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SECURITY AGREEMENT

“THIS SECURITY AGREEMENT ["Ssourity Agraement"), dated as of April 27, 2010
by and bétween Camelot Distribution Group, Inc., a Nevads orporation ('Debtar’} and
Incantive Capital, LLG, a Utah limited tlablity company {"Secured Parly), ls made with
referanoe to the following facts:

A, Camelot Film Group, Ine, ("Borrower”) has exacuted of ghall execute and
deliver to Securad Party simultanaously herewith tat certain Promissory Note -Term Loan
(the “Note") in the original princlpal amount of $350,000 In connection with a aecured term
loan {the “Loan”) from Secured Party ta Borrawer. :

B. Deblor has agreed to grant the Secured Party a security intarest In the
property hereinafter described as securty for the prompt and complete payment of the
payment and other obligations of the Borrower to the Secured Party under the Note.

NOW, THEREFORE, in sonsideration of the foragoing and the mutual promises and
other agreements herelnafter contained, Debtor hetaby agrees with Secured Parly for the
naaefii of Securad Party as follows;

1. Grant of Security (nierest.

Debtor heraby grants to the Secured Party a continuing flzst priotlty security Intarast in all
Debtor rlghts to the properly as set forth an Schedule 1 attached hereto ("Disfrtbution
Asants”) and by this reference incotporated herain, and alt products and pracseds theraof,
including (a) the Distribution Assets; {b) alt accounts, negatiable Instrumsants, chaitel paper
and slecironis chatlel paper, general intangibles, proceeds, and montes derived from the
disposition or other exploltation of the Distribution Assets In all media, from all sources,
worldwide during the term hereof; and (¢) othey asgats of the Debtor as set forth on seid
Schedule 1 {coliectively, the "Collateral’) Terms used in this Securlty Agreemerd are used
a8 defined it {i} the Utah Uniform Commerclal Code In effect fram time to time; or (i} the
Asset Purchase Agreement exocuted by Borrower conauyrently herewlth (the "Purchase
Agrezmant’). .

2, [Reserved.]

3, Seourity for Obligations, This Security Agreement secures, and the Collateral
is collateral security for, the prompt payment or performance in full when due, whether at
stated mafurlty, by acceleralon or otherwise {including the payment of amotmnts which
would bacome dug but for the operation of the autom atie stay under Section 362(a) of the
Bankrptey Cotle, 11 U.5.C, Section 262(a)), to Secured Party of Debtors Indsbiednass
and other obligafions now existing or hersafter arising to Secured Party with respect fo the
Note, whether for principal ot inferast (including, withaut fimitation, Interest which, but for
the filing of a petition In bankruptey, would acarue on such obligations) or paymants of
foes, expenses or otherwize pursuant to the Note andfor any other documents or
instrument executad pursuant thereto or hereta {all such obligations being the "Note"),



4, Actionsto Peifact, Debtorhereby authorizes Securet] Pady at any fime and
from fime fo fme to fils one or moare financing or cantinuation statements describing the
Coliateral, Debtor fusther agraes that af any tlne and from fime to fitne, at the expense of
the Debtor, Dehtor will promptly execute and deliver all further instruments and documents,
and take afl further action that may be reasonably necessary or desirable, or that Secured
Party may ressonably reguest, In ortler to perfect and profect any sacurity interest granted
or purparted to be granted heraby or o enable Secured Party to exercise.ahd enforce is
rights and remedies hereunder with respact to any Collateral. Such actiohs may Include,
without Imitatlon, the delivary to Seoured Party of Collateral for which defivery is requirad
jo perfact, the signature by bailaes or depasiiory banks ot contral agraements In favor of
Securad Party with respect to Collateral in the possession of ballass, or complying with the
provislons of any applicable stalutes governing perfactioh of protection of the security
interast granted hereby In the Collateral,

5, Reprezgntations and Waranties. Debtor rspresants and warrants as foflows:

(@) . Status of Debtor: Authorization. Debior (1) is a corporafion duly
organized, validly existing end in good standlng under the laws of the state of Nevada, and
(i) is duly qualified or licensed to conduct business in each jurisdiction In which the nature
of its business or assets requires such qualification o licansing tnder applicable law
except whara the faiiure to be so qualifiad would not have a material adverse effect on the
husiness, opatations or financlal candition of Dehior, Debior has the recuisite power and
authotity to own its assets and to ransact the business in which it ia presently angaged
andn which it proposes to engage and to grantto Secured Party the securdly interests in
the Collateral as herein provided, Debtor hias taken all setlon necessary to authorize the
execution and dellvery of this Securiy Agreement, and the consummation of the
transactions cantemplated hereby.

, {6}~ Blnding Securily Agreement. This Gecurity Agreement constifules the
legal, valid and binding agreement and obilgation of Debtor, enforceable againstDebtorin .
accordancs with its terms, except as enforceabllity may be limited by the bankrupicy,
insolvanay, fraudulent conveyance, and simitar laws and equitable principles affecting the
enfarcement of craditors' rights generally. ,

(o)  Tidle o Collateral. Debtor has good and marketable tile toits Interest
in the Coliateral, fres and clear of any wortgage, pledge, llen, secunty interest,
encumbrance, conditionel sala conlract of other titls retention agreement, or any other
adverse olalm of any nature whatsoaver {collectively, "Lian") except for () the first priority
security Intarest granted to the Sacured Party hershy, No effective tinancing statement or
other instrument simiiar in effect coverlng alk or any part of the Collateral is on file in any

rasording offlce.

{d) No Befault o Reguired Conssnt, The execution, delivery and
performante of this Securlty Agreement by Debior, and the effectuation by the Seoured
Party of any of iis righta and ramedies thereunder or hersunder, whether upon default or



otherwise, {x) will nof result n a breach of or constitute a default under () the certificate of
incorporafion or bylaws or other charter provision of Debtor, or (Il) ey other agreement or
Wafrurnent to which Deblor is a party or by whict any of the Goilateral is bound axcept,in
the case of clause (I}, where such breach or default would not have a matertal advarss
offect on tha Collateral ar on the business, operations or financlal condition of Debtor, {v)
will nat violata any law or any sule of regulation of any administrative agency or any order,
writ, injunction or decree of any courtor administrative agency, and {z) does not requirs the
consent of any persen, entlty or governmental agency or any nofice or filing with any
governmental or regulatory body, except a8 chall iave been previously obtained, given or
made ot where tha failure fo obtain such consentwould rot have & materla) adverse effect
an the Collateral or on the business, operations or finahcial condition of Debior.

(e) Perigction, Debtor's exact lagat name, type of organization and
jurlsdiction of organlization is sot forth in the Introductlon of this Securlly Agreement,
Debtor’s organizational Identification numberis, N\20061246701. Debtor's principal place
of business [s loeated at the addresa set forth on the dats hereof in Section 14 of this
Seoutlty Agreement. Upon (i) the axecution and dellvery of this Securliy Agreement by
Debtor; and (i) the proper and tmely fling of a financing statemant with the Secrstary of
Siate of Nevata, the Secured Party will have a first parfected first priorty secuity intarest
in and 1o the Coflateral. '

Employrment of Jamie Thompgon: Debtor has entered [nio an
erployment agreameant with Jamle Thompsan {*Thompson™) as of Septermber 1, 2009
{the "Emiployment Agresment”), whereunder Thompaan shall render services as
Preaident of Debtor fo, among other responsibillties, manage and supervise Deblor's
general business operations, Including without Smitation servicss In connection with the
exploitation of the Liberation Assets, Debtor hereby acknowledges and agrees fhat i
shall ugs its best efforts to continue Thompsar's Ermployment Agraemant for a perlod
of five {6) years from the date hereof. During sald perlod of the Employiment
Agrasment, Thompson ehall be primatily responsible for the exploitation of the
Liberatlon Assets, :

