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ACQUISITION AGREEMENT

This Agreement dated as of March 25, 1986 shall consti-
tute the basic terms and conditions of the agreement between MARK
DISALLE ("Owner") and CANNON FILMS, INC. ("Purchaser") relating
to the life story of Frank Dux ("Dux").

1. The Property: Reference is made herein to (a) that
certain executed letter agreement dated As of June 15, 1985 (the
"Dux Agreement") between Owner and Dux regarding certain rights
to Dux's life story (that portion of Dux's life story generally
consisting of Dux's training as a Ninja beginning as a child and
cluminating with Dux's victory of the 1975 Kumite Championship
and Dux's military experiences)(the "Life Story"), and (b) that
certain executed letter agreement dated June 15, 1985 (the "Let-
tich Agreement") between Owner and Sheldon Lettich ("Loetbieh™y
wherein Owner employed Lettich to write a screenplay (the "Screen-
play'") based upon the Life Story. The Dux Agreement and the
Lettich Agreement are the "Underlying Rights Agreements". The
Life Story and the Screenplay are the "Property'.

2s Grant of Rights. Owner hereby irrevocably sells,
grants and assigns to Purchaser, absolutely and outright, in cer-
petuity and throughout the universe, a license to produce one mo-
tion picture based upon the Property or any part thereof (the
"Picture") and customary ancillary, subsidiary and incidental
rights related thereto. With respect to the Picture, and without
limiting the generality of the foregoing, the rights herein
granted include:

(a) all silent and sound (including all musical)
motion picture rights, televised motion picture rights, televis-
ion rights (whether free, pay, cable, subscription, pay-per-view,
live or otherwise), and audio-visual rights (including, withcut
limitation, videocassette and videodisc rights in all formats),
in all languages in any and all media and by any means whatscever
(whether now known or hereafter developed), for the entire univ-
erse, and all ancillary and subsidiary rights therein (including,
without limitation, merchandising, commercial tie-up, by-product
and music publishing and recording rights);

(b) the right to freely change, adapt, translate
and add to or ¢ ibtract from the Property, and to engage writers
to render writing services in connection with the Property:

(¢) the right to distribute, exhibit, advertise,
publicize, exploit and otherwise turn to account the Picture by
any and all manner and media (whether now known or later de-
vised).




: Reserved Rights. Notwithstanding the foregoing,
Owner hereby reserves only (a) certain remake, sequel and tele-
vision program rights in the Life Story (subject to the terms of
Paragraph 22 below), and (b) the right to publish the Life Story
in printed form; provided, however, that Purchaser may publish or
reproduce up to 5000 words from the Life Story for the purpose of
advertising, publicizing and promoting the Picture.

4y Assumption of Obligations: It is expressly acknowl-
edged and agreed by Owner and Purchaser that although the rights
granted herein to Purchaser are controlled by Owner by virtue of
the Underlying Property Agreements, Purchaser is not assuming any
obligations pursuant to the Underlying Property Agreements,
except only (a) the obligation to accord writing credit to
Lettich if so determined by the WGA, and (b) the merchandising
payment obligations pursuant to Paragraphs 12, 13 and 14 of the
Dux Agreement.

5 Consideration. 1In consideration for all the rights
granted to Purchaser by Owner hereunder and all of Owner's repre-
sentations and warranties and agreements made herein, and subject
to Paragraph 23 hereinbelow, Purchaser shall pay to Owner the sum
of $75,000.00, payable (a) $37,500.00 upon execution hereof by
the parties and execution and delivery of releases in the Form of
Exhibits "A"™, "B" and "C" attached hereto, and (b) $37,500.00
upon the earlier of the start of principal photography of the
Picture or the date occurring 18 months after the date of the
payment in (a) above.

Additionally, with respect to merchandising for the Pic-
ture (other than on the cover of publications, home video device
jackets and/or soundtrack albums and the like, which shall not ke
considered merchandising for purposes of this Paragraph and for .
which there will be no royalty), then Purchaser shall be entitled
to a royalty of 5% of Purchaser's "net receipts" actually receiv-
ed (gross receipts less all costs of manufacture and distribu-
tion, a 25% distribution fee/ sales commission and all third par-
ty agent fees, if any) directly derived from such merchandising,
prorated among all parties entitled to a royalty in connection
with such merchandising but in no event less than 2-1/2% of such
net receipts. Merchandising royalties payable hereunder shall be
accounted for and paid in accordance with generally accepted
motion picture industry practice.

