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'SECURITY AND PARTICIPATION AGREEMENT

THIS SECURITY AND PARTICIPATION AGREEMENT (“Security Agreement),
dated ag of April 27, 2010 by and between Camglot Fllm Group, Inc., a Nevada
corporation {"Debtor’} and Incentive Capltal, LLC, a Utah limited Hability company
("Secured Party"), ls made with reference to the following facts:

A.  Deblor has executed or shal execule and deliver fo Secured Party
simultaneously herewith that certain Promissory Note “Term Loan {the “Note”} in the
original principal amount of $850,000 in connection with a secured term foan (the “Loan”)
from Secured Parly to Deblor.

B.  Deblor has agreed fo grant the Secured Party @ security interest in the
property herelnafter deseribad as security for the prompt and complete payment of the
payment and other obligalions of the Debtor to the Secured Party under the Note.

G.  Debtorhas agreed to grant the Secured Party a continuing profit partlicipation
in the revenue actually received by Debtor from the Debtor's exploltation of the Liberation
Assets, as set forth in this Securlty Agresment.

0.  The propery covered by this Security Agreement includes certaln assets
{the “Liberation A sets”) purchased substantially simultansously herewith from CMBG
Advisors, Inc., a California corporation In Its sole and limited capaclly as assignee forthe
benafit of creditors of Liberation Groug, Inc. (*CMBG") pursuant fo an Asset Purchase
Agreement of even date (the ssenst Purchase Agresment’) as well as ofher assals of
Dehtor as sst forth herelnbelow, ’

g, Secured Parly and CMBG have enterad into an intercreditar Agreement {the
“Intercreditor Agresment’) contemporansously herewith getting forth the agreed rights and
abligations of each as secured parties with respect to the Liberation Assets, it being
expressly understood and agreed that Secured Party shall at all times have and maintain &
first priority securlty interestin the Liberation Assets, and CMBG shall atall times haveand
maintain & second priority securily Interest in the Liberation Assets, ‘

NOW, THEREFORE, In consideration of the foregoing and the mutual promises and

other agresmants hersingfler contained, and subject to tha terms and conditions of the

Intercraditor Agreement, Debtor hereby agrees with Sacurad Pary for the benefit of
Secured Party as follows:

Debtor hereby grants to the Secured Party @ continuing first priofity
securlly Interest In all properly identified on Schedule 1 attached herelo and by this
refsrence Incorporated herein, and all products and proceeds thereot, including (a) the
Liberation Assets; (b} all accounts, negetiable instruments, chattel paper and slactronic
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chatte] paper, general intangibles, proceeds, and monles derived from the disposition or
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ather ai:’péa’i‘zaﬁeﬂ of ihe Uiberation Assets in all media, from all saurces, worldwide diring

_ . and (c) other assels of the Deblor as set forth on said Schedule 1
(collectively, the "Collateral’) . Terms used inihis Security Agreament are used as defined
in {f) the Utah Uniform Comimercial Code In effect from tme to time; or (i) tha Assel
Purchase Agreement. ‘

2. Profit Partichalion.

@ Commenging onthe dale of this Security Agreement, the Debtor shall
pay to the Secured Party ten percent (10%) of orie hundred percent (100%) of all gross:

revenues actually tecaived thereafter by Debtor within 14 days of recslving any such
fevenug, CMGR or theif respective sibsidiaries; successors and assigng {coliectively
i0amelot”), from any third party paying Camelat revenues in sonnection with Camelol's
exploitation of the Liberation Assets in all media, worldwide, fromall sources {the "Camelot
Revenue”), for an initlal period of five {5) years ('Initial Period”) from the dale of this
Securlly Agreemint {*Secured Parly Intial Revenue Paricipation’), Afterthe nitial Period,
Camelot shall pay the Secured Parly iwo and one-half percent (2.5%).ofalt such revenues,
caloulated as set forth above (the “Final Secured Parly Revenue Partisipation™), it being
urderstood that the Secured Parly shall recalve the Final Secured Parly Revapue
?arttcipatlmfgr so long as Camelol recelves Camelot Revenue from explelling the
Liberation Assets. Inine event of a sale of all or a portion of the Liberation Aasetsloa
ihird party during the Initial Period, the Secured Party shall recelveten percent (10%)ofthe
wiories received by Camelot from suchy sals, provided, iowever, that i such sale voours
after the Initial Period, then the Segured Party shell receive two and one-hall percent
(2.5%) of the monies received by Gamelot from sugh sale. Payments shall be made
payable to Incentive Capital, LLC:

