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From: <Jatedbaer@aol.com>

Date: Thu, Apr 1, 2010 at 8:25 PM

Subject: Re: Loan Documentation INFORMATION REQUESTED

To: nathan(@ssparlaw.com, joe.pia@ssparlaw.com

Cec: bob@camelotfilms.com, plevotfidaol.com, pmjarowey2(@aol.com, jamie(@camelotiiims.com,
Jatedbaer@aol.com

Nathan -

| am attaching four files that caver the unencumbered assets of the two borrowing entities: Camelot Film Group and
Camelot Distribution Group:

1 - the Camailot Distribution Group Sales Revenue Projections on Liberation Library titles to be purchased

2 - the Up-dated 2010 valuation of the Liberation Library prepared by the Liberation management (i.e. an
update from the Salter report enclosed)

3 - the Camelot Distribution Group Sales Revenue Projections for the new film tities licensed by CDG over
the last number of months

4 - the Salter Library valuation report of the Liberation Library

Together these assets have a significantly higher value than the amount of the Loan and the interest thereon.

Also, of pariicular note, [ should point out that the parent company, Camelot Entertainment Group, Inc., is a public
company, and, as such, has substantial value that is far more secure than perscnal guarantees. For example, the
company would consider placing into escrow $650,000 in convertible preferred stock in the publicly-traded entity in order
to give your lender additional comiort of a substantial guarantee. The escrow would only be released upon satisfaction of
the laan.

We look forward to reviewing and finalizing the documentation with you tomorrow.

best

Ted

J. A. Ted Baer

In a message dated 4/1/2010 6:42:01 P.M. Pacific Daylight Time, nathan@ssparlaw.com writes:

Gentlemen:

Let me begin by apologizing for not being more responsive o your several phone calls and emails the past day or
so. [ have been in court and cut-of-office meetings nearly non-stop the past two days. I have tried to push along
the documentation and review those items you have sent me in between my hearings and meetings. | appreciate
your patience in this regard.

1 have reviewed Phil’s redline comments on the draft Note. I am fine with the majority of the suggested changes.
1 believe the only substantive disagreements are over (1) the default interest rate and (2) the identity of the
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guarantors. We requested a default interest rate of 5% per month and Phil pushed back with 2%, which is not
satisfactory to the lender. The lender is willing to reduce the default interest rate to 3.5%. 'As for the guarantors,
the lender requires that Bob Atwell, Ted Baer, and Peter Jarowey personally guaranty payment of the Note. This
requirement is based upon our current perception of the value of the two borrowing entities and lender’s ability
to be made whole solely from those entities and their respective assets. Upon our review of a list of the two
entities® respective unencumbered assets, we may either drop the requirement of the personal guarantees or cap
the liability of each guarantor at an amount less than the Note balance.

In speaking with Joe, the lender is also requiring that a particular employee of Camelot (whether or not he
continues his employment with Camelot) handle the distribution of the library collection during the five-year
period during which the lender will have a revenue mnterest in the borrowing entities. 1 will include this
requirement in the documents.

1 have given the draft asset purchase agreement a cursory review. Before I spend quality time on it and provide
vou with any specific comments, I need to know what stage you are at in your negotiations. I hesitate spending
significant time on this unless and until I know I am dealing with a draft agreement which is close to being final.
Please advise on the status of your negotiations and whether you think the APA will undergo significant
modifications.

As mentioned above, we need to receive a list of unencumbered assets of each borrowing entity. This is
important in our analysis of the need for personal guarantees and in crafting appropriate security agreement
language as to those assets.

I have attached and invite your review of the three personal guaranty agreements. We should have all of the
finance documents done by tomorrow. This should enable us to close late tomorrow or early next week.

Nathan S. Dorius

(801) 961-1308

From: Jatedbaer(@aol.com [mailto:Jatedbaer(@aol.com)
Sent: Thursday, April 01, 2010 8:55 AM

To: Nathan Dorius; Pmjarowev2(@aol.com; Joseph Pia
Cc: bob(@camelotfitms.com; plevofii@aocl.com
Subject: Re: Loan Documentation Scheduling

Nathan - good morning. In an effort to get a solid handle on timing in consideration of all our schedules, we would like to
sel up a conference call between yourself, Phil, Peter and me for a time as early as possible today at your convenience. We
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have a conference nurmber you may use - 712-432-0800 ext. 444480#. 1 would think that we only need a short time in
order to establish the timing for finishing all the documentation. Please text me several good times as I may be off computer
for a while this momning - and I will confirm a time that we can all talk. My cell is 805-441-4136.

thanks

best

Ted

In a message dated 3/30/2010 7:23:47 P.M. Pacific Daylight Time, nathan@ssparlaw.com writes:

Gentlemen:

Please review the attached draft Note, I am sending this to Joe simultaneously, and he may additional
comments or changes. 1 began working on the other loan documents and will circulate them once
completed. I still have not received the draft asset purchase agreement. When may we expect to receive
3 draft? Thank vou.

Nathan S. Dorius

(801) 961-1308

From: Jatedbaer@aol.com [mailto: Jatedbaer@aol.com]

Sent: Tuesday, March 30, 2010 6:22 PM

To: Nathan Dorius; Pmjarowey2@aol.com; Joseph Pia

Ce: bobi@camelotfilms.com; pleveffitiaol.com; Jatedbaer@aol.com
Subject: Re: Liberation Outside Review

Nathan - good afternoon. I am following up on your email below as Phil has left for the evening. If you have
those financing documents to circulate, we would appreciate seeing them tonight in order to move quickly on them
tomotrow when Phil will be back in the office to review with us.



Thank you.

Best

Ted

In a message dated 3/30/2010 7:46:17 A M. Pacific Daylight Time, nathan@sspartaw.com writes:

Gentlemen:

Good morning. Per a voicemail I received yesterday from Phil, I have begun preparing draft
financing documents which I intend to circulate later today. I understand that Phil is preparing
(or has prepared) a draft asset purchase agreement. 1 would like to review that draft agreement,
so please forward it to me at your earliest convenience.

In the meantime, would you please forward to me scanned copies of any UCC financing
statements which have been filed against any assets or interests of Camelot Films, Inc. and/or
Camelot Entertainment Group, Ine. Thank you,

Nathan

From: Pmjarowev2@aol.com [mailto:Pmjarowev2@aol.com]
Sent: Monday, March 29, 2010 1:01 PM

To: Jatedbaer@aol.com; Joseph Pia; Nathan Dorius

Ce: bobt@camelotfilns.com,; plevoifi@acl.com

Subject: Re: Liberation Outside Review

Hi Joe:

Let me also say thank you and that we look forward to working with you. The reason we want to limit
the distribution list is that the details of our financing do not really matter to the sales and marketing
team. AND, we don't want them distracted from the task at hand---which is selling the library and
generating cash.
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Also, I want to introduce Phil Levoff who will be assisting Ted and me in our efforts to close the
transaction. Phil is a corporate attorney based in Boston who is very experienced with "asset-based"
lending transactions. I have closed many deals with Phil over the years. I asked him to join our team
because I knew he couid get the job done in short order and get it done correctly. Phil's email address is
above and his office phone is §17-332-0624; his cell phone is 617-930-0624.

Regards,

Peter

In 2 message daied 3/29/2010 1:49:58 P.M. Eastern Standard Time, latedbaer@aol.com writes:

Hi,

Thank you, Joe.

Nathan - I can be reached today via email and cell phone - my cell is 805-441-4136. Please let
me know when you begin sending docurnents. Thank you.

By the way, going forward, the ccs on the documentation and correspondence should only go
to Bob Atwell, Camelot's CEO, myself, Peter Jarowsy (our financial advisor in Boston) and
Phil Levoff - our corporate counsel.

