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any time for all or any portion of
herenf as provided and notifying

executing a eopy

thereafter.

and authority 1o enter into and perform

and year first aho

Company

may accept this Subscripiion Agree
the Membership Interest subscribed
Fund ithin 2 reasonable time

rave with the full p

wes and obligations contained herein as of the d

Subseription Agreement at
subscribs or by
Ele time

anerit. The Company may accept th
v of the Membership Tnferest
vided and notifying Funder within  reas

(2) piance of Ag
any time for v any porii
executing a copy hercof as pro

thereal

IN WITNESS WHEREOF, the Parties hereto ha sement with the full power
0 enter inro and perform the rights and oblig contained herein as of the day
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OPERATING AGREEMENT OF
SYT FILM LLC
IFORNIA LIMITED LIABILITY COMPANY

STS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES

AS AMENDED, OR THE SECURITIES LAWS OF ANY JURISDICTION. NO
HIP INTEREST MAY BE SOLD OR OFFERED FOR SAL

A REGISTRATION STATEMENT UNDER ALL

INTEREST ALSO MAY NOT BE TRANSFERRED OR ENCUMBERED
LICABLE PROVISIONS OF THIS AGREEMENT ARE SATISFIED,

THE MEMBERSHIP INTERESTS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES
ACT OF 1933, AS AMENDED, OR THE SECURITIES TAWS OF ANY JURISDICTION. NO
MBERSHIP INTEREST MAY BE R OFFERED FOR SALE (WITHIN THE MEANING
OF ANY SECURITIES LAW) UNLI REGISTRATION STATEMENT UNDER ALL
APPLIC ECURIT TH RESPECT TO THE MEMBERSIIP INTEREST
THEN IN EFFECT OR AN EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF
THOSE LAWS IS THEN APPLICABLE TO THE MEMBERSHIP INTEREST. A MEMBERSHIP

OPERATING AGREEMENT OF
SYT FILM LLC
ACALIFORNTA LTMITED LIABILITY COMPANY

TIE MEVDERSIIP INTERESTS TIAVE NOT BEEN REGISTERED UNDER TIE SECURITIES
ACT OF 1933, AS AMENDED, OR THE SECURITIES LAWS OF ANY JURISDICTION. Nt

MEMBERSHIP INTEREST MAY BE R OFFERED FOR SALE (WITHIN THE MEANING
OF ANY SECURITIES LAW) UNLESS A REGISTRATION STATEMENT UNDER ALL
APPLICARLE SECURITIES TAWS WITH RESPECT TO THE MEMRERSHIP INTEREST IS
IHEN IN EFFECT OR AN 7

THOSE LAWS 15 THEN APPLICABLE TO THE MEMBERSHIP INTEREST. A MEMBERSHIP
INTEREST ALSO MAY NOT BE TRANSFERRED OR ENCUMBERED UNLESS TITE
APPLICARLE PROVISIONS OF TH] EEMENT ARE SATISFIED,

Operating
SYTFUmLLC
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Members, and {ii) when used with reference o any Member, the death, resignation, retirement. expulsion or
bankrupicy of such Membe
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Section 118, “Fiscad Fear." “Fiscal Year" means the Company’s iscal year, which shall be the
endar year

Section 119, “LLC Avr " “LLC Act” means the Califomia Reviscd Uniforn Limited Liability
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recment and any
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transferr
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ions with the € X all be separate and d C wtribution C such loan shall be s d pital Conribulivns

Section 4.4, Cony I s the intent of the Members of this Company that
Company is man o D ment of the

smpany and act as the agent of exeept as limited by the praviss
and Article \ and Article V.

Section 4. Section 4.5,

Theie will be 10 reqe I Meerings.  There will e no required regular ot annual meetings of the
ibject 1o the TLC Act, any Member m ng at any time, provie subject 1o the LLC Act, any Member may call s mecting at any tim v
ed by the Mas f the Members shall be held at the d A ngs o held at the Company
place within the State of Co fice or at any oth e of Califoria
the meetin epl as 5 elected by the Memb
all be provided to all Members entidled to vote at the meeting and shall sotice o
th the requirements of the T1.C Act 1770407

UFALS ), provided Wl any Such Grdis snal nol (a
deemed included in the Minimum Capitalization, (c) b
from € R

be no dovble deduciions from Company
alfeet the d of revenucs set forth in Exhbibit C

n

ARTICLE TV: MEMBERS

No Member shall b personally liable for the debis, obligations,
liahilities, or judgments of the Company solely by virtue « n  Company
except as expressly set forth in this Agreement or as required by law.

Sec Additionad Members.  Subject w the Maximum Capitalization, addiions] Members

< admitied 1o the Company nly if appr he Managers, subject o this Ag

case the Pers Tnterosts of the Menbers with Econoinie Interests shall be recalculated in accordance

with Setion 1.4, Pursuait 1o the tens areements, uiless named in thi

or unless p . i shall be considered a Member, and the Company need deal only witl
admitted Fxhihit A shall he amended fo include the name, presen: mailing
n number, and taze Interest of any additional Member

ment, and in such

ons it Company. A Member may lend m
subject t any limitations contained in this Agrecment o in the LLC A
e laws, such Member shall be treated like any other Ferson with

with the Company, and such laan shall be separate and distinet from Capital Contributic

n 4.4, Compeny Is Manager-Managed 1t is the intent of th
is manager-managed and the M Il participals
the agen of the Company, except as limited by the provisions contained in Section 2.7

the Members, However,
y 4 meeling at any tme, provided such
Members shal be held at the Company’s principal
place within the St
calling the
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s v provide 5 signed by the Majerity P cons . d by the Majority nofice if consent is given in witing, provided that the acio s signed by the Ma
such consents shall be filed and maintained in the Company’s records. Tnieresi 1t shall b filed and mai
Osher Bu a £ etion 4.6, The Member Managers, and any Affiliate of the Members or E The Members, the Manag
p Managers, may engage in or possess an interest in other business counected willi the n other business ventures (unc
Company) of every kind and description, independently o with others. The Company pany) of every kird and description, independently or with others 11 o have an any) of every ki or with athers, The Company shall
i in or to such indepen the income or profits by virt in or to such ind the income or profits by virtue of thi s or the income or profi

i with the LLC Act and notwithstanding a: nl with the 11.C andt matwiths = iing i msistent with the TI.C Act and notwithstand
or othanwise, without the aff Member may withdraw as a Member, by nc stherwise, without the affinmative vate canber, b herw thout the aflirmative v
1 Interest. For purp clarification, such vote may include the vote of the i vote of the withdra

der of
ses ated to the interest of that Person,
o hold omic Interest. at th ofd

ho i not a Member, for purposes reasonably related (o the intere
liver to the Member or holder of'an F
o in this Ag

Section 49. 1 . i Personal Liabil 3 t
Managers, nor any Membe a n that the £ = a 4 a o xposing any Member to
personal liability for the oblig wpany, without first cbLin persomal Hiabilily for the obl he prior wrilten consent of

such Member E

» ulman
C*Schulman”), Kr o ("L 2 2 i v falker™), and Vanishing ¢, thiough s (“Schulman™), Kristen Uno (“Uno™), Mari Walker (“Walke 3
Principal. Matt } : ers”), as sef forth Miller ¢ hlian, Uno cr, ™). as scl forth VA" and collectively with Schulman ers”), as sel forlh
o Exhibit B, who inten b npany. The Managers in Exibit B, w E for the Period of Duration of the ¢ The Managers B. ¢ @ Member for the Period apany. The Man:
[ the Pichue, ineluding shall have exclusive control and decision-making authority over all aspects of the Picrure, inchuding on-making autaority over all aspects of the Picaure, includin
business management,  inclu dex 3 p , b cluding signing ; production, management, including
all bank accoun his over the final cut of the Picure; prc i i f : provided that in the suthority on all bank accounts, 3 x oftthe Picture; prov
deadlock, the final decision shall be as determined by David Watson Wall bject 10 any third event of a deadlock. the fi s Watson Walker, s
15 and/or approvals party rights and/or appr
f the Meriager : a 2 n 3 ers e ¢
and control uf the busin 2 Managers shell pr 5 vision, di d control of the business « Company. The Man;
The Managers shall have the general powers and duties of management of 1 m ¢ the Managers shall hay neral powers and duti
1
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follow

onaitons of tis Agreement, snail have e aun
half of the Company, and, subiect 1o Sec
s of the Company shall be required to bind the Company

at the Managers’ d
e tim
business and allairs of the Company. The OfTicers
ubject to all rights, if any, of an Officer under a
separate from this Agreement. An individual ma

mpany and Offi
The Officers shall ¢

nstances o the supery
i o without limitation,

his Agreement, the appointed OFf
E hall of the Company ated 0
it any.

Acts of Officers as aof Auth

evidence o indebledn . cerlificate, statenient,
ment. or endorsement (her
Person, when

Company by any lack of autho

on the part of the other Person that the s

Section 5.4, Limiteions on Fo s may not undertake the

g acts on behalf of the Company without first oblaining ¢

(]

)

(©

y onsent of the Majority Interest

Iho ap a sale, transfer, oxchangg, assignient, or oihcr disposition ofall or any part of
& Member's P cntage lnlerest (excluding Lhe assi & “Net Proceeds™ (as delined
in Exhibit €) based on such Percentge Interest) in the Company and admission of th
assignee as a Member of the Company, subject 10 Artcle 7

The decision 1o continue 1o operate the business of the Company 2l
Company Dissoluiion Event

The sale or ether dispusition of all or & substantisl pert of the Company’s ass ulier
occurring as a single ransaction or as 4 series of ranssctions over 4 three-month period,

Manag
cument
anly th

Sectic
accordance with Se

10 assist the Manage

shall serve at the pleasure of the Ma
mployment

hold a number of offices The Officer

agers

0

pject o i 414 CONAIONS of Ty
instrument or act on behalf of the €

n the Company and Qfficer, if any s Agreement. An individual may

il exercise such powers and s are typs

and control of the Managers in accordance
Section 5.1 of this Agreement

Section 5.4, wivns on P'ower

(a)

(b)  The d 0 continue 1o

(©

shall have such

act

Authority of Of ment, the app:
ority 10 sign documents on behal”of the Company

hem by the Managers, if

nvalidated as 'y any lack of authority of the

of actual k < on the part of the ofher Person that he signing Officers had no authority

exeeute the same

1 The Managers may not underiake the
an hchal of the Company i of the Majority Tnterest
change, sssignment, or oiher disposition of el or any part of
ehuding the right 10 assign the “Net Proceads” (as defined
Intercst) in the Company and admission of the
w0 Article

ate the husiness of the Company after
olution Event,

The sale or athe sition of all or a substantial part of the Company’s assets, whether

a tions ever a three-month period,
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ompany, The Officers
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pany and Officer, if any, separate from this Agreement. An individual m
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in all instances to the su on
nent, including withour limitation,

ement, (he appointed Ollices
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sted or entered into
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u
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(d) The merger of the € ith 2 (d)  The merger of the Company with any other business entity

gainst the Company (e) The confession of 8 judzment against the Company:

ndu
emvion of the Company ints another business entity
Any amendment to thi ceptas set forth in Seetion 12.11; or
ompan, yrth in Secrio

s ) Personal Liabilily. Neither the Company nor

v shull take any action that il have the :l?m of expasing any of the Managers af the
Company o personal Tiability for the obli Company, without i the written
consent of such Manager.

The Managers may reccive compensarion for scrvices
: director, w s andor “Profit Participation
wilh) and not in the capacily of a Manager of lhe Company,
agreements for the Manag The Manager shall wlso be entilled
provided to the Company

s owe 1 the Compiny
s eunder. and 0 the Members of the Compan
ose of & partne ac partncrs of the partncrship

dcts amd Omissions. As long as the Managers act in sccordance with

5.7, the Managers shall not incur liability to any ¢ \dkrNc‘nb:r ar to the Company for any act or

ction 5
1 which occurs while  of services for the Company

Secti A Manager may be removed, hut only for csiminal a
riminal act, mbezzlement, whether or nor
{ the Majority Tnterest at a mee <pressly for that purp:
1 4.5(a) and the LLC Act. For purposes of carifica all mot include
 remosal shall be without prejudice o i if any, of such

A forth there ordane
45 a Member of the Company, if any.
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( the Company [ro
‘ompany into anather by
Any amendment 1o this Agreement, excepl as set forth in Seetion

(i Any act outside the

cction £.6. (ompensati
endered in connection with (he Picture
d

reimbursement for the

Managers ¢
> tae Mg
those of 2 partner 1o a partnership and (o the partners of the partnership.
Managers act in accardance with

mission which oceurs whl\-—mlh»pwhvmlm; of services for the Company

Manager. A Manager may criminal activit

minal act, fraud or embezzlement, whether or not such act resuls in a criminal charge or (ie. a criminal ac
mviction), and ond  the Majority Interest at a meeting called expressly for that pumose in tion), an

accardance with S 2) and the LLC Act For parp e shall not include:
lU vole of 2 b . e al shall be without projudies (o the rights
z g, without [
et forth therein, in accordance with the terms thereof) and
a Member of the Company, if any, 4s sct forth in

Operalivg A piccm
SYT A LLC

Any act which would prevent the Cor
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8. Liability for Acts anet Ourissio s long s the Managers ordence with
Managers shall not incur lability o any olher Member on o the Company for any act or
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whether or not such act results in a eriminal charge or
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nager ony ny vote of
ch vote may include the vore of the withdrawing
) Sl be witbout o the rights, il any, of such Mansger under su

ger's respective services agreement (including, without limitarion, in connection with any eredit and
th the terms ther

ch withdrawal, he
sor Manager to continue the

Sectian &.11. hncapacin y In she svent of the withirawl, incapaciey
sermanent disability, or death of a Manager or principal of the Manager, icable), a

nay be named by the Majority In £, the withdrawin deceased Man

ch Managers eirs or suscessor) shall reain such Man

all be as set forth in Exhibit
with respect 107
ounts distributed to the
ilhstauding ansthing to the contiay berein, 1he
but shall ot huave the obligation 1o, set up & collection account for the distibution of
le discretion

mee with Section .1, the Man
25 to the Picrure (includi
< of the Company)
Profit Participation shall be in the form of prafit partic
e “Producer’s Stare of eeds” (as defined in Exhibit C). For purposes of clarification, Managers
may be accorded Profit Parcipation in the Producer’ Share of
ment, produ

@ Oualified Tncome 1 the event any Member, in such capacity, unexpectedly receives
any adjusiments, allocations or distiibutions described in 1704-1BN2ANDM) (regardi
derletion deductions) of the Code and applicable Treasury R HEH2NANS)

llacation T
) interest ule
(2NINANS) ertain distributions, o
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Am aw as & Manager

Jarification. such vote may include the voe of the
at pr
s respoctive services agreem

or compensation pi L therein, in accor wiih the tems Uiereof)

the withdrawing Manzger shall not rewin any Percentage Interest as sel forth o

Percentage Interest ared with a Ca

Members may, by cat of the Maj

of the Company.

Section 5.11 i c the withdrawal, incapac

permanent disability, er (or principal of the as applicable), a new Manag
s the Majority Interest, however, the withdra
such Manager's heirs or successar) shall retain such Manager's F

IS

tiom 6. i Distributions o ('nmymm Gross Revenue shall be sct forth in Exhibit
€. All amouns withheld pus state or local fax law with respect to any
neit or Distribution 1o the shall be Ueated
pursuant to thi

riicipation. Tn accordanc e the Managers shall have the
i luding,

pa
“Profit Participation™) and such Profit Participation shall be in the form of pro
the “Producer’s Share of Net Proceeds” (as defined in Fxhibir
wonded Profit Paticip the Produccr’s Share of N 0 the scivice
r agreement, writer agreement, etc.)

any adjustmens, all
depletion deductions) o the Code and sppliceble Trensaty
allocations under Tre "
or certain in-kind distributions), o 1
XN (rgarding comain ons, o the cxtent they exceed comsin expected
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permanent disability, or death of @ N
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Distributions of Company G a ribit
All smounts withheld pursuant to the Code or any provisiens of with respect to any
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mpany may, but shall not hxv set up 2 co

Company Gross Revenue, al the w sole discretion

¢ Man:
includin
n vh!\rurmne' orher Managers of profit participa
) and such Profit Pati wion only f
Shte of Net Procceds” (s defined in Exkibit
¥ be accorded Profit Participation in the Produe el Proceds pursuant fo e

agresment of u respective Manager (e.2. @ direstor agreement, producer sgreement, writer ugresment,
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PUTSHANT 10 715 Section 0. 4(a) shall n Mo account 1n it 1 computn pursuant 10 s > upsEquEn AllocaUons
pursuant o this Article VI, so that the net amount of any it ed and the of Pro 10 this Article VI net amount of any ite : of Profits pursuant A E it of any items so allocated and the
ofi i 1L 10 the extent

or other items allocated 0 each Member pursuant o this Article V1 shall, to the extent Prafits or other ilems allocated fo
ueh Member

possible, be equal to the net amount that would have heen allacared to each such Member p been al t o o
pursuant to this Ar such unexpected adjustments, allocations o distributions had ! fjusements, allocations butions had

allcations o disuibetions bad

ections 704(G) Allocutions. Tn accordance wi tich of the Code and the ap Code and the applicable

Treasur ons issued thereundes .’ ed thereunder, in . loss " ect to any

propeny eontributed (o the capital of th y [ pmp:rw contributed o the capital o be allocared

among the Memhers so as o fake mong the M fjusted basis of suc

propery 1o the €% property 1o th

event the book f any C p is adjusted pursuant 1o 1 1 3 mpany
deduction with respect 1o sach asset shal tiaas of ’ d deduction with respect o &

o
een |h= adjusted basis ¢ 0 the adjs —u besis of such asset for federal inco

andils Fair market value in the same manner 2 under Section 704(c) of the Code and
ons. therennder ctions o other decisions Telating 1o s

thereundsr. Any elections or oiher decisic
the Majori st in any manner that reasonably reflects th

siles iy the. Msjoxtty Lidesest, iy intiiée tint reasomnbly relléicls G ations shall be made
purpose of this Agreement. Allocations made pursuant to this Section 6.3(b) are solely for
g Pumoses of fede and lncal taxes and shall

npuling, any Member's Capi i + items, or nt in computin s Capital A

Lsibutions pursuant o any prov Distibuti

Allocations made pursuant (o his §

cement. Allocations
local tanes mH not .‘]:.l o in ay

etal. state, and local taxes

shall make such other special allocations as are required in order to comply with ) The Members shall make such other special allocatic vired in order to comply with

& Member's v mandatory prov wlu.;h\r T o reflect a Member's
d \mmlml i ey Lo
ny, t0 ]- 1y any

I'he Members shall meke such other special allocati e required in order o
amy mandatory provision of the applicable Treasury m.m..w. o 1o reflect a Member's
Tieonomic Interest in the Company determinedt h Mer E st
receive Distributions from the Company and such \L'mh any, to pay any receive Distributions fiom e C
enses of liabilities

any man vis c e Treasury Rewulations

expenses or liabilities

The Members are aware o ome tax consequences of the allocations e by this The Members ¢ of the income fax consequenc s of the allocations made by this
Article VL and h nd by the provisions of this A 3 heir Article V bound by the provisions of thi ¢
a ne tax p s a  income an  purpose:

shise of Company invomne sad loss for icome x purpe

ons of this Article VI in reporting

Section 6.4. All

Section 6.4. Allocarion of Tax Jiems. Except as otherwise required by applicable law, every frem of
gain. deduc

income, gein, deducti
Intere

ss shall be allocated amo
Interes!
spitastions. The Company inter
Cade and all applicable Tre
requirements, and intends th s of this pi onsistently with that intent
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part ar suer

v rnip Interest in

o herein In entering into this Agreement, the

acknowl restrietion, which is intended 1o further the purpos
Company herween or among the Membars. Norwithstandine

Membe e r estate

planning purposcs shall not be subject to the restrictio

rth required by law

Section Member transfer all or any part of such
Member’s Membership Interest or Econemic Inierst in the Company shall only have the righ fo transf

wbership Inter

mpliance
wih the provi Sections 7.2 or aay wlbet pre

na force or effect

ck Lo the Company aL a price equal to 100% of the

or's intere: < made to such Member)

il This t. Any transfer not in complian
ovisi ement shiall be null and void and bave

Section T4, No Kefease of Liabifiiy. Any Member or departing Member whose interest in the

Company is sold pursuznt 1o Artiele VI is nat e
Company, if any

Secti
Followin

eved thereby of any liahility such Member may owe the

DS, AND |

in at its principal place

rrent list of the full name and last s esidence address of aach Member
wer with the Capital Contribution, Capital Account, and Pereentage Intercst of cac

Member,

py of the Aricles ard zll amendments thereto.

of atiomey pur X

with executed copies of any
he Article W iod

Copies of the Company's faderal, siate, and local in on remms and

recent taxable yea

ther with executed copics of as
smendments hereto were

art or suen vemoer € IBtCrCSt Of MemCrship IACresi in.
s provided herein. In entering imo this Agreement, each of the Members
s of this restriclion. which is intended to Further the purposes of
Company and the relationships be Members Notwithstanding the forcgaing, trans
embership lnterests (o a tust solely for
Torth herein

purposes shall not be subject o the restrictions

transfer all or any part of such

mpany shall only have the right to iransF
K equal 10 100% of the
or's interest (less any Distril
Section 7.3, Jran Any transfer not in compliance
reement shall be null and void and have

7.4, Vo Release of Liahiliy  Any Member or departing Member whose interest in the
Company is sold pursuant to Article VILis not reli y of any liability such Member may owe the:
Compeny, if any

R VIII: BOOKS. RECORDS, AND R ING
{ Records The Company shall maintsin atits principal plsce of busine
urrent lise of the full name and Last known bu
wgether with the Capital Cont L Capital Account, and Percent
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A copy of the Aricles and all ancndine tog exeeuted copics of any
F pursuant to which the Aricies or any amendments thereto were
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1
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1.1 Books o £
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Provided there is no th
ing in summary th

pericdic st
fr inting

of the Company shall be maintained in

Lax purposes.

d in a timely mamner all
hall b at

ris and documents requirt
U is required by the Menbers for the

annwally all information
preparation af their federal and stte tax retuns. The Company shall send 10 each Member within
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( of the

@) Al information

)

ats. For purpo ¥
crs shall have the right 10 inspect and copy
hours, (if} upon reasonable reg
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-
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al and state income tax or information returns: and
i

Member's individu
4 pany’s federal, state, and lncal in the

1 Rights Tor purpuses reasonably refated o their Membership Ini
shall have the right to inspect and copy the books and records of the Com
s hours. {ii) upon reasonal (iii) at ch Member's

¢ request E P
) months. The Company shall provide Members with copies of

1
and documents 1o which Memers are entitled under the 1.

rs shall mzintain all of the funds of the Company in a

Section 8.6. Bank Accounss. The Man
all determine in

e of the Company, al a ¢ "
r ment. The Managers shall not permit the funds of the
-
of indebledness to e Comp
them in the Company sccounts. The Managers will esisblish # pe
h

. acting alone, may sign checks, drafts, or of

ilory institution, as the M

y moncy to a third party

Section 8.7,

defined in Code

ons of the Company's aifuirs
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ction .1, Dissolur
ollowing events

(8) By the written approval of the Mejority Inter

(b) The sale ot other disposition of su

() Entry of a deeree of judicial dissolution under the LLC Act

(@) Rar

uped and there is

The bankruptey, death, insanity, retirement, resignation, withdrawal or exp
clution of the Company or caus

shall not result in the

shall cease
s. The dissolved €

order 1o collect and

dividin,

Company G
the same priorities
shall be applied in the

(@) Tathe payment of creditor
C nd the ex

P
1 and defending

3, in the order of priority a5 pro

any of the

the Comps

ostantielly all of Company’s assels;

Net Proseeds directly
01 of any Member or

uption in the

As soon as possible afler the
all file a Cerlificate of

its prope

Memburs shill continue Lo divid
-up period in the same manner and

ded by law, except to the Members
idation;

18
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The Company shall be dissolved upon the e of any

By the written approval uf the Mzjority Interest (o dissolve the Company

(b) The sale or other dispasition of substantially all of Company's

(¢) Entry of a decree of judicial dissolution under the LLC Act,

Banknpt

butor that pa oceeds direetly

tion, withdrawal or expulsion of any Member or

The bankrupicy, death, insanity, retire:
y or cause extended interruption in the

of a Manager shall not result in

uct of its business.

