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GENERAL INSTRUCTIONS
I. Eligibility Requirements for Use of Form 1-A.

This form is to be used for securities offerings made pursuant to Requlation A, 17 CFR 230.251 et
seq. Careful attention should be directed to the terms, conditions and requirements of the
regulation, especially Rule 251, inasmuch as the exemption is not available to all issuers or to every
type of securities transaction. Further, the aggregate offering amount of securities, which may be
sold in any 12-month period, is strictly limited to $5 million.

ll. Preparation and Filing of the Offering Statement.

An offering statement shall be prepared by all persons seeking exemption pursuant to the
provisions of Regulation A. Parts |, Il and lll shall be addressed by all issuers. Part Il of the form,
which relates to the content of the required offering circular provides several alternate formats
depending upon the nature and/or business of the issuer; only one format needs to be followed and
provided in the offering statement. General information regarding the preparation, format, content
of, and where to file the offering statement is contained in Bule 252. Requirements relating to the
offering circular are contained in Rules 253 and 255. The offering statement may be printed,
mimeographed, lithographed, or typewritten or prepared by any similar process, which will result in
clearly legible copies.

lll. Supplemental Information.
The following information shall be furnished to the Commission as supplemental information:

(1) A statement as to whether or not the amount of compensation to be allowed or
paid to the underwriter has been cleared with the NASD.

(2) Any engineering, management or similar report referenced in the offering circular.

(3) Such other information as requested by the staff in support of statements,
representations and other assertions contained in the offering statement.

PART I— NOTIFICATION

The information requested shall be provided in the order, which follows specifying each item
number; the text of each item as presented in this form may be omitted. All items shall be
addressed and negative responses should be included.

ITEM 1. Significant Parties
List the full names and business and residential addresses, as applicable, for the following persons:

(a) The issuer's directors;

(1 Stephen F. McKernan: Director
Business: 410 Park Avenue, Suite 1530, New York NY, 10022
Residence: 13284 Bathurst Street, King City Ontario Canada L7B 1K5

2 Bernard Fabish: Director
Business: 410 Park Avenue, Suite 1530, New York NY, 10022
Residence: 1095 Thimbleberry Circle, Oshawa Ontario Canada L1K2H1

(b) the issuer's officers;
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(1)Stephen F. McKernan President and Chief ExecutiveOfficer

Bernard Fabish: Chief Financial Officer
the issuer's general partners;
None.
record owners of 5 percent or more of any class of the issuer's equity securities;
(1) Le Fete Inc.

beneficial owners of 5 percent or more of any class of the issuer's equity
securities;

(1) Stephen McKernan

promoters of the issuer;

(1 Stephen F. McKernan
Business: Business: 410 Park Avenue, Suite 1530, New York NY, 10022

Residence:13284 Bathurst Street, King City Ontario Canada L7B 1K5

affiliates of the issuer;
Not applicable.

counsel to the issuer with respect to the proposed offering;
Law Oftices of Glen P. Hannemann

each underwriter with respect to the proposed offering;
No such underwriters have been procured at this time.

the underwriter's directors;

Not applicable as we do not have an underwriter at this time
the underwriter's officers;

Not applicable as we do not have an underwriter at this time
the underwriter's general partners; and

Not applicable as we do not have an underwriter at this time
counsel to the underwriter.

Not applicable as we do not have an underwriter at this time

ITEM 2. Application of Rule 262
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State whether any of the persons identified in response to ltem 1 are subject to any
of the disqualification provisions set forth in Rule 262.

No, they are not.

If any such person is subject to these provisions, provide a full description including
pertinent names, dates and other details, as well as whether or not an application
has been made pursuant to Rule 262 for a waiver of such disqualification and
whether or not such application has been granted or denied.

Not Applicable

ITEM 3. Affiliate Sales

If any part of the proposed offering involves the resale of securities by affiliates of the issuer,
confirm that the following description does not apply to the issuer.

The issuer has not had a net income from operations of the character in which the issuer intends to
engage for at least one of its last two fiscal years.

Not applicable, the issuer has no affiliates.

ITEM 4. Jurisdictions in Which Securities Are to be Offered

(@)

List the jurisdiction in which the securities are to be offered by underwriters, dealers
or salespersons. '

Canada and United States, including New York, California, Florida, Ohio, Ontario,
British Columbia, Mass, New Jersey, Connecticut

List the jurisdictions in which the securities are to be offered other than by
underwriters, dealers or salesmen and state the method by which such securities are
to be offered.

None

ITEM 5. Unregistered Securities Issued or Sold Within One Year

(@)

As to any unregistered securities issued by the issuer or any of its predecessors or
affiliated issuers within one year prior to the filing of this Form 1-A, state:
(1) the name of such issuer;

a. Entertainment Royalty Corporation Inc. (the “Issuer”) Issued common stock in
order to completely purchase it’s subsidiary Entertainment Royalty
Corporation TCI.

b. Issuers affiliated with the Issues:

I. No stock was issued in the last twelve-month period to affiliates.
(2) the title and amount of securities issued;
a. Common Stock

b. Not Applicable
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(3)

(4)

the aggregate offering price or other consideration for which they were issued
and basis for computing the amount thereof,

a. All of these shares were issued in consideration of services
rendered on behalf of the Issuer at a deemed value per share
as determined by the issuer’s board of directors. were
deemed to have a value of 1/10 of one cent, ($0.001 USD)
per share and were based on a one to one share exchange.

b. 684,000 Common shares were issued in consideration for
cash and services. The aggregate cash price for said shares
was thirty cents ($0.30 USD). Said shares are being registered
within this statement see below.

the names and identities of the persons to whom the securities were issued.
for the Issuer:

Not Applicable.

(1) Directors and officers of the issuer.

As to any unregistered securities of the issuer or any of its predecessors or affiliated issuers
which were sold within one year prior to the filing of this Form 1-A by or for the account of
any person who at the time was a director, officer, promoter or principal security holder of
the issuer of such securities, or was an underwriter of any securities of such issuer, furnish
the information specified in subsections (1) through (4) of paragraph

None

Indicate the section of the Securities Act or Commission rule or regulation relied
upon for exemption from the registration requirements of such Act and state briefly
the facts relied upon for such exemption.

All shares were issued pursuant to Regulation D under the Securities Act in private
transactions not involving any public offering. All such sales were reported to the
Commission on Forms D.

ITEM 6. Other Present or Proposed Offerings

State whether or not the issuer or any of its affiliates is currently offering or contemplating the
offering of any securities in addition to those covered by this Form 1-A. If so, describe fully the
present or proposed offering.

Neither the issuer, nor any of its affiliates, is currently contemplating offering any securities other
than those covered by this Form 1-A.

ITEM 7. Marketing Arrangements

(a) Briefly describe any arrangement known to the issuer or to any person named in

response to Item 1 above or to any selling security holder in the offering covered by
this Form 1-A for any of the following purposes:
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(1) To limit or restrict the sale of other securities of the same class as those to be offered
for the period of distribution;

No such arrangements are known.
(2) To stabilize the market for any of the securities to be offered;
No such arrangements are known.

(3) For withholding commissions, or otherwise to hold each underwriter or dealer
responsible for the distribution of its participation.

No such arrangements are known.
(b) Identify any underwriter that intends to confirm sales to any accounts over which it

exercises discretionary authority and include an estimate of the amount of securities
so intended to be confirmed.

The issuer knows of no such underwriter.
ITEM 8. Relationship with Issuer of Experts Named in Offering Statement

If any expert named in the offering statement as having prepared or certified any part thereof was
employed for such purpose on a contingent basis or, at the time of such preparation or certification
or at any time thereafter, had a material interest in the issuer or any of its parents or subsidiaries or
was connected with the issuer or any of its subsidiaries as a promoter, underwriter, voting trustee,
director, officer or employee furnish a brief statement of the nature of such contingent basis, interest
or connection.

Other than the issuer's directors, officers, counsel, and accountants, no experts participated in the
preparation or certification of the offering statement or any part thereof. None of those who did
participate were employed for that purpose on a contingent basis.

ITEM 9. Use of a Solicitation of Interest Document

Indicate whether or not a publication authorized by Rule 254 was used prior to the filing of this
notification. If so, indicate the date(s) of publication and of the last communication with prospective
purchasers.

No publication authorized by Rule 254 was used prior to the filing of this notification.

PART Il — OFFERING CIRCULAR
Financial Statement requirements, regardless of the applicable disciosure model, are specified in
Part F/S of this Form 1-A.

The Commission encourages the use of management's projections of future economic performance
that have a reasonable basis and are presented in an appropriate format. See Rule 175, 17 CFR
230.175.

The narrative disclosure contents of offering circulars are specified as follows:

A: For all corporate issuers - the information required by Model A of this Part It of Form 1-A.
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B: For all other issuers and for any issuer that so chooses - the information required by either
Part | of Form SB-2, 17 CFR 239.29, except for the financial statements called for there, or Model B
of this Part Il of Form 1-A. Offering circulars prepared pursuant to this instruction need not follow
the order of the items or other requirements of the disclosure form. Such information shall not,
however, be set forth in such a fashion as to obscure any of the required information or any
information necessary to keep the required information from being incomplete or misleading.
Information requested to be presented in a specified tabular format shall be given in substantially
the tabular form specified in the item.

OFFERING CIRCULAR MODEL A.
GENERAL INSTRUCTIONS:
COVER PAGE

Entertainment Royalty Corporation INC

Type of securities offered: Common voting Stock, $0.001 Par Value (the "Common Stock” or the
"Shares"). :

Maximum number of securities offered: 8,325,000
Minimum number of securities offered: No minimum
Price per security: $0.60

Total proceeds:

if maximum sold: $4,995,000

If minimum sold: $0 (See Questions 9 and 10) —

Is a commissioned selling agent selling the securities in this offering? Yes, but not identified at this
time.

If yes, what percent is commission of price to public?

Eight and one half percent (8.5%) and One and one half percent (1.5%) for expenses

Is there other compensation to selling agent(s)? [ 1Yes [*]No

Is there a finder's fee or similar payment to any person? [ ]Yes [*]No (See Question
No. 22)

Is there an escrow of proceeds until minimum is obtained? [ ]Yes[*]No (See Question
No. 26)

Is this offering limited to members of a special group, such as employees of the Company or
individuals? [ 1Yes [*]1No (See Question
No. 25)

Is transfer of the securities restricted? [ 1Yes[*]No (See Question
No. 25)
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INVESTMENT IN SMALL BUSINESSES INVOLVES A HIGH DEGREE OF RISK, AND
INVESTORS SHOULD NOT INVEST ANY FUNDS IN THIS OFFERING UNLESS THEY CAN
AFFORD TO LOSE THEIR ENTIRE INVESTMENT. SEE QUESTION NO. 2 FOR THE RISK
FACTORS THAT MANAGEMENT BELIEVES PRESENT THE MOST SUBSTANTIAL RISKS TO
AN INVESTOR IN THIS OFFERING.

IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY ON THEIR OWN
EXAMINATION OF THE ISSUER AND THE TERMS OF THE OFFERING, INCLUDING THE
MERITS AND RISKS INVOLVED. THESE SECURITIES HAVE NOT BEEN RECOMMENDED OR
APPROVED BY ANY FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY
AUTHORITY. FURTHERMORE, THESE AUTHORITIES HAVE NOT PASSED UPON THE
ACCURACY OR ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

THE U.S. SECURITIES AND EXCHANGE COMMISSION DOES NOT PASS UPON THE MERITS
OF ANY SECURITIES OFFERED OR THE TERMS OF THE OFFERING, NOR DOES IT PASS
UPON THE ACCURACY OR COMPLETENESS OF ANY OFFERING CIRCULAR OR SELLING
LITERATURE. THESE SECURITIES ARE OFFERED UNDER AN EXEMPTION FROM
REGISTRATION; HOWEVER, THE COMMISSION HAS NOT MADE AN INDEPENDENT
DETERMINATION THAT THESE SECURITIES ARE EXEMPT FROM REGISTRATION.

This Company: (Check at least one, as appropriate)
[*] Has never conducted operations.

[*] Isinthe development stage.

[ 1 Iscurrently conducting operations.

[ 1 Hasshown aprofitin the last fiscal year.

[ 1 Other (Specify):

This Offering (the "Offering”) is being made on a "best efforts basis,” and there is no minimum
number of Shares that must be sold in the Offering. The Company can give no assurance that all
or any of the Shares will be sold. No escrow account has been established, and all subscription
funds will be paid directly to the Company. Subscriptions shall be irrevocable

The Offering will begin on the effective date of this Offering Circular, and continue untii the
Company has sold all of the Shares offered hereby, or such earlier date as the Company may close
or terminate the Offering. There is no designated termination date for the Offering, but in no event
shall the Offering remain open for more than one year from the date hereof.

This Offering is not contingent upon any minimum number of Shares being sold, and it is on a
first-come, first-served basis. If subscriptions exceed 8,325,000 Shares, all excess subscriptions
shall be promptly returned to the subscribers thereof (without interest), and without deduction for
COmmMIsSions or expenses.

