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IDENTIFIED IN THIS AGREEMENT REGARDING THE WATERFALL SCHEDULE
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NT INVOLVES VARIOUS RISKS RELATING BOTH TO THE NATURE
T OF THT. COMPANY TF. INDUSTRY ITSFLF ANT) K
UITABLT. ONTY TOR PTRSONS OR TNTITITS WITIT THT TTNA
T (0 e KU AN IO L LRA VTR IR T MRS 1 K TV NP
EOILLIQUIDILY I TS INVESIMENI LHERLEORE, UN ADDLION 10 111 MAL LG
RE IN THE AGREEMENT. PROSPEC
ORS:

(ELATED RISKS

JONS WITH RESPRCT TO TIHT MANAGRMENT OF THT. € JVPANY WIT T B MARF: BY
TR QF COMPANY (THI “M. AGTR’S SOLT DISCRETION.
THE PICTURE WILL LARGELY DEPEND ON THE QUALITY OF THE
GEMENT OF THE COMPANY. THE MANAGER, WILI1 THE ADVICE AND ASSISIANCE
L PROFESSIUNALS, WILL X
THT. COMPANY AND
THAT THE MANAGER HAVE THE NTCTSSAR
FXPERITNCT TO SUPERVIST. THE MANAGEMINT OF OMPAN
ASSURANCE THAT TIE \ e e
COMPANY'S OPERATIONS WILL BE SUCCESSFUL.  FINANC m.\ WILL RECEIVE AN
EG AIC INIEREST IN THE PICIURE, BUI SHALL NOT BE PARIICIPANLS IN
ANAGEMENT OR THE F @ IRE. 4 >l.lru~:.L‘x
RIGIIT TO VOTT. ON, A
CONTROL, AND MANAGER-APPROVED ACTIONS MAY 1 APPROVED DESPITI TII
NCIER'S DISSENT FROM SUCH ACIONS. UNLESS OLHERWISE DISCLOSED BY LHE
y ox
S ATURE FILM PREVIOUSLY, AND NO
ASSURANCE CAN B HAD THAT THEIR RFFORTS WILT. RE SUCCESSFUT FOR THE PICTURF.

G FISTORY — THT, COMPAXY HAS RETN TN FXISTINCE FOR &
RISKS INCIDENT TO THT:
CRTATION AND DIVELOPMENT OF A NFW BUSINTSS, INCLUDING TITE ATSENCT. OF
\M: MINIMAL NET WORIE, EURTHERMORE, THE CUMPAN
HAS A FULL LENGIH MOTION
COMPANY AND THE \H:nahu = L CONTINUE TO, ENDEA)
OTEEKWIE RETAIN OF THOSE PER v
RY TO SUICC T PUCT AND DISTRIBUTT A TULLT
WILL B SUCCESSIUL IN TIHESE

MANAGER'S IS OF INTEREST  THE MANAGER 1S NOT REQUIRED 'I0
ENDER EXCLUSIVE SERVICES 1IN CONNECEION WILH THE PIC uu.t OIR THE COML?
GEL RODUCTION AND THE TALEX VE INTERES
THAN ACTING SorR o THE €
WITH THE PRODUCTION OF OTHTR FILMS. IN ADDITION, THE:

MAKING THE INVESTMENT INVOTYTS VARIOUS RISKS RELATING BOTH TO THT NATURE
OF THE MANAGEMENT OF THE COMPANY AND THE MOVLE INDUSTRY ITSELF AND IS
IHEREFORE SUIABLE ONLY FOR PERSONS OR ENITHES WITH THE FINANCIA

CABABILLLY OF M ND HOLDING LONG - 1ERM INVES TMENTS WHO HAVE NO

FOR TIQUIDITY TN THIS INVESTMENT. THTRETORT, TN ADDITION T0» THE MATTFRS STT
FORTH FISFWHER. I THT. AGRRFMTNT, PROSPRCTIVE FINANCITRS SHOLT CONSIDFR

EXCEPT A FORTIL IN THIS AGRIEMIN
NAGEMENT OF THE COMBANY WILL B MADE Y
AG w Sl
M F MARAGER, 1
OF OTHTR ONATS, ATIMINISTTR ALL
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e
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U WIST. |
NAGTR, N TITHIR THE. COMPANY, TIHT MANAGTR NOR ANY
ADVISORS HAS MANAGED OR PRODUCED A FRATURE FILM PRI LY, AND
ASSURANCIL CAN BT TIAD TITAT TIEIR TTTORTS WILL B SUCCESSFUL FOR TIT PICTUR