6. Warranties and Indemnities. Owner hereby
represents, warrants and agrees that:

(a) Lettich is the sole author of the Screenplay
and Owner 1s the sole and exclusive owner of all rights in the
Screenplay and such rights in and to the Life Story as are
required to convey to Purchaser the rights herein granted to
Purchaser.




(b) Owner has the full and sole right and author-
ity to enter into this Agreement and to convey the all the rights
herein conveyed to Purchaser as herein set forth.

(c) The Screenplay is wholly original with Lettich
in all respects (except with respect to public domain material
relating to the Life Story).

(d) Owner has exercised his option respecting the
Life Story pursuant to the Dux Agreenment.

(e) No part of the rights herein conveyed to Purch-
aser has in any way been encumbered, cenveyed, granted or other-
wise disposed of and the same are free of any liens or clainms
whatsoever and to the best of Owner's knowledge there are no
claims or litigation pending, outstanding or threatened which
might in any way prejudice, interrupt or interfere with
Purchaser's use of said rights.

(£) The exercise or use by Purchaser of any of
said rights will not in any way infringe upon or violate the copy-
right, common law right or literary, dramatic or motion picture
rights or constitute a libel, defamation or invasion of the
rights of privacy or publicity of any person, firm or corpoxration
whomsoever.

(g) Owner has not consented to allow Dux to author-
ize the preduction of a film based upon portions of Dux's life
story which are not exclusive to Owner as set forth in Paragraph
2 of the Dux Agreement, and Owner agrees that he will not in the
future so consent during the period of time in which his censent
is required pursuant to said Paragraph 2.

Additionally, Owner hereby assignes to Purchaser the
benefit of any representations, warranties and indemnities o< Dux
and Lettich made pursuant to the Underlying Property Agreements.

The foregoing warranties and representations are made by
Owner to induce Purchaser to execute this Agreement and Cwner ack-
nowledges that Purchaser has executed this Agreement in reliance
thereon. Owner hereby agrees to indemnify, defend and hecld Zurch-
aser and his successors, licensees and assigns, harmless from and
against any claim, demand, loss, obligation, liability, cost or
ex_ense (including reasonable attorney's fees, whether or not 1it-
igation is actually commenced) arising out of a breach or alleged
breach by Owner of any warranties, representations or agresements
contained in this Agreement. 1In the event that Owner's aforesaid
indemnity shall be required by Purchaser, Purchaser may offset
and/or deduct the amount covered by Owner's indemnity from monies
due to Owner pursuant to this agreement or any other agreement of
the parties.
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7. Additional Documents. Owner agrees to execute, at
Purchaser's request, any and all additional documents or instru-
ments, including a short-form Assignment for Yecording in the
Copyright Office (a copy of which is attached hereto for signa-
ture by Owner), and to do any and all things deemed reasonably
necessary or desirable by Purchaser to effectuate the purpose of
this Agreement (including, without limitation, the purposes set
forth in Paragraphs 14 and 19 below). If Owner fails to do any-
thing deemed reasonably necessary or desirable by Purchaser to
effectuate this Agreement including, without limitation, renewing
copyrights and instituting and maintaining actions for infringe-
ment of the Rights, Owner hereby irrevocably appoints Purchaser
Owner's attorney-in-fact with the right, but not the obligation,
to do any such things and maintain any such actions in the nane
of Owner and on Owner's behalf, which appointment shall be irre-
vocable and coupled with an interest, and shall be unlimited with
regard to substitution and delegation.

8. Breach by Purchaser. In the event of any breach of
this Agreement by Purchaser, Owner's remedy shall be linited to
an action at law for damages, if any, and in no event shall Cwner
have the right to terminate or rescind this Agreement or in any
way interfere with the development, production, distribution,
exhibition, advertising or exploitation of the Picture.

9. Failure to Make or Release Picture. Purchaser
shall have no obligation to utilize all or any part of the Prop-
erty or to make, produce, release, distribute, advertise, or
exploit the Picture; provided, that nothing in this paragraph
shall relieve Purchaser of the obligation to pay the su=ms
required pursuant to Paragraph 5, unless payment of same is
expressly conditioned upon an event which does not occu-r.

10. Name and Likeness. Owner hereby grants to pPur-
chaser the right to use the name, likeness and/or biography of
Dux and/or Lettich in connection with the development, produc-
tion, exhibition, advertising and other exploitation of the 2Pic-
ture and all ancillary and subsidiary rights therein, including
without limitation soundtrack albums, publications, merchandising
and commercial tie-ups; provided, that in no event shall Dux or
Lettich be depicted as using or endorsing any product or service
without their prior consent.

