured Party shall nothe required to take any
steps to preserve any rights against other parties tothe Collateral, Secured Parly 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 llen or encumbrance
on the Collateral; and

(b) Possession and Sele of Collateral, eto. Secured Parly may
exercise 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 remedies otherwise avallable to it, In addition, Secured Party may notify any and all
account debtors of the Debtor to make all 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 recelve such possesslon 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
Secured Party shall not be obligated to do so). With or without taking such possession,
Secured Party may sell or cause to be sold, whenever Sacured 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 (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
credit 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
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 bidding and making
setlement or payment of the purchase 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
Seoured Party) at any such sales shall thereafter hold the Collateral purchased absolutely
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free from any claim or right of whatever kind, including any equlty of redemption of the
Debtor, any such demand, notice, clalm, right and equity being hereby expressly waived
and released. Debtor agree that, to the extent notlce of sale shall be requlred by law, at
least ten (10) days' hotlce of sale to the Debtor of the time and place of any public sale or
the time after which any private sala Is to b made shall constitute reasonable notiflcation.
Sacured Parly shall not be obligated to make any sale of the Collateral regardless of notlce
of sale having been given, Secured Party 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 which it was so adjourned. Debtor hereby
walve any clalms against Secured Party arlaing 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 offeres, provided such private
sale is conducted in a commerclally reasonable mannet.

(c)  Appointment of a Recelver. Upon the ocourrence 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 recelver.

(d) Power of Attornay. Debtor doss hereby irrevocably make,
constlitute, and appoint the Secured Parly and its designees as Its true and lawful
attorney-In-fact, with full power In the name of Secured Party and/or Debtor, fo take the
following actlons upon the occurrence of an Event of Default: to endorse any notes,
checks, drafts, maney 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 inorderto
carry out the terms, covenants, and conditions of this Security Agreement which are
required fo be observed or performed by Debtor, to execute such other and further
mortgages, pledges and assignments of the Collateral as Secured Parly may requlre for
the purpose of protecting, maintaining, or enforcing the security interests granted to
Securad 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 itention of this Security
Agreement and the other Loan Documents; and Debtor hereby ratifies and confirms all the
Secured Party, 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 notlfy Debtor priorto
any such endorsement, execution or action and to provide Debtor with a reasonable perlod
to endorse or exacute the subject documents on Debtor's own behalf. Such powers of
aftorney are coupled with an Interest and are therefore Irrevacable.

(¢) Rights and Remedies Cumulative. No right or remedy
conferred upon Secured Party herein or in any of the other Loan Dosuments or otherwise
avallable at law or In equlty (or both) shall be exclusive of any other right or remedy
contalned herein or thereln or otherwise made available. All such rights and remedies are

I~
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cumulative and are not exclusive of any right or remedy which Secured Party may
otherwise have.

Applloation of Proceads. Any cash held by the Secured Party
as Collateral and all cash proceeds recelved by either of the Secured Parly in respect of
any sale of, collectlon from, or other realization upon all or any part of the Collateral may, in
the discretlon 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 Secured Party agalnst
all or any part of the Note In such order as the Secured Party ghall elact. Any surpius of
such cash or cash proceeds held by elther of the Secured Parly and remaining after
payment In full of all the Note shail be pald over fo Debtor or to whomsoever may be
lawfully entiled to receive such surplus.

11.  Llabllity 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 exercise such powers. Nothing In this Security Agreement shall be deemed to
constitute an assumption by elther of the Secured Party of any liability ot obligation of the
Debtor with respect to any of the Collateral, The Secured Party shall not be liable to elther
Debtor for any act (including, without limitation, any act of active negligence) or omission by
the Secured Party under this Security Agreement unless the Secured Party's conduct
constitutes willful misconduct or gross negligence. Debtor agrees to indemnify andto hold
the Secured Party harmless from and against all losses, liabliities, claims, damages, costs
and expenses (including reasonable attorneys' fees and disbursements) with respect to(a)
any action taken (including, without limitation, any act of active negligence) or any omission
by elther of the Secured Party with respect to the Payment Obilgations or this Security
Agreement, provided that Secured Party's conductdaes not constitute wiiiful misconduct or
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 agrees to pay upon demand to the Secured Party any and
all reasonable expenses, including 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 reallzation
upon, any of the Collateral, (b) the exercise or enforcament of any of the rights of the
Secured Party under the Payment Obligation and/or this Secutrity Agreement, and (o) the
fallure by Debtor to perform or observe any of the provisions of the Payment Obligation
and/or this Security Agreement.

13, Security Interest Absolute. Al rights of the Secured Party and security
interests hereunder shall be absolute and unconditional irrespective of:

(@) anylack of valldity or enforceabliity of the Purchase Agreement orany

other Loan Document; V/
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{(b) anychange inthe time, manner or place of payment of, orin any other
term of, all or any of the Note, or any other amendment or walver 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 provision of this
Security 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 specflo instance
and for the specific purpose any party for which given.

16. Notices. All notices, requests, demands and other communloations required
or permitted to be given hereunder shall be in writing and shall be deemed to have heen
duly given if delivered by messenger or ovarnight delivery service, or sent by first clags mail
(or alr mall where avallable), postage prepaid, certified or registered, return recelpt
requested, as set forth In the Purchase Agreement or at such other address as may be
fumished in writing. Any notice given by messenger or overnight dellvery service as
pravided In this Section 16 shall be desmed given 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 avallable), postage prepaid, certified or
registered, return recelpt raquested shall be deemed given five (5) business days afterthe
date of malling, Any party may by notice to the other change the address at which notices
and demands may he given to it,

18.  Continuing Securlty Interest: Release of Seoutity Interest Upon Payment.
This Security Agreement shall create a continuing security Interest in the Collateral and
shall (a) remain in full force and effect untit indefeasible payment or other satlafactlon 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 benefit of the Sscured
Party and its successors, transferees and assigns, (d) constitute the entire agreement
between Debtor and the Secured Party with respect to the subject matters covered hereby,
and {e) be severabie In the event that one or more of the provisions hereln s 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 hereln and exacute such termination statements
as may be necessary therafore, to the extent that such Collaterai shall not have been sold
or otherwise applled pursuant to the terms hereof,

17. Return of Collateral. Subjectto any duty Imposed by iaw or otherwise to the
holder of any subordinate lien on the Collateral known to the Secured Parly, and subjectto
the direotion of a court of competent juriadlction, upon payment in full of the Note, Debtor
shall be entitled to the return of all Coflateral belonging to Debtor In the possession of the
Secured Parly; provided, however, that the Secured Party shall not be obligated to return
to Debtor or deliver to the holder of any subordinate lien any such Collateral untif it is

-10- -' V/
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satlsfled that all amounts with respect to the Note are no longer subject to being recaptured
under applicable bankruptcy or insolvency laws or otherwise. The return of Collateral,
however effected, shall be without recourse to the Secured Party and the Secured Party
shall be entitied to receive appropriate documentation to such effect. The return 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 Securlty Agresment 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 construgd 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 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
praceeding with respect to this Sacurlty Agreement must be brought in the federal or slate
courts located in the State of Utah, unless Secured Party elects to bring such legal action
or proceeding 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 ifrevocably waives any
objection which [t may now or hereafter have to the laying of venue of any of the aforesaid
actlons or proceedings arlsing out of or In connaction with this Security Agreement brought
In the aforesald Utah courts and irrevocably walves and agrees not to plead or claim Inany
such court that any such action or procseding 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 hareta have caused this Security Agreement

to be duly executed and delivered by thelr respective officers thereunto duly authorized as
of the date first above wiitten.

‘Debtor: '
CAMELOT DISTRIBUTION GROUP, INC,, a

Nevada corporation Z :
o[l V—/
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Secured Party:
INCENTIVE CAPITAL, LL.C, a Utah corporation

By:

, President

1. P
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smsme ey,

SECURITY AND PARTICIPATION AGREEMENT

THIS SECURITY AND PARTICIPATION AGREEMENT ("Security Agreement"),
dated. as of April 27, 2010 by and between Camelat Film Group, Inc., a Nevada
corporation ("Debtor’) and incentive Capital, LLC, a Utah limited Nabllity company
("Secured Party"), is made with reference to the following faots:

A. Debtor has executed or shall exeoute and dellver to Secured Party
simultaneously herewlth that certaln Promissory Note -Term Loan (the “Note") In the
original principal amount of $660,000 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 herelnafter described as securlly for the prompt and complete payment of the
payment and other obligations of the Debtor to the Secured Party under the Note.