LIMITED OPERATING HISTORY  THE COMPAI § BEEN IN EXISTENCE F(
ERY SHORT PERIOD OF TIME. AND IS SUBIECT TO ALL THE RISKS INCIDENT TO THE
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LCONOMIC INTLREST IN THE PICTURE, BUT SHALL NOT BE r.Rn( IPANTS IN TIIC
MANAGEMENT OR THE OPERATIONS OF THE COMPANY OR THE PICTURE. ACCORDINGLY
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MANAGLR, NUITIIER I MANAGER NOR
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RENDER EXCLUSIVE. SERVICES IN CONNI N WITIL THE PICTURE OR THT COMPANY
TUE MANAGER, TIE PRODUCTION TEAM AND THE TALENT HAVE INTERUSTS 1N A
ARIETY OF ACTIVITIES OTHER THAN ACTIN MANAGER )}

INCLUDING INVOLVEMENT WITH THE FRODUCTION OF OTHER FILMS. IN ADDITION, THE




'S AND/OR THE TALENT'S TIME BELWEEN THE COMPANY AND ONE OK MO
I OTHTR ACTIVITIES, TIONALL iTR MAY FNTTR INTO
TTMINTS WITIH THE COMPANY. THT TRRMS OT SUCTT AGREEMINTS
RISULT OF AN ARMS-LINGTI TRANSACTION, BUT B CONS
. OR LESS THAN, INDUSIRY SIANDARDS FOR THE 7 LALED SERVICES RENDERED
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CONNECTION WITH TH: €
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THERE 15 NO A CE THAT UNFORESEEN EVENTS WILL NOT R,

RESULTING IN THE NEED O RALSH ADDITHORAL FONDS BEYOMD WHAT TE COMIANY
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T0 RAISI ARDITIONAL GAPIEAL. T FIND FUTIRIL O ONS AND TO SATISFY
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ADDITIONAL NEEDED FUNDS COULD m\t \ MATERIAL ADVERSE EFFECT ON THE

HE MANAGER. IN ADDILON, IU 5 ANIICIATED 1HAL RAISING

AL FUNDS WILL u: LT IN ADDITIONAL DILUTION OF EACH OFFEREE'S

OF FINANCITRS — FIN, 2 IT, INDTR APPI
IPA] N AMOUT 0 ANY DISTRIBUTION M y
THE COMPANY c A TRIBLTION 15 MADE, THE REMAINING
IS OF THE COMPANY [ FICIENT TO DAY 118 THEN QUISTANDING
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11 BE DISTRIBUTED TO THE FINANCIERS ONIY AFTER THT.
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UNDER SUCH PROVISION COULD REDUCE OR DEPLETE THE ASSETS OF THE COMPANY

JIREME m AND T
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OF OTHER FILMS IN ARRANGING FOR DISTRIBUTION IN ALL AVAILABLE MARKELS AND
1EDIA, IN THE DISIRIBUIION PHASE, COMPE, ALLA

D WEDIA REQUIRTD TOR THT. §
wicTy R, TH PICTURT, WILI. B COMPTTING DIRFCTL

SinEEs
ON OF MOTION

MMTRC s
AUDITNCT, ACCTPTARCT, OF THT PICTURT, WHICH IS FXTREMELY DIFTIC

AND, THEREFORE, INHERENTLY ANY FILMS ARE PRODUCED EACH
NEVER RELEASED. MANY FILMS ARE RELEASED EACH VE mum

¥ MARKETS IS PARTICULARLY DFPTNDINT UPON Prm IRMANCT. TN
DOMESTIC THEATRICAL DISTRIBUTION

NEITHER THE MANAGER NOR THE COMPANY CAN PREDICT THE ECONOMIC SUCCESS OF
THE PICTURE BECAUSE THE REVENLUE DERIVED FROM THE DISTRIBUTION OF A MOTION
HICH DOES NUT NECESSARILY BEAR ANY CORRELATIC

TRIBUTION COSTS INCURKID) DFPFNDS PRIMAR N
T BY THE PURLIC, WHIC SNOT An ACCURATRIS PRIDCITD, TUG
SUCCTSS OF A MOTION PICT! ATS0 DRPEND 1C's
E OF COMPETING FILMS, AILABILITY OF ALTE
MENT AND LEI HIME ACIIVITIES, GENERAL ECONOMI NS
AND OTHER IANGILE AND INIANGIBLE FACTORS, AL 1 CAN CHANGE AND
CANNOI BE PREDICIED WIIK CERTANIY. NELIHER AN HE COMPANY

