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SECURITY AGREEME

THIS SECURITY AGREEMENT (this “Sccurity Agreernent”™), daied as of June 18,
2311, made by Federated Sports & Gaming, Inc., a Delaware corporation {the “Company™} and
Federated Heartland, Inc., a Delaware corporation (the “Grantor™}, in favor of All In Production,
LLE, a North Dakota limited liability parinership {the “Seller™.

RECITALS

A, The Company and the Seller bave entered into that ceriain Asset Purchase
Agreement (the “Purchase Agreement”), dated as of April 28, 20115 and

B. Pursuant to the Purchase Agreement, a portion of the purchase price payable
under the Purchase Agreement has been paid by the delivery of a Senior Secured Promissory
Mote with the Company and the Grantor as Makers pavable to the order of the Seller (the
“Note™ .

. The Grantor has received substantial economic benefits from the consunuuation
of the transactions under the Purchase Agreement, including without limitation title to the
purchased Assets and operations of the Business, as such ferms are defined in the Purchase
Agreement,

. As a condition of transferring the assets to the Grantor in exchange for the Note,
the parties are creating a first position security interest in all of the assets of the Grantor pursuant
to the terms of this Securily Agreement to secure performance of the Note, except for Liens
granted 1o Starion Financial securing solely the Starion Loan,

NOW, THEREFORE, in consideration of the credit extended by the Sclier to the
Company, to which the Grantor will benefit, and for other good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, the parties agree as follows:

ARTICLE I
DEFINITIONS

Capitalized terms not otherwise defined herein shall have the meaning given to them in
Section 1 of the Note, Terms not otherwise defined herein and defined in the UCT shall have,
unjess the context otherwise requires, the meanings set forth in the UCC as in effect on the date
hereof (except that the term “document” shall only have the meaning set forth in the UCC for
purposes of clause {d) of the definition of Collateral). When used in this Securily Agresment,
the following terms shall have the following meanings:

“Accounts™ shall mean all sccounts, Including without Hmitation, all rights to payment

for goods sold or services rendered that are not evidenced by instruments or chattel paper,
whether or not earned by performance, and any associated righis thereto.
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“Collateral” shall mean all personal properties and personsl asseis of Grantor, wherever
located, whether tangible or intangible, and whether now owned or hereafier acquired or arising,
including without litation:

{a) all Inventory and documents relating o Inventory;
) all Accounts and documents relaling to Accounts;

{c} all eguipment, fixtures and other goods, ncluding without limitation,
machinery, trade fixtures and furniture;

{d) all general intangibles (including without Himitation payment intangibles,
software, customer lsts, sales records and other business records, contract rights, causes of
action, and Heenses, permits, franchises, patents, copyrights, trademarks, and goodwill of the
business in which the trademark is used, trade names, or rights to any of the foregoing),
promissory notes, copfract wights, chattel paper, documents, letter-of-credit rights and
ingiruments;

{e) all motor vehicles;

{H all deposit aceounts;

{g) all commercial tort claims; and
Vi

{l) all additions and accessions to, all spare and vepair parts, special tools,
equipment and replacements for, and all supporting obligations, proceeds and products of, any
and ail of the foregoing assets described in Sections () through (k), inclusive, above,

“Fvent of Default” has the meaning set forth in the Note,
“Grantor” shall have the meaning set forth in the Preamble.

“Inventory” shall mean all inventary, including without limitation all goods held for sale,
lease or demonsiration or o be furnished under contracts of service, goods leased to others,
trade-ins and repossessions, vaw materials, work in process and materials used or consumed in
Grantor’s business, including, without limitation, goods in trausit, whergsoever localed, whether
now owned or hereafter acquired by Grantor, and shall include such property the sale or other
disposition of which has given rise to Accounts aud which has been returned to or repossessed or
stopped in transit by Grantor,

“Note” shall have the meaning set forth in the Recitals,

“Ohbligations” shall mean: {a) the oulstanding principal of, and all interest on, the Note,
and any renewst or extension thereof; and (b all debts, Habilities and payment cbligations of the
Company conisined in the Note, including, reasounable attorneys’ fees incutred in connection
with enforcing any ebligations of the Seller under the Note, this Security Apgresment and the
Security Interests granted hereunder, both before and after judgroent.
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“Purchase Agresment” shall have the meaning set forth tn the Recitals,

“Security Agreement” shall mean this Security Agreement, together with the schedules
attached hereto, as the same may be amended, supplemented or otherwise modified from tirne 1o
fime in accordance with the terms hereof

“Security Interest” shall mean the security interest of the Seller in the Collateral granted
by Grantor pursuant to this Security Agreement.