Section 9.2
occurrence of any
Dissulution snd/or form 5 preseribu

on the filing of the < of Dissolution and

' or against it in
nd collectin;

i The Members shall
the winding-up period in the same man

V1 he ds from the liquidation of

iy T, ex0ept 16 the Mennber
s of liguidation;

Operal

ssuluieon.

By the written approval of the Mjority

The hanknuptey. des
nager shall not r

conduct of its business.

may he n

the TL.C A

div
ompeny Gross
nue and Available
the same priorities s provided for in Artid
properry shall be applicd in the following order:

) o the payment ol

i uecount of their

The Company shall be dissolved upon

creditors, in the order of privsily as provided by law, ex

the oceurrense of any of th

nrerest 1o dissolve the

putr that pa:

withdrawal or expulsion of any Member or

mpan nded interruption in the

lation.  As seen ns pessible afic
e, the Company shall file 2 Certifi

the of Stale.

ry n s business,
mpany enntinies 1o

d def

ontinye 10 div
the winding-up period in the same mancr a
T hereof. The proceeds from the liquidation of

ept 1o the Membe

Contributions and the expenses of liquidati

Agrecic
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the Mambers n a WIth The posimve balances in merr U ns. arter

adjustments for all Distributions. Where the Distibution pu Section 9.4(

consists both of cash (or cash

shall first be distributed, in o descending order. to fully sais
9.4(a) b rdance with

lents) and non-cash

stributed, in
prcferred

After detcrmining that all known debis and li of the Compny in
inding up have been paid ¢ including, without limi s an
o Members who are sreditors of the Cornpaay,the remaiuing assets shall be distibuted amo
the Members in sccordance with their Positive Capital Account balances, after tzking ino
it and loss allocai de pursuant fo Arficle VI, Members shall not be
¢ Capital Account Balances

n 9.6, Members' Receir
the Members are enitled
smpany and are not entitied 1o re
ndivie

o e Prcture. Notwithstanding the terms of Section 9 4, it is understor
that upon dissolution of the Company, ifall the rights in the Picture and its underlying propor
xtcal owned by (he Company) hive not been disposed of by the Company prier 10 such dissolulio
pyright rights ¥ therato of the Company in and 1o the Picrure and
15 underying property (1o the d by the Company) shall be prompily transferred to the
Man a nated entity, unle s specified in this Agrcement or any othe
e Ficure and e M st ety sl essame
bursement of Profit

Opera
S R 1 ¢

g

It
adjustments f here the Distibution pursuant to this Section 9 4(c)

Gansists b ash equivalents) o b the «

Distribution e to ed om the fiir market
by the liquidato

ndebtcdn

descendin

After detennining that all known de

aid or provided for. including. without limitation, debts and libiliti

i the Company in the p 3 cb o i

Ce Wil 1€ POSILVE DAlances I el Lapial A
Where the Distribution pursuant to this Section
h

aner (©) 10 e Mempers n a
adjustments for all Distri
sh (or cash equivalents) th o cash (or and non-sash ¢
hiall frst b distibuted, in 2 descending order, to fully satisfy ¢
Section 9.4(a) ahove and th Exhibit C Tn the
" value thereof
otes or other or, and the shortest maturity portion of such nonecash assc
d.ina del et uch nom-<ash ases are kel dviibe,be disibuid,in a
descending order, to fully satisfy each category above, starting with the most preferred

1y in the
n, debrs

are creditars of the ompany the remaining assets shall )‘r‘lhmhu: d among

it

i

Article VL Memb:

equired (o restore Negative Capital Account Balances

Section "Cm"ﬂﬁﬂ\ Tp and Dissoiution. 1f the Company is dissolved.
f all

13 shall wind up

e Company's asels and ihs provision o

nt of d
Company, the rights and

wept as oth
their
ecover their Positive Capital Accou
Snuivihoal Miibery, cept as provided in Article V1

Section 9. sposilion of the
agreed that upon dissolution of the
any) have not been disposed
yright rights encillary th
hall be p
Managers o Managers” de erwise specified in this
it in connectian with the Picrure and the Managers or Mana
(ineluding repayment obligations 10 the
o third pariies. unl
with the Picture In furtherance thereof, the Managers shall prompily execure
assignments and other documents to cffecruate said transfer.

e Company in and Picture and

period of the winding up of the affirs of the Company, the rights and obligai
s shell continy

othenwise provided in thi
I their Capital Account by
apital Aceount halance or share

e Picture. Nolwithsianding Lhe texms of Seclion 94, il is und
reed that up o of the € the i it in the Picture and its underlying propert
owned by a o by the Company prior to such dissolution,
oI the Company in and 1o the Piewre and
tent owned by the Company) shell be prompil
rs' designaed entity, unless otherwise specified in this Agreement or
jon with the Picturs and the Managers or Managers” designatod shall a
tesponsibility and obli ) repayment obligations Lo e Members an Profit
Purticipations to third parties. unless there is 8 CAMA o distributor that pays such directly) in connecti
with the Picture. In furth ers shall promptly
and other d stoc fer

mply transferred to the
Agreement o any othe

essary and proper
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@

Ihe Company shall indemnify 2nd hold hamless eac and each of their
respestive. oificers, directors, shareholders, pariners, mem encficiarics
employess, agents, heirs, assigns, successors-in-interest and Affiliatcs, (collectively
) from and against any and all Losses, dam: libilities and
costs and rensonable smomeys' fees), judgments, fines
reasonably incurred by any s
dispositian of any action, suit or other pi
stialive or investigalive and whelber threatened, pendin
such Indemnified Person may be inv

performed by the Ind,
the act or the omission or failure was
1 the Indemnified Person by
aduct, g ol I ird of duty, acts whicl
fied Person derived an improper
personal benelil, or (ii) 4 cousl of compelent jurisdiction determines upon application Uhal, in
nces, the Indemnified Per asonably entitled
the Company for such liabilitics as
Company’s indemnitication obligations her
eedin
usht b
apply in a 8
Indemnified Person against the

hamless the Company, the
Mansgers, the Managers' and Company's Alliliae M, olficers, sssigs
and each other Memher, their officers, assigns, ete. from any and all Habilities resulting
such Member of any of the warrantie entations contained in
meat made by such Member: (ii) the un
fions contained herein, and (iil) any claims ar
Member has contracted with in connection with such warranfies and
rej er a d ry vha b hed such warranti
or repr
such Member's right

INDEM

and hold harmless each of the Members,

d each of thei pany shall indemnify and h Members, and

trustces, beneficiaric respeclive officers, direc lers, pariners, members, sl
t and Affiliates, (collectively s, agents. heirs, assigns, successors-in-ini and  Affiliates,

y and all losses, damages, |

lities and expy : sans™) from and against any and all losses, damages, liabilitiey

judgments, fines, sctlements and other fies), jud

ncurred by any such Indemnified Person in

vely “Lisbilities”) reasonably incurre

it or olher proceeding. whe c defen of

which any such Indemnified P

actif (i) the performance of

riminal, adiinistrat and
(collsctively a "L o it whish any such Indemnificd P

which an may be Ureatened, with respect (0

performed by the Indemnified Person or any omission or failure fo act if (1) the performance

lurc was donc in good faith and within the scape of the authority the act or the om or failure od faith and within the scope of the autherity

the LLC Act, & for act

ndemmificaticn from the Company for such liabilities as such court m:
mnification obligations hereunder shall a

For purposes of clar
it by the

Company

Member shall and does hereby agree to indemnify and save harml
Managers, the Manages ompany’s Affliates, counsel a i

b by such M

Agreement made by such Member 0 of the
warions comained i 0 e from any th

e

Member has contacted with clicn the Picture. If
ntations eid

or representations, shall, ar the election of he Majoriry Interest

such Member's rights or intercsts in the Company

conferred upon the Indemnified Person by this Agreement or by the LLC Act, ex
vhich coistitute & of willful eross negligence o reckless disregard of dury
materia m which such Indemnific

tion thar, in 0 spplication that, in

son iy fairly and reasonably entitled o

oably entitled (o =
deem p T'he v h liabilifies as such court may deem proper. The

Company’s indemnifi hall apply not only with respect to any
Preceedin
clarifiearion, the indemnification abligatie
inst the Tndemnified Person or the

 hrmless the Company, the

sultans, officers, assians,

y and all lisbilities resulting

from (i) a breach by such Member of sny of the werranties and representaticns contained in

by such Member: (i) the untruth of any of the warranties and

d party that such d hercin: and (il any claims arising from any third party that s

and Meinber itracted b the Picture 1T s @ iies and
d such warranti representations either are breached or are rot true, the Mern
ection of the Majority Lnt
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provided, no

disposition

ywever, Thar, it tne L1 requires, e payment of such

Pr b Iy upon receipt by the Cc

behalf’of the Indemnified Person, I it shall ultimate

such Indemn

nified Personis not e n 10.1(a) or orherwise.
The Company may,
s (0 indemnilfication and Lo advancenn
ompany to the fullest extent of Sections 10.1(a) and

Section 10.4. Other | ‘ hat the w shall maintain all customary

nsurance rel

Secti
10 THE ¢
MEMBLR,
COMPANY
SIGNING
MEMBER |

(a)

atin aduction of the Pi only, if necessary

o AL Represerit AS A MATERIAL INDUCEMENT
OMPANY 10 SELL THE Mk»\lBH(wH[\' INIEREST 1O Tt IN-MANAGING
LACH NON-MANAGING MEMBER l\LPFJ_ LNTS AND WARRANTS TO THD

NI) THE. OTHFR MEMBERS AS F( AND ACKNOWLEDGES THAT BY
IHIS AGREEMENT OR A SU RH-‘IILM\ AGREEMENT. THE NON-MANAGING
AS READ AND UNDERSTANDS THE FOLLOWIN

I ar Pury MEMBER 1S ACQUIRING THE
MEMBERSHIP INTEREST FOR THE NON-MANAGING MEMBER'S OWN ACCOUNT
NOT AS AN AGENT OR NOMINEE, AND NOT WITII A VIEW TO, OR FOR SALE IN
ECTION WITH, ANY DISPOSITION THEREOF TN VIOLATION OF APPLICABLE
ITIES LAWS. THE NON-MANAGING MEMBER FURTHER REPRESEN 1S THAL

THE NON-MANAGING MEMBER DUES NOT HAVE ANY PRESENT CONTRACT,
lT\I’lTRT\K[" G, UNDPRSTANDING OR ARRANGEMENT WITH ANY PERSON TO
T 0 NS OR ANY THIRD

TP INTEREST

ains.  THE NON-MANAGING MEMBER

REPRESENTS AND WARRANTS THAT SUCH NON-MANAGING MEMRER IS FITHER
(I) AN “ACCREDITED INVESTOR® DEFINED IN RULE 501 UNDER THE
SECURITIES ACT MENDED (THE ACT?), OR (1) A
21

ement

1dca, however, That, 1t Te LLU A
ition of a Proceedin

chalf of the Tnds -
I

nificd P cntitled

muificatior a E e Company may, 0 the extent
ghts to indemnificarion
any Officer, employee, or agent of the Company

4. Other
o the g

of the Company.
d an

Section 111, Represen AS AMATERIAL INDUCEMENT

TO THE COMPANY TO SELL THE MEMB © NON-MANAGING

MEMBER, FACH NON-MANAGING MFMRFR RFPRESENTS AND WARRANTS TO THE

2 : WLEDGES THAT BY

SIGNING THIS AGREEMENT OR A SUBSCRIPTION IHE NON-MANAGING
MEMBER HAS READ AND UNDERSTANDS THE FOLLOW

(a) Livestmens Pury THE NON-MA| ~\ulN 3 S ACQU mL
MEMBERSILP INTEREST FOR TLE N B )

OT AS AN AGENT OR NOM] n NUT‘ \ﬂrH AVIEW TO, OR FOR SATE I\‘

NNECTION WITH, ANY DISPOSITION THEREOF IN VIOLATION OF APPLICARLE

ECURITIES LAWS. TANAGING MEMBER FURTHER REPRESENTS THAT

THIZ NOK-MANAGING MIMBIR DOES NOT [IAVEE ANV PRISENT CONTRACT

NDERSTANDING OR ARRANGEMENT WITH ANY PERSON T(

OR ANY THIRD

THE NON-MANAGING MEMB

(ON MANAGING MEMBER IS EITHER
AS DEFINED IN RULIL S01 UNDER I
AMENDED (THE “1933 ACT"),

DIOVIUED, DOweYer, WAL, 1l UE LLU Al 50 requir
disposition of a Proceeding shall be made only u
behalf of the Ty

h Indemni

lsuramce. |

insurance reluting o the production of the

ompeny, Any in

0 agvance ol we 1na
an undertaking. by or on

that the Company shall maintain all cusiomary
production only, if nec

isfied

solel of the assets mpany, No Member shall be subject 1o personal liability or required to

fund or 10 cause 10 be funded a:

reason of these indemnification pro

MEMBERSHTP INTEREST TO

MEMBER

[ N(
JmTR xmv ™ rr‘k-l“sT rul- TIF N
AN AGEN

™
REPRESENTS AND W

MEMBER T8 ACQUIRIN
NAGING MIMRIR'S OWN ACCOTINT,
WITH A VIEW FOR SALE TN

MANAGING MEMB!

THE NON-MANAGING MEMBER DOES NOT HAI s
NDERSTANDING OR ARRANGEMENI WITH ANY PERSON TO
NT PARTICIPATIONS TO SUCH PERSONS OR ANY THIRD

ired or Sophisticated Investor

RSIITP INTIRT:

Staiws.  THE NON-MANAGING

FSENTS AND WARRANTS THAT SLUCH NON-MANAGING MIMBIR

SECURITIES ACT OF

DEFINED 1 JLE 501 UNDER
MENDED (THE “1933 AC17), OKR (1) £
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Relian Faeniy THE NON-MANAGING MEMBER 8

MEMBERSHIP INTERESTS ARE BEING OFFERED AND SOLD TO THE NON
MANA MEMBER IN RELIANCE ON FIC EXEMPTIONS FROM THE
REGISTRATION REQUIREMENTS OF FEDERAL AND STATE SECURITIES LAWS
AND THAT THE COMPANY IS RELYING IN PART THE TRUTH AND
ACCURACY OF, AND TIL NON-MANAGING MEMBLR'S COMPLIANCL WITLL T11L
REPRESENTATIONS, WARRANTIES, AGREEMENTS, ACKNOWLEDGEMENTS AND
UNDERSTANDINGS OF THE NON-MANAGING MEMBER S| TH HEREIN IN
ORDER TO DEIERMINE THE AVAILABILITY OF THE EXEMPIIONS AND THE
FLIGIRILITY OF THE NON-MANAGING MEMBER TO ACQUIRE. THE. MEMBERSHTP

THE NON-MANAGING MEMBER AND THE NON-MANAGING

ORS, IF ANY, HAVE BEEN FURNISHED WITH ALL MAIERIALS

RELATING TQ THE BUSINESS, FINANCES AND OPERATIONS OF THE COMPANY

AND MATFRIALS RELATING TO THE MFEMRERSHIP INTEREST THAT HAVE BEEN

REQUESTED BY THE NON-MANAGING MEMBER AND THAI ARE REQUIRED

ACT. THE NON-MANAGING MEMBER AND THE NON.

