
SECURITY AGREEMENT

(with C.A.V. DISTRIBUTING CORP.)


Please type or print following information about PURCHASER

Full Name of Purchaser                                                                                                                                                  
         
Purchaser is a   Corporation   Partnership   Sole Proprietor   Other                                                                                
         
Full Name of Individual Signing on behalf of Purchaser                                                                                                    
    
Tax Identification Number (or Social Security Number) of Purchaser                                                                  
                  
Mailing Address of Purchaser

                                                                                  
           Zip Code                                
Collateral (as defined in the Terms and Conditions below)

· 
CAV-Sold Inventory (as defined in the Terms and Conditions)

· 
Other Inventory (as defined in the Terms and Conditions)

· 
Other Collateral (as defined in the Terms and Conditions)

· 
Specific Collateral

Location of Tangible Collateral

                                                                  
                           Zip Code                                
Trade Names or Styles of Purchaser


AGREEMENT
In consideration of the extension of credit by C.A.V. DISTRIBUTING CORP. ("CAV") to Purchaser and to secure the obligations of Purchaser to CAV described in Section 2 of the Terms and Conditions, Purchaser grants to CAV, pursuant to Division 9 of the California Uniform Commercial Code and of the Uniform Commercial Code of any other state as may be applicable to the Collateral, a security interest in the Collateral described above and in Section 1 of the Terms and Conditions upon the terms and conditions of this Security Agreement​.

Dated:                                                   
Purchaser:

By                                                                                                           Its                                   

C. A. V. Distributing Corp.
By                                                                                                           Its                                           
TERMS AND CONDITIONS


OF SECURITY AGREEMENT
1 
Collateral.  As used in this Security Agreement:

1 
The term Collateral means  (a) CAV-Sold Inventory,  (b) Other Inventory, (c) Other Collateral, and  (d) Specific Collateral, if a description of the Specific Collateral is filled in.

1 
The term CAV-Sold Inventory means all DVD discs, compact discs, DVD players, and all other goods and other personal property heretofore or hereafter sold to Purchaser by CAV, together with all proceeds thereof.  

1 
The term Other Inventory means all inventory or goods of Purchaser now held or hereafter acquired, other than CAV-Sold Inventory, including all goods returned to or repossessed by CAV, together with all present and future accessions and additions thereto, all addi​ti​o​n​s, proceeds, products, replacements and substitutions therefor, and all documents relating thereto.

1 
The term Other Collateral means all of the following:

1 
Any and all accounts, accounts receivable, book debts, notes, drafts, acceptances, instruments, contract rights, chattel paper, and other forms of obligations now or hereafter received by, belonging to, or owed to Purchaser for goods sold or leased by Purchaser (including, without limitation, CAV-Sold Inventory and Other Inventory), or for services rendered by Purchaser, and all rights of Purchaser now or hereafter existing in and to all security agreements, guaranties, leases and other contracts securing or otherwise relating to any such accounts, accounts receivable, book debts, notes, drafts, acceptances, instruments, contract rights, chattel paper, general intangibles and other forms of obligations;  and

1 
Any and all demand, time, savings, passbook or like accounts of Purchaser maintained with bank, savings and load association, credit union or like organization, and all funds deposited therein;  and

1 
Any and all general intangibles including, without limitation, all of Purchaser's causes of action and all other personal property of Purchaser of every kind and nature;  and

1 
Any and all equipment in all of its forms of Purchaser, wherever located, including all machinery, fixtures, furnishings, and vehicles, and all parts thereof and all parts thereof and all accessions, additions, attachments, improvements, substitutions and replacements thereto and therefor;  and

1 
Any and all books, records, writings, databases, information, computer hardware, software and other property relating to, used or useful in connection with, evidencing, embodying, incorporating or referring to, any of the other property described in this Section 1;  and

1 
Any and all products, offspring, rents, issues, profits, returns, income and proceeds from any and all of the property described in this Section 1 including, without limitation, proceeds which constitute property of the types described above and, to the extent not otherwise included, all payments under insurance (whether or not Purchaser is the loss payee thereof), and all income or tax refunds or the right to receive the same, or any indemnity, warranty or guaranty, payable by reason of loss or damage to or otherwise with respect to the property described in this Section 1.