“TICCY shall mean the Uniform Commercial Code as adopted in Minnesota and in effect
from tme to time.

ARTICLE B
THE SECURITY INTEREST: REPRESENTATIONS AND WARRANTIES

2.1 The Security Interest. To secure the full and complete payment and performance
when due (whether at stated matwrity, by acceleration, or otherwise) of the Obligations, Grantor
hereby grants to the Sailer a security inferest in all of Grantor’s right, title and intevest in and to
the Collateral.

22 Represeniations and Warranties, Grantor hereby represcnts and warrants to the
Seller on the date hereof that:

{(a} The records of Grantor with respect to the Collateral are presenily located
only at the addross listed on Sghedule | attached to this Security Agreernent.

() Grantor is a Delaware corporation, Grantor’s exact legal name is set forth
or the signature pages hereto and the organization identification number of Grantor is listed on

(¢} Grantor has good title to, or vaiid leaschold interest in, sll of its material
Collateral free and clear of all liens, encumbrances, security interests and restrictions on any of
the Collateral except the lens in favor of the Seller and the Permitied Liens.

2.3 Swthorfeation te File  Financing Statementa. Grantor  hereby  irrevocably
authorizes the Seller at any time and from tire to tire to {ile in any UCC jurisdiction any initial
financing statements and amendments thereto that (a) indicate the Collateral (3) as all asseis of
Granior or words of similar effect, regardless of whether any particular asset comprised in the
Collateral falls within the scope of Article § of the UCC or such other jurisdiction, or (if) as
being of an equal or lesser scope or with greater detall, and (b} contain any other information
required by part 5 of Article 9 of the UCC for the sufficiency of filing office acceptance of any
financing statement or amendment, including whether Grantor is an organization, the type of
organization and any state or federal organization identification nurnber issued to Grantor.
Grantor agrees to furnish any such information to the Seller promptly upon request.
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ARTICLE I
AGREEMENTS OF THE DEBTOR

From and after the date of this Security Agrsement, and until all of the Obligations {other
than contingent obligations) are paid in full, Grantor shall:

3.1 Maintenance of Security Imterest. {a) At the expense of Grantor, defend the
Security Interest against any and all claims of any person adverse to the Seller (except for
Permitted Liens), and take such action as the Seller may from time to fime reasonably request to
maintain the perfected status of the Security Interest under Article 9 of the UCC, subject to
Section 3.1(k) hereof. Except for Permitted Liens, Grantor shall not further mwmber or grant a
security inierest in any of the Collateral except to the Seller without the prior written consent of
the Seller,

o) Grantor will not sell or otherwise dispose of the Collateral or any inferest
therein without the prior written consant of Selier, except that, until the occurrence of an Event
of Default and the revocation by Seller of Grantor’s right to do so, Grantor may sell any
inveniory, consume supples or promotional materials or otherwise dispose of immaterial
amounts equipment and fventory that are obsolete or no longer useful, constituting Coliateral
provided such sale, consurnption or disposal is in the ordinary course of business,

{e) Grantor further agrees, using reasonable efforts, to take any other
magmmblc action requested by the Seller to ensure the stiachment, perfection and first pmunw of
the Security Interest in the Collateral, except for Liens granted to Starion Financial securing
solely the Starion Loan, and subject to Permitted Liens, and the ability of the Seiler to enforee
the Security Interest in, any and all of the Collateral including, without lmitation, delivering and,
where appropriate, filing financing staterents and amendments relating thereto under the UCC,
If Selier at any time so requests (whether the request is made before or after the ccourrence of an
Event of Defanit), promptly deliver to Seller any instrument, document or chatlel paper
constituting Collateral, duly endorsed or assigned by Grantor. Gramior shall execute, deliver or
endorse any and all instruments, documents, assignments, sccurity agreements and other
agreements and writings that Seller may at any time reasonably request in order to secure,
protect, perfect or enforce the Security Interest and Seller’s rights under this Agreement.