{8 Deblor shall render detailed staternents {%ﬁg%ﬁ‘ﬁiﬁg, without Himitation,
an acsounting of all revenue and eXpenses e Iated 1o the disposition or afher explofation of

the Collateral and its soveral parts) to the Secured Farly on g quarierly basis, commencing
as of (he end of the first quarter In which Dabtor receives any Camelot Revanus. Each
ctatement shall be delivered 1o Secured Parly within sixty (80} days after the end of the
anplicableguarte roaceompanied with payment of the applicable amount, i any, shown dug
to Secured Parly: Inaddifiontothe quariedy detalled accounting of Camelot Revenue and
expenses, Debfor shall provide lo Secured Party on @ mionthly basls a general siatement
indicating fhe fotal gross revenues received for or in connection with the disposition or

piher amiaﬁﬁﬁon‘&f‘iheaet:glé_aima%'f;f::ir the previous-month; Delbior will maintain accurate
tecords in local gurrency of all financial fecords regarding Canielot Revenhue using
generally accented aceounting principles on 2 consistent, uniform and nondiscriminalory
basiguntilthres (3) yaars After esch such statérent and during any period while a dispule
about payments remains UNresol ed, Such records will include all receipts derived, al
recoupable expenses paid, and gl other Information necessary to render any statement
due, Debtor will aiso maintain full and aceurate coples of evary statement, contract,
alectronic recerd, audit report, &0 rraspondence and other records relating to the Camelat

Revenue, and shall rake available such records for Inspection and copying by Secured

Party at the Deblor's princlpal place of busliess durdng normal business hours.
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v (¢) The Secured Parly, on thirly (30) days prior varitten natics, may
sxarvine and copy, through its auditors, Debfor's financlal records regarding Camelct

Revenus twice only In gy yesar period. Such examination shall be et the Secured Parly's

expense unless it uncovers an underpayment, uncontestad or later determined dus, of
mare than ten percent (10%) of the amount shown due Sscured Party on the statements,
in wiich case Debtor shall pay on demand the reasonable costs of sush gxamination.

3. Security for_Obligations. This Sacurity Agreement secures, and the
Cajigtersl, including the Liberation Assels, is collateral security for, 1he prompt payment of
performance in full when due, whether at stated maturlty, by accalerstion or olhenwise
{including the payment Afounts which would hecome cue butfor ihe opsration ofthe
automatiostay under Section362(a) of the Bankruptcy Code, 11 U.8.0; Section 362(=)),
Seoured Party of Debtor's Indebledness g other cbligations now existing of hareafier
arising to Secured Farly with ‘respect to the Note, whether for principal or interest
(inciuding, without limitation, inferest which, but for the fillng of a pefition in bankruptoy,
would acorue onrsuch obfigations) or payments of fess, expensesar otherwise pursuantio
the Note and/or any other documentser instrument executad pursuant thereto or hersta:
{all such obligations being the “Nota"),

- A4, Aclionsto Parfect, Debtor hereby authorizes Secured Parly atany tims and
figna tims to time to file one or more finanding of continuation stalements descrbing the.
Collateral, Deblor furtheragrees fhiat at any fime and from tinte totime, at the sxpenss of
the Debtor, Debtorwill pramptly exscute and defiver sl furthar instruments and documents,
and take all further action thatmay bi reastnably necessary of dasirahls, arthat Secured
Parlymay reasonably reguest, inorder fo perfect and protect any securily interest granted
or purported 1o be granted hereby orto enable Secured Party 1o exercise and enforce s
rights and remetlies herstrder with respect to any Collateral. Such actions may Incluge,
without fimit fion, the delivery fo Secured Party of Gollateral for which delivery is required
fo pedfect, the signature by balees or depository banks on conirol agreements infaverof
Secured Party with resp gt to Collateral In the possession of hailess, orcomplyling with the
provisions of any applicable statutes governing perfectian or protection of the securly
interest granted hereby in the Gollateral,

5,  Representaionsand Waranties, Debtor represents and warrants as follows:

{a) Status of Deblor Authorization, Debtor (it is & corporation duly

arganized, validly existing and in good stending under the laws of ‘he state of Nevade, and

(iiy is duly qualified or licensed to conduct businessin each jurisdiction in which the naturs
of its business of _assets requires such qualification or ficensing under applicable: law
sxceptwhere the failure to be so qualified would nethave a materisl adversa effectonthe
business, cperations or financlal condition of Debtor. Deblor has the requisite power and
authority 1o own its assets and fo transact the business in which it 1s presently engeged
and in which It proposes to engage and togrant to Secured Parly the security Interests in
the Collateral as hereln provided. Debtor hes taken all aetion necessary fo authorize the

.
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exscution and delivery of the Note and this Sscurity Agreement, and the sonsummation of
the transactions contemplated thereby and hereby.