1 
The term Specific Collateral means the property of Purchaser specifical​ly described on the first page hereof as Specific Collateral, together with all present and future accessories, additions, attachments, proceeds, products, replacements and substitutions of or to all of the foregoing.

Terms not otherwise defined herein shall have the meanings set forth in Division 9 of the California Uniform Commercial Code.

2   
Obligations Secured.  This Security Agreement and the security interest granted herein are given for the purpose of securing the following Obligations:

2 
Payment by Purchaser for goods purchased by Purchaser from CAV;

2   
Payment and performance of all existing and future obligations of Purchaser contained in or arising under this Security Agreement;  

2   
Payment and performance of all other existing and future obligations of Purchaser to CAV;  and

2   
Payment and performance of and under any and all amendments, modifications, renewals and/or exten​sions of any of the foregoing, including but not limited to amendments, modifications, renewals or extensions which are evidenced by new or additional instruments, documents or agreements or which change the rate of interest on obligations secured hereby.

3   Representations and Warranties.  Purchaser represents, warrants and agrees that:

3 
Purchaser has been duly authorized to execute and deliver this Security Agreement.  This Security Agreement is a valid and binding obligation of Purchaser.  

3 
This Security Agreement creates a perfected security interest enforceable against the Collateral in which Purchaser now has any interest, and will create a perfected security interest enforceable against the Collateral in which Purchaser later acquires rights, when Purchaser acquires those rights.

3   
Purchaser will execute all documents (including financing statements) and take such other actions as CAV deems necessary or desirable from time to time and at any time to create and perfect the security interest described herein, and to maintain both the security interest and its perfection, in the Collateral and, in connection therewith, Purchaser authorizes CAV to file one or more financing or continuation statements, and amendments thereto, with respect to all or any part of the Collateral, without the signature of Debtor where permitted by law.   Further, a carbon, photographic or other reproduction of this Security Agreement or any financing statement covering the Collateral or any part thereof shall be sufficient as a financing statement where permitted by law. 

3 
Purchaser authorizes CAV, from time to time and at any time, to give written notification of the security interest created herein to any person or entity which CAV determines may have a conflicting security interest in the Collateral;

3   
Purchaser, at its sole cost and expense, will defend any claims that may be made against the Collateral or any part of it;

3   
Except as otherwise provided herein, the Collateral which is tangible personal property shall be kept at Purchaser's place of business at the address is set forth on the first side hereof, and Purchaser will not, without CAV's prior written consent or except as otherwise provided herein, part with possession of, transfer, sell, lease, encumber, conceal or otherwise dispose of the Collateral or any interest therein;

3   
Purchaser shall maintain the Collateral in good condition and repair, and Purchaser will not use or permit the Collateral to be used in violation of applicable laws, rules or regulations;

3   
Purchaser will pay and discharge all taxes and liens on the Collateral prior to delinquency;

3   
Purchaser will maintain insurance on the Collateral which is tangible personal property, coveri​ng such risks and in such form and amount as may be required by CAV from time to time, with insurers satisfactory to CAV and with loss payable to CAV as its interest may appear and, upon request, Purchaser will deliver the original of such policy or policies to CAV;

3   
Purchaser will permit CAV and its agents to inspect the Collateral and to inspect and copy the books and records of Purchaser pertaining to the Collateral from time to time and at any time;  and

3   
The Collateral at all times will remain personal property.

3 
Purchaser shall notify CAV of any change of Purchaser's name, place of business, or chief executive office within three days of such change.

4   
Use of Collateral in Ordinary Course.  As long as no default of any of the Obligations shall have occurred and be continuing, Purchaser may, in the ordinary course of its business, transfer or sell the Collateral or receive and dispose of collections thereon;  neverthe​less, Purchaser shall not transfer or sell all or any part of the Collateral by bulk sale or at wholesale without the prior written consent of CAV.  CA​V may, from time to time, request from obligors on the Collateral information concerning the same.

5   
Right of CAV to Cure.  In the event that Purchaser shall fail to perform any obligation secured hereby, CAV may, but shall not be obligated to, perform the same, and the cost thereof shall be payable by Purchaser to CAV immedi​ately and without demand, shall bear interest at the rate of 1-1/2% per annum, and shall be secured by this Security Agreem​e​n​t.