ADVISORS, IF ANY. ITAVE RITN AFFORDED TIF

< QUESTIONS OF AND TO RECEIVE ANSWERS FROM THE

ANY'S AUTHORIZED REPRESENTAIIVES CONCERNING THE COMPANY,

TILE PICTURE. N ND mL NON-

MANAGING MEMBFER HAS REFN D TO AC ALL

INFORMAIION WHICH THE NON-MA ABER u-\\ I‘HMI“HU IN

ORDER TO EVALUATE THE MERITS AND RISKS OF THE PURCHASE OF THE

MTMBERSITIP INTERTST. THT NON-MANAGING MTEMBER T1AS SOUGHT SUCH

LEGAL AND TAX ADVICE AS THE NON-MANAGING MEMBER H. IDERED

NECESSARY TO MAKE AN INFORMED INVESTMENT DECISION WITH RESPECT TO

TIHE NON-MANAGING MEMDER'S PURCIHASE OF TIIE MEMBERSIIP INTEREST,

AND TN DETERMINING TO PURCHASE A MEMBERSHIP INTEREST HERFUNDER
THE NON-MANAGING MEMBER 1S NOT REL N ANY REPRESENTATIONS

THE COMPANY QR ANY OTHER MEMBER. THE NON-MANAGING MEMBER IS AN

OR N SECURITITS OF COMPANITS IN TIIT. DEVELOPMINT STAGE. AND

ND HAS SUCH KNOWLEDGE AND EXPERIENCE IN FINANCIAL

MATTERS THAT THE NON-MANAGING MEMBER 1S CAPABLE OF
EVALUATING THE MERITS AND RISKS OF THE PURCHASE OF THE MEMBERSHTP
INTEREST

REQUIREMENTS OF FEDERAL
: T U T
NON-MANAGING MEMBIR'S COMPLIANCE WITII, TIT
N
UNDERSTANDINGS ur THE NON-MA]

GIBILITY OF THE NON-MANAGING

AND MATERIALS RELATING TO THE MEMBERSHIP INTEREST THAT HAVE BEEN
NON-MANAGING MIMBIR AND

THE mmvw\ § RUSINESS \M: PROSPECTS AND THR NON

\IEM'EE}L\H]P INTEREST. THE NO IN-MANAGING MEMBER HA!
ON-MANAGING MEMBER m~
Y TO MAKE AN INFORMED INVOSTMENT DECIS s

ASE. OF THE MEMRERSHIP INTE
MEMBERSHIP INTEREST HEREUNDER

ND IN DETERMINING TO PURCHASE A
1]

Refiance en Lvempiions, THE NON-MANAGING MEMBER UNDERSTANDS THAT TIIE
M»—‘Il»H\\H\P INTFRESTS ARF BEING OFFERED AND SOLD TO THE NON
NAGING MEMBER IN RELIANCE ON SPECIKIC EXEMPIL FROM THE
n}\ ISTRATION REQUIREMENTS OF FEDERAL AND STATE SECURITIES LAWS
TITAT TITT PANY 1S REINTNG IN PART DPON T TRUTII AND
ACCURACY OF, AND THE NON-MANAGING MEMBER
WEPRESEN TATTONS, WARRANTIES, AGREEMENLS, ACK
UNDERSTANDINGS QF THE NON-MANAGING
ORDFR TO DETERMINE THE AVAILABILITY OF
IBILITY OF THE NON-MANAGING MEMBER 10 ACQUIRE THE MEMBERSHIF

AING MPMATR AND TR NON-MAN
HAVE BEEN FURNISHED WITH ALL M.
FINANCES AND QPERATIONS OF LHE COM
T11L MUMBLRSILP INTERUST TLLAT 1AV BELN
MEMBER AND THAT ARE REQUIRFD
THE NON-MANAGING MEMBER AND THE NO
DVISORS. IF ANY. HAVE BEEN AFFORDED THE
OPPORTUNITY TO ASK QUFSTIONS O AND TO RECFIVE ANSW rn\ FROM THE
MPANY'S AUTHORIZED REPRESENTATIVES CONCERNIN {PANY,
THE PICTURE, THE COMPANY'S BUSINESS AND PROSPECTS _-\NU THE NON-
MANAGING MIMBIR 11AS BEEN PERMITTED TO [IAVE ACCESS TO ALL
INFORMATION WHICH THE NON-MANAGING MEMBER HAS REQUESTED IN
ORDER TO EVALUAIE w-.m\\ AND RISKS OF THE PURCHASE QF THF
MEMBERSHIP INIEREST. THE NOM M»\‘\ 1\\.. MEMBER HAS SOUGHT SUCH
TEGAL AND TAX ADVICE AS TYIT M NG MEMBER HAS CONSIDERED
NTCTSSARY TO MAKE AN INFORMTD N\.rﬂ‘\ﬂ‘ NT DICTSION WITTT RFSPTCT TO
THE NON-MANAC E RCl THE MEMBERSHIP INTEREST

THE N ANA MBER IS NOT RELYING ON ANY REPRI ATIONS OF
THE COMPANY OR ANY OTHER MEMBER. THE NON-MANAGING MEMBER IS
{ THE DEVELOBNENT STAGE
ANAGING MIMRFR'S
SUCH KNO mLEDhE AND EXPERIENCE IN FINANCIAL
THAT THE NON-MANAGING MEMBE
UATING THT MIRITS AND RISKS OF THE PURCIIAST OF T
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KECOMMENDATION OR ENDURSEVEN T OF THE MEVBEKSHIF INTERES 1 OK THE FATKNENS KEUUMMESUALUN UK ENDUKSEMEN L UE THE MEMBEKSHIF LN IEKES | UK 1HE FAIKNESD KLUCUMMENDALIUN UK LNDUKSLMUN L UF 111 MEMBLIGMUEF INILELSE UK 1L FAIKNLD
OR SUITABILITY OF THE INVESTMENT IN THE. MEMBERSHIP INTEREST, NOR HAVE SU R SUITABILITY OF THE INVESTMENT IN THE MEMBERSHIP INTEREST, NOR HAVE SUCH OR SUITABILITY OF THE INVESTMENT IN TIHE MEMBERSI P INTEREST, NOR HAVE \l“ u
UTHORITIES PASSED UPON OR ENDORSED THE MERITS OF THE OFFERING OF THE AUTHORITIES PASSED LPON OR FNDORSED THE MERITS OF THE OFFFRING OF TIE AUTHORITIES PASSED LPON OR ENDORSED THE MERITS OF THE OFFERING OF
MEMBERSHTP INTEREST MEMBERSHIP INTEREST. MEMBERSHIP INTEREST
11 msfer or THE D L UNDERSTANDS Section 11.3. Jiumgjer o THE NON-MANAGING MEMBER U Tra . TITE NON-MANAG R UNDERSTANDS TITAT
THE MEMBERSHIP INTEREST HAS NOT BEEN A {ING REGISTERED (@) THE MEMBERSHIP INTEREST HAS NOT BEEN AND IS NOT B STERED 3 N REGIS | ERED
UNDER THE 1933 ACT OR ANY STATE SECURITIES LAWS, AND MAY NOT BE UNDER THE 1933 ACT OR ANY STATE SECURITIES LAWS, AND MAY NOT BE UNDER THE 1933 AC D MAY NOT BE
OFFERED FOR ASSIGNED OR TRANSFERRED UNLESS OFFERED FOR SALE, SOLD, ASSIGNED OR TRANSFERRED UNLESS OFFFRED FOR
SUBSEQUENTLY REGISTERED THEREUNDFR, OR TN RELTANCE ON AN SUBSEQUENTLY REGISTE THEREUNDER, OR IN RELIANCE ON AN u EREUNDER, O JANCE ON AN
AVATT AR T EXTMPTION FROM REGISTR ATION: ANT) ILABLE EXEMPTION FRO 0

ITHER THE COMPANY NOR ANY OTHER PERSON 1S UNDER 0 ON TTHER THE COMPANY NOR / DTHER PERSON 15 UNDER ANY N B COMPANY NO ; X IS UNDER ANY OBLIGATION
TO REGISTER MEMBERSHIP INTERESTS UNDER THE 1933 AC ¥ ST/ TO REGISTER MEMBERSHIP INTERESTS UNDER THE 1933 ACT OR ANY S CIRSHIP INLERESTS UNDER THE 1933 ACI OR ANY SIAIE
SECURITIES LAWS OR TO COMPLY WITH THE TERMS AND CONDITIONS OF ANY R TO COMPLY WITH THE TERMS AND CONDITION s WS OR 1O COMPLY WITLL THL TURMS AND CONDITIONS OF ANY
EXEMPIION THEREUNDER. LXEMPTION THEREUNDER

T MIVRIRSITIP INTIRTST MAY NITD TO BFE TTFLD INDE FLY, AND TIIR ) THE MEMBERSHIP INTEREST MAY NEED TO BE HELD INDEFINITELY. AND THE ¢) THE MEMBERSHIP INTEREST MAY NEED TO BE HELD INDEFINITELY. AND THE
NON-MANAGING MEMBER MUST CONTINUE TO BEAR THE ECONOMIC RISK OF NON-MANAGING MEMBER MUST CONTINUE TO BEAR THE ECONOM K NON-MANAGING MEMBER MUST CONTINUF. TO BEAR THE ECONOMIC RISK OF
THE INVESTMENT IN THE MEMBERSHIP INTEREST UNLESS THE MEMBERSHIP THE INVESTMENT IN THE MEMBERSHIP INTEREST TNLES 2 S iE JERSHIP INTEREST UNLESS THE MEMBERSHIP

INILRESTS ARL :UU)LUUL\ILx REGISTORED UNDER TIHE 1933 ACT OR AR INTFRESTS ARF SURSFQUENTLY RFG ™ 3 A NTERESTS ARE QUENTILY R d NDER 33 ACT OR AN
st

GISTRATION 1S AVAILABLE, WHEN AND IF THE EXEMPTION FR( CH REGISTRATION 15 A WHEN AND EXIMPTION FROM SUCHT RIGISTRATION IS AVAILABLE WHEN AND IF THI

‘1.\\ BE ) REGISIRATION IN MEMBERSHIP INTEREST MAY BE DISPOSED OF WITHOUT REGISTRATION MEMBERSHIP INTEREST MAY BE DISPOSED OF WITHOUT REGISTRATION IN

PROMULGA ACT, SUCH RELIANCE ON RULE TED_UNDER 933 ACT, RELIANCE © JER THE 1933 ACT. SUCH

P N CAN DT, MADF ONTY N LIMITD A S TN ACCORDANCT. DISPOSITIO MADE O NCE DISPOSITION CAN BE MADE ONLY IN LIMIIED AMOUNIS 1N ACCORDANCE
WITH THE TERMS AND CONDITIONS OF SU 2 SRV WITH THE TERMS AND COND ULE, A g WITH THE TRRMS «.*.mnmmo‘qx OF SUCH RULE, AND THE MANAGING
~.\msua MUST DELIVER AN OPINION OF COUNSEL TO THE rnw«m MEMBER MUST DELIVER AN OPINION OF ¢ > Tl MPA MTMBIR  MUST DEITVT OFINIOY COUNSFI. TO TITE COMPAN

BLY ACCEPTADLE TO THE COMPANY IN FORM, SU ND ASONARIY ACCFPTARIE TO THE COMPANY IN FORM, SURSTANC R ABLY L MPANY IN FORM, SUBSTANCE

\4 OPE TO THE EFFECT THAT THE MEMBERSHIP INTEREST MAY BE \l\l D0 OPE. TO THE EFFECT THAT THE ) s E [AY BE SOLD OR SCOPE 10 THE EFFECT THAT THE MEMBERSHIP INTEREST MAY BE SOLD OR
TRAN 1) UNDER AN EXEMPLION FROM SUCH REGISTRATION, AND IF THE ITRANSFERREL UNDE EXEMITION FROM § U AND It THE S D> MPTION FRO REGISTRATION, AND IF THE
RULE 144 EXEMPTION IS NOT AVAILABLE, PUBLIC SALE WITHOUT RULTT 144 EXEMPTION 1S NOT AVAILABLE, PUBLIC SALE WITHOUT s AVAILABLE, PUBLIC SALE WITHOUT

REGISTRATION WIL1. REQUIRT COMPLIANCE. WITIT AN TXTMPTION UNDFR TIT WILL REQUIRE COMPLIANCE WITH AN EXEMPTION UNDER THE REGISTRATION WILL REQUIRE COMPLIANCE WITH AN EXEMPTION UNDER THE

1933 ACT. ¢ 1933 ACT.

Secti . [ Inves MANAGING MEMBER 1S FULLY AWARE OF Section 114, fisk of invesmont. THE NON-MANAGING MEMRFR 18 FULLY AWARE OF Section 114,
THE INHERE K OF THE N AGING MEMI INVESTMENT IN THE COMPANY. E 3 "MANAGING MEMBER'S INV T IN THE COMPANY. THE INHERENT RISK OF THE A MBER'S INVESTMENT IN THE COMPANY
THE COMPANY’S SOLF PLURP! O INVES ¥ CTION OF THE PICTURF. THIS COMP: U O INVEST IN THE PRODUC TION OF THE PICTURE. THIS THI COMPANY'S SOLE PURPOSTT 1§ TO i y IE PICTURT: TINIS.
INVESTMENT 18 EXTRE K : » NTS IN A > INVESTMENT RIMELY RISKY AS ARIL ALL INV ¥ N TMENT IS EXTREMELY RISKY AS ALL INVESIMENTS IN MOTION PICTURES
R AT THERE IS ABSOLUTELY NO CERTAINTY OR GUARANTY THAT THERE IS ABSOLUTELY NO CERIAINTY OR GUARANTY THAL
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() ANY PROFITS WILL NY CASH WILL BE DISTRIBUTED TQ ANY

MEMBER; OR
() THE PICTURE WILT BE SUCCRSSFUT

T AGING MEMBER ACKNOWLED "H MEMBER HAS READ
AND UNDERSTANDS THE "R} JRS” ATTACHED HERETO AS EXHIBIT D ARD “IAX
¢ DERATIONS” ATTACHED HERETO AS EX

ship: No Adversisement I'HE NON-
SIONS OR OTHER FEES
CONTFMPLATED

ANY

IANAGING MEMBER'S BUSINESS 0
EXPERIENCE OF THE NON-
APTILIATID WITIT AND WIO

- CAPACITY TO PROTEC
THE ACC
NTS RECETVED BY NY PU
315, THE NON-MANAGING MEMEER ACKNOWI EDGES THAT THE OFFER ANT) SALE OF THE
MEME| ST W MPLISHED BY THE PUBLICATION OF

() ADISTRIBUTION ARRANGEMENT CAN BE FINALIZED FOR THE PICTURE;

E EVENT WILL NOT OC WHICH COULD PREVENT
COMPLETION OF THE PICTURE USE THE COST OF COMPLETION OF THE
PICTURE TO EXCEED THE BUDGET,

Y CASH WILL BE DISTRIBUTED TO

THE PICTURE WILL Bl

THE ANAGING MEMBER ACKNOWLEDGES TIIAT SUCH MEMBER HAS
UNDERSTANDS THE “RISK FACTORS™ ATTACHED HERETO AS EXHIBIT D AND “TAX
EXHIBIT E

ot Wperience. NI NORCMANAGING MIBETR. WARRANY
MEMBER HAS SUCH K D F
5S MATTERS AS )\

Ik THE MERITS A? THE NON-MANAGING ~tu\1uu(\m\ull\u_ﬂ

TPANY AND TO M TNFORME] T DECTSION WITH RESPECT

e I'HE NON

CURRED NO LIABILITY FOR COMMISSIONS OR OTHER FEES

NECTION V RANSACTI NTEMPLATED

AN 1 'Y OF, OR PAYABLE

2 PURSUANT TO

SECTION 315, THR I - FXISTING NAL. OR
BUSIN FLATIO I COMPANY AND/OR ANY OF ITS OFFICER

CONTROLL OR BY ° MEMBER'S BUSIN
1AL NAN RIT

O INDIRECTLY

NEARFRSHTP
)MPANY PUR TION
THAT THE OFFER AND SALE OF THE
BY THIE PUBLICATION OF ANY
ADVERTISEMENT.

ADISTRIBUTION ARI MENT CAN BE FINALIZED FOR TIIE PICTURE

A FORCE MAJEURE EVENT WILL NC
COMPLETION R 7 3 COMPLETION OF THE
PICTURT TOTX(

ANY PROFITS WILL BE REALIZED OR ANY CASH WILL BE DISIRIBUTED 10 ANY
MEMBER; OR

[ THE PICTURE WILL BE SUCCESSFUL

TIE VANAGING MTMRER ACKNOWLIDGES THAT SUCTT MIMBFR T1AS R
AND UNDERSTANDS THE “RISK FACTORS™ ATTACHED HERETO AS EXHIRIT D AND “TAX
CONSIDERATIONS ALUTACHED HER|

Section 11.5. Knowledge and Fxperience.  THE. NON-MANAGING MFMBER WARRANTS

THAT THE NO! A ; R | WIEDGE ANIY EXPERIENCE IN
X S TO IN-MANAGING MEMBER

ATE. THE. MERITS AND RISKS OF THE NON-MANAGING MEMBER'S INVESTMERT

PANY AND TO MAKE AN INFORMED INVESTMENT DECISION WITH RESPECT

ction 11.6. Frders
G MEMBER HAS
10 ANY FINDER OR BROKER IN

c110
v Y PART THE LIARILITY OF, OR PAYABLE
Y, TIT COMPANY FXCTPT TOR ANY GRANTS RECTIVED BY COMPANY PURSUANT TO
SECTION 313, THE NON-MANAGING MEMBER HAS A TRE [ING PERSONAL OR
BUSINESS RELATIONSHIP WITH THE COMPANY ANDIOR ANY S OFFICERS OR

OR BY THE NON. y

OF THE NOX-
A WHO ARE UNAFFILLATED WITH AND WHO
I COMPENSATED VPAN 'rn OR INDIRECTLY, COULD BE

BLY ASSUMED T I N Gl

RANTS RECEIVED BY COMPANY PURSUANT

MOER ACKNOWI T
MPLISHED BY THE PUBLIC
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OTHER LAWS AFFECTING THE ENFORUEMENT UF UKEDETOK S KIGH 15)

Section 11.8. Jeur Posirion.  THE NON-MANAGING MEMBER AGREES THAT. UNLESS THE

NON-MANAC MEMBER PROVIDES PRIOR WRITTEN N

MPANY, THE

NON-MANAGING MEMBER WILL NOT TAKE A POSITION ON

MEMBER'S FEDERAL INCOME TAX RETURN

ADMINISTRATIVE OR LEGAL PROCLLDINGS, THAT IS INCONSISTENT WITIL ANY
INFORMATION RETURN FILED BY THE COMP: OR WITH THE PROVISIONS OF THIS

AGREEMENT

i MRMBERS SHALL NOT, AT
NY PERSON, FIRM, CORPORAT

ANY TIMF, DISCLOSE OR
TY

1. OR ANY PART OF

T OR ANY CONFIDENTIAL OR PROPRIETARY INFORMATION OR TRADE

LIVELY REFERRED 10 ONFIDENTIAL
COMPANY, TS AFFILIATES, SUBSIDIARIES, OWNERS ( FICERS.
OR AGENTS OBTAINED OR LEARNED RY

INFORMATION") OF THE
DIRECTORS, EMPLOVEES

RS, ANY CAPIIAL
E OTHER THAN TO

AS RTQUIRFD BY 1AW MPMRBIRS

IDENTIAL

LE, SPECIAL, AND L

X1 MISC

Secion (2.1, Tiach Member
all deemed appropriate by the \
Majoriy Tnterest, and the Company or required by this Ay

FORMATION OF THE
LONGS SOLELY 10,

formation and operation of the Company and the scquisition, holding, or operation of any pr

Company
Section .

constinite the
with r

ntent or subject matter of it provisions.

altached her
s and the Campany

UIHEK LAWS AFFECLING THE ENFUKUEMEN 1 UF CKEDITUK S KIGHLD),

tiom. TIE NON-MANAGING MIMRER AGRIES THAT, UNLESS THE
MEMBER PROVIDES PRIOR WRITTEN NOTICE TO THE COMPANY, THE
NON-MANAGING N v AKE C ON THE NON-MANAGING
EMBER'S FEDERAL INC : v D. IN ANY
ADMINISTRATIVE. OR LTGAL PROC e A NSISTENT WITIT ANY
INFORMATION RETURN FILED BY THE COMPAN
AGREEMENT

FLY REFERRED T0

ITS AFFILIATES, SURS 3 ER
OR AGENTS OBTAINED OF LEARNED BY MEMBER:
INFORMATION ABOUT 1112 COMPANY, ITS INVESTORS, OTHIER MEMBIRS, ANY CAPITAL
CONTRIBUTIONS, OR A FORMATION REGARDING THE PICTURE OTHER THAN TO
MEMBERS N S OR QUIRED BY LAW. MEMBERS
RECOGNIZE AND ACKNOWLEDGL THAI DENTIAL INFORMATION OF THE
COMPANY 1S A VALUABLE, SPECTAL, AND UNIQUE ASSET OF, AND BELONGS SOLELY TO,
THE COMPANY

Section 12,1, Assira " nd perform
all acts deemed app this Agreement, the
or required by this Ag f Ac i

n of the Company and th

e5 nnd the xibits amached hereto
and the Compas
e all prior written or oral smiemens.
g any prior statements. warra

d herein and therein
among the Managers, Members and the Company

np
with respect to the matiers

Section 12.3. Secrion Heaelngs.  The seetion headings, which sppear throughout this Agreement,
rovided for convenience only and are not intended to define or limit the scope of this Agreement or the
intent or subject matter of its provisions.

ULLLK LAV S AUTLULING 11 LN

Section 118, T Pasiton. 3 NG MEMBFR AGREES THAT. UNIESS THE
NON-MANAGING MEMBER PROV R NOTICE TO THE IPANY, THE
NON-MANAGING MEMBER WILL NOT TAKE A POSITION ON THE NON-MANAGING
MIMDER'S T AL TNCOME TAX RETI ON ANY i FOR RTFUND, OR TN ANY
ADMINISTRATIVE OR LEGAL PROCEEDI THAT IS INCONSISTENT WITH ANY
INFORMALION RETU L BY THE CC R WIIH THE PROVISIONS OF IHIS
AGREEMENT.

Sect MEMEERS SHALL NOT, AT ANY TIME, DISCLOSE OK

SUBMIT 'I'n AN l\‘ PkR 0! 1 ATION OR OTHER ENTITY ALL OR ANY PART

TITIS AC AR ANY CONFIDTNTIAL OR PROPRIFTARY INFORMATION OR TRADT

SECRETS ’ "H‘- ELY ERRED TO A ONFIDENTIAL INFORMATION") OF THE

COMPANY, I1$ AFFILIAIES, SUBSIDIARIES, OWNERS, OFFICERS, DIREC

OR AGLNTS OBTAINLD OR LLARNLD BY MLEMBL)

INFORMATION ABOUT THE C

ONTRIBUTIONS, AND/OR AN 0 URE OTHER THAN

MEMBERS’ AGENTS OR REPRESENTATIVES OR AS REQUIRED BY LAW. MEMB

RECOGNIZE AND ACKNOWLEDGE THAT THE CONFIDENTIAL TNFORMATION OF
LUABLE, SPECIAL, AND UNI ET OF, AND BELON

wic ol documents and certili
ordnnee with Section

Majoriy Trerest, and the Company or e ired by s Agreement o the 1.1.¢

formation and

Company

Segtion 12,2, (o
constitute Uhe complete and ex
ect 10 the matiers dis
Members and the
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Section 12.4. Binding Effect.  Subject to the provisions of this Agreement relating to the
transferability of Membership Interests or Economic Interests, this Agreement is binding upon and shall
inure to the benefit of the parties hereto and their respective heirs, administrators, executors, successors,
and assigns.

Section 12.5. Inferpretation.  All pronouns and common nouns shall be deemed to refer to the
masculine, feminine, genderqueer, non-binary, neuter, singular, and plural, as the context may require. In
the event that any claim is made by any Member or the Company relating to the drafting and interpretation
of this Agreement, no presumption, inference, or burden of proof or persuasion shall be created or implied
solely by virtue of the fact that this Agreement was drafted by or at the behest of a particular Member and/
or by such Member’s counsel.