8.  Affivative Govenants. Debtor covenants and agrees that until such time as
the Note Is indefeasibly pald or olherwise satisfied in full, unlesa tha Secured Party shall
otherwlse consant In writing: -

(a) Conduct of Business and_Maintenance of Assets and Licenses.
Debtor shall do or cause to be done all things reasonably necessary to presernve in {ull .
force and effact ita existence, its corporate powers and authorily, its quallfications to cairy
onbusiness in all applicable jurisdictions, and &l rights, Interests and asscis necessary to
the conduict of ts busineas, except where the fallure. to do so does not have a material
adverse effect on the financlal conditlon or pperations of Deblor,

{v) Protection of Segurily and Legul Progeedings, Debtor shall, atils own
expense, take any and all actions reasonably necessary {0 proserve, profect and defend
the security interasts of the Secured Party in the Cottateral and the perfection and priority
thereof against any and all adversa claims, including eppearing in and defending all actions



and proceedings which purport to affect any of the foregoing. Debtor shall promptly
relmbirse the Secured Party for any and all sums, Including costs, expenses and gctual
attorneys’ faes, which the Securad Party may pay or Incur in defondlng, protecting or
enforcing s security interest in the Collateral of the parfeciion or pririty thereof,

(¢) Paymentof Taxes. Debtor=hall pay or cause to be paid alt taxes and
other Jovios with respect to the Collateral when the same become due and payable, except
for any taxes which ara balng diligently contested In good faith by appropriate praceedings
and for which appropriate reserves have baeh estahlished. :

(@  LUseandWaintenance of Collateral, Dabior shall comply in allmaterial

respects with all laws, statutes and regulations pertaining to fts use and ownership of the

- Gollateral and its conduct of its business; maintain all of the Collateral in goad condition,

reasonabls waar and tear excepied, and keep accurate and complate hooks and racords

pertaining to the Collateral in accordance with generally acceptad accaunting principles,

except where the faliure to do any of the foregoing does not have a material adverse affect
on the Collateral or the Secured Parly’s righis therein.

(6} Inspection, Dobtorshall gve the Secured Pary such informatian as
may be reasonably requested concerning the Collatara) and shall during yegular businass
hotlrs aad upon reascnable notice during the continuance of an Event of Default, parmit
the Secured Party and lis agents and representatives to have tull socess to and the rightta
examine, audit and make coples end abstracts from any and alt of Debfor's hooks and
records pertaining fo the Callateral, to conflrm and verify the value of the Collateral and to
do whatever else the Socured Party reasonably may deem necessary or desirable ta
profect its interests. Furthermore, Deabtar agsess to furnish prompiiy to the Secured Parly
such Information regarding the financial condilion orbusiness of Dabtor or the Collateratas
the Seoured Prrly may reasonably request, and all such infosmation hereafter fumished fo
fiys Secured Party by Debtor will be true and correct In all material respects when
fumished. ' :

Notification, Debtor shall notify the Secured Party In writing within ten
(10) business days of the occurancs of any svent which materlally advarsely affgcts the
valua of the Gollateral, the abillly of Debior or the Socured Party to dispose of the
Collateral or the rights and remedies of the Secured Party in relation thereto,

7. Negative Covenanls. Debtor covenants and agrees that untll such fime as
the Note is indefensibly paid or otherwise satisfied In full, without the prior written consent
of the Scoured Party; '

{(a) .Sale_or Hypothecatlon of Collateral. Debtor shali not directy or
indirectly, whether valuntarily, mveluntarily, by oparation of [aw of othe rwise (1) sell, asslgn,
ficense, fransfar, sxchange, lease, fend, grant any cption with respect to or dispese af any
of the Collateral or any of Debtor's rights thareln, except for sales, assignments, licenses,
transfers, exchangas, leases or lgans in the ordInary couras of the Debtor's business;nor