1l. Assignment. Purchaser shall have the right to age-
sign this Agreement, or any of Purchaser's rights hereunder, in
whole or in part, at any time, to any pexrxson, firm or corpora-
tion; provided that, no such assignment shall relieve Purchaser
of its obligations hereunder unless such assignement is to a
motion picture production and/or distribution company of substan-
tially equivalent financial ability as Purchaser and such
assignee assumes same in writing.

12. Credit. cCredit for the Picture shall be as
determined by the WGA.

e
.




13. Notices. All notices to either party hereunder
shall be given by personal delivery, telegram, telecopier or
telex (toll prepaid) or by regular mail (postage prepaid) and
shall be deemed given on the date of perscnal delivery, tele-
graphing or telexing or on a date twenty-four (24) hours after
the date of mailing. Until further written notice, the addresses
of the parties shall be as follows:

owner Purchaser

Mark DiSalle Cannon Films, Inc.

10100 Santa Monica Blvd. 640 San Vicente Blvd.

Suite 2600 Los Angeles, CA 90048

Los Angeles, CA 90067

With A Copy To: With A Copy To:

Jack Dwosh, Esq. Law Offices of Sam Perlmutter
Covey & Covey 5757 Wilshire Blvd., Suite 636
10000 Santa Monica Blvd. Los Angeles, CA 90036

3xrd Floor

Los Angeles, CA 90067

14. Renewal of Copyright. Owner agrees to cause renew-
als of all copyrights in the Property, and each and every party
thereof, duly to be cbtained, and all rights herein sold and
assigned to Purchaser are sold and assigned for the renewal +erm
or terms and during all extensions of such copyrights, as well as
for the original term of such copyrights. Owner hereby appoints
Purchaser irrevocably the attorney-in-fact of Owner to apply for
such renewals in the name and stead of Owner and duly to execute
and deliver to Purchaser on behalf of Owner such assignments as
Purchaser may deem necessary, proper or expedient to vest or
confirm the vesting in Purchaser of all of the rights herein
granted and agreed to be granted for and during the term of the
renewal copyright(s) or the period of extension of copyright.

15. Effect of Agreement. This Agreement shall bind and
inure to the benefit of Purchaser and Owner and their respective
heirs, legal representatives, successors and assigns, and all or
any part of Purchaser's rights hereunder may be licensed or as-
signed by Purchaser. The term "Purchaser" as used herein means
and includes Purchaser herein named, and its successors and as-
signs. If more than one Owner is mentioned herein or executes
this Agreement, this Agreement shall be binding jointly and
severally upon each such person, and the word "Owner" as used
herein shall then have a plural meaning.

16. No Ownership/No Reissue Pavment. Nothing herein
contained shall be deemed to grant or vest in Owner any right,
title or interest whatsoever in or to the Picture and/or in and
to any literary, musical or any other material created by Purcha-
ser in connection with the Picture. Under no circumstances shall
Purchaser be obligated to pay Owner any sum, whether under the
provisions of this Paragraph or otherwise, with respect to the
reissue of the Picture.




17. Trailers/Stock Footage. Neither the production or
exhibition of trailers or other promotional films for the purpose
of advertising and/or exploiting the Picture, nor the use of
stock shot footage from the Picture for any purpose shall be pre-
vented or precluded by any of the provisions of this Agreement,
and in no event shall such trailers, promotional films or stock
shot footage be construed to be a motion picture.

18. Rights As Member Of Public. Nothing contained in
this Agreement shall be construed to be prejudicial to, or oper-
ate in derogation of, any rights, licenses, privileges or proper-
ty which Purchaser may enjoy or be entitled to as a member of the
public, as though this Agreement were not in existence. Purchaser
may exercise such rights, licenses, privileges or property which
it may enjoy or be entitled to as a member of the public as
though this Agreement were not in existence. The rights granted
hereunder by Owner to Purchaser, and the representations, warran-
ties, undertakings and agreements made hereunder by Owner, shall
endure in perpetuity and shall be in addition to any rights,
licenses, privileges and property of Purchaser referred to in the
first sentence of this Paragraph.