C. Debtorhas agresd to grantthe Secured Party a continuing profit participation
in the revenue actually raceived by Debtor from the Debtor's exploitation of the Liberation
Assets, as set forth in this Security Agreement,

D.  The properly covered by this Sscurity Agreement Includes ceriain assets
(the “Liberation Assets”) purchased substantially 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, Ine. ("CMBG") pursuant to an Asset Purchase
Agreement of even date (the "Asset Purchase Agresment”) as well as other assefs of
Debtor as set forth herelnbelow.

E.  Secursd Parly and CMBG have entered into an Intercreditor Agreement (the
“Intercreditor Agreement’) contemporaneously herewith setting forth the agreed rightsand
obligations of each as seoured parties with respsct to the Liberation Assels, It being
expressly understood and agreed that Secured Parly shall at all times have and malnteln &
first priorlty securlfy interest in the Liberation Assete, and CMBG shall at all imes have and
maintain a second priority securlty interest in the Liberation Assets, '

NOW, THEREFORE, in consideration of the foregoing and the mutual promises and
other agreements hereinafter contained, and subject to the terms and conditions of the
Intercreditor Agreement, Debtor hereby agrees with Secured Party for the benefit of
Secured Party as follows:

1. Grant of Securlty Interest,

Debtar heraby grants to the Secured Party a continuing first priority
sacurity Interest 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 elsctronic
chattel paper, general Intangibles, procesds, and monles derived from the disposition or

W
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athér expléifation of fhe:Libgralion:Assetsifn.allimedis, from all sotirces, Wwotldwlde dirlng
the terrn. herdof; aind (o) ‘othier-assets of-the Deblor 8- set forth on sald Schedule 1
(collectively; the "Collateral”y , Termsused fir this Securlty Agreemént are used as defined

In {))-the Utah Uniform Commiergiat-Code In effect from: time-to time; or- () the Asset
Purchase Agreament;

2,

. {8y :Gammencingion the ddte of this Security Agresment, the Dabtor shiall
pay-to tie-Seglirsd Party ter paréant %0%) of:one’liundred parcent (100%) of all gross
revenues actudlly-received thereafter by Debtor within 14 days of recslving any such
faverius, GMGR of thielr respective subsidiailes; sliacessors and dgsigns (collectively

‘iGamelol); from any-third:parly paying-Camelot:revenues In:conneoction with Camelot's
axploltation of the Libsration-Assets in allmedla; worldwlde, from:all sources (the*Camalot
Revenya"), for.an Initlal paried of five: (6): years: ('Initlal:Period") from the date of this
Secutlly Abreentent(“Secursd Party Initial. Revenug Pariéipation”), After the Initial Period,

Gamelot shall pay the'Seeured Paity two arid one-half petcent (2.6%):of all such revehes,

calgulated as-set foith-abiove: (the “Final Securéd Party Revenye:Particlpation”), it being
understood that the Secured Paily hall rédelye the Final Secured Party Revenue
Partiolpation: for so long-as Garmielot tecelves Camelot Revenus from explolling the
Ligeration Asgets.. In the event of:a $ale.ofall.or'a portior of the Liberation Assets to a
{hlrd party during the lrilttal Perlod; the Secured Party shall recelve ten percent (10%) of the
mohles recelved by Canmnelot from sych’ sale;:provided, rowever, that If such sale occurs
after the Initlal Period, then the :Segured Party shall receive two and ongshalf percent
(2.5%) of-the monles recefved by-Camelot from. such sale. Payments shall be made
payable to Indentive.Capital; LEC..

(B)  Debiprshall render detalled:statements (ncluding, withaut imitatlon,
an acaounting of all raveriie and expensesrelated to the dispasition or other exploltation of
the Collateral arid jts:several patts)to the'Secured Paity on a:quartarly basis, commencing
as.0f the-end of the fitst quarter In which Debtor recelves any Camelot Revenue, Each
 stalement shall be délivered to: Seicured Party within sixty:(80) days after the-end of the
applicable quarter; accampanled vith paynient of this-applicable:amount, If any, shown due

to'Secured Farly. In addition to the quarterly.detalled-accounting.of Camelot Revenueand
expenses; Debior shall provide to:Securetl Party on & fiorithly basls a.gerieral staterent
indlcating-the-total .gross ravenues received for or in-connection:with the disposition or
other:exploltation of the Gollateral for the previous month; Debtor will maititaln accurate
Yedords In local gurréney of all financlél tecords ragarding Gamelot Revenue using
generally accepted-accounting principles on a-consistent;; unlform and riehdiscriminatory

basls-untll thres (3).yéars after each such siatéiment dnd.durlig.any perlod while a dispute
_&bout paymehts remalns Unresoljéd, Such:fecords Wil Include all recelpts derlved, all
recoupable expenses pald,and all other Infarmation necessary to rendar any statement
dus. ‘Dehtor Will also. thalnfali. full and gedurate.coples of evety statament, contract,
glectronle record, audit report, correspondence and ether records-relating to the Camelo!

Reverte,and shall niake available such records forinspection and copying by Secured

Paity at the Debtor's ptinclpal place:of:busiiiess during normal busihéss hours.

% 2 a/—/
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_ (¢) . The:Seourad Party;:on thirly (30) days priar wiltten otice, may
exatning and copy, through' Ifs auditors; Dabtor's:financlal records: regarding Gamelot
Revenus twice-anly in any:year petlod, Such exarilnation shall be at the Sesured Parly's
eXpensa unleds it ungovers afi.underpayhient; Uncontesfed or later determined due, of
more than:ten percent (10%) of the amotint shown diue Sedured Parly onthe statements,
ih which casa Debior-shall pay:on-demarid the reasdnable casts of'such examination.

8, Seourlty for Obligatlons, This ‘Secuflly’ Agréernent secures, ‘and the
Gollateral; Inclidifig the'L. Beratioi Assets, Is colldteral securlly fo r. the:prompt payment or
performance’In-full when due;:whether-at-stated maturlty, by acceleration or otheiwise
(icluditig tfie-payiviant of aniolrits whieh would higcoine due’butfor the operaion of-the
gutornate sl’ay-underfé’e.cllonﬁ&(a) of the:Bankruptcy.Code; 11 U.S.C. Settion 362(a)), fo.
Secured Payty. of Debtor’s Ihdebledness aid oftier abligatioris now existing or-hereatter
arislfig. 1o Secured Rarty’ with 'respedt fo: the' Nofe,. whether for principal or interest

-'glncluﬁlngl witiout limitation; inferest-which;: but for the fillng of & petition In bankriiptey,
would agorue an'such obligatiahs) 6f payments of fegs, expenisés.or otherwlse pursuant to

the Nofe and/or-any:otherdocuments:ar Insttument exettited pursuant thereto-or hereto-

{all such obligations belny the "Note").

.4 Actlorisfo Perfest: Debtothereby authprlzes:Secured: Paity.at any e and
"fFomi Hirvia to:f1a:to I8 are. o mgra:financing;or continuation statements describing the
Collatersil. Debtor further agrees that at any fime and fravime tofime; at e expense of
this Dehtor; Dabitorwill promptiiy exacite and dellverall futthetInstruments and docunients,
-and take all furtheractionthatmay bioreasonably necessary:op desirable; or that Secured
Party sy feasohablirstuest, In otdsifo psifect and protect any securlly interest granted
or purparted 4o be:grarited hereby or to enable Secured Parly to exercise and enforce Its
fights’and remedies hersunder with regpettta any Collaterdl. Siiohvagtions may Include,
Without limitaflon, the dellvéry to Secured:Party of Collateral for.which dellvery s required
‘to.perfect, the signature by ballees or.depository banks on.gonfrol agreements in favor of
‘Saaured Patty with resjigct fo Collaferal In tie possession otballees, or.complying with the
Bravisions.of-any applicable statutes governing petfection or protection of the secutlly
Interest. grarited hereby.in the Gollateral.