Section 12.6. Compaiy Counsel. Each Manager acknowledges and agrees that such Manager either
(i) has been represented by legal counsel in connection with the negotiation and drafting of this Agreement,
or (ii) has had the opportunity to be so represented by legal counsel and to seek such advice of legal, tax
and other advisers as such Manager has deemed necessary or advisable. The Company has initially selected
Ramo Law PC (“Company Counsel”) as legal counsel of the Company. Each Manager acknowledges that
Company Counsel does not represent any Manager in the absence of a clear and explicit written agreement
to such effect between the Manager and Company Counsel, and that in the absence of any such agreement,
Company Counsel shall owe no duties directly to a Manager. Consistent with the foregoing, each Manager
hereby acknowledges that Company Counsel currently represents Vanishing Angle, LLC and its respective
affiliated entities and Principal on separate matters, and may continue to do so. Notwithstanding such joint
representation and any actual or potential conflict of interest, by initialing below, each Manager of the
Company hereby consents to Company Counsel’s representation of the Company and Vanishing Angle,
LLC, provided that Company Counsel acknowledges and agrees that at no time will Company Counsel’s
representation be construed, claimed or deemed to be a breach of a fiduciary relationship, a conflict of
interest or a violation of any other obligation to the Company or to Vanishing Angle, LLC. It is further
acknowledged that Company Counsel does not represent the Company (or any of the Managers) in
connection with accounting or other taxation matters.

INITIALS. MES  _ sehulman XY - Uno
7 Z é
M A / - Walker /”/L——-‘v'anishing Angle, LLC

Section 12.7, Applicable Law. Each Member agrees that all disputes arising under or in connection
with this Agreement and any transactions contemplated by this Agreement shall be governed by the internal
law, and not by the law of conflicts, of the State of California. The Agreement shall be governed and
construed in accordance with the laws of the State of California, without regard to any conflicts of laws
principles of the State of California or any other jurisdiction that would call for the application of the law of
any jurisdiction other than the State of California.

Section 12.8. Arbitration. Any dispute arising hereunder shall be resolved solely through binding
arbitration conducted in Los Angeles, California under and pursuant to the commercial arbitration rules of
26
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any arbitration aw
\ere)'v‘ irevocably submits to the jurisdicti
on with any pe

Tixcept as o

eni
by a parly of any obli

imeparable o olherwise so sufficient & {0 give rise o a right ta seek or obtin injunctive

relief, and the parties hereto ckn
shall be limited 1 the right, if any
join the development, financi

i sucn arbirano award snait ne n
waive any and all tights to appeal, or to poftion
ed in a dispute arising out of this Agreem
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arbitration aw
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lion heceunde, the damags caused any ollier party s
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Section 12.10, Any notice or other writing to be served upo:

Members thereof in vonnection wilh this A

et shal 4 U.S, wail with & copy als

electronic mail @nd shall be deemed completed when delivered (o bolh the mailing address specified in

Fxhibit A and 10 said email address above,

Any Member shall have the r
wiitten notice to the Company

dmvench
e in wriling and s

i 10 a Member, and to the resident agent, if to the Comp:

at which notic

his Agreement ¢
thstanding the foregoing, Exhibits

B may be amended 1o reflect current Membe: entage Interest (who are Members in
accordance with the terms of this Agreement) withaut the written consent of all Members

Sect
ns. If, for
law; the inoperability of that provision shal’
shall ue in full and effect

Section 12,13, Comnierparts.  Thi
facsimile, electronic ission and/or by
all of which shall, whe tak

1 have no effect on

Agreement may be executed in counterparts, and sent via
PDF h shall he deemed an

oys nnal
sinding and non-appeal es herehy expres hts to appeal, or to petition
to vacate or modify wied aut of this ent. Fach party
herchy imevocably subinits to the jurisdictian of the seete and foderl courts for the County of Los Angel
in connection with any v petion sation award oblained pursuant 1o this
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menner ar form, (i) reporied o any news publisher, or (ii) disclosed to any third party n
invol arbitration

. Reme o e set forth hercin, the remedies available at law and
ok, e v, The ot sgree e kool
Jigation hereunder, the damage caused any other party shall not be

f, and the partics h
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in the development

electronic mail o e
Exhiibit A and i bl ol

Any Member shall have the right to change lhr mddm“nl whi
writien notice fo the Company and to the other Members

Section 12.11. dmendueins. Any amendments, modifications, or allerations to this Agreement of (o
the Asticles must be in writing and signed by al of the Members. Notwithstanding the foregoing, Exhibits
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th the teems of 1 8 c ten eonsent o

Section 12,12, 3 jision of this Aureement is severable
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1213,
il amd
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COSIS ICUITEA 10 COMMECUON Willl SUCH AIDIUALION. ALY 2WArd Shal De lnal
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any and to the of
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IN WITNESS WHEREOQF, the Managers have executed or caused to be executed this Agreement,
effective as of the Effective Date.

“MANAGERS”

Mia Sch‘{l n{rﬁ'n

Kristen Uno i
P (PN A

By:

Mari Walker

Vanishinfg #igle. LLC
By: Matt Miller
Its: Authorized Signatory
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st possible latitude in (he disiribution o , and the wxercise of Company’s judigment in

sood mm in all matters percaining ther

In no event shall Company incur any liability
it that Company st could have been realized.

Agrecic




MAKING A SUBSUKIFTION 10 THE CUMPANY : SR
0 T OF COMPANY AND TH
AND SUCH SUBSCRIPTION 1S THEREFORE
PERSONS OR ENTITIES WITH THE FIVANCIAL CAPABILITY OF MAKING AND HOLDING
ONC-TERM INVESTMENTS AND WH s
INVESTMENT, THEREFORE, IN ADDITION TO THE MATTERS SET FOKTH ELSEWHERE
MENT, PROSPECTIVE INVESTORS SILOULD CONSIDER TIE FOLLOWING

RI | TANCT. ON MANAGTMENT - EXCTPT AS SET TORTIT IN TIIS AGREFMTNT,
WITH RESP!

\lalll BY THE MANAGERS IN THE MANAGERS'S

MENT OF THE COMPANY, THE MANAG

SISTANCE OF OTHER PROEE
ASPECTS OF THE MANAGERS, THE

ONALS, WILL ADMINISTER ALL BUSINESS

MPANY AND THE PICTURE. ALTHOUGH
RS TIAVE TIF NTCFSSARY
MOTION PICTURE EXPERIENCE TO SUPERVISE THE

NES.
‘H\A‘A‘vILNI OF THE COMPANY, CAN B NO ASSURANCE LHAT THE

INTHE MANAGEMENT OR THE OPERATIONS OF THE MANAG
OR TNE PICTURE. ACCORDIN
AGREEMENT, AN INVESTOR WILL HAVE

R-APPROVED ACTIONS MAY BE APPROVED DESPITE TIE INVE
THE COMPANY HAS NOT MANAGED OR
RTS WILL BE SUCCESSFUL FOR THE PICTURE.

BEEN IN EXISTENCE FOR A

VERY SHORT PERIOD OF TIME, TO ALL THE RISKS INCTDENT TO

AND DEVELOPMENT OF A NEW BUSINESS,

, THE. COMPANY HAS NOT PRODUCED OR DISTRIRUTED A FULT
LENGTH MOTION FICTURE. '] » E
VILL CONTINUE TO ENDEAVOR TO EMPLO

US KISKS KELALING
OF COMPANY AND THE MOVIE
THFREFORE SUITABLE ONLY FOR

PERSONS OR ENTITIES WITH THE FINANCIAL CAPABILITY OF MAKING AND HOLDI
LONG-TERM INVESIMENTS AND WHO HAVE NO NEED FOR LIQUIDITY IN THIS
INVESTMENT. THEREFORE, IN ADDITION TO THE MATTERS SET FORTH ELSEWHERE
IN TIF AGREEMENT, PROSPECTIVE INVESTORS SIOULD CONSIDER TIIE FOLLOWING
FACTORS:

COMPANY-RELATED RISKS

RELIANCE ON MANAGEMENT - EXCEPT AS SET FORTH IN THIS AGREEMENT,

DECISIONS WITII RESPECT TO TIE MANAGEMENT OF THE COMPANY WILL BE

MADE BY THE MANAGERS IN THE MANAGERS’ SOLE DISCRETION. THE SUCCESS

OF THE PICTURE WILL LARGELY DEPEND ON THE QUALITY OF THE

MANAGEMENT OF THE COMPANY. THE MANAGERS, WITH THE ADVICE AND

ASSISTANCE OF OTHIR PROFESSIONALS, WILIL. ADMINIS!

ASPEC FR!

THE MANAGERS BELIEVE THAT

BUSINESS AND MOTION PICTURE EXPERIENCE 10 SUPERVISE

MANAGEMENT OF THE COMPANY, THERE CAN BE NO ASSURANCE THAT THE

MANAGERS WILL PERFORM ADEQUATELY OR THAT THE COMPANY'S
OF INTERESTS WILL RECEIVE
SHALL NOT BE PARTICIPAN

OR THE PICTURE. RDINGLY, EXCEPT AS OTHERWISE SET FORTH IN THIS
AGREEMENT, AN INVESTOR WILL HAVE NO RIGHT TO VOTE ON, OR TO VETO
ACTIONS OF THE MANAGERS, WILL LAVE NO CREATIVE CONTROL, AND
MANAGFR-APPROVED ACTIONS MAY BF. APPROVED DESPITE THE INVESTOR'S
DISSENT FROM SUCH ACTION: 0
RODUCED A FEATURE FILM PREVI(

ITS EFFORTS WILLBE SUCC

LIMITED OPERATING H;
VERY SIORT PERIOD OF TIME, AND 15 § / E o
THE CREATION AND DEVELOPMENT OF A NEW BT ql\' S8, INCLUDING THE
ABSENCE OF A HISTORY OF OPERATIC AND MINIMAL NET WORTH,
FURTHERMORE, THE COMPANY HAS NOT PRODUCED

I MOTION PICTURE. THE COMPANY AND
EMPLOYED, AND WILL CONTINUE TO ENDEAVOR TO mm OY OR O

MARLYG A SUBSUKIFLIUN 1U LUL CUMFANY INVULVES VAKIUUD KI3KS KELALLNG
BOTI TO THE NATURE OF THE MANAGEMENT OF ((!MI’\\\ AND THE MOVIE
INDUSTRY ITSELF AND SUCH SURSCRIPTION 1S THEREFORE SUITARLE ONIY FOR
PERSONS OR ENTITIES WITH THE FINANCIAL CAPARILITY O l-\kl\ ND HOLDING
LONG-TERM INVESTMENTS AND WHO HAVE NO NEED FOR LIQUIDITY IN THIS
INVESTMENT. THEREFORT., TN ADDITION TO TIE MATTERS SET T FLSEWTIERE
IN THE AGREEMENT, PROSPE ORS DER THE FOLLOWING
FACIORS:

A, COMPANY-RELATED RISKS

L. RELIANCE ON MANAGEMENT — EXCEPT AS SET FORTH IN THIS AGREEMENT,
DECISIONS WITIT RESP) A MENT OF TIE COMPANY WILI BF
MADE BY THE MAN; C] CESS
OF THE PICIURE WILL LARG LPED OF THE

AGEMENT OF TIE COMPANY. THE MA] »
ADMINISTER ALL BUSINESS
HE COMPANY AND THE PICTURE. ALTHOUGH
THE MANAGERS BELIEVE THAT THE MANAGERS HAVE THE NECESSARY
BUSINESS AND MOTION PICTURE EXPERIENCE TO SUPERVISE THE
MANAGEMENT OF THE COMPANY, THERE T NO RA THAT THE
WILL PERFORM ADEQUATELY OR THAT THE COMPANY'S
BE SUCCESSFUL. PURCIASERS OF INTERESTS WILL RECEIVE
IN THE COMPANY, BUT $

IN THE MANAGEMENT OR THE OPERATIONS OF THE MANAGERS,
OR THE PICTURE, ACCORDINGLY, EXCEPT AS OTHERWISE SET FORTH L\ THIS
ESTOR WILL HAVE NO RIGHT TO VOTE ON, OR TO VETO
ACTIONS OF THT. MANACFRS, WITL TIAVE NO CRFATIVE CONTROL, AND
MANAGER-APPROVED ACTIONS MAY BE APPROVED DESPITE THE INVESTOR'S
DISSENT FROM SUCH ACTIONS. THE COMPANY HAS ROT MANAGED OR

PRODUY

B

LIMITED OPERATING HISTORY SOMPANY 3 EXISTENCE FOR A
VFRY SITORT PERIOD OF TIME, AND IS SUBJECT TO ALL TIIE, RISK INCIDENT TO

THE CREATION AND DEVELOPMENT OF A NEW BUSINESS,
ABSENCE OF A HISTORY OF OPERATIONS AND MINIMAL NET WORTH.
THERMORE, TIIE COMPANY HAS NOT PRODUCKD OR DISTRIBUTED A FULI-
LENCTH MOTION PICTURE. THE COMPANY AND THE N CERS HAVE
EMPLOYED, AND WILL CONIINUE 10 ENDEAVOR 10 EMPLOY OR OTHERWISE
¢
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INTEREST - THE MAN A RE NOT REQUIRED T
RENDER EXCLUSIVE SERVICES IN CONNECTION WITH THE PICTURE OR THE
COMPANY. THE MANAGERS, THE PRODUCTION TEAM AND THE TALENT HAVE
INTERESTS IN A VARIETY OF ACTIVITIES OTHER THAN ACTING AS MANAGE
TO THE COMPANY, INCLUDING INVOLVEMENT WITH THE PRODUCT OF
OTLER FILMS. IN ADDITION, THE MANAGERS, THE PRODUCTION TEAM AND THE
TALENT MAY ORGANIZE COMPANIES THAT ARE SIMILAR TO THE COMPANY IN
THE FUTURE. THE MANAGERS MAY BE PRINCIPALS IN, OR HAVE 4 PROF
INTEREST IN, SUCH OTHER COMPANIES. ACCORDINGLY, CONELICIS OF
INTEREST MAV ARISE IN THE ALLOCATION OF THE MANAGER
PRODUCTION TEAM'S AND TIE TALENT’S TIME BETWERN TIIE COMPANY
ONE OR MORE OF THI OTHER A
MAY ENTER INTO SERYVICES AG
SUCH AGREEMENTS MAY NOT BE THE RESULT OF A
TRANSACTION, BUT IT IS THE INTENTION OF THE
COMPENSATION FROM SUCH AGREEMENTS WILL BE EQ)
INDUSTRY STANDARDS FOR THE ASSOCIATED SERVICES RENDERED r() THE
COMPANY.

INDEMNIFICATION — UNDER CERTAIN CIRCUMSTANCES, THE MANAGERS WILL
BE INDEMNIFIED BY THE COMPANY FOR ANY LIABILITIES OR LOSSES ARISING

, Q ENTS AND THE POTENTIAL NEED FOR
ADDITIONAL FINANCING - THERE IS NO ASSURANCE THAT UNFORESEEN
EVENTS WILL NOT OCCUR, RESULTING IN THE NEED TO RAISE ADDITIONA
FUNDS BEYOND WHAT THE COMPANY AND THE MANAC
FURTHERMORE, COMPANIES WITH LIMITED OPERATING H S, SUCH AS
THE COMPANY AND THE MANAGERS, DO NOT ALWAYS USE CAPITAL IN THE
MOST EFFICIENT MANNER. TIIUS, an COMPANY AND TITE MANAGERS N \\
0 ND FUTURE OPERATI
SATISFY FUTURE CAPITAL REQUIREMENTS OF THE COMPANY. THE FATLURE IO
RAISE ANY ADDITIONAL NEEDED FUNDS COULD HAVE A MATERIAL ADVERS]
EFFECT ON THE COMPANY AND THE MANAGERS. IN ADDITION, IT
ANTICTPATED THAT RAISING ADDITIONAL FUNDS WILL RESULT IN REDUCT
IN THE PER GE INTERESTS OF EACHE NON-MANAGEMENT MEMRBE!
H THE COMPANY AND THE MANAGERS DO NOT ANTICIPATE THAT

THE MANAGERS ARE NOT REQUIRED TO
NNECTION WITIL THE PICTURE OR THE

ANY, INCLUDING INVOLVEMENT WITH THE PRODUCTION OF

ADDITION, TITE. MANAGERS, TTIE. PRODUCTION TEAM AND TTIE

TALENT MAY ORGANIZE COMPANIES THAT ARE SIMILAR TO THE COMPANY IN
THE FUTURE. THE MANAGERS MAY BE PRINCIPALS IN, OR HAVE A PROFIT
INTEREST IN, SUCIH OTHER COMPANIES. ACCORDINGLY, CONFLICTS OF

PRODUCTION TEAM'S AND THE TALENT'S TIME BETWEEN THE COMPANY AND
ONE OR MORE OF TUESE OTUER ACTIVITI DDITIONALLY. THE MANAGERS
MAY ENTER INTO SERVICES AGREEMENTS WITH THE COMPANY. THE TERMS OF
AGREEMENTS MAY NOT BE THE RE
THE INTENTION OF THE MA
SATION FROM SUCH AGREEVMENTS WILL BE EQUAL TO, OR LESS THAN,
[HE ASSOCIATED SERVI RENDERED TO THE
COMPANY.

INDEMNIFICATION UNDER CERTAIN CIRCUMSTANCES, THE MANAGERS WILL
BE INDEVINIFIED BY THE COMPANY FOR ANY LIARILITIES OR TOSS| mmv(

UT OF THE MANAGERS' ACTIVITIES IN NECTION WITH THE COM
INDEMNIFICATION UNDER SUCH PROVISION COULD REDUCE OR DEPLETE uu
ASSETS OF THE COMPANY.

WORKING CAPITAL REQUIREMENTS AND THE POTENTIAL NEED FOR
ADDITIONAL FINANCING — THERE IS NO ASSURANCE THAT UNFORESEEN
FVENTS Vi i TN THE NEFD TO RATSE ADDITIONAL
FUNDS BEYOND WHAT THE COMPANY AND THE MANAGERS PROJECT.
FURTHERMORE, COMIANIES n ORIES, SUCH AS
i A e : WAVS USE CAPITAL IN THE
MOST EFFICIENT MANNER. THUS, THE MPANY AND THE MANAGERS MAY
NEED TO RAISE ADDITIONAL CAPITAL TO FUND FUTURE OPERATIONS AND TO
SATIS] /RE CAPITAL REQUI S OF TIE COMPANY. TIIE FAILURE TO
RAIS

EFFECT ON THE COMPANY AND THE MANAGERS.

ANTICIPATED THAT RAISING \umnu\ AL FUNDS

IN THE PERCENTAGE INT o
THOUGH THE COMPANY A\n 'nlr MANAGERS DO NOT —\V\T!f PATE TIHT

MANAGERS’ C F REST - TIE \|\\\(. Rs.\RI: NOT REQUIRED TO
RENDER EXCLUSIVE SERVICES IN CONNECTION W THE. PICTURE. OR THE.
COMPANY. THE MANAGERS, THE PRODUCIION ln\l AND THE TALENT HAVE
INTERESTS IN A VARIETY OF ACTIVITIES OTHER THAN ACTING AS MANA
TO TNE COMPANY v 1 ,
OTHER FILMS. IN ADDITION, THE MA! 3 ODUCTION TEAM AND THE
I'HAI ARE SIMILAR TO THE COMPANY IN
. THE M Y BE PRINCIPALS IN, OR HAVE A PROFIT
IN, SUCH OTHER COMPANTES. ACCORDINGLY, CONFLICTS OF
MAY ARISE IN THE ALLOCATION OF THE MANAGERS', THE
PRODUCTION TEAM'S AND THE TALENT'S TIME BETWEEN THE COMPANY AND
ONF: OR MORF. OF THTSE. OTIER ACTIVITIES. ADDITIONALLY, TITE MANAGFRS
MAY ENTER INTO SERVICES AGREEMENTS WITH THE COMPANY. THE TERMS OF
SUCH AGREEMENIS MAY NOT BE THE RESULT OF AN ARY NGTH
TRANSACTION, BUT IT IS THE INTENTION OF THE MANAGERS THAT TLE
COMPENSATION FROM SUCH AGREEMENTS WILL BE EQUAL TO, OR LESS THAN,
1 0 THE

BE INDEMNIFIED BY THE COMPANY FOR ANY LIABILITIES OR LOSSES ARISING
OUT OF THE MANAGERS® ACTIVI THE COMPANY.
INDEMNIFICATION UNDER SUCH PROVISION COU OR DEPLETE THE
ASSETS OF THE COMPANY.

WORKING CAPITAL REQUIREMENTS AND THE POTENTIAL NEED
ADDITIONAL FINANCING — TIFRF 18 NO ASSURANCE THAT UNFORTST
E § WILL NOT OCCUR. RESULTING IN THE NEED TO RAISE ADDITIONAL
FUNDS BEYOND WHAT THE COMPANY AND THE MANAGERS PROJECT
FURTHERMORE, COMPANIES WITH LIMITED OPERATING HISTORIES, SUCH A
THE COMPANY THE MANAGERS, DO NOT ALWAYS USE CAPITAL IN THE
ER. THUS, THE COMPANY AND THE
ADDITIONAL CAPITAL TO FUND FUTURE OP
URE, CAPITAL REQUIREMENTS OF TITE COMPANY. TIIT, FATLURF
ANY ADDITIONAL NEEDED FUNDS COULD HAVE A MATERIAL ADVERSE
EFFECT ON THE COMPANY AAND THE MANAGERS. IN ADDITION, IT IS
ANTICIPATED THAT RAISING ADDITIONAL FUNDS WILL RESULT IN REDUCTION
IN THE PERCENTACE INTERESTS OF EACHE NON-MANACEMENT MEMBER.
THOUGH THE COMPANY AND THE MANAGERS DO NOT ANUICIPATE THAI
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LIABLE 10U THE COMPANY IN AN AMOUNT EQUAL TU ANY DINTRISU TION MADE
CH DISTRIBUTION IS MADE,

MEMBERS ON AC T O PECTIV] S IN THE
COMPANY.