19. Recapture. If, pursuant to any copyright or simi-
lar law, Owner becomes entitled to exercise any right of rever-
sion, recapture or termination (the "Termination Right") in or to
all or part of the rights granted hereunder and Owner exercises
the Termination Right, then from and after the date that Owner
has the right pursuant to such copyright or similar law to trans-
fer all or part of such rights (the "Recaptured Rights") to a
third party, Purchaser shall have the first right to purchase the
Recaptured Rights. If Owner decides to accept a bona fide offer
with respect to all or part of the Recaptured Rights, then in
each such instance, Owner shall, promptly after deciding to
accept such offer, make a written offer to Purchaser specifying
such terms and conditions which Owner is prepared to accept and
the name of the third party offeror who made the offer to Owner
to enter into an agreement with Purchaser with respect to the
Recaptured Rights on the same such terms and conditions. At any
time within thirty (30) days after receipt of such written offer
from Owner, Purchaser may notify Owner of its accpetance of such
offer and, in such event, the rights referred to in such offer
shall be assigned to Purchaser, subject to Purchaser's compliance
with the terms and conditions of the offer so accepted; provided,
however, that Purchaser shall not be required to meet such terms
and ccnditions which cannot be so easily met by one transferee as
another, including without limitation, the use of talent. If
Purchaser shall acquire from Owner all or part of the Recaptured
Rights, then Owner agrees to enter into appropriate written
agreenents with respect thereto. If Purchaser shall elect nct to
purchase said rights, then Owner may dispose of said rights but
only to the offeror and upon the terms and conditions specified
in such notice to Purchaser, it being understood and agreed that
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Owner may not dispose of such rights to any other party or upon
terms and conditions more favorable to the transferee than those
offered to Purchaser hereunder without again offering such more
favorable terms and conditions to Purchaser as herein provided.
With respect to such Recaptured Rights, it is agreed by Owner
that such Recaptured Rights shall include only those exclusive
rights comprised in the copyright. It is further agreed by Owner
that if Owner becomes entitled to such Termination Rights and
elects to exercise such rights, the requisite notice thereof
shall be served upon Purchaser as well as upon any other persons
upon whom it is required by law that it be served. Should any
provision of this Paragraph be held unenforceable, such provision
shall be either deemed amended to the extent necessary to achieve
enforceability or, if no such amendment is possible, deleted
herefrom without renderlng unenforceable or otherwise modifying
the remaining provisions hereof.

20. Miscellaneocus.

(a) Governing law: This Agreement shall be gov-
erned by the laws of the State of California and shall not ke
modified except by a written document executed by all parties
hereto. The parties agree to the exclusive jurisdiction of <he
federal and state courts located in Los Angeles County, Cali-
fornia in matters relating to this Agreement.

(b) Entire Agreement: This Agreement expresses
the entire understanding of the parties hereto and replaces any
and all former agreements or understandings, written or oral,
relating to the subject matter hereof. Owner acknowledges and
agrees that in entering into this Agreement Owner has not relied
upon or been induced by any promise or representation (express o
implied, oral or written) of Purchaser not contained herein.

(c) Paragraph Headings: Paragraph headings are
for the convenience of the parties only and shall have no legal

effect whatsoever.

(d) Waiver: No waiver by any party hereto cof any
term or condition hereof shall be deemed or construed to be a
waiver of such term or condition in the future, or of any pre-
ceding or subsequent breach of the same or any other term or
condition of this or any other agreement.

(e) Severability: Except as expressly provided e
the contrary herein, each provision of this Agreement shall be
considered separate and divisible, and in the event that any such
provision is held to be invalid, v01d or unenforceable by a cour
of competent jurisdiction, the remaining provisions shall con-
tinue to be in full force and effect without being impaired or
invalidated in any way.




(f) Remedies Cumulative: Except as expressly
provided to the contrary herein, the parties' various rights and
remedies hereunder shall be cumulative and the exercise or en-
forcement of any one or more of them shall not preclude the en-
forcing party from exercising or enforcing any of the others or
any right or remedy provided for by law.

(g) Binding Effect: This Agreement, and all
rights and obligations hereunder, shall be binding on and inure
to the benefit of the parties hereto and their respective heirs,
successors, licensees and assigns.

21. More Formal Agreement. It is contemplated that a
more formal agreement shall be brepared containing the specific
terms set forth herein, as well as such standard terms and con-
ditions as are customary in the motion picture industry in Los
Angeles, California in connection with agreements of this nature,
which terms and conditions are incorporated herein by reference.
Until such more formal agreement is prepared and executed, this
Agreement shall constitute a valid and binding agreement between
the parties.

22. Remakes, Secuels: If Owner desires to exercise any
of the rights granted to Owner pursuant to Paragraph 9 of the Dux
Agreement (the "Affected Rights"), Owner must first afford rPur-
chaser the rights of "first negotiation" and "first refusal' wi<h
respect to Purchaser acquiring such Affected Rights.

Accordingly, if Owner desires to exercise said Affected
Rights, Owner shall give Purchaser written notice thereof and
shall first negotiate exclusively with Purchaser for a period of
not less than 30 days with respect thereto. If said negotiations
do not result in a binding agreement, then Owner is free to nego-
tiate with third parties with respect to said Affected Rights.