NO STATE REGISTRATION: THE COMPANY HAS NOT AS YET REGISTERED FOR SALE IN
ANY STATE. THE COMPANY CAN OFFER NO ASSURANCE THAT STATE LAWS ARE NOT
VIOLATED THROUGH THE FURTHER SALE OF ITS SECURITIES. THE COMPANY INTENDS
TO REGISTER ITS SHARES FOR SALE IN THOSE STATES IN WHICH THERE ARE
INDICATIONS OF SUFFICIENT INTEREST. SO FAR, NO SHARES HAVE BEEN OFFERED,
AND THEREFORE THERE HAVE BEEN NO INDICATIONS OF INTEREST FROM ANY STATE.
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This offering has been or will be upon effectiveness registered for offer and sale in the following
states. Blue sky to be registered in conjunction with the amendments to this filing.

In New York, Florida, California, Massachuseits, and Texas.
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of 100 pages.
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THE COMPANY

1. Exact corporate name: Entertainment Royalty Corporation Inc.
State and date of incorporation: Nevada/ August 30, 2004
Street address of principal office: Business: 410 Park Aveﬁue, Suite 1530, New York NY,
10022
Company Telephone Number: 212-826-1010
Fiscal year (month) (day): December 31

Person(s) to contact at Company with respect to offering:
Stephen McKernan, President & CEO
Telephone Number (if different from above):

Entertainment Royalty Corporation Inc. The company will principally be engaged in the collection of
Royalty Streams from Theatrical Musical and other Live Concert Entertainment event programming.
Revenue Streams will be derived from On-Demand Pay Per View market and the Licensing of
Entertainment Properties for Broadcast and Theatrical Grand Rights on a Global basis.

A maximum of 8,325,000 Common Shares are being offered to the public at $0.60 per share. This
means a maximum of $4,995,000 and a minimum of $__0___ of gross proceeds from this Offering
will be received by the Company and Selling Security Holders. Insiders hold 219,950,000 shares of
previously-issued shares of the Common Stock. This means that upon completion of the Offering,
about 219,950,000 of the Common Stock will be held by these insiders, and 36,209,000 by the
public, assuming that all Shares offered in this Offering are sold.

The Company has no underwriter at present.

Of the Shares offered hereby, 7,641,000 Shares are being offered by the Company, and 684,000
Shares are being offered by stockholders of the Company. The Company will receive all proceeds
from the sale of the remaining Shares, after expenses and any brokers’ underwriters' or finders’
compensation. Prior to this Offering, there has been no public market for the Company's Common
Stock. The following shares are to be registered for sale by the following Security holders by way of
this offering circular.
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Common Share

Selling Security Holder Number of Common Shares Aggreqate Price
Deutsche Suisse Financial Services Inc. 425,000 $0.05
George Zanette 50,000 $0.30
Sebastian Zeppieri 20,000 $0.30
Bernardo Paritti 50,000 $0.30
Napl Corporation 20,000 : $0.30
Sebastian Zeppieri 9,000 $0.30
2016826 Ontario Limited: 100,000 $0.30
Albert Bozzo 10,000 $0.30
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RISK FACTORS

2. Listin the order of importance the factors which the Company considers to be the most
substantial risks to an investor in this offering in view of all facts and circumstances or which
otherwise make the offering one of high risk or speculative (i. e., those factors which constitute
the greatest threat that the investment will be lost in whole or in part, or not provide an
adequate return).

High Risk Investment. The securities offered hereby are highly speculative,
involve a high degree of risk, and should be purchased only by persons who
can afford to lose their entire investment. Prospective investors should consider
very carefully the following risk factors, as well as all of the other information set
forth elsewhere in this prospectus.

The following factors, in addition to the other information contained in this
prospectus, should be considered carefully in evaluating the Company and its
business before purchasing shares of Common Stock offered hereby. This
prospectus contains forward-looking statements that involve risks and
uncertainties. The Company's actual results may differ materially from the
results discussed in such forward-looking statements. Factors that might cause
such a difference include, but are not limited to, those discussed below and in
"Business of the Company" as well as those discussed elsewhere in this
prospectus.

(1) The Corporation's recent origin. The Company has only recently commenced
operations and this faces the difficulties of a start up operation..

2) Minimal Revenues. Again, the Company has no history of revenues.

(3) The company is dependent upon Perceived needs of the entertainment, theatrical,
musical and live event industries and consumer demands alike

(4) Market acceptance of pay per view model by the masses. The Company is
dependant upon acceptance of its market of a pay per view presentation of it's
product which may not be sustainable.

(5) Recruitment of competent Management. Although the Company is very confident in
its current management, it may be required to recruit additional management
staff.

(8) Failure to Raise More Than Minimum Offering. There is no minimum number of
shares, which must be sold in this Offering. If only a minimum number of shares is
sold, the Company intends to proceed with its plans, but will obviously have to
proceed on a much smaller scale and with a lower likelihood of success.

(8) Market acceptance takes longer than predicted. Due to the pay per view market
model it may take additional time to bring the product to market as both
vendors and customers are required to accept the product within the pay per
view television system.
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(12)

(13)

(14)

Significant change in pay per view market. The current pay per view market is
delivered through television access providors such as satellite and cable. This
market may change, and if it does nos the companies operations may be affected.

Best Efforts Offering. This Offering is being made on a "best efforts basis," and there
are no minimum number of shares, which must be sold in this Offering. The
Company can give no assurance that all or any of the Shares will be sold. No
escrow account has been established, and all subscription funds will be paid directly
to the Company. Subscriptions are irrevocable.

Need for Additional Capital. The Company plans an ambitious marketing and
expansion program of the services offered via its web site that will require
expenditure of the net proceeds from this Offering. If less than all of the Shares
offered are sold, the Company may have to delay or modify its marketing plans and
proceed on a much slower or smaller scale. There can be no assurance that any
delay or modification of the Company's marketing plans would not adversely affect
the Company's business, financial condition, and results of operations. If additional
funds are needed to develop and market its products and services, the Company
may be required to seek additional financing. The Company may not be able to
obtain such additional financing, or, if obtained, such financing may not be on terms
favorable to the Company or to the purchasers of the Shares.

No Regular Trading Market May Develop. Following the Offering, the Company may
be considered a "non-reporting” issuer whose securities are not listed or subject to
regulation under the Securities Exchange Act of 1934 (the “Exchange Act’),
depending on how many securities are sold, and to how many investors are in place.
The vast majority of broker-dealers generally do not engage in the sale or trading of
securities of a "non-reporting” issuer. Further limitations upon the development of a
trading market are likely by virtue of regulations under Rule 15¢2-11 of the Exchange
Act, which require that before broker-dealers can make a market in the Company's
securities, and thereafter as they continue making the market, the Company must
provide these broker-dealers with current information about the Company. The
Company presently has formulated limited specific plans to distribute current
information to broker-dealers, and will only do so if there appears otherwise to be
adequate interest in making a market in the Company's securities. Furthermore, in
view of the relatively small size of the Offering, the duration of the Offering, and the
nature of the Company as a "non-reporting” issuer, it is possible that a regular
trading market will not develop in the near term, if at all, or that if developed, it will be
sustained. Accordingly, an investment in the Company's Common Stock should be
considered highly illiquid.

The Federal Communications Commission may change its mandate that all
broadcast must be high definition by 2006.

No State Reaqistration. The Company has not as yet registered its Shares for sale in
any state. The Company can undertake offer no assurance that state laws are not
violated through the further sale of its securities. The Company intends to register its
Shares for sale in those states in which there are indications of sufficient interest. So
far, no Shares have been offered, and therefore there have been no indications of
interest from any state.
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(18)

(19)

Arbitrary Offering Price of the Company's Securities. Prior to this Offering, there has
been no public market for the securities of the Company. The initial Offering price of
the Shares has been determined arbitrarily, with no consideration being given to the
current status of the Company's business, the value of its properties, its financial
condition, its present and prospective operations, the general status of the securities
markets, and the market conditions for new offerings of securities. The initial offering
price bears no relationship to the assets, net worth, book value, recent sales, price of
shares issued to founding shareholders, or any other ordinary criteria of value.

No Prior Market for Common Stock. Prior to this Offering, there has been no public
market for the Company's securities, and there can be no assurance that an active
trading market will develop after this Offering, or, if developed, that it will be
sustained. At least initially, the Company will be too small for its securities to be
included on the NASDAQ Small Cap Market. Such securities may be subject to a
rule under the Exchange Act that imposes additional stringent sales practice
requirements on broker-dealers who sell the Shares. Those sales practice
requirements, if imposed, would adversely affect the ability of broker-dealers to sell
the Shares, and consequently would adversely affect the public market for and the
trading price of the Common Stock. ’

Shares Eligible for Future Sale. The availability for sale of certain shares of
Common Stock held by existing shareholders of the Company after this offering
could adversely affect the market price of the Common Stock. Compared to the
maximum of 8,325,000 shares of Common Stock to issued in this Offering,
28,000,000 shares were issued to the Company's existing shareholders prior to this
Offering in private transactions in reliance upon exemptions from registration under
the Securities Act, and are, therefore, "restricted securities” under the Securities Act,
which may not be sold publicly unless the shares are registered under the Exchange
Act or are sold under Rules 144 or 144A of the Exchange Act after expiration of
applicable holding periods as discussed in greater detail below. Sales of substantial
amounts of the Company's currently outstanding shares could adversely affect
prevailing market prices of the Company's securities (including but not limited to the
Shares) and the Company's ability to raise additional capital by occurring at a time
when it would be advantageous for the Company to sell securities.

Underwriters' Influence on the Market. The Company presently has one underwriter
who has advised the Company that it intends to make a market in the Common
Stock after the Offering or otherwise to effect transactions in the Common Stock.
Additional underwriters may enlist to participate in these regards after the date of this
Offering Circular. Any such market-making activity may terminate at any time. |If
they participate in the market, underwriters may exert a dominating influence on the
market for the Common Stock. The price and liquidity of the Common Stock upon
conclusion of the Offering may be significantly affected by the degree, if any, of
underwriters' participation in such market.

Dilution. Purchasers of the Shares offered hereby will incur an immediate substantial
dilution, in terms of book value, from the public Offering price of approximately $0.60
per Share, assuming that all offered shares are sold Will be diluted $0.58. |f less
than the maximum number of Shares is sold, the dilution will increase to approach a
limit of $0.00 per share (assuming the minimum number of Shares are sold).
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No Dividends. No dividends have been paid on.the Common Stock of the Company.
The Company does not intend to pay cash dividends on its Common Stock in the
foreseeable future, and anticipates that profits, if any, received from operations will
be devoted to facilitating growth of the Company's future operations. Any decision to
pay dividends will depend upon the Company's profitability at the time, cash
available therefore, and other relevant factors, and will be made by the Company's
Board of Directors in the exercise of its sole and exclusive discretion.

Profitability. The Company does not expect to achieve profitability for the next v
several quarters, and there can be no assurance that it will be profitable thereafter,
or that the Company will sustain any such profitability if achieved. The limited
operating history of the Company makes the prediction of future results of operations
difficult if not impossible, and the Company and its prospects must be considered in
light of the risks, costs, and difficulties frequently encountered by emerging
companies, particularly companies in the highly competitive integrated media and
entertainment industries, respectively.

Dependence on Key Personnel. The Company's success is substantially dependent
upon a limited number of key management, sales, product development, technical
services, and customer support personnel. The Company believes that its future
success will depend in large part on its ability to attract and retain highly-skilled
managerial, sales, technical services, customer support, and service development
personnel. Competition for qualified personnel in the Entertainment industry is
intense, and there can be no assurance that the Company will be successful in
attracting and retaining such personnel. The loss of the services of one or more of
such key employees could have a material adverse effect on the Company's
business, financial condition, or results of operations. In particular, the Company
would be materially adversely affected if it were to lose the services of Stephen F.
McKernan, Founder & Chief Executive Officer, who has provided significant
leadership, direction, and services to the Company since its inception. -The
Company does not have employment contracts with, and does not hold key-man life
insurance or accident insurance policies on, these key personnel. Even if it did,
there is no assurance that these persons could be replaced by qualified personnel. -
At the same time, there are numbers of well-trained prospective technical employees
readily available in today's tight marketplace, though at substantial cost. Failure to
attract and retain key personnel could materially adversely affect the Company's
business, operating, results, or financial condition.

