Incentive Capital v. Camelot Entertainment Group et al Doc. 44 Att. 3

From: <Jatedbaer@aql.com>

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

Subject: Re: Loan Documentation INFORMATION REQUESTED

To: nathan@ssparlaw.com, joe.piai@ssparlaw.com

Ce: bob@camelotfilms.com, plevoffimaol.com, pmijarowev2(@aol.com, jamie@camelotfilms.com,
Jatedbaer({@aol.com

Nathan -

| am attaching four files that cover the unencumbered assets of the two barrowing entities: Camelot Fiim Group and
Camelot Distribution Group:

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

2 - the Up-dated 2010 vaiuation of the Liberation Library prepared by the Liberation management {i.e. an
update from the Salter report enciosed)

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 thergon.

Also, of particular 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 personal 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 comfort of a substantial guarantee. The escrow would only be released upon satisfaction of
the loan. '

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

best

Ted

J. A Ted Baer

In @ 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 to your several phone calls and emails the past day or
s0. I have been in court and out-of-office meetings nearly non-stop the past two days. I have tried to push along
the documentation and review those items vou have sent me in between my hearings and mestings. [ appreciate
vour patience in this regard.

I have reviewed Phil’s rediine comments on the draft Note. I am fine with the majority of the suggested changes.
I 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 defanlt 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 interest in the borrowing entities. I will inciude this
requirement in the documents.

1 have given the draft agset purchase agreement a cursory review. Before I spend quality time on it and provide
you with any specific comments, I need to know what stage you are at in your negotiations. 1 hesitate spending
significant time on this unless and until I know ] 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.

1 have attached and invite your review of the three personal guaranty agreements. We should have alf 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@agl.com [mailto: Jatedbaer@aol.com]
Sent: Thursday, April 01, 2010 8:55 AM

To: Nathan Dorius; Pmijarowey2(acl.com; Joseph Pia
Ce: bob@camelotfilms.com; pleveffi@acl.com
Subject: Re: Loan Documentation Scheduling

Nathan - good morning. In an effort io get a solid handle on timing in consideration of all our schedules, we would lilke to
set 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 number you may use - 712-432-0800 ext. 444480#. T 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 morning - and I will confirm a time that we can all talk. My cell is 805-443-4136.

thanlks

best

Ted

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

Gentlemen:

Please review the attached draft Note. [ am sending this to joe simultaneously, and he may additional
comments or changes. I 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 1o receive
a draft? Thank you.

Nathan S. Dortus

(80139611308

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: bob@camelotfilms.com; plevoffi@aol.com; Jatedbaer@aol.com
Subject: Re: Liberation Qutside Review

Nathan - good afterncon. [ am following up on your email below as Phil has left for the evening. If you have
those fimancing documents to circulate, we would appreciate seeing them tonight in order to move quickly on them
tomorrew 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@ssparlaw.comn writes:

Gentlemen:

Good morning. Per a voicemail ] received yesterday from Phil, I have begun preparing draft
financing documents which [ infend to circulate later today. I understand that Phil is preparing
(or has prepared) a draft asset purchase agreement. } would like to review that draft agreement,
so please forward jt 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, Inc. Thank you.

Nathan

From: Pmjarowev2(@aol.com [mailto:Pmjarowey2(@aol.com)
Sent: Monday, March 29, 2010 1:01 PM

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

Cec: bob@camelotfilms.com; plevoffi@aol.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 mattar 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, 1 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 could get the job done in short order and get it done correctly. Phil's email address is
above and his office phone is 617-332-0624; his cell phone is 617-930-0624,

Regards,

Peter

In a message dated 3/29/2010 1:49:58 P.M. Eastern Standard Time, Jatedbaer@aol.com writes:

Hi,

Thank you, Joe.

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

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

Best

Ted

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



Hi,

My partner Nathan Dorius 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 ievels 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

SRR

® = m

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

Welis Fargo Building

299 S. Main Street, Suite 2200
Salt Lake City, Utah 84111
(8011 961-1300 (main)
(801)961-131] (fax)

Joe Plad@ssparlaw.com

NBC/Universal Tower

10 Universal City Plaza
Suite 2000

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

Joe Piaf@ssparlaw.com
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Camelot Distribution Group Projections

SALES PROJECTIONS

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

Samurai Avenger
*Benelux
*Seandinavia
*Russia

*India

France.

Uk

Eastern Europe
South-Africa
Thaifand

Indenesia

Hong Kong

Middie East

USA,

Total

Distribution Fee
Distribicitors Net
Recoupable Expenses
Distributors Gross

Fink!

Japan

UK

France.

Benelix
Scandinavia
Greace

Eastern Europe
CIS

Austraiia

Middle East
Latin Arerica
USA

Canada

India

Thailand

South Africa
Total
Distribution Fes
Distributors Net
Recoupable Expenses
Distributors Srogs

5,000
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
48,125

10,000

20,000

20,000

5.000

5,000
5,000
25,000

15,000

15,000
5,000
30,000
30,000
16,008
10,000
8,000
5,000
218,000
30%
65,400
0
65,400

First Strike
*Thailand

Germany

Australia

UK

france

Eastern Europe
Japan

South Africa

Total

Distribution Fee
Distribufors Net
Recoupable Expenses
Distributors Gross

Mude Nuns
Germany

UK

France

Eastern Etirope
South Africa

‘SBcandinavia

Benelux

Japan

Australia

Russia

USA

Total

Distribution Fee.
Distributors Net:
Recoupabie Expenses
Distributors Gross

Mever Sleep Agaln
UK

France

Garmany

Australia

Japan

Total
Distribution Fee

Distributors Net

Recoupabie 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

30,600
20,000
15,000
25,000
5,000
7,500.
5,000
15,000
8,000
5,008
25,000
160,500
20%
32,100
30,000
82,100

20,000
45,000
15,000
10,000
10,000
65,000
25%
16,250
25,000
41,250



Camelot Distriblition Group Projections

Cross

UK

CIs

Middie East
India

lapan

France
Germany
Scandinavia
Benelux
Fastern Europe
Hong Kong,
‘Taiwan
Thailand
Indonesia
Australia

Latin America
Canada

Total
Distribution Fee
Distributors Ne#
Recoupable Expenses
Distribuiors Gross

TOTAL SALES
TOTAL CDG NET

100,000
25,000
20,000
15,000
45,000
50,000

106,600
26,000
20,000
50,000

5,000
7,560
5,000

7,000

20,000
50,000

20,000

559,500
20%
111,900
25,000

136,800

1,215,000

378,575

The Wiffler
Hellraiser

One Lucky Bog
The Falten
Zombie Culture

Rework Mktg

Presale

Presale
Presale

Presale
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THE SaLter GroOUP

Independent Financial & Strategic Advisors

June 17, 2008

Mz, Mack Lebowitz

Chief Financial Officer
Liberation Entertainament Ine:
1990 Westwood Bivd:
Penthouse ‘

Los Angeles, CA 90025

Deat Mx, Lebowitz;

At your request, on behalf af Liberation Ertettainment Tac. {(“Liberation” or “Company’), The Salter Group, |
LLC {‘The Salter Group”) hes analyzed certain financial informatich regarding the Company’s flined
entertainment Ebeary (“Library™) as set forth herein-and submit this letrer on our findings.