Best

Ted

Tn a message dated 3/29/2010 10:44:16 A.M. Pacific Daylight Time, joe.pia@ssparlaw.com
writes:




Hi,

My partner Nathan Derius will be initiating documents and sending them to
all of you for your review. It is our understanding that you will be providing
us with a draft Asset Purchase Agreement.

Nathan is the point person on the negotiation at this point although I may call
from time to time.

Best,
Joe

On 3/26/10 8:22 AM, "Joseph Pia" <joe.pia@ssparlaw.com> wrote:

We are continuing to finalize our due diligence. With that said, we want to
simultaneously work in good faith on the documents.

The documents we believe are appropriate for this transaction include:

Asset Purchase Agreement

Security Agreements for each of the levels of collateral
A Promissory Note

Guarantees

A Convertible Note and Power of Attorney should the
secondary and tertiary collateral be reached

Shares or options on shares

List of unencumbered assets

A Conditional Assignment

ok wnN s

©~N o

As we move to the next stage, one of my partners will be interfacing with
you about the preparation of documents.

Sincerely,

Joe

STUCKI. STEELE . P1A . ANDERSON . RENCHER
Media & Entertainment Law

Wells Fargo Building

299 S, Main Street, Suite 2200
Salt Lake City, Utah 84111
(301) 961-1300 (main)

(801} 961-131] (fax)

Joe Piat@ssparlaw.com

NBC/Universal Tower

16 Universal City Plaza
Suite 2000

Universal City, CA. 91608
(310) 230-5078 (maim)

Joe.Pia@ssparlaw.com
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Camelot Disifributibn— Group Projections

SALES PROJECTIONS

* indicates that there is already a contracted sale pending collection.

Samural Avenger
*Benelux
*Scandinavia
*Russia

¥India

France

LK

Eastern Eurgpe
South Africa
Thailand

Indonhesia

Hong Kong

Middle East

USA

Tots!

Distribution Fee
Distribdtors Net
Recoupable Expenses
Distributors Gross

Finic?

Japan

UK

France

Benelux:
Scandinavia
Graace

Eastern Europe
CIs

Australia

Middle East
Latin America
UsA

Canada

India

Thailand

Bouth Africa
Total
Distyibuition Fes
Distributors Nek
Recoupable Expeénses
Distributors Gross

5,000

9.000
15,500
17,000
20,000
25,000

5,000

5,000

5,000

2,500

5,000
25,000

144,000
25%
36,000
10,125

46,125

10;000
20,000
20,000

5,000

5,000
5,000
25,000

15,000

15,000
5,000
30,000
30,000
10,000
10,000
8,000
5,000
218,000
30%
65,400
0
65,400

First Strike.
*Thalland

Germany

Australia

UK

France

Eastern Eurape
Japai

South Africa

Totaf

Distribution Fee
Distributors Net
Recoupable Expenses
Distributors Gross

Nude Nuns
Germany
Uk

Franca

Eastern Europe
South Africa

Scandinavia

Benelux

Japan

Australig

Russia

usa

Total

Distribution Fee
Distributors Net
Recoupable Expenses
Distributors Gross

Mever Sleep Again
UK

France

Germany

Australia

Japan

Totaf
Distribution Fee
Distributars Net

Recoupable Expenses

Distributors Gross

5,000
18,000
4,000
8,000
8,000
12,000
10,000
4,000
69,000
20%
13,800
10,000
23,800

30,000
20,000
15,000
25,000
5,000
7,500.
5,080
15,000
8,800
5,000
25,000
168,500
20%
32,100
30,000
62,100

20,000
16,000
15,000
10,000
10,000
65.000
25%
16,250
25,000
41,350



Camelot Distriliution Group Projections

Cross

UK

CIs

Middie East
india

Japan

France
Germany
Seandinavia
Benelux
Fastern Eurcpe
Heng Kong.
Taiwan
Thailand
Indenesia
Australia

Latin America
Canada

Total
Distribution Fee
Distributors Net
Recoupable Expenses
Distribulors Sross

TOTAL SALES
TOTAL CDG NET

100,000
25,000
20,000
15,600

45,000

50,000
106,000

20,000

20,000
50,000
5,000
7,500

5,000

7,000

20,000
50,000
20,000

558,500

20%
111,900

25,000
136,900

1,216,000
375,875

The Wiffler
Heliraiser

One Lucky Dog

The Fallen

Zombie Culture

Rewark Mktg
Presale

Presale
Presale

Presale
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Tre SarLter Group

Independent Financial & Strategic Advisors

June 17, 2008

Mr. Mazk Lebowitz

Chief Financial Officer-
Liberation Entertaininent Ine:
1990 Westwood Bivd.
Penthouse

Les Angeles, CA 90025

Deat Mr. Lebowiez:

At your tequest, on behalf of Liberation Entertainment Inc. (“Liberation™ or “Company”}, The Salter Group,
LLC (“The. Salter Group”) has analyzed certain financial information regarding the Company’s flined
entertainment library (“Library™) as set forth herein-and submit this lewer on otir Andings.

The putpose of this zmalyAs was to express an-opinion (the “Opmion’ Von the fair market vahue as of March
1, 2008 (“Valnation Date”), of the Library on a controlling intesgst 33’&5;‘5 I0° sexve as a‘:ﬁ"ﬂmqqn basis, for
mtcmai planning purposes. 1o facilitate a prospective scmo):? ¢ fag_ﬂity N otwmh“st; %m:’ougml scope:
of the engagement, during the course of the analy .

the Library that required-a vaiue-m»p}ace_vn a“non%Emzs,ﬂ

\ Pty -"-‘.‘-
General In%r@angn

Liberation Entertainment Inc. &5 an indépenderit licensor and distributor of eatertainment content inchding:
)] mdepeﬂdem Hlivg; () documentaries; (K lifescyle proglammmg, (v} animation; (¥} classic television; and
(vi) music concerts worldwide via television and home eritettainment platforms. Corpox ate headquarters are
located in Los Angeles, California.

The termi “fair market value,” as used Berein, 4s defined gs the amount at which the Libraty would change
hands between a willing buyer and a willing seller, each having reasongble knowledge of all relevant facts,
neither béingunderany compulsion to act, with equity to both.

The teem “value-in-place” as used lerein, is: defined as value. detived from the Libwary deeed by The Salter
Group within the context of a particular set of circumseances that may ot may aot reflect typical matket
conditions. Such citcumstances may telate 1o ) asSets being exploitéd according 1o a particalar business plan,.
(1) assets being transferred uride: spc:ciﬁc transactional struchyreés and (i1} assets being explaited by a specific
management team. In this case, The Salter Group considered the value of the Library within the context of

wrw.saltergroun.com
10850 Wilshire Blvd., Suite 530
Los Angeles, California 90024
Tel'310.474:3774 Fax 3104743781
Los Angeles New York Paris Tokyo



Waik Lebowitz
Liberarion Entertainment Inc
June 17, 2008

the Library being exploited by the custent senior management of the Company (“Management”). For dlasity,
a value-in-place indicaton potentially differs fram a raditional fair market value indication,

It is the undetstanding: of The Salter Group, upori which it is relying, any recipient of the Opinion, will corsult
with and rely solely upon their own legal counsel witl tespect to said linitations and: definitions herein, No
represemtation is. made herein, or directly or indirectly by the Opidion, as to any legal matter or a5 to the
sufficiency of said definitions for any piirpose other than setting forth the scope of The Salter Group’s
Opinion hererindes,

Due Diligence:

In connection with this Opinion, The Salter Group bas made such reviews, analyses and inquiries as. The.
Salter Group lias deemed necessary and appropriate under the circumstances. Among other things, The
Salter Group has:

@ zeviewed the previous valuation, dated March 1, 2007 (“2007 Valiation™), performed’ by The
Salter Group and additiona! undeslying informatiosdal documents;

e spoke with certaitr members of Managemeént to discus
prospects and pigjected operations and perfomiafice:
ST R

@)  reviewed historic performance 111‘f03:f§%;10§_! ﬁ_pfk“‘ﬂie Libtasy,’ %E;pared‘“”‘ﬁyr Mianagement, in.the
form of a by-title licensing.qA8€ &1 S*a'ﬂ?{)tn%ﬁnﬁ"
2008, M A G e

oy
(v):  reviewed grof rec ?ptébféxemsts and Wi
. T e - T, e
net receidts arging fo thg _(;cggnp

g

efduies: prepared by Management; detailing the
titles as.identified by the Company;

o e .