-

ons andWarrarities, Dehtot rapresents and warcants ag follows:

(a) -Status.of Debtor;-Authorization, Debtor:{}) Is a cotporation duly
organized,valldly existing.afid 1y good standing Urider the.[aws of thel sfate of Nevada, and
(i) 1s daty qualiffad.or licensed to conduct busingss in each jurisdiction in which the:nature
of its business, or-assets requires:such quallfication.or llcensing under applicable law
except where the fallure to be so qualified' woyld hothave dmaterial adverse ‘gffect on the
Business, operatlons or fihanclal conditlon of. Debtor: Debtor has the:requisite power and
authority to.own Its assets-and to fransact the busingss; in which It Is presently ehgaged
aiid In which |t propioses td.erigage and o grant to Sectred Party the security Interésts In
the Collateral as: hersi.provided. Dsbtor has faken all actlon riecessary.to autharlze the

Vo



Case 2:11-cv-02323-GAF -JEM Document 3 Filed 03/26/11 Page 65 of 108 Page ID
#:207

........ i - s . o PRy 3= .

exacution and dellvery of the Note and this Security Agreement, and the consummation of
the transactions contemplated theraby and hereby.

(b)  Bindlng Security Agreement. This Security Agreement constitutesthe
legal, valid and binding agreement and obllgation of Debtor, enforceable against Debtor in
accordance with Its terms, except as enforceabiiity may be limited by the bankruptey,
Insolvency, fraudulent conveyance, and similar laws and equitable principles affeoting the
enforcement of creditors’ rights generally.

(¢) Titleto Collateral. Exceptas otherwise expressly acknowledged and
contemplated in the Purchase Agreement, such Debtor has good and marketable tile to all
and every part of the Collateral, free and clear of any mortgage, pledge, llen, security
interest, encumbrance, conditional sale contract or other itle retention agreement, or any
other adverse claim of any nature whatscever (collectively, "Lien") except for (x) the first
priorlty security Interest granted to the Seoured Party hereby; and (y) the second priority
gecurity Intarest granted to CMBG as provided for In the Asset Purchase Agreement
(referred to herein collectively as the “Permitted Liens"). No effactive financing statement
or other Instrument simliar in effact covering all or any part of the Collateral Is on file in any
recording office, except such as may hava been filed with respect to the Permitted Llens.

() No Default or Requlred Consent. Except as otherwlse expressly
acknowledged and contemplated in the Asset Purchase Agreement, the executlon, delivery
and performance of this Security Agreement by Debitor, and the effectuation by the
Ssoured Party of any of ils rights and remedies thereunder or hereunder, whether upon
default or otherwise, (x) wili not result In a breach of or conatitute a default under (i) the
certiflcate of incarporation or bylaws or other charter provision of Debtor, or (if) any other
agreement or Instrument to which Debtor Is a party or by which any of the Coliateral ls
bound except, In the case of clause (ll), where such breach or defauit would not have a
material adverse effect on the Collateral or on the business, operations or financial
condition of Debtor, (y) will not viclate any law or any rule or regulation of any
adminlstrative agenoy or any order, wiit, injunction or decree of any court or administrative
agency, and () does notrequire the consent of any person, entity or governmental agency
or any notice or flling with any governmental or reguiatory body, except as shall have been
previously obtained, given or made or where the fallure to obtaln such consent would not
have a matetial adverse effect on the Collateral or on the business, operations ot financlal
condition of Debtor.

(6) Perfection. Debtor's exact legal name, type of organization and
jurisdiction of organization Is set forth in the introduoction of this Security Agreement.
Deblor's organizational Identifloation number is NV20071127832. Debtor’s principal place
of business Is located at the address set forth on the dats hereof in Sectlon 14 of this
Security Agreement. Upon () the execution and delivery of this Security Agreement by
Debtor: and (if) 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. M
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Employment of . ho : Camelot Distribution Group, Inc,

("CDG") 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 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 its best efforts to continue Thompson’s
Employment Agreement for a period of five (5) years from the date hereof. During sald
period of the Employment Agrasment, Thompson shall be primarlly responsible for the
exploltation of the Collateral.

8.  Affirmative Covenants. Debtor covenants and agrees that until such timeas
the Note Is Indefeaslbly pald or otherwise satisfled In full, uniess the Secured Party shall
otharwlse consent In writing: '

(a) Conduct of Business and Malntenance of Assets and Llcenses.
Debtor shall do or cause to be done all things reasonably necessary to preserve [n full
force and effect Its exlstence, Its corporate powers and authorily, its qualifloations to carry
on business in all applicable jurisdictions, and all rights, Interests and assets necessary to
the conduct of its business, except where the fallure to do 8o does not have a material
adverse effect on the financlal condition or operations of Debtor.

(b) Protection of Security and Legal Proceedings. Subject to the
provisions of Section 8.5 of the Purchase Agreement pursuant to which the Secured Party
expressly understands and acknowledges that Debtor may have no obligation to defend
adverse clalms with respect to, and certaln items of the Collateral may be sold, assigned or
abandoned by Debtor as Debtor may determine In Its sole discration, Debtor shall, at its
own expense, take any and all actions reasonably necessary to preserve, protect and
defend the security Interests of the Secured Party in the Collateral and the perfection and
priority thereof agalnst any and all adverse clalms, including appearing inand defending all
actlons and proceedings which purport to affectany of the foregoing. Debtor shall promptly
reimburse the Secured Party for any and all sums, Including costs, expenses and actual
attorneys' fees, which the Secured Parly may pay or incur In defending, protecting or
enforcing Its security Interest in the Collateral or the parfection or priority thereof.

() Paymentof Taxes. Debtor shall pay or cause to be pald all taxes and
other levies with respect to the Collateral when the same become due and payable, except
for any taxes which are belng dliigently contested In goad faith by appropriate proceedings
and for which appropriate reserves have been esteblished.

(d) d Maintenance of Collateral. Debtor shall comply in allmaterial
respects with all laws, statutes and regulations pertalning to its use and ownership of the
Coliateral and Its conduct of its business; maintain ail of the Coliateral In good condition,
reasonable wear and tear exceptad, and keep accurate and complete books and records
pertalning to the Collateral in accordance with generally accepted accounting principles,
aexcept where the fallure to do any of the foregolng does not have a materlal adverse affect
on the Collateral or the Secured Party's rights thereln, '

-s-



Case 2:11-cv-02323-GAF -JEM Document 3 Filed 03/26/11 Page 67 of 108 Page ID
#:209

(6) Inspection. Debtor shall give the Secured Parly such Information as
may be reasonably requested concerning the Collateral and shall durlng regular business
hours and upon reasonable notice duting the continuance of an Event of Default, permit
the Secured Party and lts 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 partaining to the Collateral, to confirm and verify the value of the Collateral and to
do whatever else the Secured Parly reasonably may deem necessary or desirable to
protect its Interests. Furthermore, Debtor agraes to furnish promptly to the Sacured Party
such Information regarding the financlel condition or business of Debtor or the Collateral as
the Secured Party may reasonably request, and all such Information hereafter fumished to
;he F:cgred Party by Debtor wlll be true and correct In ali material respeots when
urnished,

Notification. Debtor shall notify the Secured Party In writing within ten
(10) busineas days of the occurrence of any event which materially adversely affects the
value of the Colilateral, the abllity of Debfor or the Secured Party to dispose of the
Coliateral or the rights and remedies of the Secured Parly in relation thereto.

7. Negative Covenants. Debtor covenants and agrees that unti such time as
the Note Is Indefeasibly pald or atherwise satisfied In full, without the prior written consent
of the Secured Party:

()  Sale or Hynothecation of Collateral. Except as otherwise provided in
Seotion 8.5 of the Purchase Agreement, Dabtor shall not directly or indirectly, whether
voluntarily, involuntarily, by operation of law or otherwise (i) sell, assign, license, 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, fransfars,
exchanges, leases or loans in the ordinary course of the Debtor’s business; nor (Il) create
or permit to exist any llen on or with respect to any of the Collateral, other than Permitted
Llens. The incluslon of "proceeds"” as a component of the Collateral shall not be deemed
a consent by the Secured Party to any sale, assignment, transfer, exchange, lease, loan,
granting of an option with respact to or disposition of all or any part of the Collateral.