The putpose of this analyszs was to express an opinion (the “Opinion”}%on the fair market yame a5 of March'

1, 2008 (“Vahation Date”), of die Library on a conttoihng Lﬁtﬁsﬂst%%b o serve as-i Tﬁ'ﬂmtmn basig for
- ‘&_%h,c, _

interdal planning purposes 1o facilitate a prospective senio Notwitis] i ongtmﬁ. scc-pe

of the engagement, during the course of the aﬂal;y_si”' & Eﬁ € GrouH tdﬁ;gﬁﬁed ceb

the Librarythet requireda valuc-m—p}ace V’Li‘— i is, By defmed b@;l . ‘

of persons to whomi, they are; 'ﬁfkﬂl
other purpose.

,,_

c - Ha
B 5
¢ gﬁ,e

For putposes-of this valuarion, T AL j i
't‘:ompﬁising the Library. T,;e ﬁ'
acquisitions of titles @

L .
Groub has aasume(g th‘Lt'*iib. Fira is 2 static asset_an asset tlmtls .nomreaewable aaé cieclmz.
: o 3 : -

B has taken into consideration omly the axiéting titles currendy
"p lms noz constdered 'my fut'urc glowth Qf the lerary as % J.esult ef

, Tk
General Informiation:
Liberation Entertainmeént Inc: is an mdapendent licensor. and distributor of entertabmment content inchuding:
o mdcpendent filing; () documentaes; (i) lifescyle programming; (iv) animation; (v) classic television; and
{vi) mwsic concerts worldwide via television.and heme entertainment platforms. Corporate headquartess are
located in Los fingeles, Californis.

The termn “fair market value” as used herein, is defived a5 the amount at which the Libziy would change
hands between 2 wﬂhno' buyer and a wﬂhug selles, edch havmg reasonable. Lnowiedge of all relevant facts,
neither being tnder-any compuismn to act, with equify to botl,

The ferm “valuesin-place” as used lierein, i defined a3 vdlue desived from the Library deemed by The Salter
Group within the context of 2 particulat set of circumstinces that may or may nat reflect typical market
conditions. Such circumstances tnay telate to- ) assets being éxploited according to a pasticular business plan,
(i) assets being tiansferred under specific ttansactional siructures.and (Hi) assets being expleited by a specific
management team. In this case, The Salter Group considered the value of the Library within the context of

worw: saltergroup.com
10850 Wilshire Blvd., Suite 530

Los Amngeles, | Cahforma. 90024
Tel310:474.3774 Fax 310.474.3781
Los Angeles Mew York Pauis Takyo



Matk Lebowitz
Liberation Entertaingment o,
June 17, 2008

the Library being exploited by the cuitent senior managerment of the Company {"Manzgement”™). For clarity,
a value-in-place indication potentially differs from a traditional fair market vajue indication.

It is the understanding of The Salter Group, upod which it is relying, any recipient of the Opision will consult
with and tely solely upcm their awn legel counsel withr respect to sud litnitations and definitions hetein. No
representation is tnade herein, or directly of indiiectly by the Opision, ds to agy legal matter or a8 to the
sufficiency of said’ definitions for any pixpose other than setting forth the scope of The Salter Group’s
Opitiion: herennder.

Due Diligence:

Tt conmection with. this Opinion, The Salter Group has made such reviews, analyses and 3 inquiries as The
Salter Group hias desmied necessary and appropriate under the circumstances. Among other things, The
Salter Group has:

@ reviewed the previous valuation, dated March 1, 2007 (2007 Valuzdon™), performed by The
Balter Gronp and additional undeslying mfonnaucml documents

(i

(D

&)

’aﬁ& ‘mQtDuc and prospective perfermance information, prepaved by Management, for
ek xta,m titles distributed domesticaily by the Company including: Third Man Ous, Danst’s Com, Jude
jaﬁman, Hellbent, SumpmsrStorsr and Poster Byy, whick inciudes historical inforination in the form of
yedr-to~date units, revenue and net- teceipts. incnsred to-date through December 31, 2007, and
future yeinaining units, revenie and net fécelpts vadl expiration ofeach tite;

(vil)  reviewed historc and plospccuVL peiformance information, prepared by Mandgement, for
certdin titles distributed in the UK including: Swereqphomicr— LS. V.0, Storouphonics — Remind, Weller
= Ay s New; Collective Soud, Jenmifer Elfison, Perfect Disasters; The Ganst ~ S 1oy Switehine’ Stip Lyin’, Toom
Batker — Ultimaty Sa-Fi Cuis, Barry Norsmai — Ultiimate Fil iz, The Bezig; Tan Weightt — It Showddn’t
Happern 1o a Footballer, T/.re 2005 Open Gagf and The 2007 Oper Goif which inclodes historieal
information in the form of year-to-date units, feverine and aet feceipts-incuzred to-date tdrough
Decembet 31, 2006, dnits, reveniue and ner teceipts for the yesr ending Decembier 31, 2007 and
prospective information in the form of yearly unit projections for the year ending December. 31,
2008 and afl future years until the expiration of each title;

(ﬁii) reviewsd pmspecuvc information, preparéd by Managernent, for certain Htles added to the
Libragy from March 1, 2007 through February 28, 2008 including: Adrtime, The Hotsie & the Nostie,
Camp OQut; Marvel, Frogforiide, Girly Bodkl, Proed and Bxtraordinary Rendition which ioclades
prospective nformation in the form of future gross and net receipts projections arising from the
distribution aad/or Heensing of each. title theough its expiration;
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(%) reviewed eontractual cotnmitments, inchuding foture. advanges and mintomum guazantees payable
and the tining of such future payables as of the Match 1, 2008 on a by-title basis;

{x) reviewed balances of unrecouped advances and minitmutn guarantee pagments as of the March 1,
2008 on 2 by-tile basis;

{x1) reviewed availability and expiration information fo ihe Libraty, prepared by Management in the
form of a by-title and by-tenditory isting as of March 1, 2008;

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

{xiif)  seviewed ccitdiit other publicly available financial data for certain. companies that we deem
cotmparable to the Corapany; and

xiv)  conducted such other studies, amslyses and inquiries as we have deemed. appropriate:

The Salter Group has not independently verified the accuracy and completeness of the information supplied
to us with tespect to the Library and does not.assuthe auy respoﬂmbiht} «with respect to it. The Salter Group

bas hot made any pliysical inspection or, Jindependent. app:msaL -dm%ﬁ}of the Propemeg ot agsers of the
Libiary: s