6   
Default.  There shall be a "default" or an "event of default" under this Security Agreement upon the occurrence of (a) a default in the payment or performance of any of the Obligations or any other obligation secured hereby or contained herein, (b) the occurrence of any "default" or "event of default" under any note or other obligation secured hereby or any security therefor,  (c) a seizure or attachment of, or a levy on, all or any part of the Collateral occurs, or (d) Purchaser ceases operations, is dissolved, terminates its existence, or becomes insolvent or unable to meets its obligations as they mature.

7  
Rights of CAV Upon Default.  Upon the occurrence of an event of default, all Obligations of Purchaser to CAV shall, at the option of CAV, without notice and upon demand, become immediately due and payable, and CAV shall have in any jurisdiction where enforcement hereof is sought, in addition to all other rights and remedies which CAV may have under law, all rights and remedies of a secured party under the California Uniform Commercial Code or the Uniform Commercial Code of any other state as may be applicable to the Collateral at the time, and in addition the following rights and remedies, all of which may be exercised with or without further notice to Purchaser:

7   
To settle, compromise or release on terms acceptable to CAV, in whole or in part, any amounts owing on the Collateral;

7   
To enforce payment and prosecute any action or proceeding with respect to any and all of the Collateral;

7   
To extend the time of payment, make allowances and adjustments and issue credits in Purchaser's name or in the name of CAV;

7   
To foreclose the liens and security interests created under this Security Agreement or under any other agreement relating to the Collateral by any available judicial procedure or without judicial process;

7   
To enter any premises where any Collateral may be located for the purpose of taking possession of or removing the same;

7   
To remove from any premises where the same may be located the Collateral and any and all documents, instruments, files and records, and any receptacles and cabinets containing the same, relating to the Collateral, and CAV, may, at Purchaser's cost and expense, use the supplies and space of Purchaser at any or all of its places of business as may be necessary or appropriate to properly administer or control the Collateral or the handling of collections and the realization thereon;

7 
To receive, open and dispose of all mail addressed to Purchaser and notify postal authorities to change the address for delivery thereof to such address as CAV may designate; and

7 To sell, assign, lease, or otherwise dispose of the Collateral or any part thereof, either at public or private sale, in lots or in bulk, for cash, on credit or otherwise, with or without representations or warranties, and upon such terms as shall be acceptable to CAV, all at CAV's sole option and as CAV in its sole discretion may deem advisable. 
7 Without limiting the foregoing, to sell all “master disks” of Purchaser (whether in the possession of Purchaser, CAV or a third party) either at public or private sale, or to replicate such master disks for sale, distribution or lease in any commercially reasonable manner; in the event CAV elects to replicate such master disks: (a) Purchaser shall provide, upon request by CAV, the name, address and all relevant information regarding any licensor or copyright holder of the content of such master disks so that CAV can arrange to pay any royalties due thereon, (b) Purchaser grants to CAV a worldwide, perpetual, exclusive license (or sub-license, if Purchaser is a licensee) to manufacture, sell and distribute the master disks and their content, which license is royalty-free, assignable and transferable, with full rights to sub-license, and (c) CAV shall be entitled to deduct all its expenses, including replication and other production costs, marketing and advertising, administrative and overhead, shipping and handling, insurance, royalties and/or royalty reserve, before applying the proceeds from replication of such master disks toward Purchaser’s obligations to CAV.
The exercise or failure to exercise any of the foregoing rights shall not be deemed to constitute a waiver of the right to exercise or not to exercise the same or other rights granted herein at the same or at any other time.

8   
Application of Cash Proceeds.  The net cash proceeds resulting from the collection, liquidation, sale, lease, or other disposition of the Collateral shall be applied, first, to the expenses (including all attorneys' fees) of retaking, holding, storing, processing and preparing for sale, selling, collecting, liquidating and the like, and then to the satisfaction of all Obligations, the allocation thereof as to particular Obligations or as against principal or interest being in the absolute discretion of CAV.

9   
Duties of Purchaser.  At any time subsequent to an event of default, Purchaser will, at CAV's request, assemble all of the Collateral and make it available to CAV at such place or places as CAV may designate which are reasonably convenient to both parties, whether at the premises of Purchaser or elsewhere, and will make available to CAV all premises and facilities of Purchaser for the purpose of CAV taking possession of the Collateral or removing or putting the Collateral in saleable form.  Purchaser agrees to pay all costs and expenses incurred by CAV in the enforce​ment of this Security Agreement, including, without limitation, reasonable attorneys' fees, whether or not suit is filed hereon.  