(v) Change of Location or Name. Debtor shall not, without giving to the
Secured Party at least thirty (30) days' prior written riotice ([) move lts principal place of
business; (ii) change its name, its frade or ficlitious business name(s) or its organizational
Identification number; (lll} keep Collateral at locations other than its principal place of
businass, except as otherwige disclosed to Secured Party in wilting; or (iv) change its type
of organization, jurisdiction of organization or other legal atructure,

8.  Seoured Party Appolnted Altornev-in-Fact. Debtor hersby appoints 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 otherwise, from time to time in the Secured Party's
sole and absolute discretion to take any action and to execute any Instrument which the
Seoured Party may deem necessary or advisable to accomplish the purposes of this
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Sacurity Agreement. Dabtor acknowledges that the foregoing grant of power of attomey is
coupled with an interest and Is Irrevocable. :

9,  Sscured Party May Perform. Ifeither Debtor fails to perform any agreement
or covenant contained herein, then the Secured Party in Its discretion may perform or
cause the performance of such agreement or covenant, and the reasonable expanses of
the Secured Party Incurred In connection therewlth shall be payable by the Debtor.
However, nothing in this Security Agreement shall obligate Secured Party to act, nor shall
the :«:ﬂ'c'ms of Sacured Party under this section be construed as a walver or cure of any
such failure,

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

i The failure to pay the Note when due.

it The fallure, refusal or neglect of Debtor to ocbserve or perform forany
reason any of the covenants, conditions, agreements or provisions contalned in this
Securlty Agreement or in any of the other agreements or Instruments referanced hereln or
contemplated hereby (referred to herein individually as a “Loan Document” and collsctively
as the “Loan Dosuments®) (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 execute and deliver
any doouments, agreements or instruments reasonably requested by Seocured Party
hereunder or thereunder; provided that If such fallure, refusal or neglect Is capable of
remedy within fifteen (16) days the Debfor shall be entitied 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,

.  Anyrepresentation or warranty made by Debtorinany Loan Document
orany report, certifioate, financlal statement or other Instrument furnished by or on behalf
of Debtor In connection with any Loan Dacumant shall prove to have been false or
misteading in any material respect.

lv.  Subject to the provisions of Section 8.5 of the Purchase Agreement,
Secured Party shall cease to have valid and perfected firat priority secutity Interest at any
time for any reason in the Collateral, or any portion thereof (subject to Permitted Liens).

A Subject to the provislons of Section 6.5 of thé Purchase Agreement, it
any Judgment agalnat Debtor or any of Its properly or assets which would or might
materlally adversely affect (a) Its abliity to perform its obligations under any Loan
Document; and/or (b) the Collateral and/or the Secured Party's rights thereln, remalns
unpald, unstayed or undismissed for a period of more than forly-five (46) days.

vi.  Debtor shall be dissoived or shall sustaln the loss, cancellation or
farfelture of its legal status or good standing by reason of any judlcial, extrajudiclal or

-7
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administrative proceedings or otherwlse, or shall (a) apply for or consent to the
appolintment 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; (c) make a general assignment for the benefit of creditors; (d) be adjudicated a
bankrupt or insolvent; (e) file a voluntary petition In bankruptoy or a petition or an answer
seaking reorganization or an arrangement for the benefit of creditors or take advantage of
any insolvency law in its capacity as a debtor; (f) interpose an answer admitting the
material aflegations 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.

vil. Any (a) Involuntary petition Is flled agalnst Debtor seeking fo subject
Debtor to any bankruptoy, insolvency or similar laws and such petition shall remaln
unstayed or not be withdrawn for a perlod of forty-five (46) days; or (b) an order, judgment
or decrea shall be entered agalnst Debtor by any court of competent jurisdiction approving
a petition seeking its reorganization or appoiniment 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 forly-five (46) days.

{b) Ifan Event of Default exlsts, the Secured Parly may exerclse one or more of
the following rights and remedles at any time or times and without notice to or demand
upon Debtor:

()  Daclare the Note to be forthwith due and payable, whereupon the
Note shall be accelerated and shall become immediately due and payable without
presentation, demand or notlee of any kind to the Debtor (all of which are hereby walved
by Debtor ), except that if an Event of Default specified in Sectlona 9(a)(vl) and 8(a)(vii)
shall occur, such acceleratfon shall be automatic and no declaration or other act of
Secured Party shall be necessary to effect such acceleration;

()  Proceed to protectand enforce the rights of Secured Partyto payment
of the Note and its rights to proceed against the Collateral and exercise its remedles
whather by sult in equily or by action at law, or both, whether for the speclfio performance
of any covenant, agreement or other provision of any of the Loan Dacuments or any other
legal or equitable right or remedy of Secured Party;

(i)  In addition to those actions that may otherwise be pemitted to be
taken by Seottred Party under any of the Loan Documents, with respect to the Collateral,
take the foliowing actions:

(@) Collections, ete. 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 receivable on acoount of or in exchange for, or make
any compromise or setiement deemed desirable with respact to, any of the Collateral (but
Secured Party shall be under no obilgation to do so), or extend the time of payment,
arrange for payment In instaliments, or otherwise modify the term of, or releass, any of the

. ~—
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Collateral, without theraby Incurring responsibility to discharge, or dischargling, or otherwise
affecting any liabllity of Debtor hereunder, Secured Party shall notbe reculred to take any
steps to preserve any rights agalnst other partles to the Collateral, Secured Party may (but
Is not obligated to) make such payments and take all such actions as Secured Party
deems nacessary to protect its security Interest in the Cailateral and/or the value thereof,
and Secured Party Is hereby authorized (without limiiing the general nature of the authority
herelnabove conferred) to pay, purchase, contest or compromise any lien or encumbrance
on the Collateral; and

Possession and Sale of Collateral, ete. Secured Parly may
exerclse In respect of the Callateral 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 remedies otherwlse available to it. In addition, Secured Party may notify any and all
account debtars of the Debtor to make all further payments to Secured Parly, and enter
upon each premises of wherever the Collateral may be and take possession of the
Collateral and demand and recelve such possesslon from any Parson 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
Sacured Parly shall not be obligated to do so). With or without taking such possession,
Secured Party may sell or cause to be sold, whenever Secured Parly shall declde, inone
or more sales or parcels, and at such price or prices and upon such other terms as may be
commerclally reasonable (Irrespsctive 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 rigk, a!l 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
permitted by law.and provided such sale (s conducted In accordance with the Cods of any
or all of the Collateral so sold and shall be entitled, for the purpose of bidding and making
settlement or payment of the purchase price for all or any portion of such asaels sold at
any such publlc or private sale, to use and apply the Note as a credit on acoount of the
purchase price payable by Secured Parly at such sale, Each purchaser (Including the
Sacured Party) at any such sales shali thereafter hold the Coliateral purchased absolutely
frae from any claim or right of whatever kind, Including any equity of redemption of the
Debtor, any such demand, notice, clalm, 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' 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 shail constitute reasonable notlflcation.
Sacured Party shall not be obligated to make any sale of the Collateral regardless of notice
of sale having been given, Secured Party may adjourn any publicor private sale from time
to time by announceiment at the time and place fixed therefore, and such sale may, without
further notlce be made at the time and place to which it was so adjourned. Debtor hereby
walve any claims agalnst 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 obtalned at a public sale, even If Secured Party accepts the first offer
received and does not offer such Collateral to more then one offeree, provided such private
sale Is conducted In a commerclally reasonable manner.

. I~
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(¢}  Anpointment of a Recelvar. Upon the accurrence of an Event
of Default, the Secured Party shall be entitled to the appointment of a receiver, o take
possession of all or any portion of the Collateral and to exercise such powers as the court
shall confer upon the recelver.

(d) Power of Atforney. Debtor does hereby Irrevocably make,
constitute, and appoint the Secured Party and lts deslignees as Its true and lawful
attomey-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 Collaterel that
may come into the possession of the Secured Party; to enforce all of Debtor's rights under
and pursuant to ail 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
oarry out the terms, covenants, and conditions of this Security Agreement which are
required to be abserved or performed by Debtor, to execute such other and further
mortgages, pladges and assignments of the Collateral as Securad Party may requlre for
the purpose of protecting, malintalning, or enforcing the securlly 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
Agreement and the other Loan Documents; and Debtar hereby ratifles and confirms all the
Sacured Parly, as such attorney-In-fact, or lts substltutes shall properly do by virtue of this
power of attorney, provided, howaver, that Secuted Party agrees to notify Debtor prior to
any such endorsement, execution or action and to provide Debtor with a reasonable perlod
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.

(¢) Riohts and Remedies Cumulaiive. No right or remedy
conferred upon Secured Party hereln or In any of the other Loan Documents or otherwise
avallable at faw or In equity (or both) shail be exciusive of any other right or remedy
contalned hereln orthereln or otherwlse made avallable. All such rights 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 Secured Party
as Collateral and all oash proceeds received by elther of the Secured Party in respect of
any aala of, collection from, or other reaiization upon ail 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 Seoured Party agalnst
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 elther of the Secured Party and remaining after
payment in full of all the Note shall be pald over fo Debtor or to whomsoever may be
tawfully entitled to recelve such surplus.