, {by  Binding Security Agraer ent. This Security Agreement constitutes the
legat, valid and binding agreement and obligation of Debtor, snforcsable against Debtorin
accordance with #ts terms, except as enforceability may be limited by the barkrupicy,
insolvency, fraudutent conveyance, and similar laws and equltable principles affecling the
enforcement of creditors’ rights generally.

‘ (&) TiletoCollaleral. Exceptas otherwise expressly acknowledged and
contemplated in the Purchase Agreement, such Deblor has good and markstsble ille to al
and every part of the Collateral, fres and clear of any mortgage, pledge, lien, security
Interest, encumbrancs, conditional sale contract or other title retention agreement, orany
ather adverse claim of any pature whatsoever (collectivaly, “Lisn’) except for (x) the first
priority securily interest granted to the Secured Party hereby; and (y) the second priority
security Interest granted to CMBG as provided for In the Asset Purchase Agreement
(referred to herein collectively as the sparmitted Liens”. No effective financing statement
or other Instrument similar in effect covering all or any part of the Collatersl is on fils in any
recording office, except such as may have been fled with respect to the Permitted Liens.

(dy No Default or Required Consent. Except as othenvise expresaly
acknowledged and gontemplated nthe Asset Purchase Agreement, the execution, delivery
and performance of this Security Agreement by Debter, and the effectuation by the
Secured Party of any of iis rights and remedies thereunder or hereunder, whether upon
default or otherwlse, (x) will not resultin a hraach of or constitute a default under (1) ihe
certificate of incorporation or bylaws or other charter provision of Debter, or (i any other
agreement or Instrument to which Debtor Is a party or by which any of the Collateral is.
bound except, In the case of clause (i}, where such Breach or default would nothave 2
rnaterial adverse effect on the Collateral or on the business, operations or fingnclsl
condifion of Debtor, (v} will not violate any law or any rils or regulation of any
administrative agency or any order, writ, Injunction or decres of any court or administrative
agency, and (2) does nol require the consent of any persan, entity or governmental agency
or any notice of flling with any governmental or regulatory body, except as shall have been
previously obtained, given or made or where the failure to gbtain such consent would not
have a material adverse effectonthe Collateral or on the business, operaticns o financial
gondition of Debtor.

{8) Perfection. Debtors exact legal name, type of arganization and
jurisdiction of crganization Is set f it in the Introduction of this Security Agreemaent.
Dehtor's organizational identification number ls NV200711 27832, Deblor's principai place
of business is located at the address set forth on the date hereof In Section 14 of this
Security Agresment, Upon {i) the execution and delivery of this Security Agreement by
Debtor; and (i) the proper and timely filing of a financing statement with the Secretary of
state of Nevada, the Secured Party will have a first perfected first priority security interest
in and to the Collateral. ' '



Ermnr

‘ H loyment of Jarle Thompson: Camelot Distribution Group, Inc.
(‘CDGY) has entered into an employment agresment with Jamie Thompson
{“Thompson™) as of September 1, 2008 (the "Employment Agreement’), whersunder
Thompson shall render services as Prasident of CDG o, among other responsiblities,
manage and supervisa CDG's general business operations, including without limitafion
services In connection with the exploltation of the Liberation Assets. Debtor hereby
acknowledges and agrees that It shall use its best efforts to continue Thompsot's
Employment Agresment for a period of five (5) years from the date nereof, During sald
pariod of the Employment Agrasment, Thompson shall bs primarlly responsible for tha
exploltation of the Collateral, '

Affirmative Covenanis. Debtor covenants and agrees thatuntil suchtims as

8.
the Nota is Indefeasibly paid or otherwise satisfied In full, unless the Secured Parly shall
otherwlse consent In writing:

‘ {8) Conduct of Business and Maintenance of .
Debtor ehall do or cause o be done all things reasonably necessary to preserve in full
forca and effect its existence, lis corporate powers and authority, its qualifications to carry
on business In all applicable jurisdictions, and all rights, Interests and assets necassary to
the conduct of its business, except where the fallure to do so does not have a material
adverse aeffect on the financial condition or operations of Debior,

of_Seonur

{by  Prolection ty and Lenal Proceedings. Subject to the
provisions of Section 8.5 of the Purchase Agreel ent pursuant ko which the Secured Party
expressly understands and acknowledges that Debtor may have no obligation to defend
adverse clalms with respect fo, and cerlalin items of the Collateral may be sold, assigned or
abandoniad by Debtor as Debtor may determine in its sole discretion, Debtor shall, at its
own expense, take any and all aclions reasonably necessary to preserve, protect and
dafend the securily interests of the Secured Party inthe Coliateral and the perfection and
priorily thereof agelnst any and all adverse claims, including appearing inand defending all
actions and proceedings which purpart fo affectany of the foregoing. Debtorshall promplly
relmburae the Secured Party for any and alf sums, including costs, expenses and actual
aftorneys' fees, which the Secured Parly may pay or incur in defending, protecting or
enforcing Its securty Interest in the Collateral o the perfection or priority thereof,

(¢}  PaymeniofTaxes. Deblorshall payor causeto be paid alltaxes and
otherlevies with respect fo the Collateral when the same bacome due and payable, except
for any taxes which are belng diligently contasted In good falih by appropriate proceedings
and for which appropriate reserves have bsen established,

{(d) Useand Maintenance of Collateral, Deblor shall comply inall material
respects with all faws, statutes and regulations pertaining to its use and ownership of the
Collateral and Its conduct of Its business; maintain all of the Collateral in good condition,
reasonabla wear and tear excepted, and keep accurate and complete books and records
pertaining to the Collateral In accordance with generally accepted accounting principles,
axcept where the fallure to do any of the foregeing does not have a malerial adverse affect
on the Collateral or the Secured Party's rights therein.
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_ {e) Inspection. Debtorshall give the Secured Parly such Information as
may be reasonably requested concerning the Collateral and shall during regular business
holirs and upon reasonable notioe during the continuance of an Event of Default, permit
tha Secured Party and its agsnis and reprasentatives to have full access to and the rightte
examine, audit and make coples and abstracts from any and all of Debtor's books and
records pertaining to the Collateral, to confirm and verify the value of the Collateral andto
do whatever else the Secured Parly reasonably may deem necessary or desirable to
protect its interests. Furthermore, Deblor agrees to furnish promptly to the Secured Party
such information regarding the financial condition or business of Debtor or the Collateral as
the Secured Parly may reasanably request, and all such information heraafter fumishedto
?um iSchmd Party by Debtor wil be frus and comect In aff materlal respects when

rished.

()  Notification. Debtorshall notlfythe Securad Party In writing withinten
(10) business days of the occurrence of any event which matenally adversely affects the
value of the Collateral, the abllity of Debtor or the Secured Party to dispose of the
Collateral or the rights and remedies of the Secured Parly in ratation thereta.

7. Negative Covanants. Deblor covenants and agrees that untll such time as

the Note is indefeasibly pald or otherwise satisfied in full, without tha priorwiritten consent
of the Secured Parly

{8)  SaleorHypothecation of Collatarsl. Exceptas othenwise pravided in
Section B.5 of the Purchase Agreement, Debtor shall not directly or Indirectly, whether
voluntarily, Involuntarily, by operation of law or otherwise () sell, assign, license, transfer,
exchangs, lease, lend, grant any option with respect to or dispose of any of the Collateral
or any of Debtor's rights therein, except for sales, assignmenis, licenses, transfers,
exchanges, leases or loans in the ordinary course of the Debior's business; nor (i) create
‘or permit to exist any fien on or with respect fo any of the Collateral, other than Permitted
Llens. Theinclusion of "proceeds” as a component of the Collateral shall not be deemed
“a cansent by the Secured Party to any sala, assignment, transfer, exchange, lease, loan,
aranting of an opticn with respect to of disposition of all or any part of the Collateral.

(b}  Changs of Location or Name. Debtor shall not, without giving to the
Secured Party at least thirty (30) days' prior written notice {{) move its principal place of
husiness; (i) change its name, its trade or fictitious business nama(s) or it organizational
identification number; (i} keep Collateral al locations other than its princlpal plece of
businass, except as otherwise digclosed to Secured Party inwilting; or (V) change its type
of arganization, Jurisdiction of organization or other legal struclure,

8.  Secured Part olnted eyin-F Debtor hereby appoints the
Secured Party as Debtor's attorney-in-fact with full authority In the place and stead of
Deblor and in the name of Debtor or otherwiss, from time fo time in the Secured Party's
sola and absolute discretion to take any action and to execule any instrurnent which the
Secured Party may deem necessary of advisable to accomplish the purposes of this
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Security Agreement. Deblor acknowledges that the foregoing grant of power of aftomey is
coupled with an Inferest and is irrevocable,