&) reviewed historic-H ';Lﬁingfﬁgfdimaﬁbn, preparéd by Management, in the form of histodcal by-
fitle, byut&g.gféf@pﬁmﬁrgs of contracts from March 1, 1998 tirough March 31, 2008;

{vl) ’fmﬁizé%ﬁ;bémnc and prospeetive: performance information, prepared by Munagement, for

' “yclriin titles distributed domestically by the Company including: Third Man Out, Date’s Gow, Julie
z‘_’?zfﬁffirom Helibent; Sumper Storm and Poster Boy, which includes histotical information in the form of
yenr-to-date units, revenue and pet feceipts. incurred to-date through Decemnber 31, 2007, and
future remaining units, revenne and net teceipts ! expiratibn of each title;

(vii)  reviewed historic and prospective: performance information, pregared by Management, for
- certdin titles distributed in the UK including; Sierphonisr— L.5.1.0., Steregpionies — Remind, Wallsr
— Ay ir Now, Coliective Sond, Jeunifer Elfivon, Perfeer Disasters, The Gate — 5 top Snechin’ Stop Lyin', Tom
Badeer — Ulbineate Sei-Fi Ouiz; Barry Normair — Ultimate il Gty The B, Tan Wight — It Showldn't
Happen #o a Footballer, The 2006 Open Goff, and The 2007 Open Gaff which inclades historical
information in the formn of year-to-date units, revénue and Het réceipty ncurred to-date through
Decembet 31, 2000, units, reveniie and nét receipts for the year ending Decernber 31, 2607 and
prospective information in the form. of yearly unit projections for the year ending December 31,

2008 and all fxture years uniilthe expiration of each title;

(viif)y  reviewed prospective information, ptepared by Managetment, for certain titles added to the
Libraty from March 1, 2007 trough: February 28, 2008 inchuding: Aiime, The Hostie & the Nottis,
Canisy Out, Marves, Frogfonize, Gitde Rockl, Progigd and Exaraordinary Rendition which includes
prospective information in the form of future:gross and net receipts projections asising from the
distsibution and/or Heensing of each tifle- through jts expiration;

.‘_‘2"l
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(i) teviewed contractual commitments, including Arture. advances and nuiniorym guamntees payable
znd the tining of such firture payables as of the March 1, 2008 on a by-tifle basis; '

& reviewed, balapees of warecouped advances and minimum guarantee payments as of the Marchi 1,
2008 on & by-dile basis;

) zeviewed availability and expirasdon information for the Libraty, prepared by Management in the
form of 3 by-title and by-tersitory listing as of Masch 1, 2008;

(xif)  reviewed a by-title quality gradation of the Library, as provided by Management;

(wil)  szeviewed certin othei publicly available finsncial dam for ceitain compariies that we deem
comparable to the Company; and

(dv) -conducted such other stodies; analyses and inguiries as we have deemed appropriate.

The Salter Group has not independently verified the accivacy and cotmpléteness of the infounation supplied
to us with respect to the Library and does not. assurhe dny responsibilitpewith respect to it. The Silter Group
has not inade any physical inspection or independent appeaisal, oFapytof the propertiey or assets of the.
Libiary: ' ' Al M e Y Ty

T

defenderdy vesification, thet the bistric” financial inforthation
and profections provided to us have Jhesil SeasSrigbly” prepased #id,géfleet the best chrrently available
estimates of the fature fmancizir{rg@g[ég sadictadiiion of tiE Hbtargand that there has been no material
change in the dssets; financlakcondmicy, Biisiness orgpfoqg%tg%f& the Library since the date of the most
tecent fimancial informatfga i \ciavitlable. togiS agihly Berween the date of the most recent fnancial
information rrade 'avaﬂable};oaﬁ's” aid ithe',s}fé_:‘;ij%\aﬂ Elate).

o G Chsaer 2
TWe have relied upon and assumed, withiout hdeﬁ?@,&a o) v

As The Balter Groupis not.a ‘i%%mr"%c.comaﬁng firm, in connecton with thils dnalysis, The Salter
Group has not reviekfygé:%;&gé;%ﬁiﬁed the contracts nuderdying the distribution struciure associated.
with the Library."\Th& Salter’ Group has relied upon Management's represcntations regarding the
qixﬁli’taﬁv%g”%ﬁ%ﬁﬁig of the Librady, undeslying disitibuiion stracture and associated calculations as
well as Madagentent’s interpretations. of the related contracis/ agreements and other informaton as
noted abo_v%f‘

It §s the undetstanding. of The Salter Group. that the Librasy is primarily comptised of approximately 450
filmed entestainment titles from which the: Company genetates receipts by distibuting and/or licensing the
titles domestically znd internatonally. For purposes of this analysis, The Salter Group noted that the
Compary exploits the Library through two primary strategies.as follows:

) the Company distbutes cestain titles on DVD using third parties (e.g. dhrough the distribution
systems. of Geénius Products) to manufacture and merket the tifles for a set period of time in
exchange for a diseribution, fee determined as a petcentage of gross receipts generated by the
titles (“Distribution™); and

() the Company licenses the television and/or hbme entertainment exploitation rights to cestain
titles to third parties ih certain tersitories for a set-period of time in exchange for.a negotiated
licenise fee {(*Licénsing™.

"The Salter Group noted thar Liberadon’s plan to exploit the Libtary through Disttibution 2ad Licensing
varies by title and testitory, In general, Liberaton exploits: the Libiary through both Distribution and
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Licensing i the United States 2nd United Kingdom (“Hybrid Tertitories™) md solely through Licensing in
the zest of the wozld,

Meihodology Overview:

In-on: a.nalyms of Libeary, The Salter Group has taken into consideration its prospective income- and cash-
geacmuno capability. Typically, an investor contemplating an investment in a 311}1’117 with income- and cash-
 generating capability similar to Library will evaluate the risks and retuzas of ifs investment o 2 static asset
basis.

Accordingly, after due consideration of other appropriate and generally accepted valuation methodologms the
vajue of the Library has been developed prmatily on the basis of the income approach using the discounted
cash flow methed (“DCE™).

The DCF method iirvolves determinitig a valuation indication for a cash- -generating asset, and is particulatly
well suited to the valvation of intangible assets such as the Libzary.

The DCF-methodology involves the following key steps:
@
()

For purposes of détermining. et :
outh.md below In 'dei‘efon, ‘E“i

Reptesentative. Leval Pm;cctmﬁ&w T
With respect to estimatingtiheiprospective performance of the Libraty, The Salrer Group considered. by-tifle
righrs. informiation wnd” 13§gmﬁeat indicated exploitation: sizategies, inchasive of (i) =ights availabilities, (i)
rights e‘cpmaﬂoms;’fm. distEbution fees received, (iv) disuibution fees:paid to sub-distributors, (¥). outsmndmg
advances; (% dts%nbutton expense recoupments and (vii) tnarketing experise: £eCoupmments.