11.  Liabllity and Indemnifieation. The powers conferred upon Secured Pearly
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hereunder are solely to protect its Intereat In the Collateral and shall not Impose any duty
upon it {o exercise such powers, Nothing in this Security Agreement shall be deemed to
constitute an assumption by elther of the Secured Party of any llabliity or obligation of the
Dabtor with respect to any of the Collateral. The Sscured Party shall not be liable to either
Debtor for any act (Including, without limitation, any act of active negligence) or omission by
the Secured Party under this Seourity Agresment unless the Secured Party's conduct
constitutes williul misconduct or gross negligence. Debtor agrees to Indemnify and to hold
the Secured Parly harmless from and against all losses, llabliitles, claims, damages, costs
and expenses (Including reasonable attorneys' fees and disbursements) with respect to (a)
any action taken (Inoluding, without limitation, any actof active negligence) or any omission
by elther of the Secured Party with respect to the Payment Obligations or this Security
Agreement, provided that Secured Party's 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 thereln,

12, Expenses. Debtoragrees to pay upon demand to the Secured Party any and
all reasonable expenses, Including the reasonable fees and expenses of Its outslde
counsel and of any experts and agents which the Secured Party may Incur in connection
with (a) the custody or preservation of, or the sale of, collsction fram, or other realization
upon, any of the Collateral, (b) the exercise or enforcement of any of the rights of the
Secured Party under the Payment Obligation and/or this Security Agreement, and (o) the
fallure by Debtor to perform or observe any of the provisions of the Payment Obligatlon
and/or this Security Agresment.

13.  Securlly Intereat Absolute. Except as otherwlse provided hereln or in the
Purchase Agresment or In the Intercredltor Agreement, all rights of the Secured Party and
security interests hereunder shall be absolute and unconditional irrespective of:

(a) anylackof validity or enforceability of the Purchase Agreement orany
other Loan Document;

(b)  anychangeinthe 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 Documents; or

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

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

and for the specific purpose any party for which given. g/\/
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15. Notlcas. All nofices, requests, demands and other communications required
or parmitted to be glven hereunder shall be In writing and shall be deemed to have been
duly given If delivered by messenger or overnight delivery service, orsent by first class mall
(or alr mall where available), postage prepald, cerlified or registered, return receipt
requested, as set forth In the Purchase Agreement or at such other address as may be
furnished In writing, Any notice glven by messenger or overnight delivery service 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 delivery); any
hotice given by first clags mall (or alr mall where available), postage prepald, cerified or
reglstered, return recelpt requested shall be deemsd given five (6) business days after the
date of maliing. 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 Sacurlty Interest Upon Paymsnt.
This Seourity Agreement shall create a continulng seourity Interest In the Collateral and
ghall (a) remain In full force and effect until indefeasible payment or other satisfaction in full
of the Nots, (b) be binding upon Debtor, and its successors and assigns, (c) inure, together
with the rights and remedies of the Secured Party hereundar, to the benefit of the Secured
Party and its successors, transferees and asslgns, (d) constitute the entire agreement
between Debtor and the Secured Party with respect fo the subject matters covered hereby,
and (e) be severabla in the event that one or more of the provisions hereln Is determined to
be lllegal or unenforceable. Upon the Indefeasible payment or other satisfaction in full of
the Note, the Secured Party, at the request and expense of Debtor, shall release the
security Interasts in the Collateral granted hereln 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. Return of Collateral. Subject to any duty imposed by law or otherwise tothe
holder of any subordinate llen on the Collateral known to the Secured Party, and subject to
the direction of a court of competent jurisdiction, upon payment In full of the Note, Debtor
shall be entitled to the return of ail Collateral belongling to Debtor In the possession of the
Secured Party; provided, however, that the Secured Party shall not be obligated to return
to Debtor or deliver to the holder of any subordinate lien any such Coliateral untll it i
satlsfled 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
ghall be entitled to recelve appropriate documentation to such effact. The retum of
Collateral shall be effected without represeniation or warranty and shail 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 valldity, construction, Inferpretation, and
enforcement hereof, and the rights of the parties hereto, shall be determined under,
governed 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
sliting In Utah with respect to disputes arising out of this Security Agreement,

-12-
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1. Waiver 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
or pracaeding elsewhere, Debtor hereby irrevoocably accepts for ltself 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 walves any
objection which It may now or hereafter have to the laying of venue of any of the aforesaid
actlons or procsedings arising out of or in connection with this Security Agreement brought
in the aforesald Utah courts and Irrevocably waives and agrees not to plead or claiminany
such court that any such action or proceeding brought In any such court has been brought
In an Inconventent forum, and also consents to the service of process by any means
authorized by the State of Utah,

INWITNESS WHEREOF, the partteb hereto have caused this Sesurity Agreement
to he duly executed and dellvered by thelr respsctive officers thereunto duly authorized as
of the date first above written.

Debtor:
CAMELOT FILM GROUP, INC,, a Nevada
corporation -

Sacured Parly:
INCENTIVE CAPITAL, LLC, a Utah corporation

By:

, Prasident

«-13-
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COMMERCIAL GUARANTY

THIS COMMERCIAL GUARANTY (as the same may time to time be
amended, restated or otherwise modified, “Guaranty”) Is made as of the day of Aprll, 2010, %_/
by CAMELOT ENTERTAINMENT GROUP, INC,, a Delaware corporation, having a usual

place of business at 8001 Irvine Center Drive, Suite 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

Callifornia, 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 consideration thereof, and other good and valuable consideration,

hereby unconditionaily and absolutely guarantees the punctual and full performance of all

Obligations (as hereinafter defined) of CFQ to Lender.

As used hereln, “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
opetation 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 collection of any
portion of the indebtedness. Any capitalized terms used but not defined herein shall have the
meaning assigned it in that certaln Promissory Note of even date herewith between Lender and
Borrower (the “Note™).

Guarantor deems it to be in the direct pecuniary and business intetests 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 guarantes 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 recital and is adequate
regardless of actual amount.

Uncouditional 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 guarantesing the Obligations, Lender agrees that it shall seek
satisfaction of the Obligations in the following order of priority: 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

, 4
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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 wailves each and every guarantorship and
suretyship defense, generally unless otherwise herein agreed. The “Qbligor” 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, 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 atl 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 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 liabitities 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 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 praceeds of any such financial
accommodation except to the extent otherwise provided herein.

(b)  Guarantor waives (i) notice of the incurring of any Obligations by Borrower or the
terms and conditions thereof, (if) 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
(it1) 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
Obiigations in the order of priorities set forth hereinabove, (i) grant Borrower whatever financlal
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 hereunder; (ii) assent to any renewal, extension,
consolidation or refinancing of the Obligations or any part thereof} (iii) grant any waiver or

, ad
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consent or forbear from exercising any right, power or privilege that Lender may have or acquire;
(iv) assent to any amendment, deletion, additlon, 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
other Obiigor upon, the Obligations or any patt thereof,

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

Warranties. Guarantor represents and warrants that (a) Guarantor has legal power and
right to execute and deiiver this Guatanty and to perform and observe the provisions hereof} (b)
this Guaranty, when executed, is legal and binding upon Guarantor in every respect; (c) no
litigatlon 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 Habilitles that Guarantor has incurred to Lender; (¢) Guarantor is not
insolvent, as defined in any appilcable 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 wil), incur debts beyond Guarantor’s ability
to pay such debts as they mature.

Solveney 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 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 Obligatlons 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 unpald 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 hereafter acquire agalnst Borrower or any other Obligor that arlses
from the existence or performance of Guarantor's liabllities 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 Collaterai
that Lender now has or hereafter acquires, whether or not such claim, remedy or right arises In

equity, or under contract, statute or common faw, ’/
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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-elght (48) hours after
being deposited In the mails with postage prepald 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 shall 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, illegal or unenforceable in whole or in
part, the validity, legality and enforceability of the remaining provisions shall not in any way be
affected or impaired thereby, This 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 fiduclary 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 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 (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 affairs,
and the Collateral; () warrants that Guarantor has been provided with all information concerning
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 conceming
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 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 to 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
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
counterclalm 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 hereln, 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, Quarantor 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 Obligations,
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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COMMERCIAL GUARANTY

THIS COMMERCIAL GUARANTY (as the same may ﬁiﬁwime to time be amended, /./
restated or otherwise modified, “Guaranty") is made as of the A% day of April, 2010, by
ROBERT P. ATWELL, individually and his heirs, executors, administrators, personal
representatives and assigns (“Guarantor”), in order to induce INCENTIVE CAPITAL, LLC, a
Utah limited lability 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 “Baorrower™), and in consideration thereof, and other good and valuable consideration,
hereby unconditionally and absolutely guarantees the punctual and full performance of ail
Obligations (as hereinafter defined) of CFG to Lender.