New Services and Rapid Technological Change. The market for the Company's
services is comprised of purchasers and resellers of products characterized by
rapidly changing technologies, evolving industry standards, changing regulatory
environments, frequent new product introductions, and rapid changes in customer
requirements and preferences. There can be no assurance that the introduction or
announcement of new and/or improved services by the Company will cause
customers to continue or increase their use of Company services or purchases of
products offered through those services, nor can there be any assurance that the
products offered by Entertainment Royalty Corporation Inc. will continue to spur
demand for these Live Events PPV Broadcast and Branded Merchandise/Direct
Response sales requirements. Any decrease in the utilization of the services offered
through the Company infrastructure could have a material adverse effect on the
Company's business, operating results, or financial condition.
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(26)

(27)

Competition. There are other companies that provide integrated media and
entertainment , specifically in the development, production, distribution, broadcast
and marketing of theatrical, musical and other live event programming for the pay-
per-view market and the licensing and sale of branded consumer products using new
digital Technologies on a Global basis.

The Company's market is continually evolving, and there can be no assurance that
the Company will be able to compete successfully against current or future
competitors, and the failure to do so successfully would have a materially adverse
effect upon the Company’s business, operating results, and financial condition.

Intellectual Property and Other Proprietary Rights. The Company's success and
ability to compete is dependent in significant part upon its proprietary server
technology. The Company relies on a combination of trade secret, copyright, and
trademark laws, nondisclosure and other contractual agreements, and technical
measures to protect its proprietary rights. Despite the Company's efforts to protect
its proprietary rights, unauthorized parties may attempt to copy or illegally profit from
copyright information. There can be no assurance that the steps taken by the
Company to protect its proprietary copyrights and royalties will prevent copyright
infringement, and such protections may not preclude competitors from developing
competitor offerings, which would have a material adverse affect on the Company's
business, operating results, or financial condition.

Any copyright infringement claims, with or without merit, could be time-consuming,
resuit in costly litigation and diversion of important technical and management
personnel, cause product shipment delays, or require the Company to develop
non-infringing technology. In the event of a successful claim of copyright
infringement against the Company, the Company's business, operating results, or
financial condition would be materially affected..

No Prior Trading Market for Common Stock; Potential Volatility of Stock Price. Prior
to this Offering, there has been no public market for the Common Stock of the
Company, and there can be no assurance that an active trading market will develop
or be sustained after this Offering. The initial public offering price has been
determined arbitrarily, and may not be indicative of the market price of the Common
Stock after this Oftering. The market price of the Shares is likely to be highly volatile,
and may be significantly affected by factors such as actual or anticipated fluctuations
in the Company's operating results, announcements of technological innovations,
new services, product offerings, or new contracts by the Company or its competitors,
developments with respect to copyrights or proprietary rights, adoption of new
accounting standards affecting the computer industry, general market conditions,
and other factors. In addition, the stock market has from time to time experienced
significant price and volume fluctuations that have particularly affected the market
price for the common stocks of technology companies. These types of broad market
fluctuations may adversely affect the market price of the Company's Common Stock.
In the past, following periods of volatility in the market price of a company's
securities, securities class action litigation has often been initiated against such
company. Such litigation could result in substantial costs and a diversion of
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management's attention and resources, which could have a material adverse effect
upon the Company's business, operating results, or financial condition.

(29) General Economic and Market Conditions. Segments of the entertainment, media
industry have experienced significant economic downturns characterized by
decreased product demand, price erosion, work slowdowns, and layoffs. The
Company's operations may in the future experience substantial fluctuations from
period to period as a consequence of general economic conditions affecting the
timing of orders from major customers and other factors affecting capital spending.
Therefore, any economic downturns in general would have a material adverse effect
on the Company's business, operating results, and financial condition.

(30) Control by Existing Stockholders. Immediately after the closing of this Offering,
assuming that the maximum of securities offered hereby are sold, 20,000,000 of the
outstanding Common Stock will be held by the directors and executive officers of the
Company. As a result, those directors and officers, if acting together, would be able
to control substantially all matters requiring approval by the stockholders of the
Company, including the election of all directors and approval of significant corporate
transactions. The present stockholders, if acting together, would be able to continue
controlling substantially all matters requiring approval by the stockholders of the
Company, including the election of all directors and approval of significant corporate
transactions. This could make it impossible for the new, public stockholders to
influence the affairs of the Company.

(31) Shares Eligible For Future Sale. Sales of a substantial number of Shares in the
public market after this Offering could materially adversely affect the market price of
the Common Stock. Such sales also might make it more difficult for the Company to
sell equity securities or equity-related securities in the future at a time and price that
the Company deems appropriate. :

(32) Dilution; Potential Need for Additional Financing; Dividend Policy. Investors
participating in this offering will incur immediate and substantial dilution of pro forma
net tangible book value per share of at least Fifty Eight cents ($0.58 from the initial
public Offering price,. There can be no assurance that the Company will not require
additional funds to support its working capital requirements or for other purposes, in
which case the Company may seek to raise such additional funds through public or
private equity financing or from other sources. There can be no assurance that such
additional financing will be available or that, if available, such financing will be
obtained on terms favorable to the Company and would not result in additional
dilution to the Company’s stockholders.

Note: In addition to the above risks, businesses are often subject to risks not foreseen or fully
appreciated by management. In reviewing this Offering Circular potential investors should
keep in mind other possible risks that could be important.

RISKS OF THE ENTERTAINMENT INDUSTRY

General. The Entertainment industry is highly speculative and inherently risky. There
can be no assurance of the economic success of any Entertainment Property. The commercial
success of a Theatrical Musical, Play, TV show or Motion Picture, depends upon the quality and
acceptance of other competing Entertainment Properties released into the marketplace at or near
the same time, the availability of alternative forms of entertainment and leisure time activities,
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general economic conditions and other tangible and intangible factors, all of which can change
and cannot be predicted with certainty. Therefore, there is a substantial risk that some or all of the
Company's Properties that it Licenses, will not be commercially successful, resulting in a reduction
in the anticipated revenues generated by the Property to which a royalty attaches.

BUSINESS AND PROPERTIES

3. With respect to the business of the Company and its properties:

(@) Describe in detail what business the Company does and proposes to do, including what product
or goods are or will be produced or services that are or will be rendered.

Entertainment Royalty Corporation’s business strategy is designed to participate in the growth from the
Global Licensing Industry by collecting Royalty Streams generated from Entertainment Properties.
Entertainment Royalty Corporation’s business strategy is to aggressively pursue and negotiate
profitable royalty agreements for Entertainment Properties. Through this strategy, Entertainment
Royalty Corporation eliminates the large overhead costs associated with Entertainment Companies
while benefiting from significant Global Licensing Revenue streams generated by these Entertainment
Properties.

The Company will obtain its revenue from individuals and corporations making royalty payments from
properties the Company has obtained the licensing rights for Entertainment Royalty Corporation Inc.
will principally be engaged in the collection of Royalty Streams from Theatrical Musical and other Live
Concert Entertainment event programming. Revenue Streams will be derived from On-Demand Pay
Per View market and the Licensing of Entertainment Properties for Broadcast and Theatrical Grand
Rights on a Global basis.

High Definition and Pay Per View

With the introduction of High Definition (HDTV) and Digital TV the need for High Detfinition
programming is now enormous. With the change from Standard TV to Digital TV the US market alone
will require hundreds of thousands of hours of HDTV television annually. This creates a large
opportunity for new On-Demand Big Event Pay Per View (PPV) HDTV content.

Currently, Pay-Per-View is available to approximately 57 million cable and satellite subscribers in the
United States alone. Major satellite distributors include DIRECTYV, Echostar and a growing number of
international affiliates, will continue to increase the potential subscriber base for our pay-per-view
events. Consistent with industry practices, we share the revenues with the cable systems and satellite
providers and pay fees to the distributor and copyright holders. PPV television programming can be
marketed worldwide to the consumer audience.

Grand Rights Theatrical Licensing

Any person (producer, artistic director, drama teacher, etc.) wishing to present a play, musical, or other
theatrical production must license (pay a royalty fee) for the theatrical property that they wish to
perform. They therefore become a “licensee” of the rights to that particular production. This is true of
all stage productions, whether for Broadway, London’s West End, tours, regional theaters, amateur
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theaters, summer stock, high schools, colleges, or universities.

We currently hold the international licensing rights to the theatrical musicals, “The Elephant Man” and
“Medea The Contemporary Musical’. We will continue to acquire additional musicals for licensing. Our
plans are to be a unique licensor of new musicals and generate licensing revenue in all first class and
subsidiary markets on a global level.

First Class Licenses

For a first class license, the licensee will typically agree to pay the licensor royalties under a tiered
structure including:

) a non-returnable advance
ii) a weekly royalty fee linked to production revenues
iii) a final fee based on a percentage of production profits earned after recoupment of

production costs has been achieved

“The non-returnable advance can range form $100,000 to over $1 million for a first class production.
The weekly royalty fee will usually be between 10% and 20% of the gross production revenues. In
addition to gross revenue participation the licensor will receive between 20% and 40% of the licensee’s
production profits. The final fee can range from 30% up to as high as 50% of the licensee’s production
profits. The licensing rights charged by licensors for musicals tend to be at the higher end of this range
because of the broader market demand and greater commercial success enjoyed by musical
productions. As a result, the company controlling the licensing rights for a popular musical production
in the theatrical industry effectively enjoys monopoly power in all international first class and subsidiary
theatrical markets because of its ability to control the distribution of that production in those markets.

In addition to the premier markets of Broadway and London’s West End, first class licensing occurs
world-wide in other mid-market centers, like Chicago, Los Angeles, Toronto, Tokyo, Hong Kong, etc.
Theatrical licensing is a well-established international business with substantial revenue streams. First
class licensing also encompasses the road shows of first class productions that come into regional
centers on tour. The production revenues from first class shows in North America currently exceed $1
billion U.S. dollars per annum. Licensors would receive royalties on a weekly basis from these first
class productions.

First Class Licensing is a unique business in that once a company has the international licensing rights
to a theatrical musical the world wide market is available. A First Class license obtains its demand
from a showcase of the production on the stages in London England West-End theatre district as well
as in New York on the Broadway Stage. Once a production plays in one or both of these two
international cities Producers from cities world-wide view the production. If they feel the production can
run in their particular market they enter into a license agreement with the corporation who holds the
First Class Licensing Rights. If a show becomes has a good reception in London it will usually transfer
to Broadway. Examples of such transfers are the Musicals “Cats” “Phantom Of The Opera”, and “Les
Miserables.” These modern era popular musicals continue to be licensed in First Class Markets
throughout the world.

Traditionally the International Licensing Market is informed of a new production by way of a large full
page add in the Legit section of the entertainment weekly called “Variety”. Most of the Producers who
license West-End and Broadway musicals are aware of the show long before it opens in those
markets. This is due to the fact that a musical takes many years to develop and would have had a
major theatrical work shop prior to being staged as a full fledge production. Other than Variety another
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source of information is “The Hollywood Reporter”. Producers in the entertainment industry read both
the trade papers to keep up on what is happening in the industry. A production can be licensed even
though it may have a short run in London or New York. Some of the more popular modern era
musicals have grossed billions of dollars.

As an example, the Really Usefull Group that licenses the rights to “Cats” states on their web site some
interesting facts on some of the musicals they hold First Class Licensing rights to. They state that Cats
is the world's longest-running musical opening at the New London Theatre on 11 May 1981 where it
played almost 9000 performances.

In London the show grossed over £136 million and was seen by over eight million people. Worldwide
CATS has so far grossed in excess of $2 billion and been seen by over 50 million people. CATS has
been performed in 11 different languages in over 300 cities in 26 countries.

In regards to Phantom they state; The most successful stage musical of all time, THE PHANTOM OF
THE OPERA has worldwide ticket sales exceeding $3.2 billion (far surpassing the highest-grossing film
of all time, Titanic, which has grossed $1.9 billion worldwide). The winner of seven Tony Awards,
including Best Musical, the New York production has been seen by over 9.5 million people.

Worldwide, PHANTOM has been seen by over 100 million people. Now in its Sixteenth Year, THE
PHANTOM OF THE OPERA is the longest-running production currently playing on Broadway. Last
October, it became the third longest-running production in Broadway history when it surpassed the
6,137-performance run of A Chorus Line. Still ahead: Les Misérables (#2, now closed after 6,680
performances) and Cats (#1, also closed after 7,485 performances).

Subsidiary Licenses

Additional licensing opportunities exist in the “subsidiary markets”, which include off-Broad
theatres, small “bus and truck” tours, amateur or community theatres, summer stock, high schools,
universities.

In North America alone there are over 40,000 educational institutions, many of which produce at least
one play or musical annually. There are also over 1,000 professional regional theatres that are not first
class venues, such as the Goodman Theatre in Chicago, which each produce an annual subscription
series typically ranging from three to six productions. There are also thousands of community and
other local theatre groups. The process through which subsidiary licenses are obtained and the
productions staged is generally the same as for first class productions, except that these productions
typically are not produced to the scale of a first class production. Due to the enormity of the subsidiary
market, a musical generates substantial licensing royalties for many years.