We have telied upon and assumied, withiout ;nde]?and it vciﬁ“ﬁcatton, thm; rfﬁxe imtrzmc_ ﬁnmcml mtmmatton_
and projections provided to us Have heetl &

heeh awnably pxepued zﬁ@m‘eﬂ{;@ﬁ the Badt cogrently available
estimates of the future financial 14-1@;11%5 A d’j;gdhémon of t-_‘". & ,155,.,21113 thiat there has peest no material
change in the assets, fmanaak;condrgom,fb“usnlcss o1 APEGSE 'ts,acff' the Libracy since the date of the most
secent financial mformqﬁﬂm mgtée,}*zwmlable s %ﬂ@?ﬁg&l.x“*between the date of the most recent fnancial
information made 1vaf.hbie%ms and thef\f *&&au 1 iatc)

As The Salter Gronpis not,a ﬁwr ﬁrmivm' accounung firm, in conneetion with this analysis, The Sakter

™
Group has nov zewewedx m‘ﬂﬁa e%pr.eted the contracts amdeﬂymg the dlsmbuuon stmctme assocmted.

quahmﬁv,a»g:adaﬁ' i of ﬂm Libraiy, u!lé.elly‘mg disteibution strachuse and. ﬁssoclatcé cqlculaﬂons a8
well-as Md&mgemeut’s inserpretations of the related conttacts/agreements and other, information as
noted above,

Libirary Overview:

Tt is the understanding -of The Salter Group that the Libraty is primarily comprised of approximately 450
filmed enterteinment titles from which the Company generates receipts by distributing and/or licensing the
tides domestically and internationally. For purposes of this analysis, The Salter Group noted that the
Company exploits the Library through two primary strategies as follows:

@ the Comipany distiibutes certain titles on DVD using third parties (eg. through the distribution
systems. of ‘Genius Products) to manufzcture and. market the tifles for a set petiod of Hme in
exchange for a. dismibution, fee determined as a perceatage of gross seeceipts generated by the
titles (“Distribution”); and

@i the Company licenzes the television and/or homeé entertitnment exploitation rights to certain
gdes o thizd parfies ity cefrain eftitoties for & sét-period of time in exchange for a negotiated
Heense fee (“Licensing™).

The Salter Group nioted that Liberation’s plan to exploit the Libtary throtigh Distribution and Licensing
varies by tile and territory. In general, Liberation exploits the Libiary through both Distibution and

A
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Licensing - the United States and Uaited Kingdom (“Hybrld Temtanes”) md solely through Licensing in
the zest of the world,

Methodologg’ Orverview:

In qur 'mzlysm of Library, The Salter Gtoup lhas taken into consifleration its prospective income- and cash-
rreﬂemimg capability. Typically, an investor contcmpl'mng an invesiment i a libtary with income- and cash-

 generating capability similar to Library will evaluate the risks and retuens of its fnvestment on a statie asset
basis.

Accordingly, after due consideration of other appropiiate and genera]ly accepted valuziion metlmdologtes the:
value of the Library kas been developed primarily on the basis of the income approach using the discounted.
cash flow method (DCRY,

The DCF method involves determining a valuation indication for a cash-generating: asset, and is particulatly
well suited to the valtiation of intangible-assets such as the: Library.

The DCF methodology-involves the following ey steps:

Pl
(1] the determination 6f cash flow forecasts {* quj,es?n x
. ) »p*"‘ﬁf ? S
(1 the; selsctton of o range of compmqtﬁ:‘

For purposes of détermintag tb}}é’“’%gga )
sutlined below. Ta. addition, Thes
Growth Maodel' using 2 terﬁimmlsaeclale :ate§ i,

Bepresentative Level I-‘m]em agl 3

With fespect to estiaty 'mpr@gécuve pexformance of the Library, The Salter Group considered by-dde
fights mfmmauon aﬁd J,Ian}gcmem indicated explottation strategies, inchusive of @} ¥ights availabilities, (i)
dghts e‘{plgzﬁon """ i), distribuiion fees received, (v) distribubion fees paid to sub-disteibuitors, () oulstanding
advances, (wfdls%nbuuon expense recoupments and (vi) maiketing expeiise tecoupnats..

-
The foliowmg sections porttay the applied methodology eniployed to determine estimates of prospective
pesformance of the Library. With respect to. éstimating the prospective. performance of the Libraty, The
Salter Group: developed forecasts for the prospective video and television media windows on.an annual by-
territory basis from Mareh 1, 2008 to Decesaber 31, 2027 (“Forecast Petiod”), as detailed herein.

For purposes of this anzdysm The Salter Group segmented value and prospective.cash flows 2 atising from. the
Library into three major segrnerits as follows:

6] Libzary Tides (“Library Titles™): reflecting value arising from titles with 2 demonstrited history
' of exploitation by Liberation (or third parties);

() Quality AA Tides (“Quality AA "Thles”): seflecting value atising from the top tier of tifes
deterinined by Managements by-tile quality gradation and Managemmts (o1 thitd partizs)
investment in the titles:in the form of advances; and

1 The Gordon Growth-Model is 2 model for deteriviiving the vafie of 2 cash flow-jato perpetuify. based on 4 terminal cash fow (CF, an averhge
growth/degline rnee (&) and the weightéd average cost of apital . “Theformula-is as Follows: CF* (1 + g £ (k- o

i
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i

With: respect to the segmients -detailed above, The Salter Group -1p1:€1;1

follows:

@

i)

Management Forecasted Titles (‘Mauagement Forecasted Titles™); ceflecting value arising from
titles with: limited demonstrated history of exploitation by Liberation (ot th:xd parties); -or with
prospective’ business/distribution plans by Management that may not be consistent with
historieal performance. Management has indicated that such tifles are Futher segmented as
follows::

3. UK Tides: reflecting value atising From select dtdes dlstnbuted directly by Liberation in the
United Kingdom;

b. Regent Titles: reflecting value arising from titles produced: and distributed dirough Reégent
Releasing;

¢. Imperium Titles: reflecting value. avising from ttles produced and distributed through an
agreement with RAT; and

d. New Titles: reflecting value atising from woreleased or recently released titles.

ed two. teclunquemummmzed as

§ e ,

LY & FT Ll
for: the lelaqr Titles, o cases where 111§tcff Eaﬁgﬁmaﬁ comgaj:gblf EI: 11
ava:l}ablc The S‘zltcr Group agglxed’ :j,;czc '

P

for the Qm.hty %ﬁi‘ t%'%;mﬁgement BT g "es, The Salter Growp seviewed detadied
nformation ﬁepa&c\ad Ty Mmagcmﬁntgw%c}b ppea:.ed ta support a significant eomponent of

Mmmgsmgnfb%orﬁcasts for g‘cehﬂsgm @nhhty AA Titles and Management Forécasted Titss. The
Salter Gioup noted gﬁhﬁ’”"’t}_e g:zmml techmques and strategies that Management. spplied in
cvclopmg foreeasti.were Hederally consistent with observable industry dpproaches, During
e Tiac}‘Sﬁlter 'Gsoup determined that it would not be trireasonable o incorporate
alaptom%amﬁy 85:06%: of the 3 Management forecasted cash flows in-a fair market value zaalysis..
he'gefintining component of Management forecasted cash flows have been incorporated herein
navalue-in-place basis.