As used hereln, “Obligations” means every liability, now or hereafter owing to Lender or
any affiliate of Lender (“Lender Affiilate”) 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 purchass, 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 collection of any
portion of the indebtedness. Any capltalized 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 “Noze"),

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 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 recital and is adequate
regardless 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
satlsfaction of the Obligations in the following order of priority: First, from the Borrower;
Second, from Camelot Distribution Group, Inc. pursuant to its Commerclai Guaranty of the
Obligations; Third, from Camelot Entertainment Group, Inc, pursuant to its Commercial
Guaranty of the Obligations; and Fourth from the Guarantor hereunder, pursuant to this
Guaranty. If the Obligations, or any part thereof, shall not be pald in full when due and payable,
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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 shail 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, 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
generallty 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 bankruptcy or any other
person, Lender, In each case, may reverse any entry relating thereto on {ts 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 liabilities and other
obligations under this Guaranty shall remain in full effect until the payment in fuil 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 financial
accommodation except to the extent otherwise provided herein,

(b)  Guarantor waives (1) 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 walve (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 materially 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 hereunder; (1i) assent to any renewal, extension,
consolidation or refinancing of the Obligations or any part thereof} (ili) grant any waiver or
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consent or forbear from exerclsing 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
other Obligor upon, the Obligations or any part 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 priorities set forth hereinabove.

Warranties. Guarantor represents and warrants that (a) Guarantor has legal power and
right to execute and defiver 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 materlally adversely affect Guarantor’s obligations to the
Lender hereunder; (d) (e) 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 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 provisions
hereof, Guarantor specifically agrees that upon the dissolutlon of any Obligor and/or the filing or
other commencement of any bankruptey or insolvency proceedings by, for or agalnst any
Obligor, including without limitation, any assignment for the beneflt 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 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 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
Obllgations.

Waiver, To the extent permitted by law, Guarantor waives any claim 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 liabllitles or other obligations under this
Guaranty, Including, without limitation, any right of subrogation, exoneration, indemnificatlon,
and any right to participate in any claim or remedy of Lender agalnst 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 communications provided for
hereunder shall be in writing and mailed or delivered at the address specified on the front page of
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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
belng deposited in the mails with postage prepald by registered or certified mall, addressed as
aforesald, or sent by facsimlle with telephonic confirmation of receipt, except that notices from
Guarantor to Lender pursuant to any of the provisions hereof shall not be effective until recelved
by Lender.

Successors and Assigns. This Guaranty shali bind Guarantor and Guarantor's helrs,
executors, administrators, personal representatives and assigns, and shall 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, illegal or unenforceable in whole or in part, the validity, legality and
enforceabllity of the remaining provisions shail not in any way be affected or impaired thereby.
This 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 representatlons,
negotlations and prior writings, if any, with respect to the subject matter hereof. The relationship
between Guarantor and Lender wlth 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 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 (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 affairs,
and the Collateral; (c) warrants that Guarantor has been provided with all information concerning
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 concemning
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 to 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, securitles, 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
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
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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
participation were  direct creditor of Guarantor pursuant to this Guaranty in the amount of such
participation,

Savings Clause. Notwithstanding anything to the contrary hereln, 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 irevocably submits to the non-exclusive
Jurisdiction of any Utsh 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 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.
Guatantor:
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COMMERCIAL GUARANTY

THIS COMMERCIAL GUARANTY (as the same may from time to time be
amended, restated or otherwise modified, “Guaranty") is made as of the 27 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 Unlversal 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 fimited liability company with offices at
2755 B. 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
consideration thereof, and other good and valuable conslderation, hereby unconditionally and
absolutely guarantees the punctual and full performance of all Obligations (as hereinafter
defined) of CFG to Lender.

As used hereln, “Obligations” means every liability, now or hereafter owing to Lender or
any affiliate of Lender (“Lender Afflliate”) by Botrower, 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 collection of any
portion of the indebtedness. Any capitalized terms used but not defined herein shall have the
meaning assigned it in that certaln Promissory Note of even date herewith between Lender and
Borrower (the “Note™).

Guarantor deems it o 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 certain terms and conditions, one of which is that Guarantor guarantce 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 recital and is adequate
regardless of actual amount,

Unconditional Guaranty. Subject to the collection priority provisions contalned
herelnbelow, 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 following order of prlority: First, from the Borrower;
Second, from the Guarantor hereunder, pursuant to this Guaranty, Third, from Camelot
Entertainment Group, Inc pursuant to its Commercial Guaranty of the Obligations; and Fourth,
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from Robert P, Atwell, pursuant to his Guaranty of the Obiigations. 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 waives each and every guarantorship and
suretyshlp defense, generally unless otherwise herein agreed. The “Obligor* means any entity, or
any of its property, that s 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, 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 conditlonal as to Guarantor
unless and until the payment shall be final and valld as to all the world. Without {imiting 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 bankruptcy or any other
person, Lender, in each case, may reverse any entry relating thereto on its books and Guarantor
shall remaln 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 liabilities 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 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 financial
accommodation except to the extent otherwise provided herein.

(b)  Guarantor watves (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 Obiigor However, Guarantor does not walve any
other notice to which Guarantor might be entitled, and Lender hereby agrees to provide such
notices to Guarantor.

(6)  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 priorities set forth hereinabove, () 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 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 indulgence to any Obligor; or (vi) accept any Collateral for, or any
other Obligor upon, the Obligations or any part 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 priorities set forth hereinabove.

Warrantics. 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
administratlve agency that would materlally 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 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 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 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 shall, upon Lender's demand, whenever made, pay to
Lender an amount equal to the then unpaid principal batance 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 hereafter acquire against Borrower or any other Obligor that arises
from the existence or performance of Guarantor's liabilitles 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.
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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 prepaid by registered or certified mall, addressed as
aforesald, or sent by facsimile with telephonic conflrmation of recelpt, except that notices from
Guarantor to Lender pursuant to any of the provisions hereof shall not be effective until recelved
by Lender.

Successors and Assigns. This Guaranty shall bind Guarantor and Guarantor's successors
and assigns and shall Inure to the benefit of Lender and its successors and asslgns, Including
(without limitation) each holder of any note evidencing any Obiligations. If, at any time, one or
more provislons of this Guaranty Is or becomes invalid, illegal or unenforceable in whole or in
part, the validity, legality and enforcesbility of the remaining provisions shall not in any way be
affected or impaired thereby, This Guaranty constltutes 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 representatlons, 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 hereln,
Lender shall have no fiduclary obligation toward Guarantor with respect to this Guaranty or the
transactions contemplated hereby; provided, however, that Lender shall have an obligatlon 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 (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 affairs,
and the Collateral; (c) warrants that Guarantor has been provided with all 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 thls Guaranty from advisors of Guarantor’s choosing, including
financlal and legal advice; (¢) 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 to 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, securitles, 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 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
participation 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 Obligations,
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 walves
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. :

Bxecuted as of the date set forth above. CAMELOT DISTRIBUTION GRQUP, INC,
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Incentive Capital LLC

2766 E, Collonwood Parkway
Sulte 100

Salt Lake City, UT 84121

As of April 7, 2010

Re; [Esorow Agresment (“Escrow Agraemont”) between Camelot Film Group, Inc.
("GFG") and Incentive Capital LLC (the “Lender”)

Dear Sirs:

Reference ls made fo Camelot Entertainment Group’s (‘CEG") guarantee (the “CEG

Guarantae”) of CFG'S obligations as defined in the foan documents of even date betwsen

the Lender and CFG ("Loan Documents®) ralaling to the acquisition by Camelot of the
Liberation

Entertalnment Library assets.