ILUTION OR TERMINATION - IN THE EVENT OF A DISSOLUTION OR
10N OF THE COMPANY, THE PROCEEDS REALIZED IN THE
LIQUIDATION OF IS, 1K ANY, WILL BE DISIRIBULED 1O THE MEMBERS

TIE ARTLITY OF A MEMBER T0 RECOVER ALL OR ANY PORTION OF SUCT
MEMBER'S INVESTMENT UNDER SUCH CIRCUMSTANCES WILL DEPEND ON THE
AMOUNI OF KUNDS SO REALIZED AND THE AMOUNT OF CLAIMS 10 BE
ATISFIED THEREFROM.

NCOME TAX CONSEQUENCES — THERE ARE VARIOUS RISKS ASSOCIATED WITH
THE FEDERAL INCOME TAX ASPECTS OF AN INVESTMENT IN THE COMPANY
WIICH SHOULD BE CARFFULLY CONSIDERED BY FACH PROSPTCTIVE
INVESTOR TO DETERMINE WHETHER AN INVESTMENT IN THE COMPANY IS

IIABLE FOR SUCH PROSP I IOR. EACH PROSPECTIVE INVESTOR
18 URGED TO CONSULT THE PROSPE( L {

WITH RESPECT TO THE, FEDERAL (AS W
CONSEQUENCES OF AN INVESIMEN'T' IN ull ( OMPANY,

COMPETITIVE INDUSTRY - SOME SEGMENTS OF THE MOTION PICTURE
INDUSTRY ARE HIGHLY COMPETITIVE. THE COMPANY WILL BE COMPETING
WITH THE PRODUCE

ALL AVAILABLE MARKETS EDIA. IN THE DISTRIBUTION PHASE,
COMPETITION WILL LIMIT TIIE AVAILABILITY OF SUCII MARKETS AND MIIDIA
REQUIRED FOR THE § STRIBUTION

PICTURE WILL BE COMPETING DIRECTLY WITH OTHER MOTION PICTURES AND
INDIRECTLY WITH OTHER FORMS OF PUBLIC ENTERTAINMENT, THE COMPANY
WILL COMPETE WITH NUMEROUS LARGER MOTION PICTURE PRODUCTION
COMPANIES AND DISTRIRUTION COMPANTES, WHICH HAVE SUBSTANTIALLY
GREATER RESOURCES, LARGER AND MORE EXPERIENCED PRODUCTION A

LIABLE 1U 1HE CUMPANY IN AN AMUUNL EQUAL 1U ANY DES LKIBU LIUN MADE
FROM THE COMPANY TO MEMBERS, IE, AFTER SUCH D)

THE REMAINING ETS OF TIE COMPANY ARE NOT SUF

THEN OUTSTANDING LIARILITIES, EXCL

MEMBERS ARISING ON ACCOUNT OF THEIR RESFEC

COMPANY.

LOSS ON DISSOLUTION OR TERMINATION — IN THE EVENT OF 4 DISSOLUTION OR

TERMINATION OF THE COMPANY, THE PROCELDS REALIZED IN I]ll.
UIDATION OF ASSETS, 1F ANY, WILL BE DISTRIBUTED TO T1

ONLY AFTER THE SATISFACTION OF CLAIMS OF CREDITORS. ACCORDINGLY,

THE ABILITY OF A MEMBER TO RECOVER ALL OR ANY FORTION OF SUCH

MEMBER'S INVESTMENT UNDER SUCIHL CIRCUMSTANCES WILL DEPEND ON TUE

AMOUNT OF FUNDS SO REALIZED AND THE AMOUNT OF CLAIMS TO BE
TISFIED THEREFROM.

INCOME CONS INCES RE ARE VARIOUS RIS
D . AN

INVESTOR 10 DETERMINE WHETHER AN INVESIMENT IN THE COMPANY 1S

SUITABLE FOR SUCH PROSPECTIVE INVESTOR. EACH PROSPECTIVE INVESTOR
URGED TO CONSULT THE PROSPECTIVE INVESTOR'S OWN TAX ADVISOR

WITH RESPECT TO THE FEDERAL (AS WELL AS STAT

CONSEQUENCES OFAN INVESTMENT IN THE COMPANY.

MOVIE INDUSTRY RISKS

COMPRTITIVE INDUSTRY - SOMF SFGMFNTS OF THE MOTION PICTURE
MPETITIVE. THE COMPANY WILL BE COMPETING

ALL AVAILABLE TS IN THE DISTRIBUTION PIIAS
COMPETITION WILL LIMIT THE AVAILABILITY OF SUCH MARKETS AND MEDIA
REQUIRED FOR THE N OF THE PICTURE. THE
PICTURE WILL BE COMPETING DIRECTLY WITH OTIEER MOTION PICTURES AND
INDIRECTLY WITH OTHFER FORMS OF PUBLIC ENTERTAINMENT. THE COMPANY
EROUS LARGER MOTION PICTURE PRODUCTION

COMPANIES. WHICH HAVE SUBSTANTIALLY

IENCED PRODUCTION AND

LIAULL 1U 1HE CUMPANY IN AN AMUUN L EQUAL 1U ANY DI LKIBU LIUN MADL
FROM THE COMPANY TO MEMBERS, IF, AFTER SUCH DISTRIBUTION IS MADE
THE REMAINING ASSETS OF THE COMPANY ARE NOT SUFFICTENT TO PAY T
THEN ISTANDING L1 ITIES, EXCLUSIVE OF LIARILITIES TO THE
MEMBERS ARISING ON ACCOUNT OF THEIR RESPECTIVE INTERESTS IN THE
COMPANY.

LOSS ON DISSOLUTION OR TERMINATION — IN THE EVENT OF A DISSOLUTION OR
TERMINATION OF THE COMPANY. THE PROCEEDS REALIZED IN THE
TIQUIDATION OF ASSETS, IF ANY, WILL BE. DISTRIBUTED TO THE MEMBERS

THE ABILITY OF A MEMBER TO RECOVER ALL OR ANY PORTION OF SUCH

MEMBER'S INVESTMENT UNDFR SUCHH CIRCUMSTANCES WILL DEPEND ON TITE

AMOUNT OF FUNDS SO REALIZED AND THE AMOUNT OF CLAIMS TO BE
KIED THEREFROM,

INCOME TAX CONSEQUENCES — THERE. ARE. VARIOUS RISKS
THE FEDERAL
WHICH SHOULD BE CAREFULLY CONSIDERED BY EACH PROSPECTIVE
INVESTOR TO DETERMINE WHETHER AN INVESTMENT IN THE COMPANY 1§
ECTIVE I TOR
'S OWN TAX ADVISOR

MOVIE INDUSTRY RISKS

COMPETITIVE INDUSTRY - B E {E MOTION PICTURE

LY COMPETTTIVE. THE COMPANY WILL BE COMPETING
ERS OF OTHER FILMS IN ARRANGING FOR DISTRIBUTION

ALL AVAILABLE MARKETS AND MEDLA, IN THE DISTRIBUTION PH/

COMPETITION WILL LIMIT THE

REQUIRED FOR THE SUCCE

PICTURF WILL BE COMPETING DIRECTLY WITII OTIIER MOTION PICTURES AND

INDIRECTLY WITH OTHER FORMS OF PUBLIC ENTERTAINMENT. THE COMPANY

WILL COMPETE WITH NUMEROUS LARC MOTION PICTURE PRODUCTION

COMPANIES AND DISTRIBUTION COMPANIES, WIICH 1IAVE SUBSTANTIALLY

CREATER RESOURCES, LARCER AND MORE EXPERIENCED PRODUCTION AND
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ONAUBIENCE AUCEFIANGE OF THE FIUTUKE WHICH 13 EXTREVELY DIFFICY
PREDICT AND, THEREFORE, INHERENTLY
PRODUCED EACH YEAR AND NEVER RELEASED. MANY FILMS ARE RELEASED
TACH YEAR, BUT ARE NOT COMMERCIALLY SUCCESSFUL AND FAIL TO RECOUP
THEIR PROD! ON COSTS FROM UNITED STATES THEATRICAL DISTRIBUTION.
FOREIGN AND ANCILLARY MARKETS HAVE THEREFORE BECOME
INCREASINGLY IMPORIANT. LICENSING OF A MOTION PICTURE IN THE
ANCILLARY MARKETS CULARLY DEPENDENT UPON PERFORMANCE IN

m THY rerlmr NFCAUSE TIE REVENUR BERIVED FROM TI

LSO DEPENDS UPON THE PUBLIC'S ACCEPT. 0
AVAILABILITY OF ALTERNATIVE FORMS OF ENTERTAINMENT AND

SINESS VENTURE WITH ITS OWN
hl\lJ’L(J\ EES AND EQUIFMENT AND ITS OWN BUDGETARY
REQUIREMENTS. THERE ARE SUBSTANTIAL RIS] OCIATED WITII FILM
PRODUCTION, INCLUDING DEATH OR DISABILITY OF KEY PERSONNEL. OTHER
ETS OR

MPLY WITH

L SOME OF THESE PROBLEMS
5 INSURANCE FOR THE PICTURE. SIGNIFICANT
ISE MAY MATERIALLY INCREASE THE COS
PRODUCTION OR MAY €. THE ENTIRE PROJECT TO BE ABANDONED,

DEPENDENCE KEY PERSONNEL - THE COMPANY’S FUTURE SUC
DEPENDS, IN S| CANT PART, UPON THE CONTINUED SERVICE OF THE

AUDIENUE AULEFIANCE UF THE FIULUKE, WHIUH 1> EXTKEMELY DIEFICULL
TO PREDICT AND, THEREFORE, INHERENTLY RISKY. MANY FILMS ARE
PRODUCEN FACH YEAR AN NEVER RELFASED. MANY FILMS ARE RELEASFD
FACH YEAR, RUT ARE NOT ESSFUL AND FAIL TO RECOUP
THEATRICAL DISTRIBUTION,
FOREIGN AND ANCILLARY MARKETS HAVE THEREFORE BECOME
INCRFASINGLY IRTANT. LICENSING OF A MOTION PICTE
ANCILLARY MARKETS IS PARTICULARLY DEPENDENT UPON PERFORMANCE IN
DOMESTIC THEATRICAL DISTRIBUTION,

NEITHER THE MANAGERS NOR THE COMPANY CAN PREDICT THE ECONOMIC
SUCCESS OF THE PICTURE BECAUSE THE REVENUE DERIVED FROM THE
DISTRIBUTION OF A MOTION PICTURE (WILICH DOES NOT NECESSARILY BEAR
ANY CORRELATION TO THE PRODUCTION OR DISTRIBUTION COSTS INCURRED)
PRIMARILY UPON ITS EPTANCE BY THE PUBLIC, WH) NN
URATELY PREDICTED. THE ECONOMIC SUCCESS OF A MOTION PIC
INDS UPON THE PUBLICTS ACC oK comp!

PRODUCTION
EACH MOTION PICTURE IS A SEP SIn VENTURE WITH ITS OWN
MANAGEMENT, EMPLOYEES AND EQUIPMENT AND ITS OWN BUDGETARY
REQUIRFMENTS. THFRF. ARF SUBSTANTIAIL S ASSOCTATED WITH FILM
PRODUCTION, INCLUDING DEATH OR DISABILITY OF KEY PERSONNEL, OTHER
FACTORS CAUSING DELAYS, DESTRUCTION OR MALFUNCTION OF SEIS OR
FQUIPMENT, THE INABILITY OF PRODUCTION PERSONNEL TO COMPLY WITH
BUDGETARY OR SCHEDULING REQUIREMENTS AND PHYSICAL DESTRUCTION
OR DAMAGE TO THE PICTURE ITSELF. ALTHOUGH SOME OF THESE FROBLI
MAY BE COVERED BY COMPANY'S INSURANCE FOR THE PICTURE, SIGNIFICANT
TES SUCH AS THESE MAY MATERIALLY INCRFASE THE COST OF
. THE ENTIRE PROJECT TO BE ABANDONED,

EY PERSONNEL — THE COMPANY’S FUTURE SUCCESS
OF THE

UNAUDILNCE ACULELANCE UL LUE FICEUKE, WIICLL IS EALKEMELY UL ULL
TG PREDICT AND, THEREFOF L LY RISKY. MANY FILMS ARE
PRONUCED FACH YEAR ANT

AND ANCTLLARY MARKETS TAVE THERFFORT BF

NGLY IMPORTANT. LICENSING OF A MO N PICTURE
NCILLARY MARKELS 1S PARIICULARLY DEPENDENT UPON PERFORMANCE IN
DOMESTIC THEATRICAL DISTRIBUTION.

NEITHER THE MANAGERS NOR THE COMPANY C/ 1 THE ECONOMIC
ESS OF THE PICTURE BECAUSE THE REVENUE DERIVED FROM THE

DISTRIBUTION OF A MOTION PICTURT. (WIICTI DOFS NOT N RILY BEAR
ANY CORRELATION TO THE PRODUCTION OR DISTRIBUTION COSTS INCURRED)
DEPENDS PRIMARILY UPON LIS ACCEPTANCE BY THE PUBLIC, WHICH CANNO1
BE ACCURATELY PREDICTED. THE ECONOMIC SUC OF A MOTION PICTURE
ALSO DEPENDS UPON THE PUBLIC’S ACCEPTANCE OF COMPETING FILMS, THE
AVAILABILITY OF ALTERNATIVE FORMS OF ENT
TIME ACTIVITIES, GENERAL ECONOMIC (‘L)\'Dl'l‘l()N
AND INTANGIRLE FACTORS, ALL OF WHICH CAN
PREDICTED WITH 3

AN ASS NERATE ENOUGH REVENUE
TO OFFSET TRIBUTION AND MARKETING COSTS, IN WHICH CASE THE
COMPANY WOULD NOT RECEIVE ANY NET REVENUES FROM THE PICTURE.

PRODUCTION - PARTICULARLY AS PRODUCED B\ INDEPENDENT FILMMAKERS,
N VENTURE WITH TS OWN
MANAGFMENT, EMPLOYEES FQ T AND ITS OWN RUDCETARY
REQUIREMENTS. THERE ARE PANTI CIATED WITH FILM
PRODUCTION, INCLUIING DEATH OR DISABIL
SAUSING DELAY g

T
DIFFICULTIES SUCH AS THESE MAY MATERTALLY INCREASE THE (Dﬂ' Or
PRODUCTION OR MAY CAUSE THE ENTIRE PROJECT TO BE ABANDONED.

DEPENDENCE ON KEY PERSONNEL - THE COMPANY'S FUTURE SUCCESS
DEPENDS. IN SIGNIFICANT PAKI, UPON THE CONTINUED SERVICE OF THE
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UN THE ABILITY OF THE COMPANY AND THE MANAGEKY 10 ATTRACT TOF
TAI BOTH WITHIN THE PRON IN TEAM AND THE CAST OF THE
PICTURE. THE COMPANY’S AND THE MANAGERS’ INABILITY TO ATTRACT SUCH
TALENT OR THE LOSS OF THE SERVICES OF ONE OR MORE MEMBERS OF THE
PRODUCTION TEAM COULD HAVE A MATERIAL ADVERSE EFFECT ON THE
COMPANY'S AND THE MANAGERS’ ABILITY TO SUCCESSFULLY PRODUCE AND
DISTRIBUTE THE PICIUKE. ADDITIONALLY, THE COMPANY MAY ELECT
FOREGQ THE PURCHASE OF A COMPLETION BOND OR OTHER TYPES
PRODUCTION-RELATED INSURANCE FOR THE PICTURE, THIS WOULD RE
CERTAIN OF THE PICTURE’S KEY PERSONNEL, EQUIPMENT, LOCATIONS AND/OR
FILM FOOTAGE REING UNINSURED WHICH COULD HAVE A MATERIAT ADVERSE
EFFRECT ON TITE COMPANY'S AND THE. MANAGERS® ABTLITY TO SUCCESSFULIY
PRODUCE AND DISTRIBUTE THE PICTURE.

LABOR DISPUTES - THERE IS NO ASSURANCE THAT LABOR DIFFICULTIES
AFFECTING PRODUCTION WILL NOT ARISE, INCLUDING RUT NOT LIVIITED TO,
UNION STRIKES. 1F SUCH LABOR DIFFICULTIES ARISE, FILM PRODUCTION AND,
HENCE, DISTRIBUTIONS TO INVESTING MEMBERS COULD BE DELAYED OR
DIMINISITED.

\ll)ll\tl‘ APPEAL - THE lll\Hll PROFITABILITY OF ANY MOTION PICIURE

TURE DEPEND! 3
REVIEWS AND CHANGING PUBLIC TASTES AND SUCH APPEAL CANNOT BE
ANTICTPATED WITIT CERTAINTY

T OVERRUNS — THE COSTS OF PRODUCING MOTION PICTURES ARE OFTEN
UNDERESTIMATED AND MAY BE INCREASED BY REASON OF FACTORS DEYOND
THE CONTROL OF THE PRODUCERS. SUCH FACTORS MAY INCLUDE WEATHER
I PERSONNEL, ARIISTIC
REGULATIC

FEQUIPMENT BREAKDOWNS, AND OTHER S
HE COMPANY INTENDS TO E GE PRODU FRS . WHO HAVE
DEMONSTRATED AN ABILITY TO COMPLETE FILMS WITHIN THE ASSIGNED
THE RISK OF A FILM RUNNING OVER BUDGET OR OF NOT BEING
A IGNIFICANT AND MAY HAVE A SUBSTANTIAL ADVERSE

IMPACT OX THE PROFITABILITY OF THF. PICTURE.

ANY AND IHE MANAGLKS 1U
RE. TIIE COMPANY'S AND THE MANAGFRS' INABILITY TO ATTRAC

COULD HAVE A MATERIAL
COMPANY'S AND THE MANAGERS’ ABILITY TO SUCCE

THE PICTURE. ADDITIONALLY, THE COMPANY MAY ELECT TO

F Y'S AND THE MANAGERS' ABILITY TO SUCCESSFULLY
PRODUCE AND DISTRIBUTE TIIE PICTU

HBUCTION WILL NOT ARIS

THE ULTIMATE PROFITABILITY OF ANY MOTION PICTURE

DEPENDS UPON ITS AUDIENCE APPEAL IN RELATION TO THE COST OF ITS
0 J N. THE AUDIENCE APPEAL OF A GIVEN M

OTHER THINGS, ON UNPREDICTABLE CRITICAL

THE COSTS OF PRODUCING MOTION PICTURES
FASED BY REASON OF FAC

LETE A) ANT wn  MAY HAVE A SUBSTANTIAL ADY
|\u-v\4 T ON THE PROFITABILITY O]

UN LUL ADILIIY UP 1UE CUMIANY AND IIE MANAULKY 1U AIIKAUL LUX
TALENT, BOTII WITHIN THE PRODUCTION TEAM AND THE CAST OF TIE
PICTURE, THE COMPANY'S AND THE MANAGERS® INARILITY TO ATTR; UCH
TALENT OR THE LOSS OF THE SERVICES OF ONE OR MORE MEMBERS OF THE
PRODUCTION TEAM COULD HAVE A MATERIAL ADVERSE EFFECT ON THE
COMPANY'S AND TITE MANAGERS® ABILITY TO SUCCTSSFULLY PRODUCE AND
DISTRIBUTE THE PICTURE. ADDITIONALLY, THE COMPANY MAY ELECT
FOREGO THE PURCHASE OF A COMPLEIION
PRODUCTION-RELATED INSURANCE FOR THE PICTURE. i
CERTAIN OF THE. PICTURE'S KEY PERSH

LM FOOTAGE BEING UNINSURED WHICH COULD H

T ON THE COMPANY'S AND THE MANAGERS'

FAND DISTRIBUTF. TITF. PICTURE.

LABOR DISPUIES - THERE IS NO ASSURANCE THAT LABOR DIFKICULTIES
CTING PRODUCTION WILL NOT ARISE. INCLUDING BUI NOT LIMITED 10,
1M PRODUCTION AND,

LD BE DE 0

S AUDIENCE APPEAL IN RELATION
PRODUCTION AND DISTRIBUTION. TIE AUDIENCE APPEAL OF A GIVEN MOTION
PICTURE DEPENDS, AMO H N UNPREDICTABLE CRITICAL
REVIEWS AND CHANGIN > TASTES AND SUCH APPEAL CANNOT BE
ANTICIPALED WITH CERIAINTY.