B. Boourad Party Ma

‘ : : Perform. Ifeither Debtor fails to perform any agreement
or coveriant contained hereln, then the Secured Party In its discration may perform or
Cause the performance of such agreement or covenant, and the reasonable expenses of
the Secured Party Incurred In connsction tharewith shall be payable by the Debtor.
However, nothing in this Security Agreement shall obligate Secured Party to act, nor shall
fhe fﬁ}?ﬂa of Sscured Party under this section be construed as a walver or cure of any
such fallure. ' ’

10. Remeadies upon Default.
{a) "Event of Default” shall mean ihe occurrence of any of the following events:
i The fallure fo pay the Nofe when due.

il The fallure, refusal or neglect of Debtor to observe or perform forany
reasen any of the covenants, conditions, agreements or provisions contained in this
Securlty Agreement or In any of the other agreemenis or instrumenis referenced herein ot
contemplated hereby (referred to hereln individually as a"Loan Document” and collectively
as the “Loan Documents®) (other than the payment of the Note of which the fallure to pay
constitutes an Event of Default described In Section 8(g)! hereof) orto exanute gnd deliver
any documents, agreements or instruments reascnably requested by Secured Party
hersunder or thereunder, provided that If such fallure, rafusal or naglect is capable of
remedy within fifteen (15) days the Deblor shall be entitied to cure the same within fifteen.
{15} days of Debtor's recelpt of written notice from Secured Parly of the ocourrence of sush
fallure, refusatl or neglect.

iil.  Anyrepreseniation or warranty made by Debtor in any Loan Document
or any report, certificate, financial statement or other Instrument furnished by or on behalf
of Debtor In connection with any Loan Document shall prove to have been false or
misteading in any material respect.

lv.  Subject to the provisions of Section 6.5 of the Purchase Agresment,
Sacured Party shall cease to have valid and perfectad first priority security interest af any
time for any reasen in the Collateral, or any portion thereof (subject to Permitted Liens).

W Subject 1o the provisions of Section 6,5 of the Purchase Agreement, if
any judgment agsinst Debtor or any of ite properfy or assets which would or might
materially adversely affect (a) its ability to perform its obfigations under any Loan
Documeant; andfor (b) the Collateral and/or the Seaured Party's rights thereln, remains
unpald, unstayed or undismissed fora pariod of mare than forly-five (45) days.

_ vi.  Debtor shall be dissolved or shall sustain the loss, cancellation of
forfelture of fte legal status or good standing by reason of any judicial, :axtr&}udiaia{ or
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administrative proceedings or otherwise, of shall (a) apply for or consent to the
‘appointment of @ recelver, trustes or liquidator of Deblor or of all era substantial part of
Debtor's assets; (b) be unable to, or admit in wriling its inability to, pay its debts as thay
mature; (c] make a general assignment for the benafit of creditors; {d) be adjudicaled a
banirupt or insolvent; {e) file & voluntary petition in bankruptcy or a petition or an answer
seeking reorganization oran anangement for the benefit of craditors or take advantage of
any insolvency law In ils capaclly as a debtor; {f) interpose an answer admitiing the
material allegations of tha patition filed againat Debtor in any bankruptey, reorganization or
Insolvency proceedings; (g) take any action which would have the effect of dissolving
Dabtor: or (h) take any action for the purpose of effesting any of the foregoing.

i, Any {g) involuntary petition i filed against Deblor seeking {o subject
Deblor to any banirupley, Insclvency or similar laws and such petition shall remain
unstayed or not be withdrawn fora period of forty-five (45) days; or {b) an order, judgment
or decrea shall be entered against Debtor by any court of competentjurisdiction approving
a petition seeking its recrganization of appointment of a recelver, trustee o liquidator of
Debtor orofall ora substantial part of s assets and such order, judgment ¢r decrae shall
continue and stay in effect for a period of forty-five {45} days.

(b} Man Event of Default exisls, the Secured Parly may exarcise one or inote -sff :
the following rights and remedles at any time or times and without notice to or demand
upon Deblor

)  Daclare the Note to be forthwith due and payable, whersupon the
Note shall be accelerated and shall becoma mmediately due and payable without
presentation, demand or natice of any kind to the Deblor {all of which are hereby walved
by Debtor }, excepl that if an Event of Defeult specified fn Seclions 9(a)(viy and Ha){vii)
shall oceur, such sccelerafion shall be automatic and nio declaration or cther act of
Secured Party shall be necessary 1o affact such acceleration;