If at any time after said 30 days periocd of "first
negotiation" Owner shall Propose to make or accept a bona fide
third party offer ("TPO") for said Affected Rights, Owner must
give Purchaser written notice of said third party offer ("Tro
Notice"), setting forth in detail the name of the offeror and all
material terms of the TPO. Purchaser shall have the exclusive
right and optiocn, during the 30 day period following receipt of
the TPO Notice, to acquire the Affected Rights upon the same
terms and conditions as contain in the TPO; provided that, rFur-
chaser shall not be required to meet any terms or conditions of
the TPO which may not be as easily met by Purchaser as by any
other party or which relates to any person, matter or thing other
than the purchase price and manner of payment thereof. If
Purchaser elects not to so accept, then Owner may accent said
TPO; provided that, if the transaction contemplated by such TE0O
if not consummated for any reason whatsoever upon the terms ang
conditions contained in the TPO Notice, Purchaser's right and




option shall apply to each and every further offer relating to
the Affected Rights. If Purchaser elects to accept said offer,
then the parties will promptly thereafter negotiate a formal
contract incorporating their said agreement, but in the absense
of such contract the parties shall still have a binding agreement
as of the date of Purchaser notice of acceptance of the terms
contained in the TPO. If Owner does not exercise the Affected
Rights within 3 years following release of the Picture in the
USA, then Purchaser shall have the right to exercise same, and
shall negotiate in good faith with Owner with respect to owner's
rendering services in connection with any motion picture produced
by Purchaser from said Affected Rights.

23. Turnaround: Purchaser shall have the option at any
time to abandon production of the Picture by sending written
notice thereof to Owner. In the event of such an Abandonment,
the terms and conditions of Exhibit "D" hereto shall apply.

24. Contingency: All of Purchaser's obligations here-
under are contingent upon: (a) receipt of executed copies of
instruments in the form of Exhibits "aA", "B", and "C" attached
hereto, and (b) approval of the "chain-of-title" in the Property.

IN WITNESS WHERECF, the parties hereto have executed
this Agreement as of the day and date first written abcve.

Cannon Films, Inc.

By:

Mark Disalle
Its:




SHORT-FORM ASSIGNMENT

For good and valuable consideration, receipt of which is herek-
acknowledged, MARK DISALLE ("Owner") hereby grants, sells and assicns
to CANNON FIIMS, INC. ("Purchaser"):

1. Certain rights to produce, distribute, advertise, exploit and
otherwise turn to account one motion picture based upon (a) the li=<s
story of Frank Dux, and (b) that certain screenplay written by Shel-
don Lettich based upon the life story of Frank Dux. The rights of
Purchaser shall be as more fully set forth in that certain agreement
(the "Agreement") between Owner and Purchaser dated as of March 25,
1986; and

may have for any past, present or future infringement or intexrferc-:z=
with any of said rights as granted to Purchaser.

2. Any and all causes of action which Owner now has or hereafzar

Owner hereby appoints Purchaser (and its successors and assigns:
Owner's irrevocable attorney-in-fact, with full power of substitutio-on
and delegation, in Owner's or in Purchaser's name: to enforce and
protect all rights, licenses, privileges and/or property gran<tad
hereunder under any and all copyrights thereof; to prevent or
terminate any infringement or violation or threatened infringement o
violation of said copyrights as respects any of said rights,
licenses, privileges or property; and to litigate, collect anr3i
receipt for all damages or injury arising from any such infringemer=z
or violation, and to join Owner as party plaintiff or defendant in
any such suit or proceeding, in Purchaser's sole discre=ion.

Mark Disalle

STATE OF
COUNTY OF

.

On this day of 1986, before me, the undersi
personally appeared ; known to me to kb
person whose name is subscribed in the within instrument, and
acknowledged to me that s/he execu:ed the within instruzent.

IN WITNESS WHEREOF, I have her=unto set my hand and affiwed m-
official seal the day and year in “his instrument first writzen
above.

Notary Public

i0.




Exhibit man

Reference is made herein to (a) that certain letter
agreement dated As of June 15, 1985 (the "Letter Agreement")
between Mark Disalle ("Disalle") and Frank Dux ("Dux") with
respect to the life Story of Frank Dux (the "Life Story"), and
(b) that certain agreement dated as of March 25, 1986 (the
"Cannon Agreement") between DiSalle and Cannon Films, Inc.
("Cannon") regarding the production of a motion Picture baseqd
upon the Life Story (the "Picture"),.