COST OVFRRUNS — TITE COSTS OF PRODUCING MOTION PICTIRES ART. €
UNDERESTIMATED AND MAY BE INCREASED BY REASON OF FAC
THE CONTROL OF THE PRODUCERS. SUCH FACTORS MAY INCLUDE WEATHER

EQUIPMENT BREAKDOWX
THE COMPANY | 0

DIMONSTRATER AN ABILITY TO COMPLETE FILMS WITIIIN THE ASS
BUDGET, THE RISK OF A FILM RUNNING OVER BUDGET OR OF NOT BEING
COMPLETED IS ALWAYS SIGNIFICANT AND MAY HAVE A SUBSTANTIAL ADVERSE
IMPACT ON TIE PROFITABILITY OF THE PICTURE.
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FIKNIKUN AND UTHEK THEATEKS, THEKE CAN BE NO ANSUKANCE THAT
PROFITABLE DISTRIBUTION ARRANGEMENTS WILL BE OBTAINED FOR THE
PICTURE OR THAT THE PICTURE CAN OR WILL BE DISTRIBUTED PROFITABLY
OR THAT THE PICTURE WILL BE DISTRIBUTED AT Al

LONG-TERM PROJECT - THE PRODUCTION AND BISTRIBUTION OF A MOTI
PICTURE INVOLVES THE GE OF A SIGNIFICANT AMOUNT OF TIME. PRE-
PRODUCTION ON A PICTURE MAY EXTEND FOR TWQ TO THREE MONTHS OR

ORE. PRINCIPAL PHOTOGRAPHY MAY EXTEND FOR SEVERAL WEEKS OR
MORE. POST-PRODUCTION MAY EXTEND FOR THREE 10 FOUR MONTHS OR
MORE. DISTRIBITION AND EXHIBITION OF MOTION PICTURES GENFRALLY. AND
OF THF PICTURE. SPECTFICATLY, MAY CONTINTE. FOR YFARS BEFORE. GROSS
PROCEEDS OR NET PROCEEDS (AS DEFINED HEREIN) MAY BE GENERATED, IF AT
Al

FORFIGN DISTRIRUTION — FORFIGN DISTRIBUTION OF A MOTION PICTURE (LE.,
OUTSIDE THE UNITED SIATES AND CANADA) MAY REQUIRE THE USE OF
VARIOUS FOREIGN DISTRIBUTORS. SOME FOREIGN COUNTRIES MAY IMPOSE
GOVERNMTNT REGULATIONS ON TIIF. DISTRIBUTION OF FITMS. IN ADDITION,
REVENUES DERIVED FROM THE DISTRIBUTION OF THE PICTURE IN FOREIGN

IF ANY. MAY BE SUBJECT TO CURRENCY CONTROLS AND OTHER

INVESTING MEMBERS LAST IN LINE — A MOTION PICTURE TYPICALLY GOES

TROM TIE PRODUCER TO TIE DISTRIBUTOR WIIQ IN TURN MAY SEND IT TO

TERRITORIAL SUB-DISTRIBUTORS, WHO SEND IT TO THEATRICAL EXHIBITO)

THE BOX OFFICE RECEIPTS GENERATED BY A MOTION PICTURE TRAVEL THIS

SAME ROUTE IN REVERSE. THE EXIIBITOR TAKES A CUT AND SENDS THE

BALANCE TO THE SUB-DISTRIBUTOR, WHO TAKES A CIT AND SENDS THE

BALANCE TO TH 3

TO THE PRODLC

SVSTEM 1S TITAT SUCH INVI

RISK FOR THE I.( T TIME, ARE AT THF TAIL END (‘IF THE BO\ UI-H(

EIPTS CHAIN. THUS

DEAL, HAS TO RELY HEAVILY ON A

THE PICTURE'S REVENUE STREAM, REY NUES TO THE COMPANY, AND THUS TO
MEMVRERS, ARE. LIKELY TO RE THE LAST IN LINE TO RENEFIT FROM

FIKSI-KUN AND UIHEK IHEAIEKD. IHEKE UAN BE NU AMUKANCE IHAIL
PROFITABLE DISTRIBUTION ARRANGEMENTS WILL BE OBTAINED FOR THE

RE OR THAT TIE PICTURE CAN OR WILL BE. DISTRIBUTED PROFITARLY
OR THAT THE PICTURE WILL BE DISTRIBUTED AT ALL.

LONG-TERM PROJECT - THE PRODUCTION AND DISTRIBUTION OF A MOTION
TURE. INVOLVES TIIE PASSAGE OF A SIGNIFICANT AMOUNT OF TIV
PRODUCTION ON A PICTURE MAY EXTEND FOR TWO TO THREE MO}
. PRINCIPAL PHOTOGRAPHY MAY EXTEND FOR SEVERAL
POSE-PRODUCTION MAY EXTEND FOR THRE
MORE. DISTRIBUTION AND EXHIBITION OF MOTION
OF THE PICTURE SPE(
PROCEEDS OR NET PROCEEDS (A5 DEFINED HEREIN) MAY BE GENERA
ALL.

FOREIG!
OUTSIDE THE UNITED STATES AND CANADA) MAY
VARIOUS FORFIGN DISTRIBUTORS. SOME FOREIC
GOVERNMENT RE: ONS O

F SUCH REVENUE IN GROSS PROCEEDS.

INVESTING MEMBERS LAST IN LINE — A MOTION PICTURE TYPICALLY GOES
FROM THE PRODUCER TQ THE DISTRIBUTOR WHO IN TURN MAY SEND IT TO
TERRITORIAL SUB-DISTRIBUTORS, WHO SEND I' TO THEATRICAL EXHIBITORS,
TIE BOX OFFICE RECEIPTS GENERATED BY A MOTION PICTURE TRAVEL TIIS
SAMF. ROUTF TN REVFRSF. THE FEXHIBITOR TAKES A CUT AND SENDS THE
BALANCE TO THE SUB-DISTRIBUTOR, WHO TAKES A CUT AND SENDS THE
BALANCE 10 THE DISTRIBUTOR, WHO TAKES A CUT AND SENDS THE BALANCE
TO THE PRODUCER, THE PROBLEM FOR NVESTING MEMBERS WITI THIS
SYSTEM IS THAT SUCH INVESTING MEMBERS, WHO HAVE HAD THEIR MONEY AT
RISK FOR THE LONGEST TIME. ARE AT THE TAIL END OF THE BOX OFFICE
RECEIPTS CHAIN. TIHUS, IF THE COMPANY. IN NEGOTIATING A DISTRIDUTION

TAS TO RELY HEAVILY ON A PARTICIPATION AT SOME DEFINED LEVEL OF
T URE'S REVENUE STREAM, REVENUES TO THE COMPANY, AND THUS TO
INVESTING MEMBERS, ARE LIKELY TO BE THE LAST IN LINE TO BENEFIT FROM
SUCH A REVENUE STREAM. IFANY

FIK3-KUN AND UINEK LHLAILKS. INEKE AN DL NU ASUKANUE 1HAL
DISTRIBUTION ARRANGEMENTS WILL BE OBTAINED FOR TIE
'HAT THE PICTURE. CAN OR WILL RE. DISTRIBUTER PROFITARLY

RE WILLRE DISTRIBUTED AT ALL,

~ THE PRODUCTION AND DISTRIBUTION OF A MOTION
AGE OF A SIGNIFICANT AMOUNT OF TIME. PRE-

PRODUCTION ON A PICTURE MAY EXTEND FOR IWO 10 THREE MONIHS OR

MORE. PRINCIPAL PHOTOGRAPHY MAY EXTEND FOR SEVERAL WEEK!

MORE. P PRODUCTION MAY EXTEND FOR THREE TO FOUR MONT!

MORE. DISTRIBUTION AND EXHIBI

OF THE PICTURE SPECIFICALLY. MAY CONTINUE FOR YEARS BEFORE GROSS
y OR NET PROCTEDS (AS DEFINED NIEREIN) MAY BE GENTRATED, IF AT

ALLY GOES
MAY SEND IT 10

CFIPTS GENFRATED m A MOTION PICTURF. TRAVEL, TITS

rr(
SAME ROUTE IN REVERSE. THE EXHIBITOR TAKES A CUT AND THE
BALANCE TO THE SUB-DISTRIBUIOR, WHO TAKES A CUI' AND SENDS THE
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INDUSTRY IN GENEKAL, AND THE MOTION FICTURE
ONTINUE TO U E 4

PRIMARILY DUE TO TECHNOLOGICAL DEVELOPMENTS. DUE TO RAPID GROWTH
OF TECHNOLOGY AND SHIFTING CONSUMER TASTES, NEITHER THE MANAGERS
NOR THE COMPANY CAN ACCURATELY PREDICT THE OVERALL EFFECT THAT
TECHNOLOGICAL GROWTH OR THE AVAILABILITY OF ALTERNATIVE FORMS OF
ENTERTAINMENT MAY UAVE ON THE POTENTIAL REVENUE K] ND
PROFITABILITY OF, THE PICTURE. IN ADDITION, CERTAIN OUTLETS FOR THE
S ORTAIN THE PUBLIC

_PTANCE THAT 1S OR W ) 3 ED. 1¥ CERTAIN
DISTRIBUTION CHANNELS ARE ACCEPTED BY THE PUBLIC, NEITHFR THE
MANAGERS NOR TITF rva\& CAN ASSURF. INVFSTORS TIAT TITE. COMPANY

S TLL DECREASF. IF THE COMPANY
UNABLE 10 EXPLOIT VLW DISTRIBUTION CHANNELS 10 THE

EXPECTED A8 EXISTING CHANNELS, THE COMPANY'S BUSI )

AND FINANCIAL CONDITION COULD BE MATERTALTY ADYI |'n~rl\'4||

PICTURE'S LIABILITIES — THE COMPANY WILL ACTIVELY PARTICIPATE IN THE
PRODUCTION AND DISTRIBUTION OF THE PICTURE. BECAUSE INSURANCE
COVERING SUCH LIABILITY MAY NC r

OR MAY SIMPLY NOT BE OBTAINED, THE ASSETS OF THE COMPANY MAY BE
XPOSED TO OPERATING RISKS THAT MAY ARISE FROM THE CREATION,
XPLOITATION AND DISPOSITION OF THT. PICTURE.

MANAGERS' DISCRETION REGARDING PRODUCTION AND DISTRIBUTION
IATTERS

0 AGREI
THE SPECIFIC AU TY TO
F TIE COMPANY WITIT MOTION RI
RIBUTORS AND/OR OTHER THIRD PARTI
PURSUANT TO CH THE COMPANY, IN EXCHANGE FOR SUCH STUDIOS',
DISTRIBUTORS” AND/OR OTHER THIRD PARTIES TANCE IN PRODUCING,
DISTRIBUTING AND OTHERWISE EXPLOTTING THE PICTURE, MAY COMMIT TO
PAY SUCH PARTIES 3 S GENERA 3 TURE AT A POINT
IN THE PICTURE'S REVENUE STREAM PRIOR TO COMPANY'S R T OF I
GROSS PROCEEDS. H AGREEMENTS MAY INCLUDE, BUT ARE NOT LIMITED

0

A ., 8 N FICIUKE
UE TO UNDERGO SIGNIFICANT CHAN

AL DEVELOPMENTS, DUF T RAPID GROWTI

NEITHER THE MANAGERS

IPANY CAN ACCURATELY PREDICT THE OVERALL EFFECT THAT

TECHNOLOGICAL GROWTH OR THE AVAILABILITY OF ALTERNATIVE FORMS OF

FNTERTAINMENT J v POTENTIAL. REVENUE FROM, AND

PROFITABILITY OF, THE PICTURE. IN ADDITION, CERTAIN OUTLETS FOR THE

ON OF MOTION PICTURES MAY NOT OBTAIN THE PUBLIC

nowc N

CCEPTED BY THE PUBLIC, NEITHER THE

MANAGERS NOR THE COMPANY CAN ASSURE INVESTORS THAT THE COMPANY

WILL BE SUCCESSFUL IN EXPLOITING SUCH CHANNELS. MOREOVER. TO TIE

EXTENT THAT OTHER DISTRIBUTION CHANNELS GAIN POPULAR ACCEPTANCE,

XISTID [TION CHANNELS, SUCH

(E.G. DVDS), WILL DECREASE. IF THE COMPANY IS

TO EXPLOIT NEW DISTRIBUTION CHANNELS m TIE SAME EXTENT
FXISTING CHANNFIL

PICTURE'S LIABILITIES  THE COMPANY WILL ACTIV]
PRODUCTION AND DISTRIBUTION OF THE PICTURE.

OR MAY SIMPLY NOT BE OBIAINED. THE ASSEIS OF THE COMPAN
3 TO OPERATING RISKS THAT MAY ARISE FROM THE
D DISPOSITION OF THE PICTURE.

" DISCRETION REGARDING PRODUCTION AND DISTRIDUTION

THE TERMS AND CONDITIONS OF THIS AGRUEMENT, THE
RESERVED TIE SPECIFIC AUTHORITY TO ENTER INTO

E AND/OR OTHER THIRD PARTI
PU RSUWT TO WHICIH THE COMPANY. IN EXCHANGE FOR SUCH STUDIOS’,
DISTRIBUTORS' AND/OR OTHER THIRD PARTIES' ASSISTANCE IN PRODUCING,
DISTRIBUTING AND OTHERWISE EXPLOITING THE PICTURE, MAY COMMIT
PAY SUCH PARTIES OUT OF REVENUES GENERATED BY THE PICTURE AT A POINT
IN THE PICTURE'S REVENUE STREAM PRIOR TO COMPANY’S R

S PROCEEDS. SUCH AGREEMENTS MAY INCLUDE, BUT ARE NOT LIMITED

1UL LNILKIAINVLNL INDUSIKY IN GLNLKAL. AND LLE MULIUN IICLUKL
INDUSTRY IN PARTICULAR. CONTINUE TO UNDERGO SIGNIFICANT CHANGES,
PRIMARILY DUE TO TECHNOLOG EVELOPMENTS, DUF. TO RAPID GROWTH
OF TECHNOLOGY AND SHIFTING CON ) NEITHER THE MANAGERS
NOR THE COMPANY
TE: : FORMS OF
A ND
PROFIEABILLTY OF THE PICIURE, IN ADDITION, CERIAIN OUILELS FOR THE
DISTRIBUTION OF MOTION PICTURES MAY NOT OBTAIN THE PUBLI

ACCEPTANCE THAT 1S OR WAS PREVIOUSIY PREDICTED. IF CERTAIN
DISTRIBUTION CHANNELS ARE ACCEPTED BY THE PUBLIC, NEITHER THE
MANAGERS NOR THE COMPANY CAN ASSURE INVESTORS THAT THE COMPANY
WILL BE. SUCC SUCH CIANNFLS. MOREOVER, TO TITE
EXTENT THAT OTHER DISTRIRUTION CHANNELS GAIN POPULAR ACCEPTANCE,

. TH
AND FINANCIAL CONDITION COULD BE MATERIALLY \D\- ERSELY AFFECTED,

PICTURE'S LIARILITIES — THE COMPANY WILL v PATE IN THE
0 TRIBUTION OF THE PICTURE. BE( m

COVERING SUCH LIABILITY MAY NOT BE AVAILA AT A REA

OR MAY SIMPLY NOT BE OBTAINED, THE ASSETS

EXPOSED TO OPERATING RISKS THAT MAY ARISE FROM

EXPLOIIATION AND DISPOSITION OF THE PICTURE.

MANAGERS' DISCRET RECARDING PRODUCTION AND DISTRINUTION
MATTERS

AND CONDITIONS OF THIS AGREEMENT, THE
ED THE SPECIFIC AUTHORITY TO ENTER IN
ON BEHALF OF LHE COMPANY WITH MOTION PICIURE OR

ND/OR OTHER THIRD PARTIES' ASSISTANCE IN PRODUCIN
DISTRIBUTING AND OTHERWISE EXPLOITING THE PICTURE, MIAY COMMIT 10
PAV SUCH PARTIES OUT OF R UES GENERATED BY THE PICTURE AT A POINT
STREAM PRIOR TO COMPANY'S RECEIPT OF ITS
GROSS PROCEEDS. SUCH AGREEMENTS MAY INCLUDE, BUT ARE NO'T LIMITED
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ESEKVED THE KIGHT (1) 10 FRUDUCE THE FICTUKE AND SEEK THE MO}
NT FOR THE PICTURE, AND (2)

ENTER INTO AGREEMENTS ON BEHALF OF THE COMPANY WHICH PROVIDE

THAT PERSONS RENDERING SERVICES OR OTHER MATERIALS OR FACTLITIES IN

CONNECTION WITH THE DEVELOPMENT, PI TION, DI

OTHER EXPLOITATION OF THE PICTURE SHALL RECEIVE,

COMPENSATION, DEFERRED AMOUNTS OR A PERCENTAGE

COMPANY REVENUE. SUCH RELIA: N THE JUDGMENT AND D

OF THE MANAGERS, AND THE MANAGER! 4

IT IMPTRATIVE THAT PROSPECTIVE NON-MANAGING MEMBERS CARFFULLY

FXAMINE TNIE ARILITIES OF SUCTH MANAGERS AND TIIT MANAGERS'
OCIATES BEFORE CHOOSING TO PROVIDE ANY INVESTMENT HEREUNDER,

DISTRIBUTIONS AND LIQUIDITY - DISTRIBUTION OF THE COMPANY’S PROCEEDS
TO THE MEMRBERS WILL PROVIDE A PRIVIARY SOURCE. OF DISTRIBUTARLE CASH
OR SECURITIES TO THE MEMBERS, THE MANAGERS WILL HAVE ABSOLUTE
DISCRETION IN THE TIMING OF SUCH DISTRIBUTIONS, IF ANY

TRERMS AND CONDITIONS OF TI

THAT THERE WILL BE ANY

DISTRIBUTIONS, LF ANY, WILL

INTHE COMPANY.

INVESTMENT:RELATED RISK

AN INVESTOR WTIQ PURCIL TERFSTS IN THE COMPANY SHOULD BE
AWARE THAT THE INVESTVENT IN THE COMPANY IS HI SPECULATIVE AND
THAT SUCH INVESTOR RISKS LOSING SUCH INVESTOR'S ENTIRE INVESTMEN

TLLIQUIDITY OF INVESTMENT ~ THERE IS NO PUBLIC MARKET FOR THE
INTERESTS AND ONE IS NOT EXPECIED TO DEVELOP, EACH INVESTOR SHOULD
BE AWARE THAT SUCH INVESTOR MUST BEAR THE RISKS OF AN INVESTMENT I»
THE COMPANY FOR AN INDEFINITE PERIOD OF TIME BECAT

LE OR ASSIGNMENT OF THE INTERE:
MANAGERS IN TS DISC
BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (

CT"). OR ANY OTHER APPLICABLE LAW, AND THEREFORE. CANNOT BE SOLD
AND MUST BE HELD INDEFINITELY v’
REGISTERED UNDER THE AC

KESEKVED IHL KIGHI (1) 1U FKUDULL IHE FIUIUKL AND SEEK 1HE
ADVANTAGEQUS DISTRIBUTION AGREEMENT FOR THE PICTURE, AND (2)
FNTER INTO AGREEMENTS ON BEHALF OF THE COMPANY WHICH PROVIDE
THAT PERSONS RENDERING SERVICES OR OTHER MATERIALS OR FACILITIES IN
CONNECTION WITH THE DEVELOPMENT, PRODUCTION, DISTRIBUTION OR
OTHER EXPLOITATION OF THE PICTURE SHALL RECEIVE, AS SALARY OR OTHER
COMPENSATION, DEFERRED AMOUNTS OR A PERCENTAGE PARTICIPATION IN
COMPANY REVENUE. SUCH RELIANCE ON THE JUDGMENT AND DISCRETION OF
THE MANAGERS PLACES A GREATER EMPHASIS ON THE SKILLS AND JUDGMENT
OF THE MANAGERS, AND THE MANAGERS” ADVISORS AND THEREFORE MAKES
IT IMPERATIVE THAT PROSPECTIVE NON-MANAGING MEMBERS CAREFULLY
EXAMINE THE ABILITIES OF SUCH MANAGERS AND THE MANAGERS®
ASSOCIATES BEFORE ClIIOOSING TO PROVIDE ANY INVESTMENT HEREUNDER.

DISTRIBUTION: IDITY - DISTRIBUTION OF THE

TO THE MEMBERS WILL PROVIDE A PRIMARY SOURCE OF DIS

OR SECURITIES | . MEMBERS. TIE MANAGERS WILL

DISCRETION IN 1 UCH DISTRIBUTIONS, IF SUBJ TO THE
TERMS AND CONDITIONS OF THIS AGREEMENT, THERE CAN BE N0 ASSURANCE
IHAT THERE WILL BE ANY DISTRIBUTIONS OR THAT AGGREGATE
DISTRIBUTIONS, TF ANY, WILL EQUAL OR EXCEED THE MEMBERS’ INVESTMENT
IN THE COMPANY.

INVESTMEN1-RELATED RISK
INVESTOR W
rlnTw( Il INVESTOR RISKS LOSING SUCH INVESTOR'S ENTIRE INVESTMENT.