Library Ti}‘féi Licennsing Forecasts
With respect:to detexmining prospective gross receipt éstimates for the Licensing activity of Librasy Titles,
The Salter Group performed the following steps:

@

analyzed and compiled the availability and expiration information; as provided by Management,
on & by-title, by-tersitory and by-media basis;

categorized the Library Titles on 4 by-quality basis, based. on informmation provided. by
I\Iamgmncut,

apalyzed and compiled the historic license fees for the years ended Decembér 31, 2002 throngh
March 1, 2008 for each title on a by-qualsty, by-tidle, by-tesritory and by-media basis;

considered license fees thai the Lilicaty would prospectively achieve in consideration of ‘the
antalysis performed in step (m) above, as well as The Salter. Gronp’s:

. observadons of license fees generated by the comparable quality tides of comparable
Hbraries; _
. observatons of the behavior of itvestors in foredasting: compamble Iibrasies;

5
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c. convegsations with Management; and
d  convetsations with industry pardcipants.

(v) forecasted gross sales for each tidle v # by-tertiory and by-media basis, for the f{)]lewmg eléven
territoties (‘T orecast Territores”):

i Ausicalia v Tealy 1t Spaib i
ii. Beaelux vi. Jipan x. United Kingdorz |
jit. Prance. vil. Latin-America xi. United States '
iv. Germany vilk.. Scandinavia

) estimated, on 2 by-quality and by-media basis, the probabilities of sale b&sed on a0 analysis of
historic sales.and availabilities;

(vil)  estimated a cycle-to-cycle decline rate to portiay the: decling in licehse fees typically observed as
titles age and demand for licensing diminishes over time;

(vil)  forecasted grosy receipts oir 2 by-title basis, in COTBIC &a of the ngmmons Aad analyses
outhined in steps (i) through (vs.t) 'a.bove,,_o by»ﬁcrﬂtory bass. {orx?ﬁtln 5 the Forecast
Tertitories; B

{ix)  accounted for othet
applying a gross-uy
‘iﬁcludingicon&idéz Ie:

(=), determined thé “Compm,jgfﬁ- :,f:nm:
outstanding tmmm‘glrﬁ gua;;anf:@
caleulations asgﬁgp Hgre-on 2 by -title ox bv~qecmmlt bzts;.s EH] providcd by Mamgement, to
detmﬁué;m rz;gtr e 1o the Compan}*, and

(i) ;_duct”ié a&mlmstmuan and overhead fees: associated with the cogoing administration of ‘the

g,uﬂé’s"ﬁom netrecelpts due to the Company:

Libray Titles — Divtributivn Foreecasts
With respect to deterpnining prospective giioss receipts estimates for the Distributed activity of the Library
Titles, The Salter Group perfotied the. following steps;

@

analyzed and compiled the histotic gross receipis for the period ending Decernbet 31,2007 for
each title iny' the United States dnd thie United, Kingdom;

i3] considered the gross:teceipts that the Library would prospeciively aclieve i consideration of the
analysis performed in step: i) above, s well as The Salter Group’s:
2 obsetvations of reteipts generated by the comp‘uable quality titles of comparable ibraries;
b. observations-of the behavior of favestorsin forecasting: compazable Ebtaries;
¢. conversations with Management; and
d. coaversations with industry patticipants.
0] analyzed historical dotnestic home video distribution performance, for the Libmy to determine

appropsiate annwal decay rates. Specifically, The Salter Group reviewed by-title decay.rates to

-G-
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determine reasonable estitnates of long terin annual decay rates for the Library based on historic
petformance levels.

The Salter Group noted in this analysis, that on a by-tdtle basis, there was often significant
Huctuadon from one year to the next. It is the understanding of The Salter Grovp that such
Huetmation is cavsed by () varying natketing strategies; () varying pricing strategies, (iii) retarns
and rebates, (iv) product placement on shelves in retiil changels, (v) financial reporting
mechanisms, (i) inventory teporting mechanisms and (v) other factors. In light of the above,
The Salter Group focused this analysis on-summary statistics;

(1) compared decay rates from. above with The: Salter Group’s observations of titles deemed similax
to the Library for porposes of assessing reasonableness;

(i) compared decay iates from sbove with ‘The Salier Group’s chservadons of forecasting
techniques and approaches applied by buyers of assets in fransactons and cizcumnstances where
analysis was conducted involving other titles deemed. similar to the Library for purposes. of
2538 si.t}g sreasonableness;

2
(s} applied z decay rate-to. actual histori¢al sales to deteimin

basis through the Forecast Pesiod;

(iv) determined the Compam"s sha;.g q,
outstanding minimnm gmranﬁgeﬁ,
caleuladons as apgraprmt@fﬁu ﬂﬁ&-by—ﬁrle b‘LSlS

5 ks,

receipts to &%Coﬁaggmw

@v)  deducted cost ?@f’x sales %J,d c? il

Oty # %’zﬂag @fﬁ\iﬂfﬁdgwmﬁf‘omzz sieed Titles
The Salter Gmup noted that the Quality AA: Titles and Management Forecasted Titles had lmited histotical
petformance information and/or operating history. Further, The Silter Group. noted that Management’s.
forecasts implied a level of overall perfotmarice that was generally inconsistent with the observable historeal
perfortnance for such titles.  As such, based on- farther discussion with the Cempany, The Salter Group:
noted that the forccasts provided by Managernent seflect their prospective business plan for each. of the
Qruality AA Titles-and Management Forecasted Titles, for which there is norobserved historical perfortnance
precédens:

Duting the cousse of this analysis The Salter Group reviewed detailed information prepared by Management,
whiclh appeared to support a signjﬁcaht componént of Management's forecasts for cerrain Quality AA Titles
and: Management Forecasted Titles. Duulng sucls review; The Salter Group determined that it would not be
wnteasonable to mcoz:pomte approximately 85.0% of the Management forecasted ecash flows in & fair market
value analysis. The tetnajoing cotmponent of Management fcicc'xsted cash. flows have been incozporated
herein on a value-in-place basis.

Determiisation of Net Reaeipts Dese Liberation
With respect detetmnmg net receipts dite Liberation from the: ‘prospective gress receipts estumates, The
Salter Group. performed the following steps:

e
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{1 for the Library and Management Forecasted Titles, summarized the prospective gross receipts
: ‘estitnates by segmaent and in cases in which there were licensoss with material advances
summarized the titles by Geensor within the segtent (e.g; Regent Releasing; RAI and IFC);

(i) determined appropriate-advance and cost recoupment on by-title basis for the Quality AA Titdes
and by sub-segment fof the Library aind Managemeént Forecasted Titles, based on a2 comparisen
nf outstanding recoupable advances. to forecasted gross receipts;

(i) deducted royalties payable to third gﬂzﬁes on a by-tide basis for the Quality AA Titles znd by
sub-segment for the Libtary and Management Forecasted Tides, based on mdications from
Management; and

(v} deducted an estimated adininistration and overhead cost on the. order of 15% of STOSS TECEipts I
considerition of the costs of the onigoing administration of the titles.