10   
Miscellaneous
10   
Entire Agreement.  This Security Agreement expresses the entire understanding of the parties and supersedes all prior and contemporaneous written and oral agreements, arrangements and understandings.

10   
Amendment;  Waiver.  This Security Agreement may not be amended or modified except in a writing signed by the parties.  No waiver by CAV of a right under this Agreement shall be effective unless in writing, and no waiver of any right to act by CAV or of any breach hereof by Purchaser shall imply, constitute or require a waiver of the same or any other right of CAV or of any subsequent breach by Purchaser.  

10 
Termination.  This Security Agreement will continue in effect even though from time to time there may be no outstanding obligations by Purchaser to CAV.  This Security Agreement shall terminate when Purchaser gives written notice to CAV of such termination if, on the date of such notice, Purchaser is not obligated to CAV for the payment of money, whether then or thereafter due. 

10   
Binding Effect.  This Security Agreement shall be binding upon and inure to the benefit of the respective assigns, successors, heirs, executors, and administrators of the parties.

10   
Cumulative Rights.  All of CAV's rights and remedies hereunder are cumulative and not exclusive, and are in addition to all rights and remedies provided by law or under any other agreement between Purchaser and CAV.

10   
Attorneys' Fees.  In the event of a dispute with respect to the rights and obligations of the parties under this Security Agreement, the prevailing party shall be entitled to its reasonable attorneys' fees incurred in resolving the dispute whether or not an action is filed.

10   
Applicable Law.  This Security Agreement shall be construed under and governed by the laws of the State of California.

10 
Jurisdiction.  Purchaser agrees that CAV, in its discretion, may bring suit to enforce this action in any court of competent jurisdiction in the County of San Francisco, State of California or in such other court having jurisdiction over Purchaser as CAV in its discretion shall select.

10 
Arbitration.  In the sole discretion of CAV, any dispute relating to this Security Agreement shall be resolved by binding arbitration under the provisions of California Code of Civil Procedure Sections 1280 et seq. and any award thereunder may be enforced in any court of competent jurisdiction in the County of San Francisco, State of California or in such other court having jurisdiction over Purchaser as CAV in its discretion shall select.  In the event that CAV shall elect to arbitrate any dispute relating to this Security Agreement, CAV shall nonetheless be entitled to seek any provisional remedy to which it might otherwise be entitled in a court of competent jurisdiction in the County of San Francisco, State of California, or in such other court having jurisdiction over Purchaser as CAV in its discretion shall select.

10 
Authority to Sign.  The individual signing on behalf of Purchaser is duly authorized to execute this Security Agreement on behalf of Purchaser.

GUARANTY

Re:  Obligations of                                               ("Purchaser")


(Please type or print name of Purchaser in full)

TO:
C.A.V. DISTRIBUTING CORP.

1.
This Guaranty and the covenants and agreements provided herein are given in order to induce you to extend credit to Purchaser named above and in con​sidera​tion of the benefits to accrue to the undersigned from Purchaser as a result thereof.  

2.
The undersigned unconditionally guarantees to you that Purchaser will fully, promptly, and faithfully perform, pay and discharge all of its present and future in​debted​ness and obliga​tions to you, including, but not limited to, its present and future indebtedness for the purchase of goods and its obligations under that certain Security Agreement of event date herewith (the "Security Agreement"), and any other present and future indebted​ness and obliga​tions arising in connection therewith, irrespec​tive of any invalidity therein, the unenforceability thereof, or the insuffi​ciency, invalidity or unenforceability of any security therefor;  and agrees, without your first having to proceed against Purchaser or to liqui​date any security therefor, to pay on demand all sums due and to become due to you from Purchaser and all losses, costs, attorneys' fees or expenses that may be suffered by you by reason of Purchaser's default or the default of the undersigned hereunder;  and agrees to be bound by and on demand to pay any deficiency established by a sale of security held, with or without notice to the under​signed.  The obligations and indebted​ness guaranteed hereunder shall be collectively referred to as the "Indebted​ness".