32 Name: Logal Status, (a) Without providing at least thirty (30} days prior notice to
the Seller, Grantor will not change its name, its place of business or, if more than one, chict
executive office, or its mailing address or organizational identification nuraber, if applicable, (b}
if Granior does not have an organizational identification number and later oblains one, Gmnmr
shall forthwith notify the Ssller of such orgenizational identification number, and (¢} Grantos
will not change its type of organization or jurisdiction of organization without providing thurty
{30 days prior written notice to the Seller.

33 Covenants. The Grantor covenants that upon the reasonable request of Seller, {in

any case not more than once prior to the Maturity Date) the Grantor will deliver to Seller all
material notices, financial statements ot reports received by the Grantor at the time such request
is made as an owner or holder of the Collateral.
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ARTICLE IV
RIGHTS AND REMEDIES

4.1 The Seller’s Right to Care. In case of faitlure by Grantor o pay any fees,
assessments, charges or taxes arising with respect to the Collateral, the Seller shall have the right,
but shall not be obligated, o pay such fess, assessments, charges or faxes, as the case may be,
and, in that event, the cost thereof shall be pavable by Grantor to the Seller prompily upon
demand.

47  Rights of Parties. Upon the ocourrence and during the continuance of an Event of
Defanlt, in addition to all the rights and remedies provided in the Note or Asticle 9 of the UCC
and any other applicable law, the Seller may (but is under no obligation so to dok:

{a) require Grantor to assemble the Collateral at a place designated by the
Seller, which is reasonably conventent to the parties; and

(b}  take physical possession of Inventory and other tangible Coliateral, and
Grantor’s records pertaining to all Collateral that are nevessary to properly administer and
control the Collateral or the handling and collection of the Collateral, and sell, lease or otherwise
dispose of the Collateral in whole or in part, at public or private sale, on or off the premises of
Grantor; and

{c) collect any and all money due or to become due and enforce in Grantor’s
name all rights with respect to the Collateral; and

{d} settle, adiust or compromise any dispute with respect to any Account; and

{e) on behalf of Grantor, endovse checks, notes, drafis, woney orders,
instruments or other evidences of payment,

43  Power of Aftornev. Grantor does hereby constitmte and appoint the Seller as
Grantor’s true and lawful attorney upon the ocowrrence and during the continvance of an Hvent
of Defanlt with full power of substitution for Grantor in Grantor’s name, place and stead for the
purposes of performing any ohligation of Grantor under this Security Agreement and taking any
action and executing any instrument which the Seller may deem necessary or advisable to
perform any obligation of Grantor under this Seourity Agreement, which sppointment 1S
irrevocable and coupled with an interest, and shall not terminate until the Obligations (other than
contingent obligations with respect to indemmnification obligations that have not yet accried) are
paid in fill,

44  Right io Collect Accounis. Uposn the occurtence and during the continuance of an
Event of Default: (a) Girantor authorizes the Seller to notify any and all debtors on the Accounts
to make payment directly to the Seller {or to such place as the Ssller may direct); (b)) Grantor
agrees, on wiitten notice from the Seller, to deliver to the Seller prompily upon receipt thereof, in
the form in which received (iogether with all noeessary endorsements), all payments received by
Grantor on account of any Account; and {¢) the Seller may apply 8l such payments against the
Obligations in accordance with Section 4.7 or at the Seller’s pption remit all or part of such
payments io Granior,
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4.5 Reasonable Notice, Writien notice, when required by law, given al least ten {10}
calendar days {(couniing the day of sending) before the daie of a proposed disposition of the
Collateral shall be reasonable notice.