(1) create or permit to exist any lien on or with respect to any of the Collateral. The -
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incluston of "procesds" as a compenent of the Coltaterat shal notbe deemed a cansentby
the Secured Party to any sale, assignment, transfer, exchange, lease, oan, granting of an
pptlun with yaspest to or disposlition of all or any part of the Caollateral,

{b) GChanne of Location or Name. Debtar shall not, without giving to the
Secured Parly at least thirty (30) days' prlor writian notice (1) move its princlpal place of
business, (i) change Its name; lts trade or fictilious business name(s) ar its organizational
identification number; (i) keep Collateral at locations other than Its principal place of
business, except as otherwise disclesed to Securad Parfy in writing; or {iv) change its type
of organization, jurisdiction of organization or other legal structure,

8. Seoured_Party Appointed Attomey-in-Fact. Debtor hereby appoints the
Seoured Parly as Debtor's ettorney-in-fact with full autharity in the ptace and stead of
Debtor and in the name of Dabtor or othenwise, from time to fime ln the Secured Parly's

‘sole and absolute discretion to take any action and to exestte any inetrument which the
Securad Party may deem necessary or advisable to accomplish the purposes of this
Securily Agreement, Deblor acknowledges that the foregoing grant of power of attomey s
coupléd with an intarest and Is irrevocable.

9.  Securad Party May Perform. I Debtor falls to perform any agreement or
covenant contained hereln, then the Secured Party in Its disoretion may perform or cause
the performance of such agraemant or covanant, and the reasonable expenses of the
Securad Party incurred in connection therewith shall be payabls by the Debtor. However,
nothing In this Security Agreement shall obiigate Secured Farty to act, nor shall the actions
of Securad Party under this section bo construed as a walver or cure of any such fallure.

10. Remeadles upon De
{a} “Event of Dafault’ shall mean the accurrence of any of the following events:
I The faliure of Bosrower 1o pay the Note when due.

: i, The faiiztre, refusal or neglest of Debtor, Borrower or any guarantor to
observe or perform for any - reason any of the covenants, conditions, agreemshts or
provisions contained in this Sscurty Agresment or In any of the other agreaments or
instruments referenced herain or contemplated heraby {referred to herein individuailyas a
“ pan Document® and coliactively as the “Loan Documents”} (other than the payment of
the Note of which the faliura to pay constitutes ar: Event of Dafault described in Section
o(a)i hereof). or to execuls and deliver any documents, agreements or Instruments
reasonably requested by Secured Party hereuhder or thereunder, provided that if such
fallure, refusal o neglect is capable of remedy within fifteer (15) days the Debtor shall be
entitled to curs the same within fitesn {15) days of Deblor's receipt of written nofice from
Secured Party of the ocourrance of such fallure, refusal ar neglect.

i, Asay representation or warranty made by Debtor, Borrowar or any
~ guarantor in any Loan Document or any report, certificate, financial statement o other



instrument furnished by or on behalf of Debtor In connection with any Lean Documentshall
prove to have been false or misleading In any material respect.

~iv. Subecttothe provislons of Section 8.5 of the Purchase Agreemnent,
Secured Party shall cease to have valid and perfected first priority security interest at any
time for any reason In the Collateral, or any portion thereof,

v.  Ifanyjudgment against Debfor or any of its property or assets which
would or might materlally adversely affect {a) its ability ta perform its obligations underany
Loan Document; andlor (b) the Collateral andfor the Secured Parly's rights therain,
remains unpald, unstayed or undismissed for a period of more than forty-five (45) days.