The. fo]lswmg sections portray the applied micthodelogy employed to determine estimates of prospective
performance of the Library: "With respect t0 estimating the prospective performance of the Library, The
Salter Group- developed forécasts for the prospective video and television media windows oa an anaval by-
ternztory basis from March 1, 2008 to December 31, 2027 (“Rorecast Petiod™), 4y detailed hetein,

Foz purposes of this 'urﬁy:sis The Salter Group segmented valne and prospective.cash flows < axising from. the
Library into theee inajor segtnerits as follows:

& Library Titdes (“Library Titles”): reflecting valve atising from titles with 2 demonstrated history
of exploitation by Liberation. (or third parties];

@ Quality AA Tides (“Quality AA Titles™): reflecting value arising from the top ter of ttles
detestnined by Management’s by-title quality gradation and M‘magements (or third pariies)
urvestiment in the dies:in the form of adwances; and

1 The Gordoa Grewth Medi] & & tnodel for detoriinitg the. value. of 2 cask flow into- pespetuity baged on 2 rcrmlml cashi fow (CI, a0 av erajie
prowth/decline mte (@) nod the weighted avimje cost of capml (8 “The:forrmida s as ollows CF* (1 + g / (k=

/|
e
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(iif) Management Forecasted Titles (‘Mamgemcnt Fotecasted Titles”): reflecting value arising from.
tidles with: limited demonstrated history of exploitation by Liberation (or third par txes), or with
prospective business/distdbudon plans by Management that may not be consistent with

historieal petforinance. Mamgemcnt has indicated that such- titles are Futcher segmented as
foﬁcm

a. UK Titles: reflecting value arising from select sitles distributed directly by Liberation in' the
United Kingdom;

b. Regent Titles: reflecting vale arising from titles produced and distributed through Regent
Releasing;

¢. Impenum Titles: reﬁecung yalae, aﬁsmc From dtles. produced and dispibuted: throngh:an
agreement with RATL; and

d. New Tites: J:eﬂec_ating vakee m;ising from unreleased or recently relegsed ttles.

With. mespect to the segmients. detailed above, The Salter Gmup 1p]_311ed o tcchmquegn_smnmanzed a8
followrs:.

6} for the Library Titles, in cases where higtfic ! e para 7k m ilyraty mfoz:muon was
available, The Salter. Group applie rggchﬁiques and met?’odo’”lp gies~Consisteat with industry
practice giving dseto.a F'u; Y i

{if) for the Quality A&”‘&M‘@ﬂd&”‘%ﬂaﬂﬁg&mmr P Legqsteﬁw
inforimation ”f;-%epa:g&_ ; Mmggmncnﬁf‘w@lcﬁ appealed o support a significant component of
Managerment’s faﬂ:casts fotecetinin “@uﬂhty AA Tites and Management Forécastéd Tites. The
Salter Group: ‘noted @Xf‘zthe gcn‘e"ml Lac:hmqueva and strategies ‘that Management. applied in
developing forecast Here. ‘gederally consistent with observable mdustty dpproaches, Draging
such rﬁ'imﬁ'\:;‘ 'T’iqc%S@lter Gsoup detérmisied that it would not be unteasonable to incorporate
appy ai}éil $50%: of the Managemeiit forecasted cash flovs in 4 fair market value analysis.

'E:he I"fﬁmning component of Management forecasted cash flows have been incorporated herein

L-._A_ﬂ i

umm Value-in-place basis.

'Iglﬂes The Selter Group reviewed detailed

Libiar Tzf/e.r Licensing Forecarts

With respect: to determining prospective gtoss receipt éstimnates for the Licensing activity of Library Titles,
The Salter. Group petformed the following steps:

(@ dnalyzed and compiled the availability and expiration information, as provided by Management,
on a by-title, by:teeritory and by-media-basis;

(H) categorized the Libracy Tides on a by-quality basis, based on information provided by
Manage‘mﬁnt;

{iit) aualy?cd and compiled the histogic license fees for the years ended December 31, 2002 through
Maxch 1,.2008 for each title on a by-quality, by-title, by-tesritory and by=media basm,

) consideied Beense fees that the hbmr}r would prospectively achieve in consideration of ‘thie
nalysis pci.fmmed in step. (ilf) above, as well as The Salter Group’s:

a. observations of license fees generated by the comparable quality tides of comparable
Hibtatdes; _
b. observations-of the behavior of ifvestors in forecasting comparable librades;
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)

{vi)
(vt

(vil)

&

®

c. conversations with Management; and
. conversations with industey patticipants.

forecasted gross sales for each e on a by-tertitory and by-media basis, for the following eleven
tertitories (“Forecast Territories?):

& Anstealls v Ttaly . Spain

. Benelux vi. Japan % United Kingdons
ii: Fragee vil. Latin . America %l United States
v, Getmaoy viii. Scandinavia

estimated, on a by-quality and by-media basis, the probabilities of sale based on an analysis of
Listotic sales.and availabiltties;

estimated a cycle-to-cycle decline rate to portray the-decline in licéase fees typically observed as
titles age and demand for licensing diminishes over time: '

el

4
ratian of the -e‘st’iﬁiﬁ’gns a8d analpses
-feetitory b;ésisﬁ%go&féér&@ 5f the Forecast
L

forecasted gross teceipts. on 4 by-title bass, in eiisidh
outined in steps ) through (vii) above,-of,

Tertitories;. ¥R B ™
-ﬁ‘ B

accouftted for othet te

apply_izzg; 2 gross-u
inclading consides

castes efritories {"Rest of World”) by
ecasiéd gross receipts, to imply a forecast

determined: ﬂmw%omwask shdng of“gross receipts, based on applicable distribution fees,
outstanding minimuny; Guirantees, recoupiment of tnabeting: cégpenses and fees and odhet
calculations %b’;fgfiﬂ tare-On 2 by-title or by-segment basis, a5 provided by Management, to
determite hiet réCeiptd’to the Contpany; and

ey B T . . . .
dedugtedadministration and overhead fees: associated with the ongoing administration: of the

intlés from neteceipts due to the Company:

J'Jﬁmgy TFitdes — Dlirtribation Fareousts

With respect t¢ detefmining prospective gioss receipts estimates for the Distributed activity of the Libzary

Titles, The Salter Group perfotmed die fo]lowingcsteps:

@

)

analyzed. and compiled the historic gross receipts foz the period ending Decembes 31,2007 for
each title 1o the United States and e United, Kingdom;

considered the gross receiprs that the Library would prospectively achieve i consideration of the
analysis pesformed in:step: (i) above, as. well as The Salter Gioup?s:

obsefvations of receipts generated by the comparable quality titles of comparable librasies;
ghservations of the behavior of investors:in forecasting comparable Ehraries;
conversations with Management; and

copversations with fadustry pasticipants.

po e

analyzed historical dotnestic home video distribution perfosmance: for the Library to determine
approprizte annwal decay rates. Specifically, The Salter Group reviewed by-title decay.rates to
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detetmine reasonable estimates of long term annual decay rates. for the Library based on histotic
pesformance levels.

The Salter Group noted in this analysis, that en a by-title basis, there wis often significant
Buctuation from one year to the next Itis the andetstanding of The Salter Groop that such
fuetnation is caused by () varying maiketing strategies; () vatying pricing strategies, (il) sefumns
and. rebates, {iv) prodict placement on shelves. in retail chanaels, (v) financial teporting
mechanisis, {vi) inventory reporting mechanisms and (v) other factors. In light of the above,
The Salter Group.focused this analysis onsurmmaby stadstics;

() compated decay rates from above with The: Salter Group’s observations of titles deemed similar
to the Libragy for purposes of ‘assessing reasonableness;

G compared decay mtes from sbove with The Salter Group’s observations of forecasting
techaiques.and approaches applied by buyers of assets in transactions and circumstances where
analysis was conducted involving other titles deemed similar to the Libwary for pumposes of
assessing reasonableness;

. .j(,uﬁ},-:
@]  applied'a decay rate to actual historical sales to deterfmme $h flows ¢ a by-title
basis through the Forecast Petiod; :

{iv) detenmined the Companys shage {.3? gosq» teceipts, based o applicable distribution. fees,
ouwsstanding minimum gumntms% xc:,csupment of kﬂﬂc“éﬁug e*«:pcnses and fees and othes
calculations as appraptiaté;6; 1: by 35 qyid'éd by Managétnent, to-defermine net
receipts to ﬂ% Co’i%sg) g ﬁti u«:”ﬁg% x ‘s:%é

Gv)  deducted eost ?@F sales and esﬂmqted}aémmxsmuon and servicing costs associated with the
ongeing opcmttona ofdlie @ornpmy

He

st fors-certatn Library Titles, Management provided pidspective gross teceipty

& Salter Group- relied: solely upon the forecasts provided by Management.