4.6 Limitation on Dulies Regarding Collateral. The Seller’s sole duty with respect to
the custody, safekeeping and physical preservation of the Collateral in is possession, under
Section 9-207 of the UCC or otherwise, shall be to deal with it in the saroe manner as the Seller
deals with similar property for its own account. Neither the Seller nor any of its directors,
officers, emplovees or agents, shall be Hable for failure to demand, collect or realize upon any of
the Collateral or for any delay in doing so or shall be ander any obligation to sell or otherwise
dispose of any Collateral upon the request of Grantor or otherwise,

47  Application of Procesds. If an Event of Default shall have occurred and be
continuing, the Seller shall apply all or any part of the proceeds resulting from any sale or
disposition of the Collateral pursuant hereto in payment of the Obligations in ihe following
order:

{a} to the reasouable costs and expenses incurred by the Selier in connection
with any sale or other disposition, including reasonable attorneys’ fees;

by to the pavment of the Obligations then due and owing in any order
selected by the Scller; and

{&) to the Company or to whomasoever may be lawfully entitled to receive the

4.8 Other Remedizs, No remedy hersin conferved upon the Seller is intended to be
exclusive of any other remedy and each and every such remedy shall be cumulstive and shall be
in addition to every other remedy given under this Security Agreement, the Note or hereatler
existing at law or in equity or by statute or otherwise. No failure or delay on the part of the
Seller in exercising any right or remedy hereunder shall operate as a waiver thereof nor shall any
single or partial exercise of any right hereunder preclude other or further exercise thereof or the
exercise of any other right or remedy.

ARTICLE Y
MISCELLANEQUS
i1 Fxpenses and Alormevs. Fees. The Grantor shall pay all reasonable aund
documented out~of-pocket fees and expenses incurred by the Seller, including the reasonable
fess of counsel, in connection with the enforcement of the rights of the Seller under this Security
Agreement, including without limitation the enforcement of such rights in any baskruptey,
renrganization or insolvency proceeding nvolving Grantor,

52  Assignabilitv. Successors. (rantor’s rights and labilities under this Security
Agreement are not assignable or delegable, in whole or in part, withowt the prior written cousent
of the Selier. The Seller's rights and liabilities under this Security Agrecment are not assignable
or delegable, in whole or in part, without the prior wiitten consent of the Company. The
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provisions of this Security Agreement shall inure to the benefit of and be binding upou the
successors and assigns of the parties.

5.3 Survival, All agresments, represeniations and warrantics made in this Seourity
Agreement of in any document delivered pursoant fo this Security Agreement shall survive the
execution and delivery of this Security Agreement, and the delivery of any such document.

5.4  Governing Law. This Security Agreement shall be governed by, and construed
and interpreted ju accordance with, the laws of the State of Minnesota applicable to contracts
made and wholly performed within such state.

5.5 Counterparts; Headings. This Security Agreement may be executed in several
counterparts, each of which shall be deemed an original, but such counterparts shall logether
constitute but one and the same agreement. The article and section headings in this Securtty
Agreement are inserted for convenience of reference only and shall not constitute a part hereof.

5.6  Notices. All communicaiions or notices required or permitted by this Securily
Agreement shall be in writing and shall be deemed to have been given: (a) upon delivery if hand
delivered; or (b} upon deposit in the Linited States mail, posiage prepaid, or with a nationally
recopnized overnight commercial carrier, alrbill prepaid; or (¢} upon transmission by facsinile,
provided that such travsmission is promptly confivmed by hand delivery, mail or courier as
provided above, and each such communication or notice shall be addressed as follows, unless
and until any party notifies the other in accordance with the Section of a change of address:

{a) If'to Grantor or the Company, to

1740 N Nivest, NW
Suite 300

Washington, DC 20036
Attn: Michael Brodsky

With a copy ton

Kikland & Bilis LLP

£35 15th Street, MW, Suite 1200
Washington, DC 20036

Attn: Andrew Herman. Hsq.
Telecopy Mo, (202} 879-5240

{b} if 1o Seller, to:

Al In Productions, LLC

- 4180 38th Sireet South
Fargo, North Dakota 58104
Atine Greg Lang
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With a copy to:

Moss & Barnett, A Professional Association
4800 Wells Fargo Center

90 South Seventh Sireet

Minneapolis, Minnesoia 55402

Attn: Christopher Stall, Esq.

Telecopy Mo, (612) 877-5069

5.7 Amendment. Noamendment of this Security Agreoment shall be effective uniess
in writing and signed by the Company and the Seller.