Please confirm your agreement to the terms of this Escrow Agreement by signing and

returning to us the enclosed copy:

1. Undertakings

(a)  CEG shall forthwith deliver fo the undersigned escrow agent (“Escrow Agent’)
a Cerificate of Designation (the “Certificate”) in the form annexed herelo as
Exhiblt A, authorizing the lssuance of Six Hundred Fifty Thousand Dollars
($660,000.00) worth of CEG Class F Convertible Preferred shares (the
"Pladged Shares®), which shell be held In accordance with, and subject to, the
terrns of this Escrow Agreement,

(h)  CEG shall algo forthwith deliver to the Escrow Agent a certlfloate constituling
the Pledged Shares (made out to the Lender) (the “Certificate”), which shall
he convertible Into fully pald and non-assessable shares of CEG common
stock (“Common Stock®) at a price based on the ninely (80) day average price
of the Common Stack immediately prior 16 the conversion of the Stock. While
In escrow, none of CEG or its effliiates shall transfer, assign or encumber any
of the Pledged Shares or the Cértilicate.

(6) If the fotal consideration recelved by the Lender from loan payments,
dlstribution revenues generaled by Camelot Distribution Group, . and/or
CFG, and all other sources as more fully discussed and agreed to In the Loan
Documents, ls less than Six Hundred Fifty Thousand Dollars ($850,000.00),
plus appilcable Interest, in the agaregate, by the fime all of sald Commen
Stock has been dellvered and is eligible for sale, than CEG shall lssue
addittonal shares of CEG Common Slock to the Lender untli the Lender has
racalved Common Stack that has a fair market vaiue in an amount not leas
:htan S‘lx Hundred Flily Thousand Dollars ($650,000.00), pius applicable
nteraat,

{d) Escrow Agent will hold the Pledged Shares and the Certificate in eccordence

with the terms of this Escrow Letter,
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.(e)  Ifthe Escrow Agent receives wiitten notice from CEG and the Lender on or
before the explration of the Loan Documents that the Lender has been fully
pald pursuant to the Loan Documents, the Escrow Agent wil transfer the
Pledged Sharas to Camelot unencumbered wilhln five (6) business days of
such notlfication; or

0 if the Lender notifles the Escrow Agent In wriling (but such notification cannot
oceur before the maturlly date of loan set forth In the Loan Documents), with
a copy to CEG, that Lender has not been fully pald pursuant to the Loan
Doouments, and such notlfication Is not objected to by CEG In wriling within
five (6) business days after lts recelpt of such notice, the Esorow Agent shall
transfer to the Lender the Pledged Shares and the Certificate In ah amount
equal to the remalning balance, plus accrued and unpald Interest, of the Note,
unencumbered, within flve (5) business daya of such natification.

(@) In the event that such notification from the Lender Is disputed by CEG In
wrlting, then the Escrow Agent shall hold the Pledged Shares, subject to
partles resolving {he dispute either voluntarlly or through mutuslly-acceptable
dispute resolution In the State of Utah, Notwithstanding the foregolng, unless
CEG praduces to the Escrow Agent (at the same time it provides the Escrow
Agent its written abjeciion) evidence of a money transfer (l.e. wire, chack or
cash) In an amount that would completely pay off the loan discussed hereln
and prlor to or on the maturlty date set forth In the Loan Documents, Escrow
Agent shall release the Pledged Shares and the Ceriticate to the Lender.

(h) Al notices shall be In wriling by emall and fax to the addrasses set forth In the
Loan Documents, with a hard copy delivered personally &s to addresses in
the Los Angeles melropolitan area or gent by Federal Express or UPS as to
addressees outside of the Los Angeles metropolitan area, to the respeciive
addresses set forth below.

2. Miscellaneous

(a)  The tranefer of the Pledged Shares to the Lender, of back to Camelot,
hereunder shall be made to the applicable parly via Federal Express at
Camelot's expense upon five (6) business days prior notice, unless {he
g?lrtfes agree In wriling on a dlfferent manner of transfer of the Pledged

ares,

(b)  Upon recelpt of the Pledged Sharas and the Certificate from the Escrow
Agent, whether to Camelot (upon payoff of the loan discussed hereln) or fo
the Lender (if the Lender is not fully pald in accordance with the Loan
Documents), the Escrow Agent shall be discharged from any other obligations
to the Lender, and this Escrow Agreement shall terminate,

At all times after the date of fhis Eecrow Agreement the pariles shell execute all such
documents and do all such acts and things as may reasonably be required for the purpose of
glving full effect to this Escrow Agreement.

All rights under this Escrow Agreement are personal {o the Parties and may not be assignad
by sither Party without the prior writien consent of the other Party.
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This Escrow Agreement and any documents referred to In it, constitute the whole agreement
between the Partles and supersede any previous arrangement, undersfanding or agreement
between them relating to the subject matter they cover, and may not be modified andfor
amended without the prior wrllten consent of both Parties.

Except as expressly provided In this Escrow Agreement, a person who Is not a party to thls
Escrow Agreament shall not have any right to enforce any temt of this Escrow Agreement.

These Escrow Instructions and this Escrow Agreemant shall be governed by the Internal
laws of the State of Utah applicable te contracis negotiated and entered into and performed
wholly within the State of Utah.

Accapted and Agreed;

INCENTIVE CAPITAL LLC

BY:
Name:
Title:

Yours falthfully

000200000200005050000806500000700080%

ESCROW AGENT
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LQAN. 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 (“Atwell”, 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 “Party.” All
capitalized terms used but not detined herein shall have the meanings assigned them in the Loan
Documents. The following; are not mere recitals but agreed-to terms:

RECITALS

A. On or about April 27, 2010, Lender agreed to make a loan (the “Loan”) to
Borrower pursuant 1o 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 Paprients”) from Borrower.

C. In order to induce Lender to make the Loan to Borrower, each of the Guarantors
executed and delivered to Lender a Conunercial Guaranty {collectively, the “Guaranties” and
together with the Note, and the Participation Agreement. 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
Guarantors guaranteed the obligations of Borrower to Lender under the Loan.

D. A disagreement has arisen between the Partics, wherein (i) Lender alleges a claim
against Borrower and the Guarantors for the failure to 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 one or more advances under the Note (collectively the “Dispute™).

E. The Parties desire to enter into this Loan Modification Agreement to address and
resolve the Disputce and other matters set (orth herein.

EF. Unless specificully and expressly modified herein, all remaining terms of the
Loan Documents shall remain in full force and efieet.

NOW, THEREFORE, in consideration of the mutual promises contained in this
Modification Agreciment aud for other good and vatuable 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;
~J—
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AGREEMENT

1. 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), cach of the Parties hereby agrees to 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 abligation to rzfrain 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 Parties hereby agrez to the following modified Loan terms
and, to the extent necessary to give them effect, hercby modify 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 “Minimum Sales Targef”).

B. It the event Borrower fails to meet the Minimum Sales Target by the
Deadline, then interest shall accrue on the “Deficiency 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 “Shortfull Interest™), commencing as of the Deadline. Borrower
shall make monthly payments of all accrued but unpaid Shortfall [nterest on the last day of each
such month thereafter where there is acerued but unpaid Shortfull 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 Stock shall be valued at the point of sale and shall be the
actual sale price of the stock.

C. Notwithstanding anything. to the contrary in the Participation Agreement,
in each month as of the date hereol where “Camelot Revenue” (as defined in the Security and,
Participation Agreement) from Borrower’s exploitation of the Likeration Assets is greater thap
$150,000 but less than $200,000 for that month, then in lieu of the Participation 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 above sentenice, Boirower shall make Participation Payments to Lender
equal to 15% of the Camelot Revenues. Notwithstanding the foregoing increased Participation
Payment percentages (collectively ar separately the “Increased Participation Amounts”™), once
Borrower has made ‘ofal Participatior Paymens to Lender in the amount of $375,000 in the
aggregate during any one vear period, commencing as of Aprit 27, 2010, then on the next month
after the month in which Lender has received total Participation Payments of $375,000, Lender
shall only receive Participation Payments equal to 10% of Camelot’s Revenues as set forth in the
Security and Purticipation Agreement. If"the payment of the Increzsed 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 such individual titie(s) (*Net Loss ‘Titles™), then the Increased
Participation Amcunts that Borrrowe: shall pay 10 Lerd 2r shall be limited to the greater of 10%
of the applicable Camelot Revenucs for that :mexath on such speeific title(s) and the percentage of
Camelot Revenues that would resu!* in a break even for Borrowes in net revenues for the month
(7.e., no net gain or loss for Rorrower firom Revenues for that month), For months where any

T\/\/\-«

b
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Increased Payment Amounts are: due to Lender hereunder, Borrower is limited to counting no
more than 35% of'its individual titles as “Nex Lass 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. Detault. The oceurrence of an “Event of Default” (as defined in the Note) shall
be deemed to include an occurrence of any such Event in connection with this Modification
Agreement (a “Modification Delault™), and therefore, the Failure of Borrower, or Lender, as the
case may be, to observe, perforin 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 remedies ser torth below,

4, Remedics. Immediately upon the occurrence of any Modification Default, the
Agreement to forbear from 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 below. 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 Dzfault may be provided by email, but if it is
emailed, it must a'so be accompanied by a notice sent vie U.S, Mail or facsimile. In the event
that such defaulting Party does not cure such alleged Event of Default, then all remedies
available under th2 Loan Docwnents shall be availeble te ths applicable non-defaulting Party.