Cluality AA}T o Mmagemem Forecasted Titles

The Salter qup noted that the Quality AA Titles and Manugement Forecasted Titles had limired hiszogical
perror;:mmce information and/or operating history: Further, The Salter Group noted that Management’s
forecasts implied a level of overall: performatice -that was genérally inconsistent with the: observable histosical
pesformance for such ddes. As such, based on farcher discussion with the Company, The Salter Group
uoted that the forecasts provided by Management. reflect their prospective business plan: for each of the
Quality AA Titles-and Management Forecasted Titles, for which there is no observed historical perfortnance
pre_ccaent_

Duting the course of this analysis The Salter Group reviewed detailed information prepared by Managetment,
which appeated to support a significant component of Managetiient’s forecasts for certain Quality AA Titles
and.: Management Forecasted Titles. Duging such review, The Salter Group determined that it would not be
nnreasonable to mcoxpamtc appioximately 85.0%. of the Management forecasted cash flows in a fair market
value analysis. The femgining component of Management foiecaste& cash. flows. have been incorporated
herein on a value-in-place basis.

Deterniinction of Net Receipts Das Liberation
With respect to determining net receipts due Liberation from the prospective gross receipts estimates, The
Salter Group performed the following steps:
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(i for the L'Lbra):}r and Management Forecasted. Titles, summarized the prospective gross zeceipts
: estimates by segment and in ¢ases in which there were licensors with material advarices
suramarized the ritles by licensor within the segment (e,g: Regent Releasing; RATI and IFC);

{3y determined appropiate advance and cost recoupment oa by-title basis for the Quality AA Titles
and by sub-segiment for the Librarf and Management Forecasted Titles, based.on 2 compatison
of outstanding recoupable advances to forécasted gross receipts;

(i) deducted royaltes payable to third parties on a by-tide basis for the Quality AA Titles and by
sub-segment for the Libsary dod Manageiment Forecasted Tites, based on indicitions foony
Management; and

(i) deducred an éstimated adininistration and evedkead cost on the order of 15% of gross receipts in
constderition of the costs of the oigoing admimistraton:of the dtles.

The analyses described above ate furthet sunmarized and portrayed in the suppott schiedules attached hereto:

Advainie Obligations -

Through discussions with Management, The Salter Group dete;.mif“iéd,:mto be reasoaai:gle:to mdude in this
analfsis a portrayal of the aet present value of the Compar dv;fngl: obhgnttous* %%%ﬁtﬁrf Gzoup noted
that ) payment- of fumire advances. would be requited” 1;% osfiedsfer the Co dmgmy t"sa xeg:z_ﬁ distribution rights’

for c.ertam tlﬂf:b in the Lﬂ)lary and @1) i ) V dld a0t il snch gavmerzts, the Compmw’s

B mtlles. The Salter GJ.OUP ha
detailed below.

For purposes of ﬂns T‘ﬁ]né@ S f‘Gmup cotsidered certain adtninistration: 4nd servicing costs 1o
represent the overj;qacia an&’ adiﬂ‘mstmmre costs that & prospective acguiter of finaacier would ihcur in
r:xplomng thc uﬁd_ﬁlvmgﬂg i 's, which include but are oot Fmited to the followirg iteins:

(1} ‘-“xesal_ﬂ?ﬂes and bonuses;
}T}W

(i benefits;

(i) promotions and ‘nm'%r]'tcﬁng;
vy travel and eatertainment; and
%7 general office expenges.

The administration and sexviding costs also reflect cettain profitability objectives of acquifers and fisianclers
of filmed enterfainment content.

The Salter Group determined zppropriare levels: of administration and SEIVICing Costs: as consistent with our
observations of fypical mashket behavior associated with flmed entertninment content. Based on such
observations of acquiters and financiers valuing fimed entertainment content, The Salter Gioup Has
deducted administration and servicing costs'as a perceatage of gross cash flow.

Gulearlation of Bstirmaied Tacer
The Salter Group estimated ‘tayes associated with income arsing from Library inclusive of consideration of
amortzation.
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The calculation of taxes may be relevant and considered within our analysis because an acquirer of the Libravy
would be obligated to pay state and. fedetal income tuxes asising: from the cash receipts less (as appropate)
amortized costs of the marked up assct value, The discount rates selected by The Salter Group reflect the
after-tax cost of interest-bearing debt and equity, weighred according to the degree of leverage that The Salter
Group determined to feflect current imatket conditions.

The Salter Group typically observes that 2 acguirets.of 2 library will accotat for the price paid (in this case, the

determined fair value) as. an intangible asset on their baance sheet. Acquirers. would then zmortize the

intangible asset over time based on anti(;ipated and realized income atising from the asset. In effect, the fair
value (as discussed and calculated below)ds allocated against future income atising from the tifle for puIposes
of determining taxes, which impact the fair value, thus ereating a circular calculation. The Salter Group
seferences this estimated tax ampact as 2 “Purchase Price Amostization” notwithstanding the fact that there is
20 specific purchase ptice identified; rather, it is itaplied only by virtue of the determination of fir vahue.

Norwithstanding the above, The Salter Group has observed various. collateral-based calculations. and other
market activities occur based on a‘pre-tax basis. As such, The Salter Group has postrayed restlting valuation
indications on 4 pre-tax aad post-tax basis.

Discount Rates .
oti'ﬁ considered 2
Hed agamst 40. D% o3

siructire.

Costs of Capital
Ky 20.0% 18.0% _ 20.0%
Kn 55% 39% - 6.9%
Capxtai Stiuaw;e i
' iﬁ‘tth A 55.0% 60.0% 55.0% - 60.0%
DLbfa,,, AT 48.0% - 40.6% 45.0% - 40.0%
Debt to -Etluity Rilo 08 - 07 x G0.8:x - 0.7 x
Tire Rivte A0.0% -, AG0% 0% 0.0%
WACC 11.5% - 13.7% 12.6% - 14:8%
{Applied WACC 12.8% 14.0% 13:0% 15,0, ]

"To determine the Ke, The Salter Group utilized §) indications atising from the “capital asset pricing model™
and () information from providers of equity capital For similar assets. To. detesmine the Kd, The Saltet
Group-considered (i) inforination zegarding the cost of debt of public comparable companies. and floating
debf market rates such gs the 6-month LIBOR rate a5 of the Vialustion Date, (i) information from providers
of debt capital for similar assets; and. (iif) The- Safter Group’s observations of sénior debt levels for sirailar
assets.  As such, i considering such WACC, The Salter Group applied traditional costs for Kd and Ke
without considesation of the reasonableness of the represeatative level. Based upon these analyses, The
Salter Group utilized a WACC in the range of 12.0% o 14.0% on 2 post-tax basis, and 13.0% to 15.0% on 2
pre-tax basis.