As a material condition to Cannon's entering into the
Cannon Agreement (which, Dux acknowledges, will be of direct
benefit to Dux), Dux hereby agrees ag follows:

1. Dux has read the Cannon Agreement and fully
understands sane.

3.  Cannon shall have the benefit of all represen-
tations, warranties, agreements and indemnities made by Dux to
Disalle pursuant to the Letter Agreement and may proceed
directly against Dux to enforce same.

4, Dux shall look solely to DisSalle, and not in any
manner to Cannon, for all pPayments and other Compensation which
may become due to Dux in connection with the Picture and/or the
exercise by Cannon of its rights pursuant to the Cannon Agree-

B Dux has not and hereafter will not authorize or
permit the pProduction of any motion picture based upon any part
of Dux's life story until 9 months after release of the Pigture
(and subject to Paragraph 9 of the Letter Agreement),

=+
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Exhibit "A" (page 2)

6. Notwithstanding any breach of the Letter Agreement
by DiSalle nor any breach of the Cannon Agreement by Cannon, Dux
shall have no right to and shall not seek to in any manner
interfere with the production, development, distribution,
advertising, publicizing, exhibition, exploitation or other
turning to account of the Picture. Further, Dux shall make no

claim for damages against Cannon for any reascn connected with
the Picture.

T The agreement of Dux herein contained are
expressly for the benefit of Cannon who shall have the right to
enforce same directly against Dux.

FRANK DUX




Exhibit "B"

Reference is made herein to (a) that certain letter agree-
ment dated June 15, 1985 (the "Letter Agreement") between Mark
DiSalle ("DisSalle") and Sheldon Lettich ("Lettich") with respect tc
the writing of a screenplay (the "Screenplay") based upcn the life
story of Frank Dux (the nLife Story"), and (b) that certain agree-
ment dated as of March 25, 1986 (the "Cannon Agreement") between
Disalle and Cannon Films, Inc. ("Cannon") regarding the producticn
of a motion picture based upon the Life Story and the Screenplay
(the "Picture").

As a material condition to Cannon's entering into the
cannon Agreement (which, Lettich acknowledges, will be of direct
benefit to Lettich), Lettich hereby agrees as follows:

1. TLettich has read the Cannon Agreement and fully
understands same.

2 Notwithstanding anything to the contrary which may b=
contained in the Letter Agreement, Lettich agrees that said Letter

T

Agreement conveys to Disalle sufficient rights for DiSalle to enter
into the Cannon Agreement and grant to Cannon the rights therein
granted and to make the representations and warranties therein zmads
with respect to the Screenplay. To the extent that the Letter
Agreement does not convey such sufficient rights, Lettich hereby

grants same directly to Cannon. )

3. . Lettich agrees that Cannon shall have the bene

£it oI
all representations, warranties and indemnities made by Lettich Tc
DiSalle pursuant to the Letter Agreement and may proceed directly
against Lettich to enforce same.

4, Lettich shall look solely to Disalle, and not in anv

manner to Cannon, for all payments and other compensation which ma:x
become due to Lettich in connection with the Picture and/or the
exercise by Cannon of its rights pursuant to the Cannon Agreement.

5 Notwithstanding any breach of the Letter Agreement Zzv
DiSalle nor any breach of the Cannon Agreement by Cannon, Lettich
shall have no right to and shall not seek to in any manner inter-
fere with the production, development, distribution, advertising,
publicizing, exhibition, exploitation or other turning to account

of the Picture. Further, Lettich shall make no claim for damages
against Cannon for any reason connected with the Piletiiks.

6. The agreement of Lettich herein contained are exXrress-
ly for the benefit of Cannon who shall have the right to enforce
same directly against Lettich.

Sheldon Lettich

13.




Exhibit wgn
Dated as of: March 25, 1986

Cannon Films, TIne.
640 San Vicente Blva,
Los Angeles, CA 90048

Re: Frank Dux Life Story
Gentlemen:

You have informed me that you are developing a motion
picture (the "Picture") which may be based upon, adapted from,
suggested by and/or include events and incidents in my life.