(i)  Procead toprotect and enforca the rights of Secured Parly to payment
of the Note and its rights to provead against the Collateral and exercies s remedies
whether by sult in equity or by action atlaw, or both, whether for the specific performance
of any covenant, agresment or ofher provision of any of the Loan Documents or any other
{egal or equitsble right or remedy of Secured Parly;

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

{a) Colisctions etc, Secured Party may demand, sue for, collect of
raceive, in the name of Secured Party of in the name of Debtor, or otherwise, any money
or property at ahy time payable or recelvable on account of or in sxchange for, or make
any compromise or setilement deemed desirable with respect o, any of the Collateral (but
Secured Party shall be under no obligation to do so), or extend the time of payment,
arrange for paymentin installments, or othanwise modify the term of, or release, any of the



Collateral, without thereby Incurring responsibility to discharge, or discharging, or othendlse
affecting any iiazziiiiy of Debtor hereunder, Secured Parly shallnot ba required to take any
steps to preserve any rights against other parties to the Collateral, Secured Parly may (bul
is not obligated to) make such payments and take all such actions as Secured Party

deems nacessary to protect its security interest in fhe Collateral and/or the value thereof,
and Secured Party is hereby authorized {withoutlimiling the general nature of the authority
hereinabove conferred) to pay, purchass, contestor compromise any ilen or encumbrance:
on the Collateral; and ‘ o

v (b) sEfess and Sale of Collateral, sie. Secursd Parly may
sxercisa inrespact of the Collateral all rights and remedies hereunder and under the Loan
Documents, all the rights and remedies of 8 secured party under the Code and all rights
and remedies otherwlse available fo it In addition, Secured Parly may nofify any and all
account debtors of the Debtor to make all further payments to Secured Party, and enter
upon each premises of wherever the Collateral may ba and take possession of the
Collateral and demand and receive such possession from any Person who has possession
thereof; and take such measures as it may daem necessary or proper for the cara or
protection theraof, Including the right to remove all or any portion of the Collateral (but
Secured Party shall not be obligated to da so). With or without taking such possession,
Secured Party may sell or cause to be sold, whenaver Secured Party shall decide, Inone
ormore sales or parcels, and at such price or prices and upen such other terms as may be
cormmercially reasonabla (irrespective of the impact of any such sales on the market price
of such assets), and for cash or on credit or for future delivery, without assumption ofeny
credlt risk, all or any portion of the Collateral at any broket's board or at public or private
sale. Secured Perty may be the purchaser at any public or private sale ta the extent
permitted by law.and provided such salels conducted in accordance with the Code ofany

or all of the Collateral so sold and shall be entilled, for the purpose of bidding and making
settiement or payment of the purchase price for all or any porticn of such assels sold &f
any such publlc or privats sale, to use and apply the Note as a credit on aceount of the
purchass price payable by Secured Parly at alich sale. Each purchaser (including fhe
Secured Party) at any such sales shall thereafter hold the Collateral purchased absolutely
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 expréssly waived
and released, Debtor agree that, to the extent notics of sale shall bs required by law, at
leastten (10) days' notice of sale to the Dabtor of the ime and place of any public sale or
the fime afier which any private sals is to be made shall constitute reasonable notifleation.
Secured Party shall notbe 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 time
to time by announcement at the fime and place fixed therefore, and such salemay, without
further notice be made at the fime end place to which it was so adjouned, Debtor hereby
walve any claims against Secured Party arlsing by reason of the fact that the price at which
any Collateral may have been sold at such a private sale was less than the price which
might have been obtained at a public sale, even if Secured Party accepts the first offer
recelved and doesnot offer such Coliateral to more than one offeree, provided suchprivate
aale s conducted In a commercially reasonable manner,



‘ ‘ {¢)  Appointmentof a Receivar, Upon the accurrence of an Event
of Defau, the Secured Parly shall be entitled to the appointment of a receiver, o fake
possession of all or any portion of the Collateraland to axercise such powers as the court
shall confer upon the recelver,