WOULD NOT RECTIVE ANY NET REVENUTS FOR TIT PICTURE

PRODUCTION | PARTICULARLY AS PRODUCED BY INDEFENDENT FILMMAKERS,
MOTION PICT WRATE BLSINESS VENIUR un 15 OWN
EMENT, UDGELARY

L RE  ARE N

PRODUCTION, INCIUDING DRATH OR DI

CAUSING DELAYS, DESTRUCTION OR MA

INABILITY PRODUCTION  PIRSONNTIL RUDGITARY  OR
ING REQUIREMENTS AND PHYSIC DAMAGE 10 THE

PICLURE IISELE. ALLHOUGL SOME OF TLESE IROBLEMS MAY BE COVERED B L1

COMPAN SURAN TURE, SIGNIFICANT DIFFICULTLES SUCH AS THESE

MAY MATFRIATIY TNCRTAST THE COST OF PRODUCTION OR MAY CAUST. THE FNTIRT:

PROITCT TO BE ARANDONED.

OF OTHT S IN ARK ANGING FOR DISTRIRUTION IN ATL AVAILARBLT MARKTTS AND
MrDIa, ™ T RISTRIBUTION PLAST, COVPRTITION WILT. LIV T AATIAFATY OF
SUCH MARKETS AND MEDIA REQUIRLD FOR TIIE S UL DISTRIBUTION OF THE
PICTURE. ‘THE PICTURE WILL BE COMPETING DIRECTLY WITH OTHER MOTION PICTLIRES
AND INDIGHIILY WETH OTHIR LBV DK PUMLK: ENTERIAINMENT. THK LOMPASY
W) PETE WITH NUMEROUS LARGE] PICTURE PRODUCTIO P
ANDY DISTRIGUTION COMPARTES, W VTi SUHSTANTIATLY GREATTR RESOURCTS
TARGFR AND MORT r‘err\«rn DUCTIC N AND IS STATTS
TSTARLISHED HISTORITS OF C LCTION AND DISTRIBUTION €
PICTURES.

SUCCESS  THE PICTURI S PRIMARILY DEPENDENT ON
CEFTANCE OF THE FICTURE, WHICH IS EXT EMELY DIFFICULT T PREDI
RE. INHERENTLY RISKY. MANY FILMS ARE FROD
ANY FILMS ARE REIEASFD EACH ARE
UCCTSSFLT. AND FATL T0 RCOUP THTIR PRONUCTION COSTS FROM
L DI RLIGN AN
PHEREROS BECOME NGREASINGLY IMPORTANT s b
THE ANCILLARY MARKETS IS PARTICULARLY DEPENDENT UPON PERFORMANCE IN
DOMESTIC THEATRICAL DISTRI N

NEITHER THE MANAGER N CES:
THE HUCTURE BECAVSE THE & VR D% mnmmm-nm STION
1 TICH DOCS NOT NECTSSARIY  BEAR CORRTT. o THE
PRUDCTION O, DISTRIBITION. (TS ) DEPINDS PRIMARILY UPON 1TS
ACCLPTANCL TUE PUBLIC, WHICIH CA LE ACCURATELY PREDICTUD. TIIE
ECONOMIC SUCCESS DF A Mnl[\r‘l PICTURE ALSO DEPENDS
ACCEPTANCE OF COMPETIN THE AVAILABILITY OF ALTER
ENTERTAINMENT AN
AND OTHTR TANGIRLT
CANNOT AT PRIDICTTD
FINANCIERS THAT THE PIC LL GENERATE ENQUGH REVENUE TO
ITS DISTRIBUTION AND MARKETING COSTS, IN WHICH CASE THE COMPANY
WOULD NOT RECEIVE ANY NET REVENUES FOR THE PICTURE

PRODUCTION - PARTICULARLY AS PRODUCED BY INDEPENDENT FILMMAKERS,
MOTION PICTURR IS A_SEPARATE E HOITS OWN
MINT BUDGETARY

ART. mr»nwm RISKS  ASSOC] WITH  FILM

OR DI
10N OR MALFU
INABILIT PRODUCTION  PERSONNEL
SCHEDULING RFQUIREMENTS AND PHYSIC
FIGTURK WTSTLE,  ATTHOUGK, SOMT, OF THT
IMPANY TOR THT PICTIR, St
MATER THE €0
PROJECT TO BE ABANDONED.