5.8 Severability. Auny provision of this Securily Agreement which is prohibited or
unenforceable in any juriadiction shall, as to such juriadiction, be ineffective to the extent of such
prohibition or unenforceability without mvalidating the remaining provisions of this Security
Agreement in such hurisdiction or affecting the valldity or enforceability of any provision in any
other jurisdiction,

59 WAIVER OF RIGHT TO JURY TRIAL. THE COMPANY, GRANTOR AND
SELLER {BY ACCEPTING THIS NOTE), ON BEHALF OF ITSELF, I15 SUCCESSORE
AND ASSIONS, HEREBY WAIVES, TO THE EXTENT PERMITTED BY APPLICABLE
LAW, TRIAL BY JURY IN ANY LITIGATION IN ANY COURT WITH RESPECT TG, IN
CONNECTION WITH, OR ARISING OUT OF THIS NOTE OR ANY OTHER AGREEMENT
CONTEMPLATED HEREBY OR THEREBY OR THE VALIDITY, PROTECTION,
INTERFRETATION, COLLECTION OR ENFORCEMENT.

530 QOVERNING LAW. ALL  QUESTIONS CONCERNING THE
CONSTRUCTION, VALIDITY AND INTERPRETATION OF THIS SECURITY
AGREEMENT WILL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH
THE DOMESTIC LAWS OF THE STATE OF MINNESOTA, WITHOUT GIVING EFFECT
TO AMNY CHOICE OF LAW OR CONFLICT OF LAW PROVISION OR RULE (WHETHER
OF THE STATE OF MINNESOTA OR ANY OTHER JURISDICTION) THAT WOULD
CAUSE THE APPLICATION OF THE LAWS OF ANY JURISDICTION OTHER THAN THE
STATE OF MINWNESOTA,

511 Juisdiction. The Grantor and the Company submit to the juriediction of any staie
or federal court sitting in State of Minnesots, in any action or proceeding for speciiic
performance arising out of or relating to this Security Agrosiment and agrees that all claims in
respect of the action or procesdings may be heard and determined in any such court and hereby
expressly submite to the personal jurisdiction and venue of such eourt for the purposes hereof
and expressly waives any claim of improper venue and any claim that such courts are an
inconvenient forun,

5,12  Relesses.

{a) At such fime as the Obligations {other than contingent obligations with
reapect to indenmification obligations that have not yet scerued) shall have been paid in full, the
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Collateral shall be released from the Security Inferesis created hereby, and this Security
Agresment and all obligations (other than those expressly stated to survive such termination) of
the Seller and Grantor hereunder shall terminate, all without delivery of any lnstrument or
performance of any act by any party, and all rights to the Cellateral shall revert to the Grantor
At the request and sole expense of Grantor following sny such termination, the Seller shall
deliver to Grantor any Collateral held by the Seller hersunder, and execute and deliver fo Grantor
such documents as Grantor shall reasonably request to evidence such termination.

{b) Any of the Collateral transferred or otherwise disposed of by Grantor in g
transaction expressty permitted by Section 3.1(b) of this Security Agreement (“Bisposed
and such Security Interests shall automatically terminate upon such permitted disposition. The
Sclier, at the request and sole expense of Grantor, shall exccute and deliver to Geantor all
releases or other documents reasonably necessary to evidence the releass of the Security Interest
in such Disposed Collateral.

ALY

5.1%  Incorporation of Recitals. The recitals hereio are incorporated inio this Security
Agreement by reference.
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IN WITHESS WHEREOF, this Seourity Agresment has been execuied by the
undersigned a5 of the day and year first above writien,

THE COMPANY:

FEDERATED SPORTS & GAMING, INC,

«
By ‘
ame:
Tiile:
THE GRANTOR:

FEDERATED HEARTLAND, INC,

o

By: ¢ & Sy e
Name: »”L\‘
Title: B
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SOMPEDULE { 1O SECURITY AGREEMENT
Locatinns of Collateral

Orrpandzational ID:

[Insert]

Address of Grantors’ Records of Collateral and Chief Executive Office:

1740 N Strest, NW
Suite 300
Washington, DC 20036

Collateral Locations:

Washington, DC
Fargo, N
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