The analyses described above are further sutmmatized 2nd portrayed in the: suppert schiedules attached hereto:

Adpance Obigations - e

Tlhirough discussions with Management, The Salter Group deiemunté.;s@_to be re’tsmmh]ﬁéto mcludc in this
analysid o portrayal of the ner present valge of the Compmg; ] ‘1dv%9¥ncrz obl;gfﬁicns ”‘Mﬂt@r Gmup noted
that (i) pﬂ}fmem of futmre advanees. woeld’ be requnegi s or?:i r*%e)i ‘the Co;11§'7‘*{11y 0, régain distribution rights’
for certain titles in: the Dibrary and G if Ll f‘gﬁe smeh p%%ments the Cotnpany’s
mputancn and- abzltty to opemte would,lﬂ; u;.pesésﬂseaf thls poztx'wal, The Saltet Group

I mthex The Salter Gioungiaaéﬁ isEoly '-‘,7“#" ITE "_'w‘ I ‘1scou1_1t ra.tc, cons15tcnt v.nth ‘the.Lzbmry,,
detailed below 'V 3

Fcu purposcs of ﬂus anak&gm,‘ Tt '115&-‘ Gmnp considered. certain’ administration and setvicing costs to
sepresent the over ,}ead.;a att ;_”’a‘cj}mmsnamve eosts that 3 prospective: acguiter or fnancler would ihcur in
e:cpiomng tht: o p;mg*gg}its which include hut are got limited to the followitig iteins:

(1) "gigﬂairgés and bonpses;

(i) benefizs;

()  promotions and mérketing;
vy  travél and entertainment; and
&) general office expenges:

The administration and servicing costs also reflect certain profitability: objectives of acquiters and financiets
of filmed entertainment content.

The Salter {}roup determmined -appropriate levels. of administration and servicing costs. as consisternt with dur
observations of typical market behavior associated with filmed entertainment content. Based on such
observations of acquiress and fnanciers valuing filmed entertainment cobtent, The Salter Group has
deducted administration and servicing costs'as a percentage of gross eash flow.

Caleaelation. of Bithinated Taves

The Salter Group estimated taxes associated with income arsing from Library mclusive of consideration of
amortization.

8-
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The calculation of taxes may be televant and considered within cur analysis becavse an acquirver of the Libzavy
would be obligated to pay siate and federal income taxes arising from the cash receipts less (as appropiate)
amorrized costs of the marked up asset value. The discount rates selected by The Saker Group reflect the
after-tax cost of intetest-bearing debt aud equity, weighted according to the degree of leverage that The Salter
Group determined to reflect corrent market conditions.

The Salter Gzoup typically observes that acquiters of a library will accéunnt for the price paid (fn chis case, the
detesmined fair Value} as an intangible asset on thelr balance sheet.  Acquiters would then amortize the
intangible asset over time based on antlmpfzred and sealized income arising from the asset. In effeet, the fair
value {2s discussed and calculated below) is allocated agaiost future income arising from the tfle for purposes
of determining taxes, which impact the fair value, thus creating a cizcilar caleulaton.  The Salter Group
referenices this estimated tax impact 2s a “Puschase Price Amortization” notwithstanding;the fact that thereis
no specific purchase price identified; rathez, it is implied only by virtue of the deétermination of fait value.

Neotwithstanding the above, The Salter Group has observed various collateral-based calculatons and other
market activites occur based om a pre-tax basis. As such, The Salter Group has pertrayed reselting valuation
indications. on apre-tax and post-tax basis.

Discount Rates ‘ e 5
Foj, Pm:poaes of dctcxmining thc' Wéightedﬁ avemgc costef capil FACC™, T g?a‘l;: HGOUp p consxdered a

& ity p‘?led against 40.0% 1o
0% to 60.0% of the capital

struchure.

Costs of Capital
Kg 20,0% 1805 - 20.0%.
‘I{p £89% 59% - 59%
e ""4 g i RS : ’
Eqmgw; Ly 55.0% §00%: 55.0% - 60.0%:
Dbl " 450% - 40.06% 45.0% - 40.0%
Debt to Equity Ritla B8 % - 07 % 0o 07x
- Tae Rave 40.0% - A:0% 0.0% - 0.0%
WACE 11.5% - 13.7% 12.6% - 14.5%
TApplied WACC 12.0% 14.0% 13:0% B.0% i

To determine the Ke, The Salter Group wtilized ) indications asising fom the “capital asset pricing: model”
and (i) information: from providers of equity capital for similarassets. To determine the Kd, The Salter
Group- considered (I (@) informadon regarding the cost of debt of public comparable companies and Hoating
debt-rarker rates such as the §-month LIBOR fate as of the Viduation Date, () informadén from providers
of debt capital for similar assets; and (i) The Salter Group’s observations of sénior debt levels for similar
assets. As such, in considering such WACC, The Salter Gmup applied traditionsl costs for Kd and Ke
without consideration of the reasonableness of the representative level  Based npon these anafyses, The
Salter Group ilized a WACC in the range of 12.0% to 14.0% on a post-tax basis, and 13.0% to 15.0% on a
pre-tax basis.

2 A madel dc_acnbmg e relntionship benween sisk and _upm.u.‘d retura. thae is vsed in the picing of dsky spcurities, “Tlie CAPRM suys thavdhe expected
réturn ofa securdty or 4 pordolio dquals the rate on o tsk-free-serunty plusa dsk premium. TF fhis. expocred return Jdoes noe meerot beat the: reyuired
et then the irvestrinesiould not e undermbien, I security-marker e (SML). plors the resulpsiof the CAPM,
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The Salter Group noted the following paragraph related to discount rates for filmed enterrainment product
from AICPA's Statetnent of Position on accpunting for film producess and-distributors:

When. determining the fuir value of 2 film vsing a traditional discounted cash flow approach, the
discount rate(s) should not be an entity's incremental borrowing rate(s); liability settlement rate(s), or
weighted aveérage cost of capital as those rutes typically do not reflect the dsks associated with »
prrticular filtn, The discount rate(s) should consider. the time value of money and the expectations
abaie possﬂ:yle vaiiations in the amioust or timing of the most likely cash flows and an clement to
teflect the price market participants would seck for bearing the uncestainty inherent in such an asset
as ‘well as other Factors, sometimes unidendfiable, including Miguidity and market imperfections.