Each producer in the subsidiary market who wishes to stage a performance of a work must negotiate
for and obtain and obtain a license before proceeding. Under the most typical licensing arrangement,
each such producer must pay a royalty fee to obtain the right to perform its proposed production. The
cost of a subsidiary market license can range from $2,000 to over $150,000. An educational institution
will usually be charged a flat fee royalty ranging from $200 - $1000 per performance. The rate
selected is based on the seating capacity of the designated venue and the proposed cost of the tickets.
Regional theatres are usually charged a fee based on an initial advance to the licensor and a
percentage of the gross production revenues.

Other theatrical licensing companies are Rodgers and Hammerstein Musical Library, Samuel French,
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Tams Widmark, and Music Theater International. These companies are not developers of new
theatrical musicals. They license old musicals and act as agents for the writers of the works and
represent them in the subsidiary markets alone. They license the property, rent the scores, collect the
money and take on average a 10% agents fee. Alternatively, Entertainment Royalty Corporation will
control all of the worldwide licensing rights, including first class markets as well as the subsidiaries, and
obtain a much larger percentage of the worldwide gross licensing revenue.

(c) Describe the industry in which the Company is selling or expects to sell its products or services
and, where applicable, any recognized trends within that industry. Describe that part of the
industry and the geographic area in which the business competes or will compete.

ROYALTIES AND THE LICENSING INDUSTRY

When Royalty Payments are made the resulting revenue stream is referred to as Licensing
Revenue or Licensing Fees and Payments. . Collectively this industry is known as the
Licensing Industry. A license is a contractual business relationship between a seller (licensor)
who authorizes a buyer (licensee) to use the seller's patent, trademark, copyright, or any form of
“intellectual property” for compensation. The licensing activity is used as a business function.
After all of the parties have agreed, the final written record of the activity forms a legal
document called a "license agreement." In simple terms, it serves as a special kind of contract,
which has mutual benefit to both parties.

According to the International Licensing Industry Merchandisers Association also known as
“LIMA”, the licensing industry is global. This Association has approximately one thousand
members around the world. LIMA estimates that Licensing Revenue has hit the $150 Billion
annually. LIMA’S Statistical Study was conducted by researchers at Harvard Business School
and Yale School Of Management.

Licensing Revenue is International in scope with LIMA estimating the market share as follows;

U.S./CANADA 65.0%
WESTERN EUROPE 22.0%
JAPAN 9.8%
AUSTRALIA/N. ZEALAND 1.3%
SOUTH/CENTRAL AMERICA 0.7%
SOUTHEAST ASIA 0.5%
OTHER 0.7%

In the United States Licensing Revenue is a $95 Billion Dollar a year business.

LIMA further segments the revenue into dollars paid out in Royalties and dollars paid out in
Retail Licensing. As an example,in 2001, Royalties in the United States were at the $5.5
Billion Dollar level.

Entertainment Royalty Corporation will focus on receiving Licensing Revenue from the
Entertainment sector. According to LIMA Entertainment Licensing in the United States has
44% of the Licensing Market share.

Entertainment Licensing is well known in the Character Licensing side of the business.
Companies such as Disney Consumer Products license characters like Mickey Mouse and
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Winnie The Pooh. Warner Bros. Consumer Products license Characters like Looney Tunes,
Scooby-Doo and Harry Potter. Other popular Entertainment Licensors are Marvel, Hit
Entertainment, 4Kids Entertainment, United Media, and Mattel.

The vast Licensing Business also collects revenue from the licensing of such things as
Musical Performers, Credit Card Affinity Programs featuring Licensed Characters.

Toy Licensing is another sector. Licensing Revenue is also seen in what is known as
Corporate Brand Licensing. Automotive Brands have major licensing programs. The Food
and Beverage business is involved in licensing its products. As an example Coca-Cola
began a licensing program in order 1o enforce Trademark Rights and now generates about
$1 Billion in Retail Sales. Health and Beauty Aids is another category involved in Licensing.

Corporate Licensing according to LIMA is broken down into the following categories with the
following market share. -

« FOOD & BEVERAGES 31%
s APPAREL 16%
e ACCESSORIES 7%
e GIFTS & NOVELTIES 6%
« HOUSEWARES 6%
e TOYS & GAMES 5%

Corporate Licensing will continue to grow for several reasons. It is a low-risk way to build
Brand awareness. It promotes the core product, strengthens Trademark Rights and
" increases appeal to different groups worldwide.

Sports Licensing is another area generating Licensing Revenue. This sector according to
LIMA generates over $14 Billion in Retail Sales and $707 Million in Royalty Revenues. In
the Sports Licensing sector the US Leaders are as follows;

NATIONAL FOOTBALL LEAGUE (NFL)
MAJOR LEAGUE BASEBALL (MLB)
COLLEGIATE LICENSING CO. (CLC)
NATIONAL BASKETBALL ASSN (NBA)
NASCAR

NATIONAL HOCKEY LEAGUE (NHL)

Fashion is another sector that colliects Licensing Revenue. This sector accounts for over
$15 Billion in Retail Sales and another $911 million in Royalties.

Art Licensing also is generating revenue. This sector generates over $2 Billion in Retail
Sales and $147 million in Royalties.

Entertainment Royalty Corporation will keep its primary focus on Entertainment related licenses
but will also seek out other properties to license from the vast licensing sector. In carrying out
its business strategy, the Company will continuously monitor existing ficensed properties and
pursue new licenses, where it believes such licenses fit with the Company's core business.
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Indicate whether competition is or is expected to be by price, service, or other basis. Indicate
(by attached table if appropriate) the current or anticipated prices or price ranges for the
Company's products or services, or the formula for determining prices, and how these prices
compare with those of competitors’ products or services, including a description of any
variations in product or service features. Name the principal competitors that the Company has
or expects to have in its area of competition. Indicate the relative size and financial and market
strengths of the Company's competitors in the area of competition in which the Company is or
will be operating. State why the Company believes it can effectively compete with these and
other companies in its area of competition.

Competition

When the Company enters into a Licensing Agreement with the Rights Holders of a Property
there will be no real Competition with Licensing that Property. In general the Competition for
the Company could be from major entertainment companies that have substantially greater
resources than the Company. Other competitors are the product development, merchandising,
marketing and advertising departments of toy and other merchandise manufacturers and motion
picture studios as well as independent advertising agencies, licensing companies and
numerous individuals acting as licensing representatives. Many of these companies and
individuals have substantially greater resources than the Company and represent properties,
which have been commercially successful for longer periods than properties represented by the
Company. The ultimate success of a new company in the licensing field will depend on its
access to sources of properties to be licensed, its know-how in the negotiation and subsequent
administration of licenses, and the markets acceptance of the property in question.

Note: Because this Offering Circular focuses primarily on details concerning the Company
rather than the industry in which the Company operates or will operate, potential investors may
wish to conduct their own separate investigation of the Company's industry to obtain broader
insight in assessing the Company's prospects. ‘

PAY PER VIEW (PPV)

Currently, pay-per-view is available to approximately 57 million cable and satellite subscribers in the
United States alone. Major distributors include DIRECTV, Echostar and a growing number of
international affiliates, which continue to increase the potential subscriber base for pay-per-view
events. We will seek licensing revenue from this segment as well as pay per view programs in
commercial locations such as movie theaters that are wired to receive digital programming. Consistent
with industry practices, we share the revenues with the cable systems and satellite providers and pay
fees to the distributor and copyright holders.

HIGH DEFINITION TV

With the introduction of High Definition (HDTV) and Digital TV the need for High Definition
programming is now enormous. With the change of from Standard TV to Digital TV the US market
alone will require hundreds of thousands of hours of HDTV television annually. This creates a large
opportunity for new On-Demand Big Event Pay Per View (PPV) HDTV content.

Currently, Pay-Per-View is available to approximately 57 million cable and satellite subscribers in the
United States alone. Major satellite distributors include DIRECTV, Echostar and a growing number of
international affiliates, which continue to increase the potential subscriber base for our pay-per-view
events. Consistent with industry practices, we share the revenues with the cable systems and satellite
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providers and pay fees to the distributor and copyright holders. PPV television programming can be
marketed worldwide to the consumer audience.

Name competitors and examples of what they are dbing:
In the area of Theatrical Licensing which pertains to the Subsidiary Markets;

Other theatrical licensing companies are Rodgers and Hammerstein Musical Library, Samuel French,
Tams Widmark, and Music Theater International. These companies are not developers of new
theatrical musicals. They license old musicals and act as agents for the writers of the works and
represent them in the subsidiary markets alone. They license the property, rent the scores, collect the
money and take on average a 10% agents fee. Alternatively, Entertainment Royalty Corporation will
control all of the worldwide licensing rights, including first class markets as well as the subsidiaries, and
obtain a much larger percentage of the worldwide gross licensing revenue.

(d) Describe specifically the marketing strategies the Company is employing or will employ in
penetrating its market or in developing a new market. Set forth in response to Question 4 below
the timing and size of the results of this effort, which will be necessary in order for the Company
to be profitable. Indicate how and by whom its products or services are or will be marketed
(such as by advertising, personal contact by sales representatives, etc.), how its marketing
structure operates or will operate and the basis of its marketing approach, including any market
studies. Name any customers that account for, or based upon existing orders will account for a
major portion (20% or more) of the Company's sales. Describe any major existing sales
contracts.

The key to the marketing strategies is procuring the right entertainment and media products that have
the appeal to the end consumer. In so doing so, licensees who wish to license the products and/or
broadcast such events/products will have to approach Entertainment Royalty Corporation for approval
and permission. By focusing on the needs of the end users, the consumers, the company is able to
derive benefit from its inherent expertise in the business of Entertainment.

In order to provide a sufficient amount of popularity of the products, management and sales staff shall:
Developed strategic relationships with industry personnel

Development of sophisticated sponsorship relationships based on meeting client-marketing objectives.
Developing relationships with new writers, professional and non-professional clients.

Securing a staff of world class professionals.

Creation and exploitation of new material, which will spur new interest with existing customer and
relationship base.

Entertainment Royalty Corporation Inc. shall market its entertainment products and events by all
means available to any entertainment. corporation.

In the area of Grand Rights Theatrical Licensing marketing is broken down by market segment.

First Class Licensing is a unique business in that once a company has the international licensing rights
to a theatrical musical the world-wide market is available. A First Class license obtains its demand
from a showcase of the production on the stages in London England West-End theatre district as well
as in New York on the Broadway Stage. Once a production plays in one or both of these two
international cities Producers from cities world wide view the production. If they feel the production can
run in their particular market they enter into a license agreement with the corporation who holds the
First Class Licensing Rights. If a show becomes has a good reception in London it will usually transfer
to Broadway. Examples of such transfers are the Musicals “Cats” “Phantom Of The Opera”,

and Les Miserables. These modern era popular musicals continue to be licensed in First Class
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Markets throughout the world.

Traditionally the International Licensing Market is informed of a new production by way of a large full
page add in the Legit section of the entertainment weekly called “Variety”. Most of the Producers who
license West-End and Broadway musicals are aware of the show long before it opens in those
markets. This is due to the fact that a musical takes many years to develop and would have had a
major theatrical work shop prior to being staged as a full fledge production. Other than Variety another
source of information is “The Hollywood Reporter”. Producers in the entertainment industry read both
the trade papers to keep up on what is happening in the industry. A production can be licensed even
though it may have a short run in London or New York. Some of the more popular modern era
musicals have grossed billions of dollars.

As an example the Really Usefull Group that licenses the rights to Cats states on their web site some
interesting facts on some of the musicals they hold First Class Licensing rights to. They state that Cats
is the world's longest-running musical opening at the New London Theatre on 11 May 1981 where it
played almost 9000 performances.

In London the show grossed over £136 million and was seen by over eight million people. Worldwide
CATS has so far grossed in excess of $2 billion and been seen by over 50 million people. CATS has
been performed in 11 different languages in over 300 cities in 26 countries.

In regards to Phantom they state; The most successful stage musical of all time, THE PHANTOM OF
THE OPERA has worldwide ticket sales exceeding $3.2 billion (far surpassing the highest-grossing film
of all time, Titanic, which has grossed $1.9 billion worldwide). The winner of seven Tony Awards,
including Best Musical, the New York production has been seen by over 9.5 million people.

Worldwide, PHANTOM has been seen by over 100 million people. Now in its Sixteenth Year, THE
PHANTOM OF THE OPERA is the longest-running production currently playing on Broadway. Last
October, it became the third longest-running production in Broadway history when it surpassed the
6,137-performance run of A Chorus Line. Still ahead: Les Misérables (#2, now closed after 6,680
performances) and Cats (#1, also closed after 7,485 performances).

According to Cameron Mackintosh who is the producer and licensor of the musical “Les Miserables” it
has been licensed worldwide. Seen by over 50 million people worldwide in 38 countries and in 21
languages, “LES MISERABLES?” is one of the world’s most popular musicals. There have been 31 cast
recordings of “LES MISERABLES”, including the multi-platinum London cast recording and the
Grammy Award-winning Broadway cast and complete symphonic albums. The video of the 10th
Anniversary Royal Albert Hall Gala Concert has sold well over one million copies worldwide, making it
one of the best-selling musical videos ever in the UK.