_ vi.  Debtor shall be dissolved or shall sustain the loss, cancefiation or
forfeiture of its legal status or good standing by reason of any judicial, exirajudicial or
administrative proceedings or otherwise, or shall (a) apply {or or consent to the
appointment of a recelver, trustee or liguidator of Debtor or of all or a substantial part of
Debtor's assets; (b) be unable to, or admit in writing Its inabliity to, pay its debts as they
mature; (¢) make a general assignment for the benefit of creditors; (d) be adjudicated &
bankrupt or insolvent; (&) file a voluntary petition in bankruptey or a petiion or an answer
seeking reorganization or an arrangement for the benefit of craditers or take advantage of
any Insolvency taw in its capacity as a debtor; {f) interpose an answer admitting the
material allegations of the petition filed against Debtor in any bankrupfcy, reorganization or
insolvency proceedings; (g) take any action which would have the effect of dissolving
Debtor: or (h) take any action for the purpose of effecting any of the foregoing.

vii. Any (a) invaluntary petition s filed against Debtor seeking to subject
Debtor fo any bankruptey, insolvency of simitar laws and such petition shall remain
unstayed or not be withdrawn for a period of forty-five (45) days: or (b) an order, judgment
or decres shall be entered against Debtor by any court of competent jurisdiction approving
a petition sesking its reorganization or appointment of a recelver, trustea or liquidator of
Debtor or of all or a substantial part of its assets and such order, judgment of decree shall
continue nd stay in effect for a period of forty-five (45) days.

{b) [IfanEvent of Default exists, the Secured Party may exercise one or more of
the following rights and remedies at any time or times and without notice to or demand
upon Deblor: ’

{iy Declare the Note to be forthwith due and payable, whereupon the
Note shall be accelerated and shall becoms Immediately due and payable without
presentation, demand or notice of any kind to the Debtor {all of which are hereby waived
by Debtor ), except that if an Event of Default specified in Sections g(a)(vi) and 9(a)vi)
shall ocour, such acceleration shall bs automatic and no declaration or other act of
Secured Parly shall be necessary to effect such acceleration;

v ()  Proceed to protectand enforce the rights of Secured Party o payment
of the Note and its rights to proceed against the Collateral and exercise its remedies
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whether by sult in equity or by action atlaw, or both, whether for the specific performance
of any covenant, agresment or other provision of any of the Loan Documents or any other
legal or equitable right or remedy of Seoured Parly; \

} (ily  In addition to those actions that may otherwise ba pemnitted to be
taken by Secured Party under any of the Loan Documents, with respect to the Colleteral,
take the foliowing actions: ’

_ () Collsctions, sfc. Secured Parly may demand, sus for, collector
receive, In the name of Secured Pary orin the name of Debtor, or otherwise, any money
or property at any time payable or recelvable on account of or In exchange for, or make
any compromise or settiement deemed desirable with respect to, any of the Collateral{but
Secured Party shall be under no obligation fo do so), or extend the time of payment,
arrange for payment in instaliments, or otherwise modify the term of, or release, any of the
Collateral, without thereby incurring responsibility to discharge, or discharging, or otherwise
affecting any lability of Debtor hersunder. Secured Party shall notbe required to take any
steps to preserve any rights against other parties to the Collateral. Secured Parly may {(but
is not obligated to) make such paymenis and take all such actions as Secured Party
deems necessary to protect its security interest in the Collateral andlor the value thereof,
and Sesurad Party is hereby authorized (without limiting the general nature of the authority
hereinabove conferred) to pay, purchase, contestor sompromise any lien or encumbrance
on the Collateral; and