2 Amadel dt.‘scr;bing thig eelationskip betveen risk and uspesed.cetam that is vsed I the pricing of dsky secorities, ‘The CAPM says thacthe expected
réturr of g security or a porfolio equals the eate on 1 dsk-free- \Lcunl.}' plusa tisk premium. TF this.expeered tetuen does npt meet or beat the reynlred
retutéir then the investént should notbe undectaken, "Fhe seurity markes line (SMI) plests the resulsiof tie CARM,

9.
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The Salter Group néted the following. paragraph related to discount rates for filmed entertainment produet
from AICPA’s Statement of Position on accounting for film producers:and distributors:

When. determining the faic value of 2 flm using a traditional discounted cash flow approach, the
discount rate(s) should not be an entity's incremental borrowing rate(s); fability setdement rate(s), of
weighted average cost of capital a8 those ratés typically do not reflect the risks assoclated with 3
particular flin. The discoant rate(s)y should consider the time value of money and the expectations
abotit possible variations in the amougt or timing of the most likely cash flows and an element fo
reflect the price market pni,;c_pzmtb would seek for bearing the-uncertainty inherent in such an asset
as well as other factors, sometimes usidentifiable, inchiding illiquidity and market imperfections.
When determining the Fair value of a film using the expected cash. flow. approach, the discount rate(s)
also would consider the, time value of money, Because they are. teflected in the expected cash flows,
there would bre .no-adjustment for possible variations ithe amounts ot timing of these cash flows. I
niot reflected in tisk-adjusted expected cashi flows, an addidonal elemient to réflect thie price market
participants would seck for bearing the uncertainty inhetent in such as asset as well as othet factors,
sonietmes: umde.nnﬁaale, including Mliquidity and maiket. unpcr{ectzom should be added to the
discount rate(s)".

i‘\ SN v
Thie Saltet Group nioted that its methodologies with regﬁid,tmdev&: “g,}ng%%ﬂ;c WALGarce

foregoing position. w{ fkm # . m 5,

\,{ig&

Fusthrermore, The Salter Group has vﬂlue:d’”ﬁ]zm E::ﬂjag.z:y as x s static” ’fmfgi opmtmg within 4 going-coricetiy
enterprise, meaning. that the unde] w@iﬁgg 5 ‘%BL& HSsets. of thid L -ﬁam presuimed. to atinin their highest
values as integral components,ofi V1uqd @peration and that liduidation of said assets
would likely diviinish themiue Eafﬂae% mry

i

Al valoation metbodolﬁgies that esty
Aassumptions: pertaining to- PRSP tive eﬁ;ouonuc, and. opetmng condmcms Our oPmmn EEL necws-mly baged.
on business, mazket andw@ ericond 'Emns as they existand can be evaluated by ws as-of thie Valuation Date.
Unanﬁmpateti eve.m;;\* md ct;;m‘flstances may. occur axid actaal results may vary from those assuimed, The

variations gt btg‘%&muaf.

&

Valuation ﬁiﬁc‘f)&nciﬁation:‘

Perfiroraince Comparison

The Salter Gtoup analyzed the forecasts develapeé diszing the-2607 Valuation and the historical inforination
that has been px:owdc& by Management since the 2007 Valuation for the period March 1, 2007 through April
30, 2008, as detdiled in the following rable:

‘Hmrf..mr,nmi"l’unnon (0-2; Aecounting by Producers or Distributors¢f Filme”, Amgrican Institate of Certified Public Asgountarts; June 12; 202

10
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Quality AA Titfes

Danicl Basne 34U03.2 1890 {1,515.2),
Gipsy Kings ' 1208 915 (38.0)
Mickiael Bolion 1158 5 [ 20]
Peter Guun 083 371 {713)
Phenomenon Archives 1417 - {141.7)
Scope 433 2603 (17.3
Soundstuge: oLp - .8
Wolverdne- - - -

Lost World 4887 264100 @247
The Invisitte Mai: 3073 1083 (19.43)
The-Soundics . 4583 1885 (269.9)
“"Hotel Erolica 4776 27.8 {149.8)

"Thied Parey Particibations

Qunlty AA Tities Gross Receipts 57659 ez
C_urrcnf"l'iiiﬁ:;
Curnent Othier Tilles P F
Rejgene Relensing Titles: 1 i g ! o
Rl Teele Titis 24378 T )% ol

*Univiersal Tides
Thicd Farty Prcddipaitons
‘Cureiie Titles Crioss Receipes

XIER))

Jdbrary "Fitles

: IJIer) Ot 8 5.8
IRC Ties ™, 859
ThizdBacey Pk i EEOE =
Libeary TilgeGioss Recdlptyy, 4%, & /292 T04.5 RE)
R U B - :
Tetal Gross Recsipsd % § &7 235008 13,752.6 {11,754.2%

TR i i

With consideration of t};ﬁ*‘@ﬂ;ﬁoéﬁgﬂmﬁﬂﬁcm performance of the Company in comparison to its forecasts,
Management’s v_a:xpa\&?tﬁbm:g;gg%tdiﬁg the future operaHons of the Comipatiy and The Salter Group’s
understanding: Gfug lnng%s th the filmed entertziiunent destry and éapital madkets, The Salter Grovp
adjusted E&%:tain%{gxecﬁast methodology and valuation mettics-used in the 2007 Valuation. Specifically, with
Tespect to tHeValue-In-Place indications for certain Quality AA Titles and Management Fotecasted Titles,
The Salter Group has specifically considesed key elements undesrlying the projected performance. Far.
additional commentary fiom Management regarding the Library’s performance relative to previeus forecasts,
please teférence Appendix A,

Suminary Findings:
In addition to the:above, the fndings presented below herein assume, without independent verification by

“The Saltex Group, the following:

& upon a patential foreclosure of the Library by any lender aguinst the Company, the
“ distribution rights held by the €ompany are-entirely transferable to such, lender and fox any
‘potential acquirer of such distsibution tights;
(i) upon a potential foreclosure of the Library by: any lender against the. Company and/ot sale
of the rights to a third patty, all existing output agreements and similat distibution
agreements with are folly assumnable and tansferable to such lender of third party acquirer;

Gi)  there will be no misallocation-of receipts that should be ascribed to the Library-ascribed to
non-Library assets. As discussed with Management, this is remedied by the dnclusion of all

-
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upcontng and future programmisg of distdbution rights to the Library with periodic Librazy
valuation updates. that reconcile for differences between newly added programming and
interita lcense Eibeary rights;

(iv) all the mformation regarding the Library, the dtles therein and the ownership of the rights
associated with such titles (“chain.of utle”) is acenrate and complete;

) the physical assets coinprising the Library are in good condition with =Il marketing, collateral
and language tracks in acceptable condition;

i) the slléwanice for patticipaticns and residuals réfiected as a deduction to the cash flows and
value as represented by Managemernt 1e¢wrnblv reflects an accutate: representat:on of sach
obligations, and there ar¢ fio furthes obligations owing against such assets.

(wi)  there is no lirigation or outstanding liability associated with the Library that would mateztally
impact our valuation conclusions;

Based upon. the investigation, premises, pfmusos and mfilyscs ouﬂmed above, and sub]ec,;.go the' atiached
“Limiting Factors and Other Assumptions™ iris our epinion th arch 1,.2008 e i‘mr Market Vaiue
and Value-in-Place components of the Library on - inferest basi ““%éas&na‘bly stated as
porteayed in the following table:

Rahge of Value:
Fair Market Value Indication
L:bmrv ilﬂe.‘; Lao - 1,700.0 L3060 - 1,800.0
AAO00 - 5,000.0: 54000 - 5,700
98000 — 103000 11,0060 - 11,3004
2000 - 23000 25000 - 7,600.0
150040 = 2,000.0° 22000 - 23000
31000 — L3000 22,9000 - 235000
‘Ia;ue—iu—l’igce'indicatiqx!
Unadjusted Menagemerit Forecasts 50000 - 520048 0000 - 61000
‘Total Fair Masker Valire & Vahire-in-Plice Pre-Advances © 26,1080 T —~ 26,5000 28,8004 - 29,900:0
Advance Obligatons _ Bo00.0) ~ {7.900.0y (3.000.0) - {7.500.0)
Total After Advance Obligations RS - 18,600.0. 20,8000 - 22,4000

In accordance with recognized professional ethics, our fees for this service are not contingent upon the
opittion expressed herein, and neither The Salter-Group not any of its emplovees have a present ot inlended
financialinterest in the Company.