“LES MISERABLES” has recently opened triumphantly at Theater Des Westerns, Berlin. It is also
playing in Bonn, Chemnitz, Mexico City, Detmold, Prague, and continues to tour America. It will open
later this year in Denmark and Japan, where it was performed for the first time over 16 years ago. By
the end of 2004 there will be over 800 productions of the Les Miserables School’s Edition scheduled or
being performed by over 100,000 school children in the U.S and U.K, making it the most successful
school edition of a Musical ever.

“LES MISERABLES” became the first full-scale Western musical to play in China in the English
language when it opened for a limited run at the Shanghai Grand Theatre in June 2002, where it sold
out to a rapturous reception. Plans are well advanced for a Chinese language production of Les
Miserables to be produced in a specially built theatre in 2005/20086.
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(e)

State the backlog of written firm orders for products and/or services as of a recent date (within
the last 90 days) and compare it with the backlog of a year ago from that date.

As of _11/_01__/_2004 $.0

(a recent date)

Asof __ 11__/ 01_/ 2003 $_0
(one year earlier)

y

Explain the reason for significant variations between the two figures, if any. Indicate what types
and amounts of orders are included in the backlog figures. State the size of typical orders. If the
Company's sales are seasonal or cyclical, explain.

Company is a development company at this point, securing licenses from its current production
authors.

We have no backlog of orders at this time as the Company is not expecting to commercialize
until 12/1/ 2004 ’

State the number of the Company's present employees and the number of employees it
anticipates it will have within the next 12 months. Also, indicate the number by type of employee
(i.e., clerical, operations, administrative, etc.) the Company will use, whether or not any of them
are subject to collective bargaining agreements, and the expiration date(s) of any collective
bargaining agreement(s). If the Company's employees are on strike, or have been in the past
three years, or are threatening to strike, describe the dispute. Indicate any supplemental
benefits or incentive arrangements the Company has or will have with its employees.

The company has two full time employee and 1 part time employees at this time;

CEO
CFO

VP-Operations

Once financing is in place, we plan over the next 12 months, to employ:

Customer Service Representatives ( 2 ),
CFO,

Operations Manager,

CSR Manager, Sales Representatives ( 2 ),

Technicians ( 3 )
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e Accounting Clerks ( 2)

(9) Describe generally the principal properties (such as real estate, plant and equipment, patents,
etc.) that the Company owns, indicating also what properties it leases and a summary of the
terms under those leases, including the amount of payments, expiration dates and the terms of
any renewal options. Indicate what properties the Company intends to acquire in the immediate
future, the cost of such acquisitions and the sources of financing it expects to use in obtaining
these properties, whether by purchase, lease or otherwise.

The company does not own any property nor does it have any leases at this time. It does not have a
lease for the office it is using right now but it will eventually have to move to a larger office.

(h) Indicate the extent to which the Company's operations depend or are expected to depend upon
patents, copyrights, trade secrets, know-how or other proprietary information and the steps
undertaken to secure and protect this intellectual property, including any use of confidentiality
agreements, covenants-not-to-compete and the like. Summarize the principal terms and
expiration dates of any significant license agreements. Indicate the amounts expended by the
Company for research and development during the last fiscal year, the amount expected to be
spent this year and what percentage of revenues research and development expenditures were
for the Jast fiscal year.

We do not have any proprietary equipment or software. Licensing agreements have been negotiated
with stock in kind.

(i) If the Company's business, products, or properties are subject to material regulation (including
environmental regulation) by federal, state, or local governmental agencies, indicate the nature
and extent of regulation and its effects or potential effects upon the Company.

Not Applicable

(j) State the names of any subsidiaries of the Company, their business purposes and ownership,
and indicate which are included in the Financial Statements attached hereto. If not included, or
if included but not consolidated, please explain.

Entertainment Royalty Corporation TCl is a solely owned operating subsidiary of Entertainment Royaity
Corporation Inc.

(k) Summarize the material events in the development of the Company (including any material
mergers or acquisitions) during the past five years, or for whatever lesser period the Company
has been in existence. Discuss any pending or anticipated mergers, acquisitions, spin-offs or
recapitalizations. If the Company has recently undergone a stock split, stock dividend or
recapitalization in anticipation of this offering, describe (and adjust historical per share figures
elsewhere in this Offering Circular accordingly).

Not applicable
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4. (a) If the Company was not profitable during its last fiscal year, list below in chronological

order the events which in management's opinion must or should occur or the milestones

which in management's opinion the Company must or should reach in order for the
Company to become profitable, and indicate the expected manner of occurrence or the
expected method by which the Company will achieve the milestones.

The company was inactive last year.

Event or
Milestone

Acquire broadcast rights to
Elephant Man and Medea

Expected manner of

occurrence or
method
of achievement

Contract

Film High Definition Production of

(2) Elephant Man

Filming-Outsourced

Distribution of Elephant Man in house and sub
contract

Acquisition of High Definition of

concert series of major recording Contract

artist

Licensing Broadcast rights to
concert series as listed in milestone

In house and sub
contract

Date or number of
months

after receipt of
proceeds

when should be
accomplished

6 months

9 months

12 months

8 months

12-18 months

(b) State the probable consequences to the Company of delays in achieving each of the
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events or milestones within the above time schedule, and particularly the effect of any
delays upon the Company's liquidity in view of the Company's then anticipated level of
operating costs. (See Question Nos. 11 and 12)

Note: After reviewing the nature and timing of each event or milestone, potential investors
should reflect upon whether achievement of each within the estimated time frame is
realistic and should assess the consequences of delays or failure of achievement in
making an investment decision.

1. The company would be delayed in producing revenues if the licensing rights are
delayed in Milestone 1.

2. The company would be delayed in producing a sellable license product if
production is delayed in Milestone 2.

3. Milestone 3 is contingent upon the completion of Milestones one and two.

4. The company would have reduced revenues if it is unable to acquire rights as
described in Milestone 4.

5. Milestone 5 is contingent upon the completion of Milestone four.

INSTRUCTION: The inquiries under Business and Properties elicit information concerning the
nature of the business of the Company and its properties. Make clear what aspects of the business
are presently in operation and what aspects are planned to be in operation in the tuture. The
description of principal properties should provide information, which will reasonably inform investors
as to the suitability, adequacy, productive capacity and extent of utilization of the facilities used in
the enterprise. Detailed descriptions of the physical characteristics of the individual properties or
legal descriptions by metes and bounds are not required and should not be given.

As to Question 4, if more than five events or milestones exist, add additional lines as
necessary. A "milestone” is a significant point in the Company's development or an
obstacle, which the Company must overcome in order to become profitable.

Page 30



OFFERING PRICE FACTORS

If the securities offered are common stock, or are exercisable for or convertible into common
stock, the following factors may be relevant to the price at which the securities are being offered.

5. What were net, after-tax earnings for the last fiscal year?
(If losses, show in parenthesis.)

Total $0.00 ($__0.00 per share)

Company did not operate last year.

6. If the Company had profits, show offering price as a muitiple of earnings. Adjust to reflect for
any stock splits or recapitalizations, and use conversion or exercise price in lieu of offering
price, if applicable.

Offering Price Per Share

Net After-Tax_Earnings Last ~ N/A
Year Per Share (price/earnings multiple)

7. (a) Whatis the net tangible book value of the Company? (If deficit, show in parenthesis.)
For this purpose, net tangible book value means total assets (exclusive of copyrights,
patents, goodwill, research and development costs and similar intangible items) minus
total liabilities.

$ 0.00 ($0.00 per share)

If the net tangible book value per share is substantially less than this offering (or
exercise or conversion) price per share, explain the reasons for the variation.

(b) State the dates on which the Company sold or otherwise issued securities during the
last 12 months, the amount of such securities sold, the number of persons to whom
they were sold, and relationship of such persons to the Company at the time of sale,
the price at which they were sold and, if not sold for cash, a concise description of the
consideration. (Exclude bank debt.)

8. (a) What percentage of the outstanding shares of the Company will the investors in this
offering have? Assume exercise of outstanding options, warrants or rights and
conversion of convertible securities, if the respective exercise or conversion prices are
at or less than the offering price. Also assume exercise of any options, warrants or
rights and conversions of any convertible securities offered in this offering.)

If the maximum is sold: __3.1 %

If the minimumissold: _ 0 %

(b) What post-offering value is management implicitly attributing to the entire Company by
establishing the price per security set forth on the cover page (or exercise or
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conversion price if common stock is not offered)? (Total outstanding shares after
offering times offering price, or exercise or conversion price if common stock is not
offered.)

If the maximum is sold: $153,695,000 *
If the minimum is sold: $_148,430,400 *

* These values assume that the Company's capital structure would be
changed to reflect any conversions of outstanding convertible securities
and any use of outstanding securities as payment in the exercise of
outstanding options, warrants or rights included in the calculation. The
type and amount of convertible or other securities thus eliminated would
be: N/A. These values also assume an increase in cash in the Company
by the amount of any cash payments that would be made upon cash
exercise of options, warrants or rights included in the calculations. The
amount of such cash would be: N/A .

(For above purposes, assume outstanding options are exercised in determining
"shares" if the exercise prices are at or less than the offering price. All convertible
securities, including outstanding convertible securities, shall be assumed converted
and any options, warrants or rights in this offering shall be assumed exercised.)

Note: After reviewing the above, potential investors should consider whether or not the
offering price {or exercise or conversion price, if applicable) for the securities is
appropriate at the present stage of the Company's development.

INSTRUCTION: Financiatl information in response to Questions 5, 6 and
7 should be consistent with the Financial Statements. Earnings per
share for purposes of Question 5 should be calculated by dividing
earnings for the last fiscal year by the weighted average of outstanding
shares during that year. No calculations should be shown for periods of
less than one year or if earnings are negative or nominal. For purposes
of Question 8, the "offering price" of any options, warrants or rights or
convertible securities in the offering is the respective exercise or
conversion price.
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USE OF PROCEEDS

9. (a) The following table sets forth the use of the proceeds from this offering:

If Minimum Sold If Maximum Sold
Amount Amount
$ %
Total Proceeds - $ 0 $ 4,995,000 __
Less: Offering Expenses 100% $100%
Commissions
& Finders Fees

Lega!l & Accounting $100,000 $600,000
Copying & Advertising $10,000 $10,000
Other (Specify):
Net Proceeds from
Offering ($110,000) $4,385,000
Use of Net Proceeds NA
Operating fund $ $ 2,000,000__
Office Setup costs__ _$200,000
Wages __$300,000
License costs $ $ 1,160,000
_Acquisition Fund __$725,000
Total Use of Net Proceeds ___ ($110,000) __$4,385,000_
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$ __ 4,995,000
100%

$ (110,000)__
100%

(b) If there is no minimum amount of proceeds that must be raised before the Company may
use the proceeds of the offering, describe the order of priority in which the proceeds set
forth above in the column " Maximum Sold" will be used.

Note: After reviewing the portion of the offering allocated to the payment
of offering expenses, and to the immediate payment to management and
promoters of any fees, reimbursements, past salaries or similar payments,
a potential investor should consider whether the remaining portion of his
investment, which would be that part available for future development of
the Company's business and operations, would be adequate.

The priority of use of proceeds will be setup in the following order. 1. Liscence costs, 2. Wages,
3. Legal and Accounting costs, 4. All others.

10. (a) If material amounts of funds from sources other than this offering are to be used in
conjunction with the proceeds from this offering, state the amounts and sources of such
other funds, and whether funds are firm or contingent. If contingent, explain.

N/A

(b) It any material part of the proceeds is to be used to discharge indebtedness, describe the
terms of such indebtedness, including interest rates. If the indebtedness to be
discharged was incurred within the current or previous fiscal year, describe the use of
proceeds of such indebtedness.

Not Applicable some funds are being used to pay for regular fees related to licensing but are not
being used to discharge indebtedness. Please see notes to Financial Statements.

(c) If any material amount of proceeds is to be used to acquire assets, other than in the
ordinary course of business, briefly describe and state the cost of the assets and other
material terms of the acquisitions. If the assets are to be acquired from officers, directors,
employees or principal stockholders of the Company or their associates, give the names
of the persons from whom the assets are to be acquired and set forth the cost to the
Company, the method followed in determining the cost, and any profit to such persons.

Not Applicable

(d) If any amount of the proceeds is to be used to reimburse any officer, director, employee
or stockholder for services already rendered, assets previously transferred, or monies
loaned or advanced, or otherwise, explain:

Not Applicable
11. Indicate whether the Company is having or anticipates having within the next 12 months any

cash flow or liquidity problems and whether or not it is in default or in breach of any note,
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loan, lease or other indebtedness or financing arrangement requiring the Company to make
payments. Indicate if a significant amount of the Company's trade payables have not been
paid within the stated trade term. State whether the Company is subject to any unsatisfied
judgments, liens or settlement obligations and the amounts thereof. Indicate the Company's
plans to resolve any such problems.