3.
The obligations of the undersigned hereunder shall continue regardless of the unenforceabil​ity, invalidity, insuffi​ciency or illegality, in whole or in part, of the Indebtedness.

4.  
The obligations of the undersigned hereunder are in addition to and independent of the obligations of Purchaser and a separate action or actions may be brought and prosecuted against the undersigned whether or not action is brought against Purchaser or whether or not Purchaser is joined in any such action or actions;  and the undersigned waives the benefit of any statute of limita​tions affecting the liability of the undersigned hereunder or the enforce​ment hereof.

5.
The undersigned authorizes you, and each of you, without notice or demand and without affecting the undersigned's liability and obligations hereunder, from time to time to:  (a) renew, extend, accelerate or otherwise change the time for payment of, or otherwise change the terms of the Indebtedness, or any part thereof;  (b) accept partial payments on the Indebtedness;  (c) take and hold security for this Guaranty or the Indebtedness, and amend, alter, exchange, substitute, enforce, waive, subordinate, terminate or release any such security;  (d) apply such security and direct the order or manner of sale thereof as you in your discretion may determine;  (e)  release or substitute any future guarantor of the Indebtedness;  (f) settle, release on terms satisfactory to you or by operation of law or otherwise, compound, compromise, collect or otherwise liquidate the Indebtedness and/or security therefor in any manner, consent to the transfer of security and bid and purchase at any sale;  and  (g) amend, alter, modify, terminate or cancel the obligations of Purchaser to you without affec​ting or impairing the obligations of the undersigned hereunder.  You may without notice assign this Guaranty in whole or in part.

6.
The undersigned waives any right to require you to  (a) proceed against Purchaser,  (b) proceed against or exhaust any security held by you, or  (c) pursue any other remedy in your power whatsoever.  The undersigned waives any defense arising by reason of any disability or other defense of Purchaser or by reason of the cessation from any cause whatsoever of Purchaser.  Until the Indebtedness has been paid in full, any right of subrogation in favor of the undersigned shall be subject and subordinate to your rights and are hereby assigned to you for security purposes.  The undersigned waives any right to require you to enforce any remedy that you now have or may hereafter have against Purchaser, and waives any benefit and any right to participate in, any security now or hereafter held by you.  The undersigned waives all setoffs and counter​claims and all present​ments, demands for performance, notices of nonperfor​mance, notices of action or nonaction on the part of Purchaser or anyone else, protests, notices of protest, notices of dishonor, and notices of accep​tance of this Guaranty and of the existence, creation or incurring of new or additional indebtedness of Purchaser to you.  

7.
The undersigned represents to you that the under​signed is now and will hereafter be completely familiar with the business, operation, and condition of Purchaser and its assets, and the undersigned hereby waives and relinquishes any duty on your part to disclose to the undersigned any matter, fact or thing relating to the business, operation or condition of Purchaser and its assets now known or hereafter known by you.

8.
It is not necessary for you to inquire into the powers of Purchaser or the officers or directors acting or purpor​ting to act on its behalf.

9. 
The undersigned agrees to pay your reasonable attorneys' fees and all other costs and expenses which you may incur in the enforcement of this Guaranty.

10.
This Guaranty shall bind the successor and assigns of the undersigned, and shall inure to the benefit of your successors and assigns.  All of your rights are cumulative and not alternative.

12.
This Guaranty shall be construed in accordance with the laws of the State of California.  The undersigned agrees that, in your sole discretion, action on this Guaranty may be brought in a court in San Francisco County in the State of California and agrees that any court in that County shall have jurisdiction over the undersigned for the purposes of any such action. 

13.  
You may elect, in your sole discretion, to have any dispute relating to this  Guaranty resolved by binding arbitration under the provisions of California Code of Civil Procedure Sections 1280 et seq., and any award thereunder may be enforced in any court of competent jurisdiction in the County of San Francisco, State of California or in such other court having jurisdiction over the undersigned as you in your discretion shall select.  In the event that you elect to arbitrate any dispute relating to this Guaranty, you shall nonetheless be entitled to seek any provisional remedy to which you might otherwise be entitled in a court of competent jurisdiction in the County of San Francisco or in such other court having jurisdiction over the undersigned as you in your discretion shall select.

DATED:                                          
[SIGNATURE]

[PRINTED NAME]
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