When determining the fair value of a film using the expected cash flow: appmach the discount rate(s)y
aiso would consider the, time value of money. Because they-ate reflected in the expected cash Hows,
there would be no adjustment for possible variztions in-the amounts ox timing of those cash flows. If
not reflected in: dsk-adjusted expected cash flows, an additional éement & reflect the price markét
participants would seek for bearing the uncerrainty inhefent in such ag assét’as well as other factots,

sometishes. unidentifiable, inchiding ifiquidity and market unpexfecﬁons, should be added to the
discount rate(s)’. :

foregomg pcsitzon

Pusthermote, The Salter Gropp has valued" Hhe Eibsar
entetpiise, meaning that the. unde mg tas:_;% k«mss&ts of }.ﬁ
values as ktegral COmpOnentss o‘f%hb}gbmess Entity 1f.¢

would likely ditritnish. themlue éa,f E‘jze.‘lﬁamfy ‘

All valuation: mcthodologzes thﬁt gsmnate
assumptions pertaining to” prcﬁ;,p%m%zv ondimic: aod opcmung condmons Our opinion i necassmly based,
on business, macket and»é}“’fgex‘co ditivns as they exist and ¢an be evaluated by us 4s. of the Valuation Date.
Unmtimpated eveﬁﬁs angi cm:mmtmces may occut and actual results may vary from thole assuined. The
variations fnef: '"c{”f&atemi‘

TR
ﬁ,, o i L

Halzaton Bechneiliation:

Porfisrmance Commparivon

“The Salter Group dnalyzed the forecasts develo@ed dusing the-2007 Valuadon and the historical inforination

that hag been pmwded by Managemeint since thie 2007 V) aluation for the period D \/Iarch 1,2007 through Aprl
30, 2008, as detailed in the following table:

§ “Starement of Position 00-2; Accounting by Producers or Disteibutor of Films®, American Institore of Cerrified Pyblic fccountants, Junc 12, 2002.
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Quality AA Titles

Banicl Boorie 34032 18900 (1,515
Gigsy Kivigs © I8 913 (35.6)
[fichacl Boltos 1158 s 3
Peter Gunn 8.3 31 (71.3)
‘Pheaomenon Nechives 14L7 - {1417
Seope: 433 21 (37.2)
Boundstage 918 - fCaK:)]
Wolvesine: - - -

Lost Wodd 4887 2644 (22479
The Invisible S 073 1083 (1990}
Thie foundics 58.3 188.5 (2699}
Tlowd Bintica {149.8y

'Qunhr;r A ’iztlca Gross: R:.cmpm‘

'Cm:mm'l‘ﬂm )
“Cuezent Okh:.t TFitles
Regent Refeasing Titles:
RAL Teade Titles.
Universal Tites
Thiird Part Predcipations §

Curenrites Gioss Receipts G . B [EZ0ERY]

Labrary Titles
Libracy Odw
I Eides” } 7
‘ThisdRacte Pﬁ: i
Librcy i?ge;irbmha Ru:t.:p }71

(105:4)

Y, B 0 {157
Tl Gross Remg:s‘a’ ) e 23,5@6 8 11,7526 {11,784.2)

With consideration of thedis A:Eoﬁm}hﬁﬂaneml performance of the Cotnpany in comparison to jits forecasts,

Mansgement’s expe‘cfﬁdﬁom gardmg the foture operations of the Comipany and The Salter Group's
'undcxstanding Sfughinngls in the filmed enfertifiment Industry and capital matkets, The Saltei Group
‘adfiasted ce%:tain}' chst methodology and valgadon mietrics vsed in the 2007 Valuation. Specifically, with
respect to t’l‘i*e*‘ffalucin Place indications. for ceriain Quahty AA Tilés and Management Fotecasted Tides,
The Salter Group has specifically .considered key elements undedying the projected performance. Fox
additional commentary fom Management tegarding the Library’s petformance telative to previous forecasts,

plesse reference Appeadin A.

Summigyy Findings:
Tn additien to the:above, the Andings presented below herein assune, without independent verification by

The Salter Group, the following:

@ upon 2 potential foreclospre of the Library by any lender against the Company, the
distribution J:,lghts held by the Company ate-entitely transferable to such: lender and/or-any
potential acquiter of such distribution rights;

(i) upon A potezmal foreclosure of the Libzazry by any lender against. the Company and/or sale
of tie rights to a third patty, all existing output agieements and simmilar distribution
agreements with ate fully assumnable and teansfegable to-such lender or thitd party acquirer;

(i) there will be no misallocation-of receipts that should be ascribed o the Library ascribed to
fion-Library assets. As discussed with Managerest, this is remedied by the inclusion of all

11-
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upeoming and futare programuming or distibution fghts to the Libraty with periodic Library
valuation updates. that reconcile for differences between newly added programming and
mnterim license Library rights;

all the informartion regarding the Library, the titles therein and the ownership of the rights
associzted wigh such titles'(“chain of ttle™) is acenrate and complete;

the physical assets comptising the Libraty are in good conditton with all marketing, coflateral
and language tracks in acceptable condition;

the allowance for paiticipations arid residuals réflected as 2 deducdon to the cash fows and
value as represented by Management teasonably reflects an accurate representation of sueh
obligations, and thete are ao further obligations owing against such assets.

thete is ne lifigation or outstanding liability associated with the Libraty that would mateally
mmpact our-valuation conclusions;

Based upon the investigation, premises, plcmsos and mquses outlined above, aad - sub;ec;l;o the atcached

“Limiting Factors and Other Assumptions” ir:is our opinion tha&
and Value-in-Place components of the Libmty on
poriteayed in the following table:

Range of Valaes
Fair Market Valud Indicatioh
© Labrary Tites Lo - 1,700 LEND =~ 1,900.0
Adjested Qualiy AX OO0 - 5,000k 54000 - 500.0
Adiusted New ik BROGD — 10,3000 000~ 11,3000
Adjusted REfrs, 3 2000 — 23000 7 25008 -- 2,000
Adiui _@‘théf arngbehent Forecasted: Tittes (1) 1,000 = 2,000.0; 22000 — 2,300.0
TotalFair; _rketVa!tm Pre-Advanics 26,100.0 - 21,300.8- 22,900.0 - 23,300,
Value-in-Place Indication
Unadjusted Management Forecasts U000 - 3,200.0 30004 .- 64,1004y
Total Fais Macizet Valise 8 Vilae-in-Plice Pre-Adiinces TUU253000 - 26,5000 28,8000 - 29;900.0:
~ Advance Obligations ‘ (3.000.0) ~ (7,000:0) (8,000.0) -~ {7,000.0%
Total Aftes Advance Obligztions 009 - 186000 20,8000 — 22,0000

%} :,E'm:h 1,.2008 ths ;E*an: Market Value
'mgp 5 Interest bas m‘s‘&‘eaﬁas@nwblv stated as

%
‘ﬁ

In accordance

with recognized professional ethics, our fees for this service ate nor contingent upon the

opinion expmsscé hetein, and neither The Salter Group mor any of its employees have a present or intended
financial interest in the Company.-

The Opinion, expressed: above, is advifory i nature. The s 'Lccomp'mymcr docamentation and ethibits'more
fully describes the premises, analyses and logic upon-which the Qpinion is founded. Before relying wpon the
Opmion, the accompanying documentation: and exhibits should be read and analyzed in their entirety.