The Company is not under any significant cash flow or liquidity problems because it's
expense costs are very low. Expenses shall commiserate with revenue and earnings
respectively. All staff are working for stock compensation only and are independently wealthy
earning incomes outside of the companies operations. There are no pending or threatened
claims under any note, loan or lease against the Company.

1o Indicate whether proceeds from this offering will satisfy the Company's cash requirements for
" the next 12 months, and whether it will be necessary to raise additional funds. State the
source of additional funds, if known.

Proceeds from a significant portion of this offering will satisfy the company’s cash
requirements for the next 12 months. There will be no need to raise any additional funds.
Provided the maximum number of shares are sold. If the Company is unable to sell any
shares, the company shall maintain its current level of operations.

INSTRUCTION: Use of net proceeds should be stated with a high degree of specificity. Suggested
(but not mandatory) categories are: leases, rent, utilities, payroll (by position or type), purchase or
lease of specific items of equipment or inventory, payment of notes, accounts payable, etc.,
marketing or advertising costs, taxes, consulting fees, permits, professional fees, insurance and
supplies. Categories will vary depending on the Company's plans. Use of footnotes or other
explanation is recommended where appropriate. Footnotes should be used to indicate those items
of offering expenses that are estimates. Set forth in separate categories all payments, which will be
made immediately to the Company's executive officers, directors and promoters, indicating by
footnote that these payments will be so made to such persons. If a substantial amount is allocated
to working capital, set forth separate sub-categories for use of the funds in the Company's
business.

If any substantial portion of the proceeds has not been allocated for particular purposes, a
statement to that effect as one of the Use of Net Proceeds categories should be included together
with a statement of the amount of proceeds not so allocated and a footnote explaining how the
Company expects to employ such funds not so allocated.
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CAPITALIZATION

13.Indicate the capitalization of the Company as of the most recent balance sheet date (adjusted
to reflect any subsequent stock splits, stock dividends, recapitalizations or refinancing) and as
adjusted to reflect the sale of the minimum and maximum amount of securities in this offering
and the use of the net proceeds there from: ‘

Amount Outstanding

As of: As Adjusted
12 /31 /03 Minimum Maximum
(date)
Debt:
Short-term debt (average interest
rate ___ %) $ 0 $ 0 $ 0
Long-term debt (average
interest rate ___ %) $ 0 $ 0 $ 0
Total debt $ 0 $ 0 $ 0
Stockholders equity (deficit):
Preferred stock — par or stated
value (by class of preferred in
order of preferences)
N/A $ $ $
Common stock — par or
stated value $0.001 $ $ $
Additional paid in capital $ $ $
Retained earnings (deficit) $ $ $
Total stockholders equity
(deficit) $ $ $
Total Capitalization $ $ $
Number of preferred shares authorized to be outstanding:
Number of Par Value Per Share
Class of Preferred Shares Authorized
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No Preferred $
Shares

Number of common shares authorized: Unlimited shares. Par or stated value per share, if
any: $__0.001__

Number of common shares reserved to meet conversion requirements or for the issuance
upon exercise of options, warrants or rights: 0__ shares.

INSTRUCTION: Capitalization should be shown as of a date no earlier than that of the most recent
Financial Statements provided pursuant to Question 46. If the Company has mandatory
redeemable preferred stock, include the amount thereof in "long term debt" and so indicate by
footnote to that category in the capitalization table.
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DESCRIPTION OF SECURITIES

14. The securities being offered hereby are:

[X] Common Stock

[ ] Preferred or Preference Stock

[ ] Notes or Debentures

[ ] Units of two or more types of securities composed of:

[ 1Other:

15. These securities have:

Yes No

[ 1 Cumulative voting rights
[X] Other special voting rights
[X] Preemptive rights to purchase in new issues of shares
[X] Preference as to dividends or interest

[X] Preference upon liquidation

[x] Other special rights or preferences (specify):

PR —

Explain:
16. Are the securities convertible? [ ]Yes [X] No
If s0, state conversion price or formula.
Date when conversion becomes effective: / /
Date when conversion expires: / /

17. (a)  If securities are notes or other types of debt securities:
Not Applicable
(1}  What is the interest rate? %
If interest rate is variable or multiple rates, describe:

(2) What is the maturity date? / /
If serial maturity dates, describe:

(3) Is there a mandatory sinking fund? [ ]Yes [x ]No
Describe:
(4) Is there a trust indenture? [ 1Yes [X]No

Name, address and telephone number of Trustee

(5) Are the securities callable or subject to redemption? [ JYes [X]No
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Describe, including redemption prices:

(6) Are the securities collateralized by real or personal property? [ ]Yes [X]No

Describe:

(7) If these securities are subordinated in right of payment of interest or principal,
explain the terms of such subordination.

Not Applicable

How much currently outstanding indebtedness of the Company is senior to the
securities in right of payment of interest or principal? $ NIL

How much indebtedness shares in right of payment on an equivalent (pari passu)
basis? $ NIL :

How much indebtedness is junior (subordinated) to the securities? $
NIL

If notes or other types of debt securities are being offered and the Company had
earnings during its last fiscal year, show the ratio of earnings to fixed charges on an
actual and pro forma basis for that fiscal year. "Earnings" means pretax income from
continuing operations plus fixed charges and capitalized interest. "Fixed charges”
means interest (including capitalized interest), amortization of debt discount, premium
and expense, preferred stock dividend requirements of majority owned subsidiary, and
such portion of rental expense as can be demonstrated to be representative of the
interest factor in the particular case. The pro forma ratio of earnings to fixed charges
should include incremental interest expense as a result of the offering of the notes or
other debt securities.

Last Fiscal Year

Pro Forma
Actual Minimum Maximum
"Earnings”
"Fixed
Charges”

If no earnings
show "Fixed
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Charges" only

Note: Care should be exercised in interpreting the significance of the ratio of
earnings to fixed charges as a measure of the "coverage" of debt service,
as the existence of earnings does not necessarily mean that the
Company's liquidity at any given time will permit payment of debt service
requirements to be timely made. See Question Nos. 11 and 12. See also
the Financial Statements and especially the Statement of Cash Flows.

18. If securities are Preference or Preferred stock:

Not Applicable

19.

20.

Are unpaid dividends cumulative? [ 1Yes [ ]No

Are securities callable? : [ 1Yes [ ]No

Explain:

Note: Attach to this Offering Circular copies or a summary of the charter, bylaw or

contractual provision or document that gives rise to the rights of holders of Preferred
or Preference Stock, notes or other securities being offered.

If securities are capital stock of any type, indicate restrictions on dividends under loan or
other financing arrangements or otherwise:

Current amount of assets available for payment of dividends if deficit must be first made up,
show deficit in parenthesis): $
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i

PLAN OF DISTRIBUTION

21.The selling agents (that is, the persons selling the securities as agent for the Company for a
commission or other compensation) in this offering are:

Name: __ Stephen McKernan____ Name:
Address: _20 Bay Street Suite 1205,  Address:
Toronto Ontario Canada M5J
2N8_
Telephone Telephone
No.: (416) 216-4642 No.: ( )

22.Describe any compensation to selling agents or finders, including cash, securities, contracts or
other consideration, in addition to the cash commission set forth as a percent of the offering
price on the cover page of this Offering Circular. Also indicate whether the Company will
indemnify the selling agents or finders against liabilities under the securities laws. ("Finders”
are persons who for compensation act as intermediaries in obtaining selling agents or
otherwise making introductions in furtherance of this offering.)

A maximum commission of 8.5% and expenses of 1.5% is to be paid.

23. Describe any material relationships between any of the selling agents or finders and the
Company or its management.

Note: After reviewing the amount of compensation to the selling agents or finders for selling
the securities, and the nature of any relationship between the selling agents or finders
and the Company, a potential investor should assess the extent to which it may be
inappropriate to rely upon any recommendation by the selling agents or finders to buy
the securities.

The selling agent is an officer and director of the corporation.

24.1f this offering is not being made through selling agents, the names of persons at the Company
- through which this offering is being made:

Not Applicable

Name: o Name:

Address: Address:
Telephone Telephone

No.: ( ) No.: ( )

25.1f this offering is limited to a special group, such as employees of the Company, or is limited to
a certain number of individuals (as required to qualify under Subchapter S of the Internal
Revenue Code) or is subject to any other limitations, describe the limitations and any
restrictions on resale that apply: Will the certificates bear a legend notifying holders of such
restrictions? [ JYes [ X]No
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26. (a) Name, address and telephone number of independent bank or savings and loan

association or other similar depository institution acting as escrow agent if proceeds are
escrowed until minimum proceeds are raised:

Not Applicable

(b) Date at which funds will be returned by escrow agent if minimum proceeds are not
raised:

Will interest on proceeds during escrow period be paid to investors? [ ]Yes [X ]JNo

27. Explain the nature of any resale restrictions on presently outstanding shares, and when those
restrictions will terminate, if this can be determined:

Not Applicable

Note: Equity investors shouid be aware that unless the Company is able to complete a further
" public offering or the Company is able to be sold for cash or merged with a public
company that their investment in the Company may be illiquid indefinitely.
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DIVIDENDS, DISTRIBUTION AND REDEMPTIONS

28.1f the Company has within the last five years paid dividends, made distributions upon its stock

29.

or redeemed any securities, explain how much and when

None

OFFICERS AND KEY PERSONNEL OF THE COMPANY

. : . Title:
Chief Executive Officer: CEO.
Name: Stephen McKernan Age: 50

Office Address: 410 Park Avenue, Suite 1530, New
York NY, 10022

Telephone No.: (212) 826-1010

Name of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.

Stephen F. McKernan: Chairman, President,'CEO, Director

Mr. McKernan holds a Bachelor of Arts degree from the University of Waterloo.
Mr. McKernan has been actively involved in the business of developing, writing and

" producing live theatre for over 15 years. Mr. McKernan has produced several theatrical

productions in Toronto and across the United States, including from 1988 to 1989,
productions of "Sleuth” starring Patrick Macnee, Stacy Keach and Maxwell Caulfield.
Recruited by Broadcast Music International, Mr. McKernan was invited to become a
member prestigious Lehman Engel Musical Theatre Workshops, with such students,
including Edward Kleban (A Chorus Line), Alan Menken, Oscar-winning composer of Little
Shop of Horrors, The Little Mermaid, Aladdin and Beauty and the Beast; Maury Yeston,
Tony-winning writer of Titanic, Nine and Grand Hotel; Stephen Flaherty and Lynn Ahrens,
partners in creating Ragtime, Once on This Island and Seussical; Carol Hall, best known
for The Best Little Whore House in Texas; Michael-John LaChiusa composer of Hello
Again, Marie Christine and The Wild Party; and Gerard Alessandrini, author of the
acclaimed Forbidden Broadway series. Mr. McKernan worked with Lehman Engel Musical
Theatre Workshops from 1977 to 1982.

Mr. McKernan has collaborated with individuals in the entertainment industry, including the
Broadway director Marshall Mason, musical arranger Del Newman and Barry and Fran
Weissler, producers of the musicals "Chicago”, "Grease" and the Tony Award winner
"Annie Get Your Gun". From 1989 to 1994, Mr. McKernan worked in New York and re-
wrote the music and lyrics and workshopped “Lottery Madness” and "Medea The
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30.

Contemporary Musical” (“Medea”). From 1995 to 1996, Mr. McKernan rewrote Medea with
Marshall Mason. Since 1996, when he acquired the musical version of “The Elephant Man”,
Mr. McKernan has been work-shopping and preparing this musical for production. Mr.
McKernan has experience in the copyright royalty business, having both paid and collected
royalties for theatrical stage productions for several years.

Mr. McKernan was the founder and is the President and Chief Executive Officer of Royalty
Entertainment Inc., a private company that developed and owns certain royalty rights to the
Theatrical Stage Musicals; “Medea The Contemporary Musical” and “The Elephant Man”

Over the past five years Mr. McKernan has continued to develop theatrical musicals with
the intent to move the musicals into the international licensing market place. He continued
to serve as President and CEO of Royalty Entertainment, which he formed in 1996. In
August 2000 he formed a capital pool company in the province of Alberta called
Entertainment Royalties Inc. This company was formed with the intent to take Royalty
Entertainment Inc. public by way of a reverse takeover.

Mr. McKernan through his company Le Fete Inc. acquired Superior Holdings Inc. a Turks
and Cacios Corporation during May of 2003. The company acquired the International
Licensing rights to “The Elephant Man”, and “Medea The Contemporary Musical” in May of
2004. The company changed its name in June of 2004 to Entertainment Royalty
Corporation Inc. This corporation was acquired by the Nevada corporation Entertainment
Royalty Corporation Inc:, on August 31, 2004.

Mr. McKernan is currently activity seeking licensing opportunities in the Theatrical Musical
Industry as well as licensing opportunities in the Pay Per View market. He is currently in
pre-production on a HDTV production of the musical “The Elephant Man”. As well as his
time spent preparing all of the documentation to take Entertainment Royalty Corporation,
public in the US, he is putting all of the production elements together for “The Elephant
Man.”