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

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

7. Lounerparts. Unis Moditication Agreement may be executed in any number of
duplicate originals or counterparts. each of which duplicate originals or counterparts shall be
deemed to be an original and ait taken rogether shall constitute but one and the same instrument.

8. Severabijity. In vase one or more vrovisions contained in this Modification
Agreement shail be invalid. illepal. vr uncaiorceasle in any respzct under any law, the validity,
legality and enforceability of the remainmg peovisions contained herein shall remain effective
and binding and shatl not be alivcted or impaired theicby,

9. Ameidiments, “hiz Modification Agreemert may be amended, modified, or
supplemented only by written i reement of the Parties. No provision of this Modification
Agreement may b: waived excepi in writing signed by the Party against whom such waiver is

sought 10 be enforecd.

10 Coatinuing Erforceability. Excepi as otherwise moedified by this Modification
Agreement, the Loan Decuments shall remain in full loree and eftect, enforceable in accordance
with all of their original teyms and provisions. This Madification Agreement shall not be

}‘/\/—/
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effective or binding unless and uniil it is fully executed and delivered by Lender, Borrower, and
the Guarantors.

IN WITNESS WHEREOF', the Parties have executed this Loan Modification Agreement
as of the Effective Date.

LENDER:

Incentive Capital, LLC

W

By, =% b N

Name: wee K Wotnae.

Title: MO

Borrower: Guarantors: Camelot Entertainment Group,

In
L
Camelot Distribution Group, By:
Inc. Robert P. Atwell, President

=
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Bruce Isaacs, Esq. (SB# 100926), bisaacs@wymanisaacs.com
Robert Wyman, Esq., (SB# 116975) bwyman@wymanisaacs.com
WYMAN & ISAACS LLP

5757 Wilshire Blvd., Suite 475

Los Angeles, CA 90036

Tel: (323) 648-4141

Fax: (323) 648-4133

Attorneys for Defendant
INCENTIVE CAPITAL, LLC

IN THE UNITED STATES DISTRICT COURT
IN AND FOR THE DISTRICT OF CALIFORNIA, SOUTHERN DIVISION

CAMELOT ENTERTAINMENT, INC. a )

Delaware Corporation, CAMELOT FILM ) DECLARATION OF NATHAN S. DORIUS
GROUP, INC., a Delaware Corporation, ) IN SUPPORT OF MOTION TO DISMISS
CAMELOT DISTRIBUTION GROUP, INC.,a) OR TRANSFER

Nevada Corporation, ROBERT P, ATWELL, an)

individual, )
)
Plaintiffs, )
Vs. } Case No.:
)
INCENTIVE CAPITAL, LLC, a Utah limited ) Judge
Liability Company and DOES 1 - 50, )
)
Defendant. )
)
1. My name is Nathan S. Dorius. I am over the age of 18 and am competent to

make this Declaration. I have personal knowledge of the facts contained herein and I attest that

these facts are true and cotrect.

2. I am an attorney and partner at the law firm of Pia Anderson Dorius Reynard &
Moss (“PADRM”).
3. 1, along with the other attorneys at PADRM, act as counsel for Incentive Capital,

LLC (“Incentive™), which has been named as a Defendant in the above-captioned lawsuit.
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4. I, along with the other attorneys at PADRM, were and are legal representatives
to Incentive Capital, LL.C in connection with the loan (the “Loan’) made to Plaintiffs of the
above-titled action to be used by Plaintiffs for purposes of purchasing all rights, title and
interest to a large film library (the “Film Library” or “Liberation Library”) of approximately
880 motion picture, television, and other media titles (each a “Film™), and negotiated and
prepared in connection with opposing counsel the agreements and ancillary documents relating
to the Loan, including the Promissory Note (the “Note”), evidencing the Loan, and the two
separate Security Agreements which secured the Loan with the Film Library itself (collectively,
the “Loan Documents™).

5. Negotiations concerning the Loan and modifications thereto occurred in person
in Utah and over the phone, email, and facsimile with Incentive — a Utah company - as well as
with my law firm, which is also a Utah entity, and myself, a Utah citizen.

6. The Manager and principal of Incentive is James Mecham, a Utah citizen.

7. Plaintiffs failed to meet their obligations under the Loan Documents just months
after receiving the Loan proceeds from Incentive and thereby breached the Loan Documents,

8. As a result of Plaintiffs’ default under the Loan Documents, on February 21,
2011, at 9:00 a.m., Incentive held a properly noticed creditor’s sale (the “Foreclosure Sale”) in
the State of Utah to foreclose on the collateral (i.e. the Film Library) set forth in the Security
Agreements.

9. Plaintiffs’ Utah counsel and I were present at the Foreclosure Sale.

10.  Incentive was formed and conducts business in Utah.,

11.  Incentive has never conducted business, maintained bank accounts or any other

property in California.
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12.  All of Plaintiffs’ negotiations with Incentive concerning the loan for the Film
Library were conducted with a Utah company.

13.  Prior to Plaintiffs filing their Complaint in California, I and other attorneys at
PADRM, on behalf of Incentive, had informed Plaintiffs on several occasions that if Plaintiffs
did not cure their breach of the Note and the Security Agreements, then Incentive would
commence a legal action in Utah against Plaintiffs to enforce its rights under the Security
Agreements.

14, Pursuant to federal law (28 U.S.C. §1746), I declare under penalty of perjury

Sz -

that the foregoing is true and correct.

EXECUTED on this the 25" day of March 2011.

Nathan S. Dorius
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NOTICE OF DISPOSITION OF COLLATERAL BY PUBLIC SALE

Debtors: Camelot Distribution Group, Inc., Camelot Entertainment Group, Inc., and Camelot
Film Group, Inc.

Secured Party: Incentive Capital, LLC

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 Debtor’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 creditors 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 during the term
hereof; and (c) other assets of the Debtor as set forth in the Asset Purchase Agreement. Contact
the undersigned or visit www.camelotent.com for a detailed list of the film library being sold.

To be a qualified bidder, one must be prepared to tender to the secured party or its designee
conducting the sale a $20,000.00 cashier’s check at the sale and a cashier’s check for the balance
of the purchase price within 24 hours after the sale. We will sell the above described collateral to
the highest qualified bidder at a public sale to be held as follows:

Date: Monday, February 21, 2011

Time: 9:00 a.m.

Place: Offices of Pia Anderson Dorius Reynard & Moss, 299 S. Main St., Suite
1710, Salt Lake City, UT 84111
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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:
DEFENDANT’S NOTICE OF MOTION AND MOTION TO DISMISS PLAINTIFFS’
COMPLAINT PURSUANT TO RULE 12(b)(3) AND 28 U.S.C. §§ 1391 AND 1406 OR, IN
THE ALTERNATIVE, MOTION TO TRANSFER PURSUANT TO 28 U.S.C. §§ 1404 and
1406; MEMORANDUM OF POINTS AND AUTHORITIES AND DECLARATION OF
NATHAN DORIUS (EX. "J'") IN SUPPORT THEREOF.
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.

X electronic filing, and thereby delivery via e-mail to:
Jonathan M. Levitan, Esq.
LAW OFFICES OF JONATHAN MARK
LEVITAN
12400 Wilshire Blvd., Suite 1300
Los Angeles, CA 90025
E-mail: jonathanlevitan@aol.com
VIA U.S. MAIL

Dated this 25th day of March, 2011

/s/ Lina Pearmain
Lina Pearmain