The Opinion, e\prcsscd above, 13 adyisory in nature, The '1ct.0mpanvmg decumeatation and exhibits more
tuily describes the pzemises analyses and logic upon which the Opinion is founded. Before 1.1}rmg uposn the
Opm.ton the accotmpanying documentation and exhibits should be read 2ad analyzed in their entirety.

he sbel o Mt

THE SALTER GROUP, LIC
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LIMITING FACTORS AND OTHER ASSUMPTIONS

The professiondl fee for this engagement is not contingent upon the results set forih in this written opinion
(“Opinion”} prepared by The Salter Group, LLC (“The Salter Group”).

This Opinion is based on business, general economic, market and other conditions that reasonably could be
evatuated by The Salter Group as of the date of this report. Subsequent evants that could affect the conclusions
set forth in this Opinion.include adverse changes in industry perfosmance of market condilions and ¢hanges to the
business, fnancial condition and resnlts of operations of the Assets. The Salter Group is under no obligation to
‘update, revise or reaffinm tliis Opiniont after the date hereof or priox to the closing of any transaction

This Opinion is intesded for the sole use of Liberation Entertainment Inc: {the “Company™), solely for the
purpose stated in the Opintod, and inay not be felied upon by any other person ot for any other purpose without
The Salter Group’s prior written consent. The conclisions set forth in this Opinion aze based on methods and
techniques that The Salter Group considered appropridte under the curclunstances, ind represent the opision of
The Salter Group based upon information furnished by the Company and its advisors and publicly available
soieces. “The Salter Group has relied upon the Compaty’s (i) tepreseﬂtqttens that the nformation provided by it
of on its behalf, is accusate and complete in all materal recpuests, and (u) ﬂg& eement to notfy ngifdt leams of any
taaterial misstatement iz, ot material oimission from, any mfomnatm,n Ptegs,gusly delivemd“‘t\? q‘;hf: S@Jtcr (Grovp:
While all public information (including industry and. qmﬁsﬁ -;ﬂﬁm@nn;ﬁﬁda) was obtaineﬁffx% Sourkes we believe
are reliable, The Salter Gronp makes no representition € 580 E%lﬁ:%cumcy ur,,,t;gjmplmepcqa thereof, and we kave
relied upon such public: information and z]i mfmm}ftgon pmvlded byh ¥ Qn i;ei:mif 5L, the Company without
independent verification. P iy

- The opinians set-forth in' this- @Q Pﬁ%r&.ﬂot tatended by ‘Eh [1& Group, and should adt-be constrred, to be
investment advice 1 any- ﬂ‘fmne%w!"krfsoever R .@&e,mo opsmon counsel oz interpretation is intended in
mattéss that réquire legal, accmuug tag, f¥yrance Joi other appropriste professional advice. Such opinions,
rounsel or interpretations should b,gq’ii't&gme gb%‘ 2oty seciplent of this Opinica from the appropriate professional
SOMLCES.

pal

For purposes of Jid4 Op;lmazagb The Salter Group assutaes that the Comipany has cc)mphed with all applicable
federal, statgs méﬁ’i‘ema}éu.euuiauom #0d Jaws, unless the lack of compliance is specifically noted herein,
et

Exeept to th;ﬂiéteu’t specifically disclosed in writing (o The Salter Gronip, this Opinion also assumes that (@ the
Company's.nmanagement would continee to-mmaintain the character and Integrity of the assets vatl, and subsequent
ta, any- sale' or other transaction, and (iij the Compaay has no undisclosed {n) material contingent assets ox
liabilities, (b) unusual obligations ot substantial commitments; other than those incirred in.the ordinary coutse of
business, and {¢) pending or threatened litigation that would have amaterdal adverse effect on the:Company.

Any iecipient of this Opinion {other than certain pefsons affifated witi the COﬂiga‘;ﬁj{, 2% specified in our cliend
e'ngngﬂ:riem letter) 'wheé has not signeci and returtied to The Salter Group its customaty “Schedule A™ access Tetrer
agrecrnént is niot authorized to review o retain this document. Any such induthorized peison shall be deemed to
have acknowlédged and agreed & the: fo]lowmg additional terins, eoaditions and limitatioss: (D) this Opimon wa§
prepared in accerdatce with instructions provided by, ind foi the exclusive use of, ouc client, (1) this Opinion may
ot nclude all proceduses deemed necessary. or desizable for the purposes of any unauthotized recipient; (i)
ueithe The Salter Gioup nor any of its owners, officers or employees owe any duty or Lesgyons:\bihty to any
umauthorized. recipieat, and (1v) thiis Opunon may not be quoted, referénced or distibuted, i whole or i past,
without the priorwritten consent of The Salter Group.

=13-
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APPENDIX A
Management Discussion of Actnal Performaace vs. Projections
General Overview;

TV/DVD Licensing numbers for 2007 in general were lower than projections. as. the sales efforts were
hampered by 2 key factors: 1) the long-time, seniot sales executive suffered a severe illness and 2)
undetperformance of the juniot: UK sales person. These eveiits led to not only lower sales, but to the need to
restructure the team. Korn Ferry was retained to find 4 séasoned TV sales executive whio would zeshape the
teatns annd the strategy. That sales excentive; Matt ,‘Coqperstein, started with Liberation in late March 2008.
e was previously a Seaior Vice President of sales at Universal Studios where he develaped and lauached 2
very successful syndication shows: Béind Date and Fifth Wheet: He also was Senior Vice President of sales at
Polygtam TV. He is cuirently recruitng for a new seles person to coves certain futernational terrtories.
Additionally, we recently made arrangements with new sales agents in Latin America and Asia to sepresent
out properties.
: “"‘;i P
On the DVD front, our head of DV sales left the company, gaﬁ*sié;f'g Fagid in onr ‘Eﬂ?ﬂlﬁy\t ? inferact with cur
DVD dismibutors and our costomers, with a resulting impficeibon sﬁeé‘in 2007, W%lﬁ?é‘%ﬁz{;%v“étﬁﬁ%bk to hire a
hew General Manager of DVD mid year, hie could, ndt sant 4n il dose thesetid of zgg)‘? We hited a seasoned

DVD imarlteting and sales. executive ;fromﬁ%da%ﬂoéﬁ%ig Si"é%wc;?th,: wh%;?l‘s aﬁ%gﬁy Ead a huge fmpact on.the
structure of theoperitons and our sﬂﬁg’ﬁ -t i ey Sy

AT by e
Also,. Goldhil, our msmbtoﬁio%:f?%ﬂ%}c’f Buore, mﬁgx_:iﬂin{td' :

séverely impacting o ability td:filly carry,oritiout silds-Seategy for the property. While the fitst 2 (5f §)
seasons sold well, seascns%ﬁﬁ'werq;gﬁ-e.ﬁ:ﬁ@' ed 6. onr satisfaction. Season 6 and the Rl Seasons 1-6
collector’s seti¢s have niot-yet b telégsed,as ariginally planned. We are cuzrently in a legal dispute with
Goldhil, When we get 519%509 otrts back, we will relaunch the DVDs back into the matketplace.

o %’Q‘fﬂn BT ) )
We look toypsd, Ritucjoveine sticams like the WB's new digital platform and the giowth of VOD o
‘supgiemaﬁ%fgmg LY. aad DVD licensing and DVIY reiail sales.
kA

The fo}lowigg;vjﬂ address specific titles:

@ Troiel Boone: Licensing activitles impacted by sales team sssues: noted above; Sale.to U.S: TV
was delayed. According to our U.S. sales agent handling the show, he is packaging the fidle with
other classic TV shows, and fhe dealwas unable to be completred-in 2007. U:S.DVD distribution
affected by Goldhil situation noted.above.