ILLIQUIDITY OF INVESTMENT — THERE IS NO PUBLIC MARKET FOR THE
INTERESTS AND ONE IS NOT EXPECTED TO DEVELOP. EACH INVESTOR SHOULD
BE AWARE TIAT SUCH INVESTOR MU i

BEEN REGISTERED UNDFR THE, SECURITIES ACT OF 1933, AS AMENDED (THE.
“ACT"), OR ANY OTHER APPLICABLE LAW, AND THEREFORE, CANNOT BE SOLD
AND MUST BE HELD INDEFINITELY UNLESS THEY ARE SUBSEQUENTLY

ISTERED UNDER THE ACT. AND ANY OTHER APPLICABLE LAW, OR, IN TIIE
OPINION OF THE MANAGERS, EXEMPTIONS FROM SUC! STRATION ARE

KLDLKVED UL KIGHI (1) 1U FKUDUCL 1UE FICIUKL AND SLER 1IE MUDL
ADVANTAGEOUS DhTle]m AGREEMENT FOR THE PICTURE, AND (2) TO

TO AGREEMEN THE COMPANY WHICH PROVIDE
THAT PERSONS RENDERING i u\u S OR OTHER MATERIALS OR FACILITIES IN
CONNECTION WITH THE DEVELOPMENT, PRODUCTION, DISTRIBUTION OR
OTIIER EXPLOITATION OF TIE FICTURF. STIALL RECFIVE, AS SALARY OR OTITER

3 . DEFERRED T
MPANY REVENUE,

THE MANAGERS PLACES / A MENT
OF THE. MANAGERS, AND THE. VIANAGERS’ ADVISORS AND THEREFORF. MAKES

I'T IMPERATIVE THAT PROSPECTIVE NON-MANAGING MEMBERS CAREFULLY
EXAMINE THE ABILITIES OF SUCH MANAGERS AND THE MANAGERS®
ASSOCIATES BEFORFE. CITOOSING TO PROVIDE ANY INVESTMENT NITREUNDER

DISTRIBUTIONS AND LIQUIDITY - DISIRIBUIION OF THE COMPANY’S PROCEEDS
0 THE MEMBERS WILL PROVIDE A PRIMARY SOURCE OF DISTRIBUTABLL CASIL
OR SECURITIES TO THE MEMBE

N
IN THE COMPANY.
INVESTMENT-RELATED RISK

AN INVESTOR WHO PURCHASES INTERESIS IN THE COMPANY SHOULD BE
AWARE. THAT THE. INVESTMENT IN THE COMPANY 1S HIGHLY SPECULATIVE AND
THAT SUCT INVESTOR RISKS LOSING SUCTT INVESTOR'S ENTIRF INVESTMENT.

ILLIQUIDITY OF INVESIMENT — THERE IS NO PUBLIC MARKET FOR THE

TO THE CONSENT OF THE
S C 0 INTERFSTS TIAVE NOT
EGISTERED UNDER THE SECURITIES ACT OF 193; AMENDED (THE
“ACT™), OR ANY OTHER APPLIC:
AXD MUST BE 1FLD INDEFINITELY
RECISTERED UNDER THE ACT, AND
OPINION OF THE MANAGER!
"
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SALE OF THE INTEKENTS WHICH FUKVMED THE BANN FOK THE EXEMPEION
FROM REGISTRATION UNDER THE A R ANY APPLICABLE STATE RITI
LAWS, PURSUANT TO WHICH SUCH INTERESTS WERE OFFERED, OR CAUSE A
TERMINATION OF THE ENTITY'S TREATMENT AS A COMPANY FOR FEDERAL
INCOME TAX PURP AS A RESULT OF THESE RESTRICTI¢ MEMBERS MAY
NOT BE ABLE TO LIQUIDATE THEIR INVESTMENT IN THE EVENT OF AN
EMERGLNCY, AND THE INIERESTS MAY NOT BE READILY ACCLPTED AS
COLLATERAL FOR A LOAN.

INHERENT UNCERTAINTY OF PROJECTIONS - THE INDICATIVE CASHFLOWS AND
CERTAIN FORWARD LOOKING STATEMENTS ARE BASED ON CERTAIN
ASSUMPTIONS AND OTITR INFORMATION AVATLABLE 'm TIF MANAGFRS.
HOWEVER, THE UNDERLYING ESTIMATES,
ARE INHERENTLY UNC llul'AlM) HM S MAY OCCUR
I MATERIALLY,
SHOULD BE AWARE THAT
MANY FILMS DO NOT GET RELEASED OR IF RELEASED ARE NOT
COMMERCIALLY 'CESSFUL, AND LOSE MONEY, A CONSEQUENCE, EACH
INVESTOR STIOULD RBE AWARFE TIAT NFIT THE COMPANY NOR 2
MANAGERS GUARANTEE OR WARRANT ANY SPECIFIC PROJECTED Ri
FROM AN INVESIMENT IN THE COMPANY, ACCORDINGLY, INV.
RETAIN AND RELY UPON THE ADVICE Of IR OWN PRO
WITH RESPECT TO THETR INDIVIDUAL SUITABILITY FOR
I'HE COMPANY AND T HE TAX CONSEQUENCES RESULTING THEREFROM.

THE TOREGOING LIST OF RISK FACTORS DOTS NOT PURPORT TO BE A COMPLE
ATI SINVOLVED IN AN INVESTMENT IN THE COM

ALE UX IHE INIEKESI> WHIUH FUKMED 1HE BAD) 1ML EALMPLION
TRATION UNDER THE A

TERMINATION O ) *S TREATMENT AS A COMPANY FOR FEDERAL
INCOME TAX FURPOSES, L1 OF THESE NS, MEMBERS MAY
NOT BE ABLE TO LIQUIDATE THEIR INVESTMENT IN THE EVENT OF AN
FMERGENCY, AND TIIE INTERESTS MAY NOT BE READILY ACCEPTED AS
COLLATERAL FOR A LOAN,

INHERENT UNCERTAINTY OF PRC

CERTAIN FORWARD LOOKING STATEMENT!

ASSUMPTIONS AND OTHER INFORMATION AVAT

HOWEVER, TIE UNDERLYING ESTIMATES, ASSUMPTIONS AND FUTURE EV

ARE INHERENTLY UNCERTAIN, AND UNANTICIPATED EVENTS MAY Orﬂm

WHICH WOULD CAUSE AC

FROM ANY FOREC?

MANY FILMS DO NOT GET A FASED ARE NOT
SSFUL, 0 NCE, FACH
AWARE THAT NEITHER THE COMPANY NOR THE

ANY SPECIFIC PROJECTED RESULT

R £
THE COMPANY AND THE TAX CONSEQUENCES RESULTING THEREFROM.

THE FOREGOING LIST OF RISK ORS DOES NOT PURPORT TO BE A COMPLETE
EXFLANATION OF THE RISKS INVOLVED IN AN INVESTMENT IN THE COMPANY.

SALL UL LUL INIEKL3I> WILUN FUKMLD LIE DAMD FUK 1UL LALMILL
| ROM REGISTRATION UNDER TIi

LAWS, PURSUANT TO WHICH S

TERMINAL

NOT BE ABLE
EMERGENCY, A J STS MAY NOT BE READILY A
COLLAIERAL FORA LOAN,

TNHERENT UNCERTAINTY OF PROJECTIONS — THE INDICATIVE CASHFLOWS AND
CERTAIN FORWARD LOOKING STATEMENTS ARE BASED ON CERTAI

ASSUMPTIONS AND OTHER INFORMATION AVAILABLE TO THE MANAGERS.
TIOWEVTR, TIIE UNDERLYING ESTIMATES, ASSUMPTIONS AND FUTURE. EVENTS
ARE INHERENTLY UNCERTAIN, AND UNANTICIPATED EVENTS MAY OCCUR
WHICH WOULD CAUSE ACTUAL RESULLS 10 VARY, PERHA ATERIALLY,
FROM ANY FORECASTED RESULTS. EACL INVESTOR SHOULD BE AWARE THAT
MANY FILMS DO NOT GET RELEASED OR IF RELEASED ARE NOT

INVESTOR SHOULD BE AWARE THAT NEITHER THE COMPANY NOR THE
MANAGERS GUARANTEE OR WARRANT ANY SPECITIC PROJECTED RESULT
FROM AN INVESTMENT IN THE COMPANY. ACCORD)

RETAIN AND RELY UPON THE ADVICE

WITH RESPECT TO THEIR INDIVIDUAL SUITABILITY FOR AN INVESTMENT IN
THE COMPANY AND THE TAX CONSEQUENCES RESULTING THEREFROM.

IHE FOREGOING LIST OF RISK FACIORS DOES NOT PURPORI TO BE A COMPLEIE
FXPLANATION OF THE RISKS INVOTLVED IN AN INVESTMENT IN THE COMPANY.
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TAX CONSEQUENCES OF AN INVEN TVIENT IN
‘OMPANY SHOULD BE DERED BY A
PROSPECTIVE INVESTOR ONLY AFTER OBTAINING ADEQUATE TAX COUNSELING
FROM THE PROSPECTIVE TNVESTOR’S OWN TAX ADVISOR, AND THIS OFFERING 1§
ADE ON THAT RA LAR, NO P 7 ORS D INVE:
IN THE INTEREST FOR THE PURPOSE OF OBTAINING A TAX BENEFIT WITHOUT
CONSULTING SUCH PROSPECTIVE INVESTOR'S OWN TAX ADVI:

ORS SHOULD BE AWARE THAT THE INTERNAL REVENUE
g EN BY THE COMPANY
. AS AMENDED (THE

REEME lnl-x\ ADVERSELY AFFECT THE TAX ASPEC
IN THE COMPAN

IMMARY OF SOME IMPORTANT FEDERAIL INCOME
TAX RISKS AND CONSIDERATIONS AFFECTING THE COMPANY AND PROSPECTIVE
IT DOES NOT PURPORT TO BE A COMPLETE ANALYSIS OF ALL THE
FD NOR A COMPIETE LISTING OF ALL POTENTIAL TAX RISK;
STORS ARE URGED TO CONSULT WITH THEIR OWN TAX ADVISORS
WILL AKFECT TH

AN INVESTMENT IN THE COMPANY 1S BASED UPON THE ¢
OF THE CODE, THE XIS Tn(‘ AND PROPOSED R

ADMINISTRATIVE CHANGES OR COURT DECISIONS WILL NOT OCCUR THAT
WOULD REQUIRE SIGNIFICANT MODIFICATION OF THE STATEMENTS

BECAUSE UF 1HE CUMPLEXILIES UF 1HE 1AX CUNSEQUENUED UF AN INVES IMEN1 IN
THE COMPANY, PARTICIPATION IN THE COMPANY SHOULD BE CONSIDERED BY A
PROSPECTIVE INVESTOR ONIY AFTER ORTAINING ADFQUATE TAX COUNSELING

“TIVE INVESTOR SHOULD INVE!
AINING A TAX BENEFIT WITHOUT

THAT THE INTERNAL REVENUE

C WITHALL TAX POSITIONS TAKEN BY THE COMPANY
AND THAT CHANGES IN THE INTERNAL REVENUE CODE OF 19 AMENDED (THE
“CODE"), OR THE REGULATIONS OR RULINGS OR OTHER DECISIONS AFTER THE DATE
OF TIIS AGREEMENT MAY ADVERSELY AFFECT TIIE TAX ASPECTS OF AN INVESTMENT
IN THE COMPANY.

MMARY OF SOME IMPORTANT FEDERAL INCOME
CTING THE COMPANY AND PROSPECTIVE
A COMPLETE ANALY
PROV S CUs » 0 S
PROSPECTIVE INVESTORS ARE URGED TO CONSULT W
TO DETERMINE THE EXTENT TO WHICH THESE RULES WILL AFFECT THEM.

E OF THE DISCU GES IN TAX LAWS - THE FOLLOWING
GENERAL DISCUS CRTAIN OF THE FEDERAL INCOME TAX ASPECTS OF
AN INVESTMENT IN THE COMPANY IS BASED UPON THE CURRENT PROVISIONS
F THE CODE, THE EXISTING AND PROPOSED REGULATIONS THEREUNDER
SULATIONS”), PUBLISHED RULINGS AND PROCEDURES
ASSURANCE CAN DE GIVEN THAT LE
ANGFS OR COURT DECISIONS WITL NOT OCCUR THAT
CANT MODIFICATION OF THE STATEMENTS

CHANGES MAY NOT BE RETROACTIVE WITH RESPECT TO TRANSACTIONS
ENTERED INTO PRIOR TO THE OCCURRENCE OF SUCH CHANGES. THE COMPANY

ROM TIIE IRS OR AN OPINION OF LEGAL COUNSEL WITH RESPECT TO ANY TAX
ASPECTS OF AN INVESTMENT IN THE. COMPANY.

PARTNERSHIP FOR US FEDERAL INCOME TAX PURPOSES UNI
IS MADE TO TREAT THE COMPANY AS A CORPORATION. THE M -\I\AC

UBE UI' 1L CUMPLEAILILS UF LIE JAX CUNSLUUENULY UL AN INVES IMEN L N
THE (mlr NY, PARTICIPATION IN TIIE COMPANY SHOULD DE CONSIDERED DY A
/ QUATE TAX INSELING
H{(Jl\l lm, PROSPECTIVE INVESTOR'S OWN TAX ADVISOR, AND THIS OFFERING IS
N PARTICULAR, NO PROSPECTIVE 1\\rc1'mz SHOULD INVEST
ST FOR THT PURPOSE OF OBTAIN TAX BENEFIT WITHOUT

CH PROSPECTIVE

PROSPECTIVE INVESTORS SHOULD BE AWARE THAT THE INTERNAL REVENIE
SERVICE (“TRS") MAY NOT AGREE. WITH ALL TAX POSITIONS TAKEN BY THE COMPANY
HE INTERNAL REVENUE CODE OF 1986, AS AMENDED (THE
ULATIONS OR RULINGS OR OTHER DECISIONS AFTER THE DATE
NT MAY ADVERSELY AFFECT TIIE TAX ASPECTS OF AN IN MENT

IN THE COMPANY,

IHE FOLLOWING 1S MERELY A SUMMARY OF SOME IMPORIANT FEDERAL INCOME
AFFECTING THE COMPANY AND PROSPECTIVE
i OF ALL THE

) v
TO DETERMINE THE EXTENT TO WHICH THESE RULES WILL AFFEC TTnm.

SCOPE OF THE DISCUSSION; CHANGES IN TAX LAWS - THE FO
v SION OF CERTAIN OF THE FEDERAL INCOME TAX ASPECTS OF

[HE CODE, THE
(*REGULATION:
COURT DECISIONS,
ADMINISTRATIVE CHANGES OR COURT DECT: WILL N UR THAT
WOULD REQUIRE SIGNIFICANT MODIFICATION OF THE STATEMENTS
EXPRESSED IN THIS SECTION, NOR SSU]
CHANGES MAY NOT BE mu\

HAS NOT REQUESTED, AND DOES NOT INTE EST. ANY TAX RULIN
FROM TIIF IRS OR AN OPINION OF LEGAL COUNSEL WITII RESPECT TO ANY TAX
ASPECTS OF AN INVESTMENT IN THE COMPANY,

COMPANY CLASSIFICATION — TIE COMPANY WILL LIKELY BE TREATED AS A

PARTNERSHI¥ FOR US FEDERAL INCOME TAX PURPOSES UNLESS AN ELECTION
10 TREAT THE COMPANY AS A CORPORATION. THE MAN:
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DINIKIBUTIVE. SHAKE UF THE COMFPANY'S INCUME, GAINY, LONSES,
AND CREDITS, WHETHER OR NOT ANY ACTUAL

DISTRIBUTIONS ARE MADE TQ SUCH MEMBER. A MEMBER OF A PARTNERSHIP

MAY OFFSET SUCH MEMBER'S SHARE OF COMPANY LOSSES IN A TAXABLE VEAR

IN SUCH YEAR,

AT-RISK, AND

INSUFFIC CASH DISTRIBUTIONS — EACH MEMBER 1S REQUIRED TO TAKE
INTO ACCOUNT IN DETERMINING SUCH MEMBER'S FEDERAL INCOME TAX
TIABILITY SUCH MEMBER'S DISTRIBUTIVE SHARE OF INCOME, GAINS, TOSSES,
DFDUCTIONS AND CREDITS OF TIT: COMPANY TRRESPFCTIVE OF ANV CASII
L SUCH MEMBER DURING THE TAXABLE YEAR. NO
TENDED WITH RESPECI
TO THE MEMBE. ERES . VHE] SH DIS MADE
TO THE MEMEE) I N BE NO ASSURANCE THAT IT WIT L BE SUFFICIENT
LIABILITY RESULIING FROM THE OWNERSHIP OF

INTERESTS.

OVERVIEW OF THE TREATMENT OF CERTAIN DEDUCTIONS - THE COMPANY
WILL ATLEMPL 1O DEDUCT ALL OF LHE ITEMS RIBED BELOW IN THE TIME
R SE 3 TIME AS T

, THERE ARE MANY FACTUAL AND
RESPECT 10 THE AVAILABILITY AND
NS, ONLY SOME OF WHICH ARE DISCUSSED BELOW,
TIII'RF CAN BE NO ASST v DE. TMED BY TITE COMP:
WILL BE ACCEPTED BY THE IRS 3 s,

ALLOCATION

INCOME OR LOS! VELL AS A NCOME, GAIN, LOSS. DEDUCTION
2 OMPANY, WILL BE BASED UPON

VARIOUS ALLOCATIONS OF SUCH LIEMS SET FORTH HERELN,

ALLOCATION 18 FOUND NOT TO TIAVE *

MANAG

ECONOMIC EFFECT BECAUSE THE MANAGERS INTEND TO MAINTAIN C

ACCOUNTS IN ACCORDANCE WITH THE REGULATIONS, DISTRIBUTE PROCEE

IN ACCORDANCE WITH THE MEMBERS' CAPITAL ACCOUNT BALANCES, AND

INCLUDE IN THE OPERATING AGREFMENT QUALIFIED INCOME OFFSET AND

MINIMUM GAIN CHARG 0 IN ADDITION, 2

DISIKIBULIVE SHAKE UF IHEL LCUMFANY > INCUME, L
DEDUCTIONS AND CREDITS, WHETHER OR NOT ANY ACTUAL CASH
DISTRIBUTIONS ARE MADE TO SUCH MEVIRER. A MEMBFR OF A PARTNERSIIP
MAY OFFSET SUC RS § / LOSSES IN A TAXARLE YEAR

AGAINSI SUCH MEMBER'S INCOME KROM OTHER SOUKCES IN SUCH YEAR,
SUBJECT TO CERTAIN LIMITATIONS, INCLUDING THE BASIS, AT-RISK, AND

INSUFFICIENT CASH DISTRIBUTIONS — EACH MEMBER IS REQUIRED TO TAKE
INTO ACCOUNT IN DETERMINING SUCH MEM| FEDERAL INCOME TAX

AND CREDITS OF THE COMPANY IRRESPECTIVE OF ns CA;
MADE TO SUCIL MEMBER DURING TIE TAXABLE YEAR. NO
GUARANTEED MINIVIUM ANNUAL DISTRIBUTION
TO THE MEMBERSHIP INTEREST!
TO THE MEMBERS, THERE C
TO SATISIY THE INCOME
INTERE;

OVERVIEW OF THE TREATMENT OF CERIAIN DEDUCTIONS — THE COMP
WILLATTEMPT TO DEDUCT ALL OF THE ITEMS DESCRIBED BELOW IN THE TIME
AND MANNER SET FORTH BELOW AT AS FARLIY A TIME AS THE MANAGERS
BELIEVE THE LAW PERMITS. HOWEVER, THERE ARE MANY FACTUAL AND
DUESTIONS INVOLVED WITH RESPECT TO THE AVAILABILITY AND
NS, ONLY SOME OF WHICH ARE DISCUSSED BELOW, AND

« 55, AS WELL AS ANY ITEM OF INCOME C
EDIT RECOGNIZED BY THE COMPANY, WILL BE BASED UPON
ALLOCATIONS OF SUCH ITEMS SET FORTI HEREIN,
ATION IS FOUND NOT TO HAVE “SUBSTAN
MANAGERS BELIEVE THAT THE ALLOCATI
ECONOMIC EFFECT BECAUSE THE MANAGERS INTEND TO MAINTAIN €A
ACCOUNTS IN ACCORDANCE WITH THE REGULATIONS, DISTRIBUTE PROCEEDS
ORDANCE WITH THE MEMBERS' CAPITAL A( N
DE IN THE OPERATING AGREEMENT

DISIKIBULIVE SUAKL Ul LHL CUMIANY'S INLCUME,
DEDUCTIONS AND CREDIT o OR NOT ANY
1s EMRBER. A MEMEFR 0
HARE OF COMPANY LOSS )
S INCOME FROM OTHER SOURCES IN SUCH \F\R
TIONS. INCLUDING TTIE BASTS. AT-RISK, AND

INSUFFICIENT CASH DISTRIBUTIONS — EACH MEMBER 18 REQUIRED 1‘1) TAKE
INTO ACCOUNT IN DETERMINING SUCH MEMBER'S FEDERAL © TAX
A v ME, GAINS, |.l
AND CREDITS OF THE COMPANY IRRESPECTIVE OF ANY CASH
nl%mlnl'"n\h MADF. TO SUCTI MEMBFR DURING TIIE TAXABLE YEAR. NO
GUARANTEED MINIMUM ANNUAL DISTRIBUTION IS INTENDED WITH RESPECT

URANCE THAT IT WILL BE SUFFICIENT
TY RESULTING FROM THE OWNERSHIP OF
INTERESTS,

OVERVIEW OF THE TREATMENT OF CERTAIN DEDUCTIONS - THE COMP:
WILL ATTEMPT TO DEDUCT ALL OF THE ITEMS DESCRIBED RELOW IN THE T|

T AS EARLY A TIME AS THE MANA

TR, THERE ARE MANY FACTUAL

TO THE AVAILABILITY

H ARE DI
URANCE THAT DEDUCIIONS CLAIMED BY THE ¢
WILLRE ACCEPTED RY THF. TRS OR BY A COURT IN AT L INSTANCES.

ALLOCATIONS - EACH MEMBER'S ALLOCABLE RE OF OVERALL NET
INCOME OR LOSS, AS WELL AS ANY ITEM OF INCOME, GAIN, LOSS, DEDUCTION

ACCH

IN ACCORDANCE WITH THE MEMBERS' CAPITAL ACCOUN
INCLUDE IN THE OPERAT!