Jhe sdalin L, G C

FHE SALTER' GROUP, LLC

-:‘]_ 2~
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LIMITING FACTORS AND OTHER ASSITTMPTIONS

The professional fee for this engagement is not contingeat upon the results set forth in this wrilten opinion
(“Opinion”) prepared by The Salter Group, LLC (“The Salter Group”).

"this Opinton is based on business, general economic, matket and other conditions that reasonably could he
evaluated by The Salter Group as of the date of this report. Subsequent events that could-affect the conclusions
st forth in this Opinion include adverise changes in industry performance or mathet conditions and changes to the
business, fnancial condition and results of opértions of the Asséts, The Saliér Group is undér ad obligation to

‘update, fevise.or reaffinn this Opinion after the date hereof or prio 1o the closing of any tfansaction:

This Opindon is intended for the scle use of Libestion Emertainment Tne. (the “Company”), solely for the
purpose stated i the Opiniod, and may not.be felied upon by any other person ox for any other purpose without,
The Salter Group’s prior written consent. The: conclusions set forth in this Opinion are based on methods and
techeiques that The Salter Group considered appropiiate under the circamstances, and sepresent the opinicn of
The Salter Group based upon information fumished by the Company and its advisors and publicly available
sources. ‘The Salter Group has relied vupen. the Company’s (i repiescnmuons that the information provided by it,
ot on its behalf, is accurate and complete in all thatetidl requests, dnd (i) dfireement to notify ns kit learas of afhy
aaterial miisstatément im, ot material oinission from, any mfozn}atte,q %?mgusly del[veu:d‘"sp The Salter Grovp.
While all public information @acleding industey and statistigaldr En,cmamcxa) was obtauier%"’fre;;g scvméea ~we believe
ate seliable, The S’l}‘.ter Gtoup makea no mmesenmuom i Eile "zl'ccu:acy orﬂcgiﬁp}.e{%é,ues\s thereof, and we have
H 3 "n %ghqlf of, the Company without

independent vcriﬁcaﬁog

mtendcd bx- \{hg Group, and should not be constrned, 1@ be
investment advice 13 aay n%?aﬁne soever. e l?éﬁng%em pjmon eounsel o mteszctmon is intended in
mattefs that réquire 1egaL acceﬁmmg, t.az\z Lg" _«ﬁce “or other appropriate professiodal advice. Such opidiosis,
counsel or interpretations should be (ﬁbmad;bﬁ ity recipient of this Opinion from the appropriate professional
SOtees.

A
For purposes of, thig@pimaﬁrThe Salter ‘Group assutnes that the: Com:pany lias complied with all applicable
federal, , St mﬁ%&alwegaﬂanons and laiws, unless the lack of compliance is specifically noted herein.
BN
HExcept to thawfiteut spemﬁcaﬂy disclosed in \vnmlg te The Salter Group, this Gpinion also assumes that () the
Company’s management would continue to raaintain the chatdcter and integrity of the assets untll, and subsequent
to, any sale of other transaction, and () the Company has no undisclosed (1) material.contingent assets or

Tinbilides, (b) uavsual obligations or substantial commitments; other than those incurred inthe ordiaary course of

business, sad (¢} pending or threatened litigation that would have 2 'matéral adverse effect on the Company.

Any cecipient of this Opinion {other than certain petsons affiliated widh the Cofipady, as specified in our client
engagenent lettet) who has not 51gned and retuened to The Salter Group its customary “Schedule A™ dccess 1étter
agrecrnént'is not authorized ta review ot recain this-document. Any such tnsuthotized petson shall be deeémed o
have acknowlédged and agreed to the folloveing additional térms, conditicns and Hmitations: (§) this Op;mon was
prepared in accordance with instnictioris provided by; and for the exclisive use of, our client, (i) this Opm.ton may
aot include all procedures deemed necessary. or desizable for the purposes of any m:authoﬂzed recipient, (i)
neither The Salter Group nor any of its owners, officess ox employees owe agy duty or 1espons1b1hs:j,r o any
npauthorized: zac1ple11t and (1v) this Opinion may aot be quoted, referenced or distrbated, in whalé os in- part,
withoiit the prior-wiitien consent-of The Salter Group.

13-
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APPENDIX A
Management Discussion of Actual Performance ve. Projections

TV/DVI) Licensing numbers for 2007 in general were lower than- projections as the sales efforts wete
hampered by 2 key factors: 1) the long-time, seniot sales executive suffered a severe illness and 2)
underperformance of the junior UK sales person. These evefits led to not only lower sales, but to the need to
restructute the team. Korn Ferry was retzined to find 2 seasoned TV sales executive who would zeshape the
team and the strategy. That sales executive; Mate Cooperstein, started with Liberation in Iate March 2008.
He was previously a.Senior Vice President of sales at Universal Studios where he developed and lnunched 2
very suceesshul synd.tcauon shows: Bliud Date and Fifth Whes!. He also was Senior Vice President of sales at
Poivgmm TV. He is currently wectuiting for a new sales person. to cover certain international territosies.
Additionally, we tecently made ‘arcangements with new szles agents in Latin Awmerica and-Asta to sepresent
ous pioperties,

DVD dlstnbutms and our- customels Wlth a rcsulttno ;{gap’a W ;
#ew General Manager of DV mid year, he could, qﬁ’i sart ﬁﬂ"ciosc th&eﬁd‘ of ...QQ}‘? We hired a seasoned
DVD ‘matketing and sales executive from glnno.ﬁigy_s;gwoxth Wh%m%xalraady Kad 2 hoge fmpact on-the

straetureof the-opetatons and our sﬂaﬁhr}z‘%
c{'ﬂfi % i

Also, Goldhil, ouz d.tstubpto:. HoR, hin
severely iropacting ous abi{-\s(stv g fe'i’]ly caxrmeu £ ; t:iategy for the pxoperty While the ﬁrst 2 (of 6)
seasons Sold well, seasons 35 were > ot espioited 0 our satisfaction. Season 6 and the full Seasons 1-6
collector’s setiés have ot et bgéh reléase& 28 originally planned. "We ate currently in a legal dispute with

Goldhil. When we. get %; ] Hrights % back, we will relrunch the DVDs back into the masketplace.

We lock tc:w%mi@rqﬁhﬂ-:e;g,&v‘enue stteams like the WB’s new digital platform and the growth of VOD to
o *#d DVD licensing and DVD retail sales.

The fo]lowjﬁgwill. address specific titles:

@ Daniel Boone: Licensing activities impacted by sales team issues noted above; Sale to U.S: TV
was delayed. . According to our U.§. sales agent handling the show, he is packaging the tide with
othet classic TV shows, and the deal'was unable to be completedin 2007, TLS.DVD distibution
atfected by Goldhil sitsation noted above.

Projected worldwide TV revenue is consideted very reasonable and equates to appsoximately
$30k/episode. over; the: period. This. includes an estimated §lm or mork fiofn the US marker
initially, with future cycles-to come. Thete are 2 nuteber of unseld international tertitories to be
sold.