{d) Power of Atforney. Deblor does heteby irrevacably make,
constitute, and appoint the Secured Parly and lts designees as its true and Jawful
aftomey-In-fact, with full power In the name of Secured Party andfor Debtor, fo taks the
following actions upon the occurrence of an Event of Default: fo endorse any notes,
checks, drafts, money orders or other evidences of payment relating to the Coflateral that

may come into the possession of the Secured Party; to enforce all of Debtor's rights under
and pursuant to all agreements with respect to the Collateral, all for thé sole benefitof
Secured Party, to enter into and perform such agreements a5 may be necessary in arderto
carry out the terms, covenants, and conditions of this Security Agreement which are
required to be observed or performed by Debtor, to executs such other and further
martgages, pledges and assignments of the Collateral as Sscured Parly may raquire for
tha purpose of protacting, maintaining, or enforcing the security Interests granted to
Sacured Party by this Security Agreement and the other Loan Documents, and to dosny
and all other things necessary or propsr to carry out the Intention of this Seclrity
Agresmant and the othet Loan Documents; and Debtor heraby ratifies and confims allthe
Sacured Parly, &s such alforney-in-fact, or its substitutes shall propery do by virtue of this
power of attorney, provided, however, that Secured Parly agrees to nefify Debtor priorto
any stich endorsement, execution or action and to provide Debtor with a reasonable period
{s endorse or execute the subject documents on Deblor's own behalf. Such powsrs of
attarmey are coupled with an interest and ars therafore Imevocable.

() _ nd Remedles Cumulative. No right or ramedy
conferrad upon Secured Parly hereln orin any of the other Loan Documents or ofherwise
avallable at law of In equity {or both) shall be exolusive of any other tight or remedy
contalnad herein ortherein or othenwise made available. All such rights and remedies are
cumulative and are not exclusive of any right or remedy which Secured Parly may
otherwise have.

M fication of Proceeds. Any cash held by the Securad Parly
as Collateral and all cash proceeds recelved by either of the Secured Party In respect of
any sale of, collection from, or other reslization upon all or any partof the Collateral may, In
{he discretion of the Secured Party, be held by the Secured Party as collateral for, andlor
then or at any time thereafter appfied (after payment of any amounts payabls fo Sacured
Party pursuani to this Securiy Agreement) inwhele or n part by the Seoured Party agalnst
all or any part of the Note In such order as the Secured Parly shall elect, Any surplus of
such cash or cash proceads held by either of the Secured Party and remaining after
payrment In full of alf the Note shall be pald over to Deblor or to whomsoever may be
lawfully entitied to recelve such surplus,

n. The powers conferred upon Secured Parly
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hereunder are solely to protect ts Interest in the Collateral and shall not impose any duty
upon it to exarcise such powers. Nothing In this Security Agreement shafl be desmed to
conatituts an assumption by elther of tha Secured Party of any liability or obiigation of the
Debtor with respect to any of the Collateral. The Secured Parly shall not be liable to elther
Debtor for any act (including, without limitation, any act of active negligence) or omission by
the Secured Party under this Securily Agresment unless the Secured Party's conduct
conatifutes willful misconduct or gross negligence. Deblor agrees to Indemnify and {0 hold
the Securad Party harmless from and against all losses, liabllities, clalms, damages, cosls
and expenses (including reasonable atiorneys' fees and dishursements) with respect to (a)
any action taken (Including, without timitation, any act of active negligence) ar any omission
by either of the Secured Parly with respect to the Payment Obligations or this Securily
Agreement, provided that Becured Parly's conduct does not constitute wiliful misconduct of
gross negligence, and (b) any claims arising outof Debtor's ownership of the Collateral or
Secured Party's security Interest thereln.

42, Expanses. Debtoragreesto payupen demand to the Sesured Parly any and
all reasonable expenses, including the reasonable fees and expenses of its outslde
counsel and of any experts and agents which the Secured Party may incur in connection
with (a) the custody or preservation of, or the sale of, collection from, or other reslization
upon, any of the Collateral, (b} the exercisa of ‘enforcement of any of the rights of the
Secured Party under the Payment Obligation andfor this Security Agreement, and (c) the
fallure by Debtor to perform or observe any of the provisions of the Payment Ohligation
andfor this Security Agresment. '

43, Security Inferest Absolute, Except as otherwise provided herein or in the
Purchase Agreement or Inthe Intercreditar Agreement, all rights of the Secured Party and
security Interests hersunder shall be absoluts and unconditional Irespective of:

(a) =anylackofvalidily or enforceability of the Purchase Agresment orany
ather Loan Document;

(o)  anychange Inthetime, manner or place of payment of, or inany other

term of, all or any of the Note, or any other amendment or walver of or any consentto any
departure from any of the Loan Documents; or

¢y any fumnishing, exchange, release or non-perfection of any uther
collateral, or any release or amendment of walver of of consent fo departure from any
guaranty for aff or gny of the Note.