» {b) assession and Sale of Collateral, efc. Secured Party may
exereise in respect of the Collateral all rights and remedies hereunder and under the Loan
Documents, alf the rights and remedies ‘of a securad party under the Code and all rights
and remedies otherwise avallable fo it. In addition, Secured Party may notify any and all
accolint debtors of the Debtor to make all further payments o Secured Party, and enter
upon each premises of wherever the Collateral may be end take possession of the
Collateral and demand and receive suchpossesslon from any Person who has possession
thereof; and fake such measures as it may desm necessary Or proper for the care or
protection thereof, including the right to remove all or any portion of the Collateral (put
Secured Parly shall not be obligated fo do so). With or v ithout taking such possession,
Securad Party may sell or cause fo be sold, whenever Secured Party shall declde, inone
or more sales or parcels, and at such price o prices and upon such other terms as may be
commercially reasonable (Irrespective of the Impact of any such sales on the market price
of such assets), and for cash oron credit or for future deilvery, without assumption of any
credit risk, all or any portion of the Collateral at any broker's board or at public or private
sale. Secured Parly may be the purchaser at any public or private sale 10 the extent
permitted by law and provided such saleis conducted in accordance with the Code of any
or all of the Collatersl so sold and shall be entitled, for the purpose of pidding and making
settlement or payment of the purchase price for all or any portion of such assets sold at
any such public or private sale, to use and apply the Note as a credit on gecount of the
purchase price payable by Secured Party at such sale. Each purchaser (including the
Secured Party) at any such sales shall thereafter hold the Collateral purchased absolutely
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free from any claim or right of whatever kind, including any equity of redemption of the
Debtor, any such demand, notice, claim, right and equity being hereby axpressly waived
and released. Debtor agree that, to the extent notice of sale shall be required by law, at
least ten {10) days' notice of sale to the Debtor of the fime and place of any public sale or
the time after which any private sale Is to be made shall constitute reasonable notification.
Secured Party shall not be obligated to make any sale of the Collateral regardless of notice
of sale having been given, Secured Party may adjourn any public or private sale from fime
totime by announcement at the ime and place fixed thersfors, and such sale may, without
further notice be made at the time and place to which it was so adjourned. Debtor hereby
walve any claims against Secured Party arising by reason of the fact that the price at which
‘any Coliateral may have been sold at such a private sale was less than the price which
might have been obtained ata public sale, even if Secured Party accepts the first offer
recelved and doss not offer such Coliateral tomore than one offeres, provided such private
sale Is conducted in a commercially reasonable manner,

{c) cintment of a Receiver. Upon the occurrence of an Event
of Default, the Securad Party shall be entitled to the appolintment of a recelver, fo fake
possession of afl or any portion of the Collateral and fo exercise such powers as {he court
shall confer upon the receiver.

{(d) Power of Altornay, Debtor doss hereby frrevocably make,
constitute, and appoint the Secured Parly and s designees as its true and fawiul
attorney-in-fact, with full power in the name of Secured Party and/or Debtor, to take the
following actions upon the occurrence of an Event of Default: fo endorse any notes,
checks, drafts, money orders or cther evidences of payment relating to the Collateral that
may come Into the possession of the Securad Parly; to enforce all of Debtor's rights under
and pursuant to all agreements with respect to the Collateral, all for the sole benefif of
Secured Party, to enter info and perform such agreements as may be necessary inordetto
carry out the terms, covenants, and conditions of this Security Agreement which are
required to be observed or performed by Debtor, {o execute such other and further
martgages, pledges and assignments of the Collateral as Secured Parly may requlre for
the purpose of protecting, maintalning, or enforcing the security interests granted to
Securad Party by this Security Agresment and the other Loan Documents, and to do any
and all other things necessary or proper fo carry out the intention of this Security
Agreement and the other Loan Documents; and Debtor hereby rafifies and confirms allthe
secured Party, as such attorney-in-fact, or its substitutes shall properly do by virtue of this
power of attomey, provided, however, that Secured Party agrees to notify Debtor priorto
any such endorsement, execution or action and to provide Debtorwith & reasonable period
1o endorse or execute the subject documents on Debtor's own behalf, -Such powers of
altorney are coupled with an interest and are therefore irrevocable.