Education (degrees, schools, and dates):

In 1973 Mr. McKernan graduated High School from St. Michaels College School, a private
boys school located in Toronto Ontario Canada. During that time Mr. McKernan also
studied jazz piano as well as orchestration and arranging with private teachers.

In 1976 he graduated with a BA Degree from The University Of Waterloo, located in
Waterloo Ontario, Canada, located just outside of the greater Toronto Area.

From 1977 until 1982 he did post graduate studies at The Royal Conservatory Of Music
located in Toronto Ontario Canada. He studied Classical Music Compaosition and
Electronic Music. During that period he also studied classical piano with concert pianist Mr.
Harold Heap of Toronto.

During his final year of University Mr McKernan was invited by Broadcast Music
International (BMI) to become a member of the Lehman Engel Musical Theatre Workshops.
This is a specialized work-shop in the creation and structure of theatrical stage musicals.
Mr. McKernan studied with Mr. Lehman Engel from 1977 until 1982.

Also a Director of the Company [X]Yes [ ]No

Indicate amount of time to be spent on Company matters if less than full time:

Chief Operating Officer: Title:
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31.

Name: TBA Age:

Office Street Address:

Telephone No.: ( )

Name of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.

‘Education (degrees, schools, and dates):

Also a Director of the Company [ JYes [ ]No

Indicate amount of time to be spent on Company matters if less than full time:
Chief Financial Officer: Title: _CFO___

Name: Bernard Faibish Age: 66

Office Street Address:

Residence: 1095 Thimbleberry Circle,
Oshawa Ontario Canada L1K2H1

Telephone No.: (905) 579-7911

Name of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.
Education (degrees, schools, and dates):

Bernard Faibish CMA

Mr. Faibish is a Certified Management Accountant having obtained his degree from The
Society of Management Accountants of Ontario in 1976. He has been in private practice
for over 25 years with his breadth of business disciplines in Management Accounting,
Corporate Finance, Strategic Management, Corporate and Individual Taxation,
Management Consulting, and Mergers and Acquisitions.

His clients consist of private small and medium businesses, high net worth individuals,
partnerships both limited and general, sole proprietorship and entrepreneurs. His practice
has a high degree of taxation work both Federal and Provincial. He represents clients both
personal and corporate before the Tax Court of Canada and has appeared before the
CCRA (Canada Customs and Revenue Agency) on many occasions appealing various
rulings set out by CCRA.

Other duties Mr. Faibish has performed over the last five years for his clients include,
company purchases and sales, corporate reorganizations and restructuring strategies,
management strategy, consulting on capital raising of both debt and equity, management
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buy-outs and buy-ins, and overall effective corporate and individual financial decision
making.

Also a Director of the Company [X]Yes [ ]No
Indicate amount of time to be spent on Company matters if less than full time:

32.  Other Key Personnel:

(A)Name: N/A Age:
Title:
Office Street Address: Telephone No.:

( )

Name of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.

Education (degrees, schools, and dates):

Also a Director of the Company [ 1Yes [ ]No

Indicate amount of time to be spent on Company matters if iess than full time:

(BYName: Age:
Title:
Office Street Address: Telephone No.:

( )

Name of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.

Education (degrees, schools, and dates):
Also a Director of the Company [ 1Yes [ ]No

Indicate amount of time to be spent on Company matters if less than full time:

INSTRUCTION: The term "Chief Executive Officer" means the officer of the Company who has
been delegated final authority by the board of directors to direct all aspects of the Company's
affairs. The term "Chief Operating Officer" means the officer in charge of the actual day-to-day
operations of the Company's business. The term "Chief Financial Officer" means the officer having
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accounting skills who is primarily in charge of assuring that the Company's financial books and
records are properly kept and maintained and financial statements prepared.

The term "key personnel” means persons such as vice presidents, production managers, sales
managers, or research scientists and similar persons, who are not included above, but who make
or are expected to make significant contributions to the business of the Company, whether as
employees, independent contractors, consultants or otherwise.
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DIRECTORS OF THE COMPANY

33. Number of Directors: 2 1f Directors are not elected annually, or are elected under a voting trust
or other arrangement, explain:

34. Information concerning outside or other Directors (i.e. those not described above):
Not Applicable

(A) Name: Age:
Title:
Office Street Address: Telephone No.:

( )

Name of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.

Education (degrees, schools, and dates):

(B) Name: Age:
Title:
Office Street Address: Telephone No.:

( )

Name of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.

Education (degrees, schools, and dates):

(C) Name: Age:
Title:
Office Street Address: Telephone No.:

( )

Name of employers, titles and dates of positions held during past five years with an
indication of job responsibilities.

Education (degrees, schools, and dates):

35. (a) Have any of the Officers or Directors ever worked for or managed a company (including
a separate subsidiary or division of a larger enterprise) in the same business as the
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Company?

[X]Yes [ ]No

See Stephen McKernan bio.

(b)

If any of the Officers, Directors or other key personnel have ever worked for or
managed a company in the same business or industry as the Company or in a
related business or industry, describe what precautions, if any, (including the
obtaining of releases or consents from prior employers) have been taken to
preclude claims by prior employers for conversion or theft of trade secrets, know-
how or other proprietary information.

Business is non-competing to past business dealings, hence no pre-cautionary
steps have been taken to mitigate any potential damages from “knowledge”
and/or trade secrets.

Over the past five years Mr. McKernan has continued to develop theatrical musicals with the
intent to move the musicals into the international licensing market place. He continued to
serve as President and CEO of Royalty Entertainment, which he formed in 1996. In August
2000 he formed a capital pool company in the province of Alberta called Entertainment
Royalties Inc. This company was formed with the intent to take Royalty Entertainment Inc.
public by way of a reverse takeover.

(d)

If the Company has never conducted operations or is otherwise in the
development stage, indicate whether any of the Officers or Directors has ever
managed any other company in the start-up or development stage and describe
the circumstances, including relevant dates.

If any of the Company's key personnel are not employees but are consultants or other
independent contractors, state the details of their engagement by the Company.

Not Applicable

(e)

If the Company has key man life insurance policies on any of its Officers, Directors or
key personnel, explain, including the names of the persons insured, the amount of
insurance, whether the insurance proceeds are payable to the Company and whether
there are arrangements that require the proceeds to be used to redeem securities or pay
benefits to the estate of the insured person or a surviving spouse.

There is no key man life insurance policies on any of it Officers or Directors.

36. If a petition under the Bankruptcy Act or any State insolvency law was filed by or against the
Company or its Officers, Directors or other key personnel, or a receiver, fiscal agent or similar
officer was appointed by a court for the business or property of any such persons, or any
partnership in which any of such persons was a general partner at or within the past five years, or
any corporation or business association of which any such person was an executive officer at or
within the past five years, set forth below the name of such persons, and the nature and date of
such actions.

Not Applicable
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Note:  After reviewing the information concerning the background of the Company's Officers,
Directors and other key personnel, potential investors should consider whether or not
these persons have adequate background and experience to develop and operate this
Company and to make it successful. In this regard, the experience and ability of

management are often considered the most significant factors in the success of a
business.
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PRINCIPAL STOCKHOLDERS

37. Principal owners of the Company (those who beneficially own directly or indirectly 10% or more of the
common and preferred stock presently outstanding) starting with the largest common stockholder.
Include separately all common stock issuable upon conversion of convertible securities (identifying
them by asterisk) and show average price per share as if conversion has occurred. Indicate by
footnote if the price paid was for a consideration other than cash and the nature of any such

consideration.
No. of
Shares After
Offering
Average ‘ if All
Class of Price Per No of Shares % of Securities % of
Shares Share Now Held Total Sold Total
Le Fete Inc. Common 0.001 219,950,000 85.86 219.950,000

83.18

Office Street Address:
410 Park Avenue, Suite 1530, New York NY, 10022

Telephone No. (905)773-7462

Principal occupation: _Chief Executive Officer

38. Number of shares beneficially owned by Officers and Directors as a group:

Before offering: 219,950,000 shares (85.86 % of total outstanding)

After offering:
a) Assuming minimum securities sold: 0 shares (85.86%_of total outstanding)

b) Assuming maximum securities sold: 8,325,000 shares (_83.18_% of total
outstanding)

(Assume all options exercised and all convertible securities converted.)
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INSTRUCTION: If shares are held by family members, through corporations or partnerships, or otherwise
in a manner that would allow a person to direct or control the voting of the shares (or share in such
direction or control — as, for example, a co-trustee) they should be included as being "beneficially owned.”
An explanation of these curcumstances should be set forth in a footnote to the "Number of Shares Now
Held."

MANAGEMENT RELATIONSHIPS, TRANSACTIONS AND REMUNERATION

39. (a) If any of the Officers, Directors, key personnel or principal stockholders are related by
blood or marriage, please describe.

Not Applicable

(b) If the Company has made loans to or is doing business with any of its Officers,
Directors, key personnel or 10% stockholders, or any of their relatives (or any entity
controlled directly or indirectly by any such persons) within the last two years, or
proposes to do so within the future, explain. (This includes sales or lease of goods,
property or services to or from the Company, employment or stock purchase
contracts, etc.) State the principal terms of any significant loans, agreements, leases,
financing or other arrangements.

Not Applicable

(c) If any of the Company's Officers, Directors, key personnel or 10% stockholders has
guaranteed or co-signed any of the Company's bank debt or other obligations,
including any indebtedness to be retired from the proceeds of this offering, explain
and state the amounts involved.

Not Applicable

40. (a) List all remuneration by the Company to Officers, Directors and key personnel for the
last fiscal year: '

Cash Other
Chief Executive Officer $0.00 $0.00
Chief Operating Officer $0.00 $0.00
Chief Accounting Officer $0.00 $0.00

Key Personnel:

Others:
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Total: $ 0 $ 0

Directors as a group (number of
persons) $_ 0 $ 0

(b) If remuneration is expected to change or has been unpaid in prior years, explain:
It is expected that the officers will receive compensation when the company begins operations.
(cy I any employment agreements exist or are contemplated, describe:

It is contemplated that the company shall pay it’s officers remunerations based on the following
based on annual employment contracts:

CEO $300,000 per annum to be paid through an employee loan out agreement by way of Le
Fette TCI.

CFO $120,000 per annum but will be paid on an hourly rate until the company is adequately
capitalized per the employment contract.

41. (a) Number of shares subject to issuance under presently outstanding stock purchase
agreements, stock options, warrants or rights: NIL shares (0 % of total shares to be
outstanding after the completion of the offering if all securities sold, assuming exercise
of options and conversion of convertible securities). Indicate which have been
approved by shareholders. State the expiration dates, exercise prices and other basic
terms for these securities:

(b) Number of common shares subject to issuance under existing stock purchase or
option plans but not yet covered by outstanding purchase agreements, options or
warrants: 0 shares.

(c) Describe the extent to which future stock purchase agreements, stock options,
warrants or rights must be approved by shareholders. Such decisions are made only
by a disinterested majority of the Board of Directors.

42. If the business is highly dependent on the services of certain key personnel, describe any
arrangements to assure that these persons will remain with the Company and not compete
upon any termination:
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Non-compete/non-circumvent Agreement have been provided by each.

The company currently does not have any effective employment contracts with its officers.
The companies CEO and Chairman of the board

- Note: After reviewing the above, potential investors should consider whether or not the
compensation to management and other key personnel directly or indirectly, is
reasonable in view of the present stage of the Company's development.

INSTRUCTION: For purposes of Question 39(b), a person directly or indirectly controls an entity
if he is part of the group that directs or is able to direct the entity's activities or affairs. A person is
‘typically a member of a control group if he is an officer, director, general partner, trustee or
beneficial owner of a 10% or greater interest in the entity. In Question 40, the term "Cash" should
indicate salary, bonus, consulting fees, non-accountable expense accounts and the like. The
column captioned "Other" should include the value of any options or securities given, any
annuity, pension or retirement benefits, bonus or profit-sharing plans, and personal benefits (club
memberships, company cars, insurance benefits not generally available to employees, etc.). The
nature of these benefits should be explained in a footnote to this column.

LITIGATION

43. Describe any past, pending or threatened litigation or administrative action which has had or
may have a material effect upon the Company's business, financial condition, or operations,
including any litigation or action involving the Company's Officers, Directors or other key
personnel. State the names of the principal parties, the nature and current status of the
matters, and amounts involved. Give an evaluation by management or counsel, to the extent

- feasible, of the merits of the proceedings or litigation and the potential impact on the
Company's business, financial condition, or operations.

Not Applicable

FEDERAL TAX ASPECTS

44. If the Company is an S corporation under the Internal Revenue Code of 1986, and it is
anticipated that any significant tax benefits will be available to investors in this offering,
indicate the nature and amount of such anticipated tax benefits and the material risks of their
disallowance. Also, state the name, address and telephone number of any tax advisor that
has passed upon these tax benefits. Attach any opinion or description of the tax
consequences of an investment in the securities by the tax advisor.