MINIMUM € C c
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TAX ANFEUTS UF THE COMPANY, WHICH THE MANAGEKY DEEM Iy
DETRIMENTAL TO THE COMPANY OR THE MEMBERS, THE MANAGERS MAY
EMPLOY ANY LEGAL MEANS NECESSARY TO CHALLENGE AND DEFEND AGAINST
THE TRS’ DETERMINATION. THIS COULD INVOLVE THE INCURRENCE OF

LIMITATIONS OF DEDUCTION OF LO: - A MEMBLR WILL BE SUBJECT TO
CERTAIN LIMITATIONS RELATED TO THE ABILITY TO DEDUCT LOSSES

2 L ITATIONS
DESCRIRED HEREIN, NO MEMBER SHOTULD ASSUME, AND NO REPRESENTATION
1S MADE TTERFIN, TITAT A TAX DEDUCTION OR CREDIT WILL BE AVAILARLT TO

H MEMBER FROM THE COMP: ) REDUCE SUCH MEMBER'S FEDERAL
TAXABLE INCOME OR FEDERAL INCOME TAX.

BASIS LIMITATION - A MEMRER IS ALLOWED TO DEDUCT SUCH MEMRER
DISTRIBUTIVE SHARE OF THE COMPANY’S LOSSES OR DEDUCTIONS FOR ANY
TAXABLE YEAR ONLY TO THE EXTENT OF THE MEMBER'S ADJUSTED BASIS OF
THE MENTD S AT TIIE FN SUCTI YFAR. 1.OSSFS TIAT EXCEED
H ADJUSTED BASIS MAY BE CARRIED FORWARD INDEFINITELY AND,

I 10 OTHER APFLICABLE LIMITATIONS, DEDUCIED IN SUCCEEDING

SUCCEEDING

SUCH YEAR. IN ABDITION, ANY MONEY DISI

DISTRIBUTED) TO A MEMBER IN EXCESS OF THE MEMBER’S ADJUSTI r
THE. MEMBER'S INTERESTS WILL BE TAXED AS GAIN FROM TIE SALE OR
EXCHANGE OF THE MEMBER'S INTERESTS

PASSIVE ACTIVITY LOSS LIMITATION - THE INTERESTS SHOULD BE TREATED AS
AN INVESTMENT IN A PASSIVE ACTIVITY, AND THE MEMBERS WILL NOT BE
PARIICIPAL IN TH E
GENERATED BY THE COMPANY AND ALLOCATED
MEMBER MAY BE DEDUCTED IN ANY TAXABLE VEAR SOLELY TO TIIE. EXTENT
OF SUCH MEMBER'S

DISALLOWED LOSS OR CREDIT FROM A PASSIVE ACTIVITY WILL BE TREATED
A DEDUCTION OR CREDIT ALLOCABLE TO SUCH ACTIVITY IN THE NEXT
TAXABLE YEAR, THE PASSIVE [ RULES PROVIDE THAT rvn\ A FULLY
ABLE DISPOSITION OF THE TAXPAYER'S ENTIRE INTERE!
SPENDED LC

A ASFEULD UF IHL LUMES WHILH IHE MANAGEKS DLEM 1>
DETRIMENTAL TO THE COMPANY OR THE MEMBERS, THE MANA( MAY
FMPLOY ANY LEGAL MEANS NECESSARY TO CHALLENGE AND DEFEND AGAINST
THE IRS' DETERMINATION. THIS

SIGNIFICANT L

LIMITATIONS OF DEDUCTION OF - A MEMBER WILL BE SUBIECT TO
ERTAIN LIMITATIONS RELATED TO THE ABILITY TO DED! LOSSES
ALLOCATED FROM THE COMPANY TO SUCH MEMBER DURING ANY YEAR. DUE
TO THE PASSIVE ACTIVITY LOSS LIMITATION AND OTHER LIMITATIONS
DESCRIBED HEREIN, NO MEMBER SHOULD ASSUME, AND NO REPRESENTATION
IS MADE HEREIN, THAT A TAX DEDUCTION OR CREDIT WILL BE AVAILABLE TO
MEMBER FROM TIIE COMPANY TO REDUCE SUCH MEMBER'S FEDERAL
TAXABLE INCOME OR FEDERAL INCOME TAX,

CH MEMEBER’
COMPANY’S LOSSES OR DEDUCTIONS FOR ANY
TAXABLE YFAR ONLY TO THE EXTENT OF THE MEMBER'S ADJUSTED BASIS OF
0 EA OSSES THAT EXCEED
ED BASIS MAY BE CARRIED FORWARD INDEFINITELY AND,
SUBIECT TO OTHER APPLICABLE LIMITATIONS, DEDUCTED IN
YEARS TO EXTENT SUCH ADJUSTED BASIS AT THE END O
SUCCEEDING 2 U :
SUCH YEAR. IN ADDITION, ANY MONEY DISTRIBUTED (OR DEEMED
DISTRIBUTED) TO' A MEMBER IN EXCESS OF THE MEMBER'S ADJUSTED BASIS IN
THE MEMBER'S INTERESTS WILL BE TAXED AS GAIN FROM THE SALE OR
EXCHANGE OF THE MEMBER'S INTERESTS,

PASSIVE ACTIVITY LOSS LIMITATION - THE INTFR/ OULD BF. TREATED AS
AN INVESTMENT IN A PASSIVE ACTIVITY, AND THE MEMBERS WILL NOT BE
ACTIVELY OR MATERIALLY PARTICIPATING IN THE MANAGEMENT OF THE
COMPANY. TIIUS, LOSSES GENERATED BY THE COMPANY AND ALLOCATED TO A
VY TAXABLE YEAR SOLELY TO THE EXTENT

IVE ACTIVITY INCOME AND CREDITS GENERALLY

TAX ALLOCABLE TO THE PASSIVE ACTIVITIES. ANY

O\Vrn 10SS OR CREDIT FROM A PASSIVE ACTIVITY WILL BE TREATED AS

I N OR CREDIT ALLOCABLE TO SUCH ACTIVITY IN THE NEXT
TAXABLE \]_\IL THE PASSIVE LOSS RULES PROVIDE THAT UPON A FULLY
TAXABLE DISPOSITION TAXPAYFR'S ENTIRE INTF IN A PASSIVE
ACTIVITY, ANY SUSPENDED S WILL BE DEDUCTIBLE WITHOUT REGARD

JAA AFLUID UI 1HE CUMPANY, WUILH LUL MANAGLKY ULLM 1>
AL TQ TIE COMPANY OR TUE MEMBERS, TIE MANAGERS MAY

FGAL MEANS NECFSSARY T0 CHALLENGE AND DEFEND AGAINST

s © DULD INVOLVE ‘THE INCURRENCE OF

OF DEDUCTION OF LOSSES - A MEMBER WILL BE SUBJECT TO

CERIAIN LIMITATIONS RELATED 10 THE ABILIIY 1O DEDUCT LOSSES
ALLOCATED FROM THE COMPANY TO SUCH MEMBER DURING ANY YEAR. DUE
THE PASSIVE ACTIVITY LOSS LIMITATION AND OTHER LIMITATIONS

S ATION

l\ MADE HEREIN. THAT A TAX DEDUCTION OR CREDIT WILL BE AVAILABLE TO

MEMBER FROM TIIE. COMPANY TO REDUCE. SUCH MEMBER'S TEDFRAI
n\am,[ INCOME OR FEDERAL INCOME TAX,

DASIS LIMITATION — A MEMBER IS ALLOWED TO DEDUCT SUCH MEMBLR'S
DISTRIBUTIVE. SHARE OF THE COMPANY'S LOSSES OR DEDUCTIONS FOR ANY
TAXABLE YEAR ONLY T y RS

THE MEMBER'S INTERESTS AT THE END OF SUCH YEAR. LOSSES THAT EXCEED

SUCH ADIUSTED BASIS MAY BE CARRIED FORWARD INDEFINITELY AND,
URJECT TO OTHER APPI L VT DEDUCTED IN

& REDUCTION BY ANY LOSS

ADDITION, ANY MONEY DISTRIBUTED (OR DE
DISTRIBUTED) TO A MEMBER IN EXCESS OF THE MEMBER'S ADJUSTED EA
THE MEMBER'S INTERESIS WILL BE TAXED AS GAIN FROM THE S.
FEXCHANGE OF THE MEVIBER'S INTERFSTS,

PASSIVE ACTIV LIMITATION - THE INTERESTS SHOULD BE TREATED
AN INVESTMENT IN A PASSIVE ACTIVITY. AND THE MEMBERS WILL NOT BE
ING IN

UCTION OR CREDIT ALLOCABLE TO SUCH ACTIVITY IN THE NEXT
R. THE PASSIVE 1.OSS RULES PROVIDE THAT UPON A FULLY

IN OF THE TAXPAYER'S ENTIRE INTEREST IN A PASSIVE

ACIIVITY, ANY SUSPENDED LOSSES WILL BE DEDUCTIBLE WITHOUT REGARD
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N KULEN AFFLY 1O INDIVIDUALS, ENTATEN, TKUNTY,

AND ANY PERSONAL SERVICE PORATION,
INCOME ALLOCABLE TO A MEMBER WILL GENERALLY BE FILM INCOME, AND
MEMBERS SUBTECT TO THE PASSIVE ACTIVITY LOSS RULES WILL NOT BE ABLE
TO DEDUCT PASSIVE LOSSES AGAINST ST IME.

AF-RISK LIMITATION - EACH MEMBER'S DEDUCTION OF THE MEMBER’ RE
OF ALLOCABLE LO! FROM THE COMPANY WILL BE LIMITED TO SUCH
ONS THE MEMBER'S SHARE OF ANY

R 8
QUALIFIED NON-RECOURSE FINANCING.

CAPITAT, LOSS LIMITATION — NON-CORPORATE. MEMBERS ARF. ABLF. TO DFDII

APITAL L LELY TO THE EXTENT OF CAPITAL GAINS PLI 000,
CORPORATE MEMBERS ARE ABLE 1O DEDUCT CAPITAL LOSSES SOLELY T0 THE
EXTENT OF CAPITAL GAINS. UNUSED CAPITAL LOS MAY BE CARRIED
FORWARD TO FUTURE TAX YEARS,

MISCELLANEOUS ITEMIZED EXPEN: A NON-CORPORATE MEMBER'S
DEDUCTION OF MISCELIANTOUS ITEMIZED FXPENSES IS TIMF TO THE
)F THOSE AMOUNTS OVER 2% OF THE INDIVIDUAL'S ADJUSTED GRO!
LIMITATION MAY APPLY 10 A NON-CORPORATE MEMBER'S
OMPANY’S EXPENSES. ALSO, SUCII EXPENSES WILL NOT BE
ERNATIVE MINIMUM TAXABLE INC

ASH DISTRIBUTIONS — CASH DISTRIBUTIONS GENERALLY WILL NOT BE

THE AMOUNT RECEIVED WILL REDUCE THE BASIS OF SUCH INTERESTS
OT BELOW ZERO). CASH DISTRIBUTIONS IN EXCESS OF SUCH

A 5. TANABLE IN ACCORDANCE WITH THE RUL
DESCRIBED BELOW WITH RESPECT TO A SALE OR OTHER DISPOSITION OF
INTERESTS. A REDUCTION IN A MEMBER'S SHARE OF COMPANY LIABILITIES
MAY BE TREATED IBUTION OF CASH TC H MEMBER.

SALE OR OTHER DISPOSITION OF INTERESTS ~ GAIN OR LOSS REALIZED ON THE
NGE OF ALL OR PART OF A MEMBER’

MAY BE S
TIBILITY ON THE MEMBER'S TAX RETUR?

KEALIZED. 1HE PASMVE LUSY KULESAFFLY 1U INDIVIDUALS, ESIALL, IKUSIS,
CLOSELY-HELD CORPORATIONS AND ANY PERSONAL SERVICE CORPORATION.
INCOME ALLOCABLE, TO A MEMBER WILL GENERALLY BE FILM INCOME, AND
MEMBERS SUBJECT TO THE PASSIVE ACTIVITY LOSS RULES WILL NOT BE ABLE
IO DEDUCT PASSIVE LOSSES AGAIN UCH INCOME.

T-RISK LIMITATION - FACIT MEMBER'S DEDUCTION OF TIE MEMBER
SES FROM THE COMPANY WILL BE LIMITED TO

CAPITAL LOSS LIMITATION - NON-CORPORATE MEMBERS ARE ABLE TO DEDUCT

ITAL LOSSES SOLELY TO THE EXTENT OF CAPITAL GAINS PLUS $3.000.
CORPORATE MEMBERS ARE ABLE TO DEDUCT CAPITAL LOSSES SOLELY TO THE
EXTENT OF CAPITAL GAD A LO MAY BE CARRIED

LIMITED TO THE

OF THOSE AMOUNTS OVER ND AL'S ADJUSTED GROSS

THIS LIMITATION MAY APPLY TO A NON-CORPORATE MEMBER'S

F THE COMPANY'S EXPENSES. ALSO, SUCH EXPENSES WILL NOT BE
ALLOWED IN CALCULATING ALTERNATIVE MINIMUM TAXABLE INCOME.

"ASH DISTRIBUTIONS — CASH DISTRIBUTIONS GENERALLY WILL NOT BE
ME TO A MEMBER TO THE EXTENT OF SUCH MEMBER"

IN THE MEMBER'S INTERESTS IMMEDIATELY BEFORE THE DISTRIBUTION, BUT

THE AMOUNT RECEIVED WILL REDUCE THE BASIS OF SUCH INTERESTS (BUT

NOT BELOW ZFRO). CASH DISTRIBUTIONS TN FXCI OF ST RAS'

G ALLY WILL BE CONSIDERED TO RE GAIN FROM THE SALFE OR EXCHANGE

OR (IT“I‘R DISPOSITION OF INTERESTS — GAIN OR LOSS REALIZED ON THE.

ALL OR PART OF A MEMBER'S INTER WILL

:,muul_u BE TREATED AS CAPITAL GAIN OR LOSS. A CAPITAL LOSS UPON A

SALE OR EXCHANGE MAY BE SUBJECT TO SEVERE LIMITATIONS ON
DEDUCTIBILITY ON THE MEMBER'S TAX RETURNS.

KLALIZLD. 1IL FASIVE LUSS KULLS AFTLY 1U INUIVIDUALY 13, IKUALDS,
CLOSELY-IIELD CORPORATIONS AND ANY PERSONAL SERVICE CORPORATION.
INCOMF. ALLOCARLE TO A MEMRBER WILT. GENERALLY RE FILM INCOVE, AND
MEMBERS SUBJECT TO THE PASSIVE ACTIVITY LOSS S RE ABLE
TO DEDVICT PASSIVE LOK AGAINST SUCH INCON

AT-RISK LIMITATION - EACH MEMBER'S DEDUCTION OF THE MEMBER!

OF ALLOCABLE LOSSES FROM COMPANY WILL BE LIMITED 10 S

MEMBER'S CASH CONTRIBUTIONS PLUS THE MEMBER'S SHARE OF ANY
ALTFTED NON OURSE FINANCING.

CAPITAL LOSS LIMITATION - NON-CORPORATE ME! EERb.\RE.\BLE r(l DEDUCT

APITAL LOSSES SOLFLY TO THE EXTENT OF CAPITAL G LUS $3.000.
CORPORATE MEMBERS ARE ABLE TO DEDUCT CAPITAL L Rr: Kﬂrrl\ TO THE
EXIENT OF C AL GAINS, UNUSED CAPITAL LO BE CARRIED
FORWARD T TURE TAX YEARS.

MISCELLAN

RIBUTIONS GENERALLY WILL NOT BE
INCOME 10 A MEMBER TO THE EXI] UCH MEMBER'S BASIS

TN THE. MEMBER'S INTERESTS TWMEDIATELY BEFORE THE. DISTRIBUTIO!
TIF. AMOUNT RECFIVED WILL REDUCF TITE BASIS OF SUCH INTERFSTS (RUT
NOT BELOW ll_]:ln s

SALE OR OTHER DISPOSITION OF INTERESTS —
SALE OR EXCHANGE OF ALL OR PART OF A MEMBER®
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TRANSEEKEE ACQUIKED AN INTEKEST DIKECTLY IN THE TRANFEKEE'S SHAKE,
THE ASSE 0

EQUAL IN THE AGGREGATE TO THE TRANSFEREE'S BASIS IN THE

TRANSFEREE'S COMPANY INTEREST AT THE DATE OF ACQUISITION. THE

MANAGERS HAVE THE RIGHT, IN THEIR

TRANSPEREE OBTAINING THE BENEFIT OF A

FAILURE TO MAKE SUCH AN ELECTION DOES NOT AFFECT THE RIGHT OF THE
MANAGFRS TO MAKF OR DECTINE TO MAKT SUBSFQUENT FILFCTIONS. T1

LIQUIDATION OF THE COMPANY — A MEMBER WILL NOT ORDINARILY
RECOGNIZE GAIN OR LOSS UPON TERMINATION OF THE COMPANY AND
N

lm ADJUSTED BASIS THE LS IN THE

MEMBER'S COMPANY II\TEIiLRT EXCEEDS THE SUM OF ANY CASH RECEIVED.

TAX ACCOUNTING - THE COMPANY WILL BE REQUIRED TO FILE AN
INFORMATION TAX RETURN. THE MANAGERS INTEND TO PROVIDE
INFORMATION ON ITS OPERATIONS TO ALL MEMBERS (AND ANY ASSIGNEES OF
INTERESTS NOT YET ADMITTED AS SUBSTITUTED MEMBERS) WITHIN 90 DAY
AFIER THE CLOSE OF EACH FISCAL YEAR OF THE COMPANY FOR
MEMBERS" USE IN PREPARATION OF THEIR INCOME TAX RETURNS

QUIKED AN INIEKESL DIKECILY IN LHE 1KANFEKEE
OF THE COMPANY, WITH A NEW TAX BA!
L IRFGATE TO THE
COMPANY INTERES
MANAGERS HAVE THE RIGHT, IN THEIR A OLUTE DISCRETION, 10
MAKE OR DECLINE TO MAKE AN ELECTION WHICH WOULD RESULT IN SUCH
BASIS TOR
LE OF THE COMPANY’S

ASSETS. THE

OF THE COMPANY — A MEMBER WILL NOT ORDINARILY
GAIN OR LOSS UPON TERMINATION OF THE COMPANY AND
DN OF THE COMPANY" S TO THE MEMBERS, HOWEVER, GAIN

\\ULLU BE RECOGNIZED TO THE EXTENT OF ANY CASH DISTRIBLTION

OF THE ADJUSTED BASIS OF THE MEMBER'S INTERI IN THE

mlh\\ IMMEDIATELY BEFORE DISTRIBUTION. GENERALLY, A LOSS WOULD

NOT BE RE! IZED UNLE: MEMBER RECEIVES ONLY

ONLY TO THE EXTENT THAT THE MEMBER'S ADJUSTED TA:

MEMBER’S COMPANY INTEREST EXCEEDS THE SUM OF ANY RECEIVED,

TAX ACCOUNTING — THE COMPANY WILL BE REQUIRED TO FILE AN
INFORMATION TAX RETURN. THE MANAGERS INTEND TO PROVIDE
INFORMATION ON ITS OPFRATIONS TO ATL MEMBERS (AND ANY ASSIC

AFIER THE C ™
MEMBERS’ USE IN PREPARATION OF THEIR INCOME TAX RETURN

IKANDILKEL AUQUIKED AN INLEKEST DIKEUILY IN IHE 1KANFEKELD DUAKL
OF TIE ASSETS OF THE COMPANY, WITII A Y TAX BASIS FOR SUCIL ASSETS
QUAL IN THE AGGREGATE TO THF ANSFE S BASIS IN THE
TRANSFEREE'S COMPANY INTEREST Al
MANAGERS HAVE THE RIGHT, IN THEIR
MAKE OR DECLINE TO MAKE AN F
TRANSFEREE OBTAINING THE BENEFIT
PURPOSES OF DETERMINING GAIN '.)IE LUSS ON LHL
SSETS, IF SUCH TRANSFEREE
SHARE OF THE. COMPANY’S
FAILURE TO MAKE SUCH AN ELECT 0
MANAGERS TO MAKE OR DECLINE TO' MAKE SUBSEQUENT ELECTIONS. TH
MANAGERS' DECISION REGARDING TIIE MAKING OF SUCTI AN FLECTION SIALIL
BE MADE IN THE REST INTERESTS OF THE COMPANY BASED OK THE ADVICE OF
COUNSELAND IHE COMPANY'S ACCOUNTANTS,

THE COMPANY - A MEMBER WILL NOT ORDINARILY
R LOSS UPON OF 3
10N OF THE COMPANY

ONLY TO THE EXTENT THAT THE MEMBER'S
MEMBER'S COMPANY INTEREST EXCEEDS THE SUM OF ANY C

TAX ACCOUNTIN THE COMPANY WILL BE REQUIRED TO FILE AN
INFORMATION TAX RETURY. THT. MANAGERS INTEND TO PROVIDE
INFORML ON ITS OPERATIONS TO ALL MEMBERS (AND ANY A

INTERESTS NOT YET ADMI X
AFTER THE CLOSE OF EACH FISCAL YEAR OF THE COMPANY FOR THE
MEMBERS' USE IN PREPARATION OF THEIR INCOME TAX RETURNS
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