{8) Rights and Remedies Cumulative. No right or remedy
conferred upon Secured Party herein orin any of the other Loan Documents or otherwise
avallable at law or in equity (or both) shall be exclusive of any other right or remedy
contained herein or therein or otherwise made available. All such rights and remedies are



cumulative and are not exclusive of any right or remedy which Secured Parly may
otherwise have. : - )

; i  Application of Progeeds. Any cash held by the Secured Party
as Collateral and all cash proceeds received by either of the Secured Party in respect of
any sale of, collection from, or other realization upon all or any partofthe Coliateral may, in
the discretion of the Secured Party, be held by the Secured Party as collateral for, and/or
then or at any tima thereafter applied (after payment of any amounts payable to Secured
Party pursuant to this Security Agreement) in whole orin partby the Secured Party against
all or any part of the Note in such order as the Secured Party shall elect. Any surplus of
such cash or cash proceeds heid by either of the Secured Party and remaining after
payment in full of all the Note shall be paid over to Debtor or to whomsoever may be
Jawfully entitled to recaive such strplus.

11, Liability and Indemnification. The powers conferred upon Secured Party
hereunder are solely fo protect its interest in the Collateral and shall not impose any duty

upon it fo exercise such powers. Nothing In this Security Agreernent shall be deemed o
constitute an assumption by either of the Secured Party of any liability or obligation of the
Debtor with respect to any of the Collateral. The Secured Party shall notbe liatls o elther
Debter for any act (including, without limitation, any actof active negligence) o omissionby
the Secured Party under this Security Agreement unless the Secured Parly's conduct
constitutes willful misconduct or gross negligence. Debtor agrees to indemnify and to hold
ihe Sacured Party harmless from and agalnst all losses, liabilities, claims, damages, costs
and expenses {including reasonable attorneys' fees and disbursements) with respectto(a)
any action taken (including, without limitation, any act of aclive negligence) or any onission
by either of the Secured Party with respect fo the Payment Obligations or this Security
Agraement, provided that Secured Party's conductdoes not constitute willful misconductor
gross negligence, and (b) any claims arising out of Debtor's ownership of the Collateral o
Secured Party's security inferest therein,

12.  Expenses. Deblor agrees to pay upon demand fo the Secured Parly any and
all reasonable expenses, including the reasonsble fees and expenses of its oulside
counsel and of any experts and agents which the Secured Party may ineur in connection
with (a) the custody or preservation of, or the sale of, collection from, or other realization
upon, any of the Collateral, (b) the exerciss or enforcement of any of the rights of the
Secured Parly under the Payment Obligation andfor this Secu rity Agreement, and {c)the

fallure by Debtor to perform or observe any of the provisions of the Payment Obligation

and/or this Security Agreement.
13,  Security Interest Absolute. All rights of the Secured Party and security
interests hereunder shall be absolute and unconditional irrespective of:

(&) anylack of validity or enforceabliity of the Purchase Agreement orany
other Loan Document, : ‘



{b)  anychangeinthe time, manner or place of payment of, ot in any other
term of, all or any of the Note, or any other amsndment or walver of or any consent fo any
departure from any of the Loan Documents; or -

{9 any furnishing, exchange, release or non-perfection of any ofher
collateral, or any release or amendment or waiver of or consent o departure from any
guaranty for all or any of the Note.

14. Amendments, Waiver. No amendment or waiver of any provision of this
Security Agreement nor consent to any departure by Debtor herefrom shall in any event
be effective unless the same shall be In writing and signed by the Secured Party and
Debtor and/, and then such walver or consent shall be effective only In the specific instance
and for the specific purpose any party for which given, '

15. Motices. All notices, requesis, demands and other communicafions requived
ar permitted to be given hereunder shall be In writing and shall be desmed to have been
duly given if defivarad by messenger or overnight delivery satvice, or sent by first class mail
(or air mall where avallable), postage prepaid, certified or registered, return receipt
requested, as set forth In the Purchase Agreement or at such other address as may be
furnished in writing, Any notice given by messenger of overnight delivery service as
provided in this Section 15 shall be. deemed given when delivered if during nomal
business hours on a business day {or if not, the next business day afler dalivery); any
notice given by first class mail {or air mall where available}, postage prepald, certified of
ragistared, return recaipt requested shall be deemed given five (5) businass days after the
date of malling. Any parly may by nofice tothe other change the address at which notices
and demands may be given o it.