OF 0TI [ N AR NG FOR DISTRIBUTION IN ALL AVAILABLE MARK
LT DISTAIBUDION FIIANE, COMERTTTION WELE. LMl B AVALABIITY OF
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AR Al
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DOMESTIC THEATRICAT DISTRIBUTION
NFITHTR THT MANAGTR NOR THT COMPANY CAN FREDICT THT TCONOMIC SIT
THT PICTURE. BTCAUST T . DERIVID TR 5T A MOTIO
wn ATION TO

(ATELY PREDIC
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\NNOT BE PREDICTED WITH CERTAINTY. NEITHER THE My

. NANC E WILL GENE!
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5 T
FACH MOTION PIC u S OWN
ANAGEMENT,  EMPLOYT AND TOUIPI i s o w BUBGETARY
REQUIRGMINTS. — TILRE 3 N SKS ASSOCIATED WITI FILM
PRODUCT I INEL, OTHER FACTO]

US N ALFUNCTIC ETS OR EQUIPMENT. THE

RILITY OF bR PERSONNET COMMY WITH MGRTARY Ok

ITDULING REQUIREMENTS AND PIIVSICAT UCTION ©R DAMAGE TO TIIR
PICTUREE ITSELE.  ALTIOLGI SOME OF TIES BLEMS MAY BE COVERED BY TITI
COMPANY’S INSURANCE FOR T PICTURL, uwnn ANT DIFFICULTILS SUCTL AS TIISE
MAY MATERIALLY INCREASE THE COST OF PRODUCTION OR MAY THE ENTIRE
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OR EMPLOYEE. wmmmm'u THE COMPANY'S AND THE MANAGER'S
SUCCTSS 1S DIPINDENT ON THT ABILITY OF THE COMPANY AND THT. MANAGER T
ATTRACT TOP TALTNT. BOTIT WITITIN TIE PRODUCTION TEAM AND TIT
PICTURE. THE COMPANY’S AND THE MANAGER'S INABILITY TO ATTRACT SUCH TALENT
O LHE LOSS OF IHE SERVICES OF ONE OR NORE MENSLELS ODUCTION TEAM
A u- ON THE
AND DISTRIBL Lh
THE PURCHASF
OTHER TV P TION R S INSURANG FOR T PCTORY
CTRTAIN LOSSES R g NY OF THE PICTURITS KEY PERSONNI
10NS FOOTAGE BEING UNINSURED WHICH COULD
Jm».u.J. DVERS N THE COM S AND THE MANAGER'S ABILITY TO
CE: JRE

ASSURANCE THAT LABOR DIFFICULT
BING BUT NOT LIMITED TO UNION
CTION AND, TITNCI, RETURN

THE ULTIMATE PROFITABILITY OF ANY MOTION PICTURE
wmw EAPPEAL IN htL'HAN 10 THE COST OF [1$ PRODUCTION

DLENCE APPEAL GIVEN MOTION PICTURE DEPENDS

G ON UNPREDIC \u.r. CRITICAL REVIEWS AND CHANGING
BTG TR TR ANTYSUCH APPI AT CAMNOT BT ANTICTRATR WITH CRRTAT

COST OVFRRUNS — THT. €
U]

CONTROL OF THE COMPANYS S MAY XTHER CONDITIONS,
ECHNICAL AND ARTISTIC ARTISTIC REQUIREMENTS, LABOR
Ul\L’th\ CGOVERNMENTAL REGULATIONS, EQUIPMENT BREAKDOWNS, AND OTHER

SGIT OR OF NOT BFING
MPLITED IS ALW NTFICANT A s ADVTRSE TMPACT
ONTHE PROFITABILITY €

DISIRIBUIION  THE PROFITABLE DISIRIBUIION OF A MOTION PICTURE
RGE PARI ON IHE AVAILABILIIY OF ONE OR MORE CAPABLE AND
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S WILI. BT ORTAINTD T PICTURT. OR TIAT TIT
WILL BE DISTRIBUIED PROFITABLY O HL.\ THE PICTURE WILL BE
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9. LONG TERM PROJECT THE PRODUCTION AND DISTRIBUTION OF A MOTION
FICTURE  INVOINES THE PASSAGE OF A SIGNIFICANT AMOUNT OF  TIMT

TEAMMTMATE 0% 10 T FURTITS HE
'ESS IS DEPENDENT ON THE uu.n" m 1HI;
«mm 0P IALENT, BOLI W
PLCIURE. THE COMPANY'S AND THE MAN
R THT 1085 OF TIIT STRVICES OF GNF O MOR M1
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CH LABOR DIFFICULTIES ARISE, FILM PRODUCTION AND, HENCE, IEETURN
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