We will be taking the title back frori Goldhil as noted above and relaunching all seasons again to
ihe. markctplac.e We have vet fo fully exploit all the seasons and seison 6 was never released.
Additiopally, we will zelease a full collector’s pack (with all 6 seasons) at some point. In addition
to typical retail sales, we will continue to license the show around the wotld whete we do nor,
bave 2 distribution presence {e.g, we just-made a sale o Span for §50k o Impulsa for DVD
rights). We also expect to take advantage of the varicus alternative methads of distribution
including the new digital platfoims.

EVR
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Ncmﬂmmndmg the above, to better reflect put view of the marketplace, we have both reduced
the estimates for Daniel Boonein themost recent valuation, 4z well as provided: the estimates on
more of a generally declining basis ovet the years as opposed to last yeat.

Gipsy Kings: TV licensing fell showt of the. 2007 'pmjectioﬂs duc to the issues noted above.
Haome Eatettaintnent/DVD in total approximated the projection put forth fast year. The Gipsy
Kings continue to tour and we expect continued sales of the ritle.

Michael Belton: Projection achieved within §4k, with DVI) exceeding projections and licensing
lower as’ per reasons above.

Peter Guan: ‘Licensing revenues Tell short as 2 result of feasons woted above, Tlhere have been 2
aumber of discussions surrounding the femake of Peter Gunna, whether a: sesies of “MOW-type”
formats, a movie or a new seres. Our TV projection is onlyat §7k/episode. ‘Liberation will get.
back the sights to the DVD at the end .of 2008 and will relezse the title in DV, as well as
expleiton chgﬂal platforms: Liberation owns this tidle in perpetuity: We did review the tzmmg of
the projections and they are presented on more of 4 generﬂ declining bams than the pror
valuation.

Lost Woild: ?‘We a;:lﬁéved 4% ’t?zf ?hé“:@;ymuc goal for TV. 'We have had a Canadian sale
peading: for :E'JB.BGl“é-ﬂESD{JLFXVe g§3§Le ﬁg)almig cextain Jegdl cextificates to complete the transaction,
which: we thought woﬂ;a ke placE’in 2007, The show continttes to be of great interest around

the world. M{tﬂ& % d fiir achieve the VD LIce.nsmg projection, we did rélease the dtle
oursdv%saﬁi rﬁ”f.;mmﬂy near the ead 6 2007,

(i) wgﬁgwkiﬁI@‘\ﬁ\lian Licensing was impacted by sales issues noted #bove, Similar to Peter Gunn, we.

(i)

§-his property in pelpetmty, atzd’ e:;pect the show to be remade I some foimat. However,

e did reduce the projections fiom the-prior valuation more in bine with Peter Guna.

The Soundies; When we did the 2007 projéction, we had sold a newly produced show to PBS
for theif Spring Pledge. The sestes did not go forwad with PBS, but we are.in continned
discussions with. other entities. Additionally, the: licensing potcntml of this huge library of
valuable material is encrmous, and we expect to be able to exploit it much better going forward.
Notwithstanding, we did reduce the projections for the dtle in this valuaton since we did not get.
the immediate boost fram a sesies pick up last yeai.

Hotel Frotica: We exceeded the sales projection for 2007 for TV, but.did net make the Home
Entertainment licenses, again 25 a result of the sales issues noted dhove. This property hds a
tremendous amount of interest internationally and we-ate licensing continuaily.

Library Gther: We acliieved ,appr_c):{:?__matdy 0% of the $700k or so projected for other lbrary
tifles. Again, the sales were impacted by the issues oted above,

Regent: While we achieved slightly less than 70% of the DVD projection; approximately $2m of
projected revenue not-achisved was due to titles slifted into 2008 ot delayed to thuch Biter in
2007 to be able to achieve the targets. These delays were due to Regent being unable to deliver
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the titles o u§ for release as originally anticipated. Additionally, we did not end up selling the
titles inko the: iniernational DVD market as ‘anticipated last yeat. We also. exp_ccted Regent to
mzke Jicensing deals faster than they did on the joint venture ttles. We have not yet recorded
ouz poition of the deals they did make thus far, however, 25 we just recently feceived the
information. As @ result of a review of these titles, the picjections have been adjusted in line
with the genetal sales trend of the various. genres we sell from this produces.

Universal Tiﬂcs- (segregated m 2007 valuation): Seemingly consistent with: the segments of the
libiasy noted abicve, we achieve almost 70%. of the projecied sales for 2007, Again, refer tor
1ssnes noted above.

RAI (Imperinm): We had hired a consultant in 2007 to sell this show' to PBS -and/ot other
outlets and obtaity sponsorship fevenue. The timing in the maﬂ{etplacr: was not ideal during the
period of bis engegement, and we decided to delay the project. We stlll achieved 35%. of the
prajection on other licensing deals. Our.new TV sales executive will take over the sales of this
titie in 2008.

Other: Cutrent Tides: We achieved. about 60% of 1;1,(:_ pm]ecuons for alt ptier tides. The.
prisnary shonifall came m the UK, where we 11ﬂd {:‘fzi ﬁohda; *‘g%mggf t:itles ithat did not.
perforin as-expected. For the 2006 hohdggwseaseﬂ we Hod a mzslof "g‘uccé“%'s lv:ﬁa Tan Wiight, a

foothalles in the UK. We sold over 430k umts‘aznd wom, 2;f "ﬁgh Vl&@&ﬁwald for M’trk‘etmg

We atternpted to replicate thit sﬁ‘cces}s’%mh»@ﬂxy Linglres,a _thg;jrunous footballe: in ¢he UK,
but the matker did act e@bfﬁmzé@f\ée hit aboyt™ 5@ M0 oi" ou}’ sales- goal) We also released an
interactive, game, cgﬁ@?ﬂ?;e% e Tnwo, wipiedih ﬁi ;@“‘: success in prior versions (we also had
beltore). Unfortunately, the- UK iateractive DVD

game market d;ne{ir U and we*s@sp i %D% of cxpectations. A&dmonaliy, we reéleased the hfe

story of Ricky” I—Iattcn wﬁa togght, tovd Mayweather in Vegas in November 2007, While we
still seld a 1eco;cLs&'%n

thibe n}f;mb‘él of units {top boexing s of all tlime) and again won a British
Video Awged” -mmMﬁk(-ﬁng for the title, Hatfon loge the fight ahd we did not hit the targeted
numbé:’ﬁ of Hpits}: Bt

:"'&,» B B

gty

We have : d@né*"a Eeuple of things: going forward. Fiest, we have dramatically reduced out reliance o fourth
quarter “glfrm titles in the UK (we may only have 1 in 2008-not yet acquired and duis 0ot reflected in the
valtiation). Addmoually, we have isisted thar-onr UK office be more conservative 1n the profections, hoth
frop « wnits and pricing prospective; which ate teflected in this vatudtion,

~16
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