14, B ments, Walver, No amendment or waiver of any provision of this
Secutity Agreement nor consent to any depariure by Debtor herafrom shall in any event
be sfective urless the same shall be in wiiling and signed by the Secured Party and
Debtor and/, and then such walver or consent shall be effsctive only in the specific instance
and for the specific purpose any party for which given. ' g/\/
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15,  Notices, All nofices, requests, demands and other sormunications required
or permitted to be given hersunder shall be in wiiting and shall be deemed to have been
duly given f deliverad by messenger or ovemnightdelivery service, orsent by firstclass mail
for alr mail where available), postage prepald, cerified or registered, refum recelpt
requested, as set forth in the Purchass Agreemant or at such other address as may be
furnished in writing. Any notlce glven by messenger or ovemnight delivery sewvics as
providsd In this Section 15 shall be deemed given when delivered if during normal
buslness hours on a business day {or if not, the next business day after dellvery); any
notice given by first class mall (or alr mail where avaliable}, postage prepaid, cerified or
reglstered, return recelpt requested shall be desmed given five (5) business days after the
date of mailing. Any party may by notice to the other change the address atwhich notices
and demands may ba glven fo it.

46, Confinuing Security Interest; Release of Security Inferest Upon Payr snt.
This Seourity Agreement shail create a continuing security interest in the Collateral and
shall {a) remain In full force and effect untllindefeasible payment or other safisfaction in full
of the Note, (b) be binding upon Debtor, and its successors and assigns, (¢} inure, together
with the rights and remadies of the Secured Party hereunder, to the benefitof the Becured
Parly and its successors, transferees and assigns, (d) constitute the entire agreement
bstween Debtor and the Secured Party with respect to the sublsci matters coverad hersby,
and (e) be sevarabla in the avent that one or mote of the provisions hersin ks deferminedto
be lilegal or unenforceable. Upon the indefeasible payment or other satlisfaction In full of
the Nots, the Secured Party, at the raguest and expense of Debtor, shall release the
security interests In the Collateral granted herain and execute such termination statements
as may be neceasary tharefors, {o the exten! that such Collateral shall not have been sold
or otherwiss applied pursuant to the terms hereof.

17,  Returnof Coliateral. Subject io any duty Imposed by law or othenvise to the
halderof any subordinate lien on the Collateral knownto tha Ssoured Party, and subjectio
the direction of a court of compstant jurisdiction, upon paymentin full of the Note, Deblor
shall be entitled to the return of all Collateral belonging to Debtor in the possession of the
Secured Parly; provided, however, that the Secured Party shall not be obligated to retumn-
to Debtor or deliver to the holder of any subordinate lien any such Collateral until itls.
satisfiad that all arnounts with respect to the Note are no fonger subject fo being recaptured
under applicable benkruptcy or Insolvency laws or ptherwise, The return of Collateral,
however effected, shall be without recourse to the Secured Party and the Secured Parly
shall be enfiled to receive appropriate documentation to such effect, The retum of
Collateral shall bs effected without representation or warranty and shall notentitle Deblor
to any right to any endorsement.

8. . Govering Law: Terms. This Securlty Agreement shall be deemed to have
been made In the state of Utah and the validity, construction, inferpretation, and
anforcament hereof, and the rights of the padies hereto, shall be determined under,
governed by, and construed In accordance with the internal laws of the state of Utah.
Debior hereby consents to the jurisdiction of any Utah state or United States Federal court

‘sitting in Utah with respect to disputes arising out of this Security Agreement,
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19, Walver of Jury Trjal. 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 OUY OF OR RELATING TO THIS AGREEMENT OR
ANY OF THE TRANSACTIONS CONTEMPLATED HEREBY. Any legal action or
preceeding with respect to this Security Agreement must be brought in the federalor state
courls located In the State of Utah, unless Secured Party elects to bring such legal acticn
or proceeding elsewhere. Debtor hereby Irrevocably accepts for itself and In respect of its
property, generally and unconditionally, the jurisdiction of the federal or state courls
losatad in the State of Utah as having proper venue, Debtor hereby irrevocably walves any
objection which it may now or hereafter have to the laying of venue of any of the aforesaid
actions or proceedings arlsing out of or In connection with thie Security Agreement brought
In tha aforesaid Utah courts and irrevocably waives and agress not to plead or clalm inany
such court that any such action or proceeding brought In any such court has been brought
in an inconvenlent forum, and also consents to the service of process by any means
autherized by ihe State of Utah,

INWITNESS WHEREOF, the parfies hereto have caused this Securily Agreement
tobe duly executed and deliversd by their respective officers thereunto duly authorized as
of the date first above written,

Delbtor
CAMELOT FILM GROUP, INC, a Navada

Secured Party: |
INCENTIVE CAPITAL, LLC, a Utah corporation

By:

. Praaldsnt
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