For goed andg avaluable consideration, the receipt and
sufficiency of which I hereby acknowledge, I hereby irrevocably
consent and agree that You (and your Successors, licensees and
assigns) shall have the irrevocable ang exclusive right to use ay
name, likeness and/or biography (in whole Oor in part) and to
portray, represent and impersonate me Cr a person resembling me
under my own name or under a fictitious name (i) in the Pigtyre
[and in any remakes and sequels thereof and Pillots and/or series
(all of which are hereinafter referred to as the "moticn pictures":
to the extent you separately acquire the right to make such remaks
sand sequels], and (11) in connection with the advertising,
publicizing ang exploitation of the motion pictures. The nmotion
pictures may be produced, distributed, exhibited, advercised,
promoted and/or exploited in any manner and in any media (whether
now known or hereafter devised) throughout the universe ang
forever, including without limitation, theatricall*, on televisior
and on video devices. T understand that such motion pictures may
contain dialogue, incidents, characters angd written or visual
material which may or may not be based upon or Suggested by actua:

I hereby agree that I will not assert Or maintain agains:
you (or your Successors, assigns or licensees, or the diregtors,
shareholders, employees or agents of you ang each of them) any
claim, action, suit or demand of any kind or nature whatsoever,
including but not limited to, those groundeg upon invasion o=
privacy, violation of the right of publicity, defamation, lirel oF
slander or for any other reason in Connection with your use of the
rights herein granted to you. As between You and me, you shall
own all right, title and interest in ang to the motion pictures
and all rights therein ang elements thereof, ang You shall have ne
obligation to me in connection therewith,

I hereby release you (and your agents, Successcrs, licen-
sees and assigns, and each of them) fronm and against any and all
claims, liabilities, demands, actions, causes of action, costs and
eXpenses, whatsoever, at law or in equity, kncwn OX unknown, anti




cipated or unanticipated, suspected or unsuspected, which I ever
had, now have or may, shall or hereafter have by any reason, mat-
ter, cause or thing whatsocever, arising out of the rights herein
granted to you or otherwise in connection with such motion pic-
tures. I hereby specifically waive the provisions of California
Civil Code Section 1542 which provides: "a general release does
not extend to claims which the creditor does not know or suspect
to exist in his favor at the time of executing the release, which
if known by him, must have materially affected his set*lement wits
the debtor."

This agreement shall be construed, interpreted and en-
forced in accordance with, and governed by, the laws of the sSta<te
of California applicable to agreements executed and to be wholly
performed within the State of California, and cannot be mecdified
and/or revoked without your written consent.

I grant you the foregoing rights with the knowledge and
understanding that you will incur expenses and/or undertake conm-
mitments in reliance thereon and that in the granting cf the
foregoing consent and rights I have not been induced to so do by
any representation or assurance by you or on your behalf relative
to the manner in which any of the rights or licenses granted here-
under may be exercised; and I agree that you are under no ctliga=-

e o

tion to exercise any of the rights or licenses granted hereundex.

The terms hereof shall be binding upon me and 2y heirs
and legal representatives.

Very truly yours,

Name: Frank Dux
Address:

Phone No.:( )
Social Security #:

STATE OF )
COUNTY OF )

On this the day of y 198_, befcre ne
the undersigned, a Notary Public in and for said County and
State, personally appeared ¢ Personally Xkncwn o
me or proved to me on the basis of satisfactory evidence to e
the person whose name is subscribed to the within instrument ang
acknowledge that he executed the same.

IN WITNESS WHEREOF, I have hereunto set my hand and
affixed my seal, the day and year first above written.

Notary Public for said County and State

1:.'
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EXHIBIT " p"
TURNAROUND

If Producer at any time exercises its right to abandon
production of the Picture by so notifying Lender in writing, then
Lender shall have the exclusive option (the "Turnaroung Option")
for a period of twelve (12)_months from the date of
Producer's notice to Lender of its election to abandon production
of the Picture (the "Option Period"), to acquire all of Produc-
er's right, title and interest in and to the Property (as defined
kbelow in this Exhibit) by complying with the Provisions hereosf
and upon the condition that Lender is not in defaul+ of the
agreement to which this Exhibit is attached (the "Agreement") .,
Said Turnaround Option shall be exercised, if at all, by giving
-written notice to Producer accompanied by payment to Producer of
an amount equal to any and all costs, charges and expenses
incurred, paid or advanced by Producer in connection wi<h and i
respect of the Picture (including, without limitation, all mcnies
and other amounts paid or payable to Lender in connectien wigh
the Picture, and all amounts paid or payable in respect of the
underlying rights in and to the Picture), plus interes= on all of
the foregoing costs, charges and expenses at the rate of +wo
percent (2%) per annum above the rate charged Producer, from +ti=s
to time, for amounts borrowed by Producer in connection with the
production of motion pictures, computed from the date when
incurred, paid or advanced (all of the foregoing costs, charges
and expenses plus the stated interest thereon are hereinafte
referred to -as the "Turnaround Costs"), and provided Chats

r

1. A party or parties having financial responsibility satis-
factory to Producer shall assume in writing all of Producer's
ocbligations in connection with the Picture and shall keep arngd

or performed by Producer in connection with the Picture, 4inciug-
ing, without limitation, any and all ocbligations owing pursuan<
to any applicable collective bargaining agreements.