Projected worldwide TV revenue is cansidered very reasonable and equates 1 approximately
$30k/episode. over the period. This. includes an estimated §lm or more foin the US market’
inittally, with fature cycles to come, Thete 4té 2 tuimber of unspld internztional tersiiofies o be
sold.

We will be taking the title back from Goldhil as rioted above and relaunching il seasons again to
he. marketplace. We have yet to flly exploit all the seasons and season § was never teleased,
Additionally, we will release a full collector’s pack {with all 6 seasons) at some poluat. Ta addition
to typical reril sales, we will contimme to ficense the show around the world whese we do not
have a distribution presence (e.g:, we just made a-sale to-Spain for $50k to Impulso for DVD
rights). We also expect to take advantage of the various alfernative methods of distribution
inchiding the nex digieal platforms,
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(i)

{iv).

Notwithstanding the above, to better reflect out view of the marketplice; we have both reduced
the estimates for Daniel Boone in themost recent vahuation, 45 well as provided the estimates on
moze of a generally declining basis over the years as opposed to last yeat.

Gipsy Kings: TV licensing fell shott of the, 2007 prajections due to the issues noted zhove,
Home Entettainment/DVD i total approsimated the projection put forth last year. The Gipsy
Kings conéinue to. tour ind we expect continued sales of the title,

Michael Bolton: Projection achieved within $4k, with DVD exceeding projections and Ecensing
lower a5 per reasons above.

Peter Guen: Licensing revennes fell shirt as 4 result of zeasons noted above. “There have been a
murpber of discussions Eurrounding.;-the-fmnakc of Peter Gunn, whether a:seties of “MOW-type”
formats, a movie of 4 new seties. Our TV projection ¥s. onlyat $7k/episode. Liberation will et
back the righes to the DVD at the end of 2008 and will release the Sele ia DVD, as well as-
expleit-on digital phatforms. Liberation owns this title in perpetuity. We did review the timing of
the projections and they are presented oo more of 4 general declining basis. than the priog
vahuation. Y e

Phenomenon: Licensing impacted. by issues éptﬁ Fabove,
tracking, we have interest currently in Friii@s and] THIE, as well as

]

Scoper We achieved 70“4 of’

issues noted abowe. il y
5 g w7

Lost World!™ "%Wf?igglﬁéved 7% 8 theE sgvenue goal for TV. We Lave had a Canadian sale
pending for E;;@,%@i’é—jﬁ 0k, We e a%ga.ihng certain legal cextificates to-complete the transaction,

which we thought %@%1 placE’a 2007, The show continues to be of geeat interest around
the wogld. \Xgﬂfév% #5t achieve the DVD Licensing projection, we did rélease the title
ours'elqggyiia”;fe dnonally near the end of 2007,

(i) «gﬁﬁvﬁs&%ﬁ&\mfhﬂ Licensing was: impacted by sales issues noted above. ‘Similar to Peter Gunu, we.

(@)

(e

(i

Sowa-this property in. perpetuity, and expect the show to be remade in somie fosmat. However,
“we did reduce the projections. from the prior valuation more in line with Peter Guina,

The Soundies: When we did the 2007 projéction, we had sold a aewly produced show 1o PBS
for thetr Spring Pledge. The seties did not go forward with PBS, but we are in continued.
discussions with other entities, Additionally, the licensing potential of this huge libiaiy of
valuable material s enotmous, and we, eu\'pect't{a"be:. akle to exploit it much better going forward.
Notwithstanding, we did seduce the projections for the title it this valuation since we did not get,
the immediate boost from a seties pick vp fast yeat.

Hortel Brotica: We exceeded the sales projection for 2007 for TV, but.did not make the Home
Entertainment licenses, again as a result of the sales issues noted above. Thiy property Hes 2
tremendous amount of interest internationally and we are licensing continually.

Lilitary Other: We achieved ;ipp_r.oxﬁnatdy- 70% of the $700k-or so projected for other Hbrary
titles: -Agein, the sales were impacted by the issues noted above,

Regent: While we achieved slightly less than 70% of the DVD projection; approximately §2m of

projected zevenue not achieved was due to titles shifted into 2008 or delaved. to much Jater in
2007 to be able to achieve the targets:. These delays wire due to Regént‘b&iqg-ﬁnable to deliver

-15-
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(it

(xiv)

the ‘titles to u§ for release as otiginally anticipated. Additionally, we did not end up selling the
tides into the international DVD market as anticipated last yeaz. We also. expected Regent to
make hcem,mg deals faster than they did on the joiat venture dtles. We have not yet recorded
out portion of the deals they did make thus faz, however, as we just recently seceived the
mformation.  Asa result of a review of these ttﬂes the projections have ‘been adjustéd in lne
with the general sales trend of the varicus genres we sell from this producet.

Universal Titles (segregated in 2007 valuation). Seemingly consistent with the segments of the
hblm.jr noted alidve, we achieve alimost 70% of the projected sales for 2007. Again, tefer to
issues fivted above.

RAI (Imperinm): We had hired a consultant in 2007 to stll this show to PBS 4nd/ot other.
outlets and obtain spensorship tevenue. The timing in the marketplice was not ideal during the
pediod of Lis engagement, and we decided to delay the project. We still achieved 35% of the
projection on othet lcensing deals. ‘Our new TV sales executive will take over the sales of this:
title ia 2008,

Other Current Tifles: We achieved about 60% of tie PIOJCCLEGES for all ptifer atles. The
primnary shortfall came m the UK, where we, h’xd cwmﬁiﬁ“hohd';y gl_ﬁ;mg& ?éiﬂes that did not
perform as expected. Hot the 2006 lholiday sas@g, 3@'—’5: B‘aci 4 miajof § uc e%‘s- ) Izm Wright, 2
footballes in the UK. Wi sold over 30k Gnitshand yon sifish. Video*fward for Mabering,
We. attempteé o Toplicate that, gﬁcc&%’ﬁ&zﬂr@axy ngkﬁ%gﬁ@othéa:, arous footballer in the UK,
but the market did ot egﬁé\c:%f%‘*{u?c kit aboyy: 5@/@ of} out sales gcm[) We-dlso released an:
interactive. game, c;a]laé,me’&% the Taro, whitk b ;rriajor successin prior versions (we-also had.
some succ:essw:.th\; terdetive ttle;s d‘eﬂvezr‘befme) Un.fomm1tc1y, the UK interactive BVD
game market ‘&‘ﬂe&fﬁ"p and we f&l}ippedu}{)% of expectations. Addzﬂonaliy, we released the Efe
story of Ricky” Hattc _ who fo gh:,f Eyd Maywedther in Vegas in Noveinber 2007, While we
still sold a reco;;:ks"" ?_pg ngmber of nnits (top boxing titlé. of all time) dnd again'won 2 Begsh
' kéting for the tifle, Hatton lost the fight and we did not hit the targeted.

We have. dﬁné‘a eeupﬁc of things: going forward. Fitst, we have dzamatically reduced our refiance. on fourdy
quActer “ngmng’” titles in the. UK (e may only have I in 2008-not yer acquiréd and divs not reflected in the
valuation). Additionally; we hiave itisisted that-our UK office be more conservative in the projections, both
from a units and pricing prospective, which ate teflected in this valuation,

16
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