. Continuing $ , rest: R & of il n Payment.
This Security Agreement shall create a continuing security Interest in the Col lateral and
shall (a) remain in full force and effect until indefeasible paymentor othersatisfactionin full
ofthe Note, (b) be binding upon Deblor, and its successors and assigns, (c) inure, together
with the rights and remedies of the Secured Party hereunder, to the benefit of the Secured

Party and Its successors, transferees and assigns, (d) constitute the entire agreement

hetween Debtor and the Secured Party with respectio the subject matters covered hereby,
and (e} be severable in the event that one or more of the provisions hereinis determined to
be iilegal or unenforceable. Uponthe indefeasible payment or other satisfaction in full of
the Note, the Secured Party, at the request and expense of Deblor, shall release the
securlty interests In the Collateral granted herein and execute such termination statsments
as may be necessary therefore, tothe extent that such Collateral shall not have been sold
or otherwise applied pursuant to the terms hereof. '

17.  Return of Collateral. Subjectto any duty imposed by law or otherwise to the
holder of any subordinate lien on the Collateral known to the Secured Party, and subjectio
the direction of & court of competent jurisdiction, upon payment In full of the Note, Debtor
shall be entitled to the return of all Collateral belonging fo Debtor in the possession of the
Sacured Party; provided, however, that the Secured Party shall not be obligated to return
to Debtor or deliver to the holder of any subordinate fien any such Collateral until itis
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satisfied that all amounts with respect to the Note are no fonger subject to belng recaptured
under applicable bankruptey or insolvency laws or otherwise. The return of Collateral,
however effected, shall be without recourss to the Secured Party and the Secured Parly
shall be entitled to receive appropriate documentation to such offect. The retum of
Collateral shall be effected without representation or warranty and shall not entitle Debtor
to any right to any endorsement. o

18,  Governing Law; Terms. This Security Agreement shall be deemed 10 have
veen made in the state of Utah and the validity, construction, interpretation, and
enforcement hereof, and the rights of the parties hereto, shall be determined under,
govemed by, and consfrued in accordance with the internal faws of the state of Utah,
Debtor hereby consents to the jurisdiction of any Utah state or United States Federal court
sitting in Utah with respect to disputes arlsing out of this Security Agreement.

18, Walver of Jury Trial, Debtor HEREBY IRREVOCABLY WAIVES, TOTHE
FULLEST EXTENT PERMITTED BY LAW, ALL RIGHTS TO TRIAL BY JURY IN ANY
ACTION, PROCEEDING, OR COUNTERCLAIM (WHETHER BASED UPON CONTRACT,
TORT OR OTHERWISE) ARISING QUT OF OR RELATING TO THIS AGREEMENT OR
ANY OF THE TRANSACTIONS CONTEMPLATED HEREBY. Any legal action or
proceeding with mspect to this Security Agreament must be brought in the federal or state
courts located in the State of Utah, unless Secured Pardy elects to bring such legal action
or proceeding elsewhere. Debtor hereby irrevocably accepts for liself and In respect of its
properly, generally and unconditionally, the jurlsdiction of the federal or state courts
located in the State of Utah as having proper venus. Debtor heraby irrevocably walves any
ohsction which it may now or hereafter have to the laying of venue of any of the aforesald
actlons or proceedings arlsing outof or In connection with fhls Securily Agreement brought
in the aforesaid Utah courts and irrevocably walves and agrees notto plead or claim inany
such cour that any such action or proceeding brought inany such court has been brought
in an inconvenlent forum, and also consents io the service of process by any means
authorized by the State of Utah. : '

IN WITNESS WHEREOF, the parties herato have saused this Security Agreement

{0 be duly executed and delivered by thelr respective officers thereunto duly authorized as
of the date first above written.

Debtor. -
CAMELOT DISTRIBUTION GROUP, INGC., 2
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Secured Party:
INCENTIVE CAPITAL, LLC, a Utah corporation

By

“President
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