2 Lender shall concurrently therewith exXaecute, and obztain
execution by a party having financial responsibility satisfactory
to Producer, an indemnity agreement, in a from satisfactory %o
Producer, pursuant to which Lender and said financially
responsible party shall indemnify and hold Producer (and its
sSuccessors, licensees and assigns) harmless frop and against any
and all clainms, actions. cost and €xXpense of any kind or nature
whatsoever (including attorneys' fees and costs) arising out of
or in any way related to the Picture and/or Lender's accuisizien
of rights in the Property.




3. If Lender enters into O purports to enter inte an
agreement relating to the Picture and/or the Property wi+h any

cause to be paid the entire Turnaround Costsg prior to or ccn-

+ SUch agreement shal:
be null and void ab initio; upon Lender's entering in+o any such
agreement or upon Lender's Or such thirg party's making any use
of the Property prior to paying Producer the Turnaround Costs,
Lender's Turnaround Option shall be automatically terminated ang
thereafter Producer shall own all rights in and to the Property
and Picture, free of Lender's Turnaround Ontion, and Producer
shall be free to utilize, dispose of Or otherwise exploi+ «n
Property and Picture in any manner whatsoever Produces '

Xy AR dts
sole and complete discretion, shall determine.
4, If during the Option Period Lender Proposes <o en=or

into any agreement with any thirg party for the develcpment and/
or production of any motion Picture or other procducticn based
upon the Property on terms differing from those set fcxrth ia +he
Agreement or with any new or changed element (s) (including, wi=n-
out limitation, a revised Property or change of Principal actors
or director or precducer), then Lender shall notizy Prcducer in
writing of the differing terms and conditions, inc ing anw
changed element(s), and Producer shall have the =i

state the Agreement for the production of the Picture on +ne
basis of such new terms and conditions and/or changed elements w--
SO notifying Lender in writing within thirty (30) days after

receipt of Lender's notice of such new terms and condi<icns o

|52

changed element(s). IFf Producer does no= elect %o g8 Haip Tate

—

the Agreement, then Lender shall thereafter be free TC enter in--

the proposed agreement with such thirg Party in accordance wisn
the provisions of this Exhibit; provided, such agreement is
eXecuted within the Option Period ang Producer is reirburses i=g
Turnaround Costs as provided herein.

5. If Lender does not exercise the Turnaround Ortion withis
the Option Period, then Producer shall own all rights in a
the Property and the Picture, and shall be free <5 use sai
erty and Picture as it shall determine in its Sole and con

discretion. In such event Producer shall have ne further
cbligation whatsoever to Lender hereunder,

'.J
"o

6 If Lender Properly exercises the Turnarcung Cotion in
accorcance with all +he Provisions of this Exhibit ans timely
pays Froducer the Turnaround Cosgts and if Lender (or any parey
claiming rights through Lender) produces a motion picture e»
motion pictures based (in whole or in Part) upon the 2EoherTy;
then Lender shall pPay (or cause to be paid) to Producer (ox
Producer!'s designee) the following:




(2) In connection with each such motion picture, the
sum of $50,000.00 » payable not later than five (5) days
after the start of principal photography of each such motiecn
picture.

(b) In connection with each such motoin picture, an
amount equal to2-1/2% of 100% of the "net profits" of each such
motion picture. "Net profits" shall be computed, defined, ac-
counted for and paid (i) in the same manner as applicable to
Lender, or if Lender does not receive "net profits" (ii) on a
"most favored nations" basis with all other "net profit" partic-
ipants, or if there are no other "net profit" bartieipants ix <he
applicable motion picture (iii) on a basis to be negotiated in
good faith. Lender shall obtain for Producer the right To diraps
accountings, and Lender shall use best efforts to obtain dirsct
-audit rights for Producer.

w —de

ed in the Agreement to the contrary, the following terms shall
mean as follows:

For the purpose hereof, and notwithstanding anything cecntain-

"Lender" shall mean Mark DiSalle

"Preoducer" shall mean Cannon Films Inc.

"Picture" shall mean_ that certain motion victure to be bhaszd me- —=a

Property
"Property" shall mean (1) that certain _ screenplay (im=uhlistcs)
tentatively entitled writzen by
Sheldon Iettich and X¥xX certain asvects of the 1:°s

story of Frank Dux (as set forth in the Agreement)

M. - - ] -5
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