Name of Tax Advisor:
Address:
Telephone No. ( ) -

Note: Potential investors are encouraged to have their own personal tax consultant contact
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the tax advisor to review details of the tax benefits and the extent that the benefits
would be available and advantageous to the particular investor.

MISCELLANEOUS FACTORS

45. Describe any other material factors, either adverse or favorable, that will or could affect the
Company or its business (for example, discuss any defaults under major contracts, any
breach of bylaw provisions, etc.) or which are necessary to make any other information in
this Offering Circular not misleading or incomplete.

FINANCIAL STATEMENTS

46. Provide the financial statements required by Part F/S of this Offering Circular section of Form
1-A.
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AUDITORS’ REPORT

To the Board of Directors and Shareholders of:
ENTERTAINMENT ROYALTY CORPORATION INC.

We have audited the accompanying consolidated balance sheet of ENTERTAINMENT
ROYALTY CORPORATION INC. as at August 31, 2004 and the consolidated statements of
operations, shareholder’s equity and cash flows for the period ending August 31, 2004. These
financial statements are the responsibility of the companys’ management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Oversight Board
(United States). Those standards require that we plan and perform an audit to obtain reasonable
assurance whether the financial statements are free of material misstatement. An audit includes .
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, these financial statements present fairly, in all material respects, the financial
position of the company as at August 31, 2004 and the results of its operations and their cash flows
for the period ending August 31, 2004, in conformity with accounting principles generally accepted
in the United States of America.

The company has a going concern problem as discussed in Note 2 and may not be able to fund its
liabilities.

Toronto, Ontario _ /s/ Danziger and Hochman

September 10, 2004 Chartered Accountants
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ENTERTAINMENT ROYALTY CORPORATION INC.

Consolidated Balance Sheet
(Stated in United States Dollars)
As at August 31, 2004

Statement I

2004
ASSETS
Current
Licensing rights (note 2) $4,500,000
Sundry assets 11,450
$4,511,450
LIABILITIES
Current
Accounts payable and accrued liabilities $ 380,000
Note interest payable (note 3) 56,708
436,708
Long Term
Note payable (note 3) 1,756,000
SHAREHOLDER’S DEFICIENCY
CAPITAL STOCK (note 4) 247,836
ADDITIONAL PAID-IN CAPITAL 2,521,214
(DEFICIT) - Statement 11 (  450,308)
2,318,742
$4,511,450

ON BEHALF OF THE BOARD:

/s/ Stephan McKernan Director
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ENTERTAINMENT ROYALTY CORPORATION INC. Statement 11
Consolidated Statement of Shareholder’s Deficiency

(Stated in United States Dollars)

For the Period Ended August 31, 2004

Additional
Common Paid-In Comprehensive
Shares Capital Income Deficit Total

BALANCE, August 30, 2004 $ - $ - $ - $ - $ -
Issuance of common shares for

related party 247,836 2,521,214 - - 2,769,050
Adjustment on consolidation

for prior year losses of

subsidiary - - { 321,045) - { 321,045)
Net {loss) for the pericd - - - { 129,263) ( 129,263)
BALANCE, August 31, 2004 $ 247,836 $2,521,214 ($ 321,045) ($ 129,263) $2,318,742
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ENTERTAINMENT ROYALTY CORPORATION INC. Statement 111
Consolidated Statement of Operations

(Stated in United States Dollars)

For the Period Ended August 31, 2004

For the Period June 1,

2004 to August 31, 2004
REVENUE $ -
EXPENSES
Interest on note payable (note 2) 44,413
Management fees (note 5)
75,000
Other
1,650
Professional fees
8,200
129,263
NET (LOSS) FOR THE YEAR ($ 129,263)
BASIC NET (LOSS) PER SHARE ‘ (50.001)
WEIGHTED AVERAGE NUMBER OF
COMMON SHARES OUTSTANDING , 247,729,500

Page 61



ENTERTAINMENT ROYALTY CORPORATION INC. Statement IV
Consolidated Statement of Cash Flows )
(Stated in United States Dollars)
For the Period Ended August 31, 2004
For the Period
June 1, 2004
to August 31,
2004
CASH FLOWS FROM OPERATING ACTIVITIES
Net (loss) for the period — Statement I11 ($ 129,263)
Changes in non-cash working capital componenté
Accounts payable 77,500
Interest payable 44,413
Sundry assets ( 811)
( 8,161)
FINANCING ACTIVITIES
Loan to related party ( 10,539)
Issuance of common shares 62,700
Note payable ( 44,000)
8,161
INCREASE IN CASH DURING PERIOD -
CASH, BEGINNING OF PERIOD -
CASH, END OF PERIOD $ -
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ENTERTAINMENT ROYALTY CORPORATION INC.

Notes to the Consolidated Financial Statements
" (Stated in United States Dollars)
August 31, 2004

1. COMMENCEMENT OF OPERATIONS

The Company was incorporated on August 30, 2004 in the State of Nevada. The Company’s
financial statements were consolidated for the period June 1, 2004 to August 31, 2004 with Entertainment
Royalty Corporation Inc., a company incorporated under the laws of Turks & Caicos Islands.

The TCI company commenced active business activities in May 2004 with the intention to develop a

licensing company for theatre and other productions. The Company is working on a strategy to raise capital
in order to expand its operations. '

2.  SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared by management in conformity with accounting
principles generally accepted in the United States of America and include the following significant accounting
policies: _

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amount of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amount
of revenues and expenses during the reporting period. Actual results could differ from these
estimates. These estimates are reviewed periodically and, as adjustments become necessary,
they are reported in earnings in the period in which they become known.

Financial Instruments

Financial instruments included in the balance sheet are accounts payable and accrued
liabilities, note interest payable and note payable. Their carrying values approximate fair
market value.

Licensing Rights

Licensing rights to two plays have been recorded at cost. The licensing rights were acquired in a non-
arm’s length transaction from a related company for share and debt consideration. We are unable to
determine the fair market value of these rights and as such, cannot determine if there is any impairment
in value. '
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ENTERTAINMENT ROYALTY CORPORATION INC.
Notes to the Consolidated Financial Statements

(Stated in United States Dollars)

August 31, 2004

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

Going Concern

These financial statements have been prepared on a going concern basis and do not include any
adjustments to the measurement and classification of the recorded asset amounts and
classification of liabilities that might be necessary should the Company be unable to continue
as a going concern. The Company’s ability to realize its assets and discharge its liabilities in
the normal course of business is dependent upon continued support. The Company is also
dependent on an infusion of equity from potential shareholders. The Company is currently
attempting to obtain additional financing from its existing shareholders and other strategic
investors to continue its operations. However, there can be no assurance that the Company will
obtain sufficient additional funds from these sources.

These conditions cause substantial doubt about the Company’s ability to continue as a going
concern. A failure to continue as a going concern would require that stated amounts of assets
and liabilities be reflected on a liquidation basis which could differ from the going concern
basis.

3. NOTE PAYABLE

The principal amount of $1,756,000 bears simple interest at 10% per annum, payable
monthly, and is due on December 31, 2005. Interest payments commence July 2004.

The note payable arose on the acquisition of the licensing rights. No security has been
provided for the note payable.

4. CAPITAL STOCK

The number of outstanding shares of the Company as at August 31, 2004 is computed as
follows:

Shares issued in exchange for shares in subsidiary company 247,834,000
Outstanding shares as at August 31, 2004 247.834.000

The Company authorized stock consists of 1,000,000,000 common stock with a par value of $.001.
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ENTERTAINMENT ROYALTY CORPORATION INC.
Notes to the Consolidated Financial Statements

(Stated in United States Dollars)

August 31, 2004

S.  RELATED PARTY TRANSACTIONS

Management fees to a company controlled by a related party of $75,000 (June 2003 to May
2004 - $300,000) were accrued and expensed during the year. The management fee contract
commenced June 1, 2003 and shall continue for a five year period with a minimum 10% per
year increase. As at August 31, 2004, no amounts have been paid.

‘6. BASIC NET LOSS PER SHARE

Basic net loss per share figures are calculated using the weighted average number of common
shares outstanding computed on a monthly basis.
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47.

48.

MANAGEMENT'S DISCUSSION AND
ANALYSIS OF CERTAIN RELEVANT FACTORS

If the Company's financial statements show losses from operations, explain the causes
underlying these losses and what steps the Company has taken or is taking to address these
causes.

The company'’s losses are associated with standard setup costs and is currently running with
virtually no operational costs.

Describe any trends in the Company's historical operating results. Indicate any changes now
occurring in the underlying economics of the industry or the Company's business, which, in
the opinion of Management, will have a significant impact (either favorable or adverse) upon
the Company's results of operations within the next 12 months, and give a rough estimate of
the probable extent of the impact, if possible.

The company is currently a development stage company and the above is not applicable.

49.

50.

If the Company sells a product or products and has had significant sales during its last fiscal
year, state the existing gross margin (net sales less cost of such sales as presented in
accordance with generally accepted accounting principles) as a percentage of sales for the
last fiscal year: 0 %. What is the anticipated gross margin for next year of operations?
Approximately 50 %. If this is expected to change, explain. Also, if reasonably current gross
margin figures are available for the industry, indicate these figures and the source or sources
from which they are obtained.

Foreign sales as a percent of total sales for last fiscal year: 0 %. Domestic government sales
as a percent of total domestic sales for last fiscal year: 0 %. Explain the nature of these
sales, including any anticipated changes:

The company expects 100% of it's sales to be foreign sales in future years. There are no
anticipated sales for its products in its home jurisdiction.

 k ok k ok k k kk k%

OFFERING CIRCULAR MODEL B.</B< td>

ltem 1. Cover Page

The cover page of the offering circular shall include the following information:

(a) Name of the issuer;

(b) The mailing address of the issuer's principal executive offices including the zip
code and the issuer's telephone number;

(c) Date of the offering circular;
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(d) Description and amount of securities offered (Note: this description should include,
for example, appropriate disclosure of redemption and conversion features of debt
securities);

(e) The statement required by Rule 253;
() The table(s) required by ltem 2;
(g) The name of the underwriter or underwriters;

Any materials required by the law of any state in which the securities are to be
offered;

If applicable, identify material risks in connection with the purchase of the
securities; and

() Approximate date of commencement of proposed sale to the public.

Instruction: Where the name of the issuer is the same as the name of another well-known
company or indicates a line of business in which the issuer is not engaged or is engaged to only
a limited extent, a statement should be furnished to that effect. In some circumstances, however,
disclosure may not be sufficient, and a change of name may be the only way to cure its
misleading character. ‘

Iltem 2. Distribution Spread

(a) The information called for by the following table shall be given, in substantially
the tabular form indicated, on the outside front cover page of the offering circular
as to all securities being offered (estimate, if necessary).

Price to Public
Underwriting
discount and
commissions

Proceeds
to issuer or
other persons

Per unit
$0.60

10%

$0.56

Total
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If the securities are to be offered on a best efforts basis, the cover page should
set forth the termination date, if any, of the offering, any minimum required sale
and any arrangements to place the funds received in an escrow, trust, or similar
arrangement. The following tabular presentation of the total maximum and
minimum securities to be offered should be combined with the table required
above.

Price to Public
Underwriting
discount and
commissions

Proceeds
to issuer or
other persons

Total Minimum
0

0
0

Total Maximum
5,000,000
_500,000__
__ 4,500,000

Instructions

1.

The term "commissions” shall include all cash, securities, contracts, or anything
else of value, paid, to be set aside, disposed of, or understandings with or for the
benefit of any other persons in which any underwriter is interested, made in
connection with the sale of such security.

Only commissions paid by the issuer in cash are to be indicated in the table.
Commissions paid by other persons or any form of non-cash compensation shall
be briefly identified in a note to the table with a cross-reference to a more
complete description elsewhere in the offering circular.

Prior to the commencement of sales pursuant to Regulation A, the issuer shall
inform the Commission whether or not the amount of compensation to be
allowed or paid to the underwriters, as described in the offering statement, has
been cleared with the National Association of Securities Dealers, Inc.

If the securities are not to be offered for cash, state the basis upon which the
offering is to be made.
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5.

(c)

If it is impracticable to state the price to the public, the method by which it is to
be determined shall be explained.

Any finder's fees or similar payments shall be disclosed on the cover page with a
reference to a more complete discussion in the offering circular. Such disclosure
should identify the finder, the nature of the services rendered and the nature of
any relationship between the finder and the issuer, its officers, directors,
promoters, principal stockholders and underwriters (including any affiliates
thereof).

The amount of the expenses of the offering borne by the issuer, including
underwriting expenses to be borne by the issuer, should be disclosed in a
footnote to the table.

Item 3. Summary Information, Risk Factors and Dilution

(@)

Where appropriate to a clear understanding by investors, there should be set forth in
the forepart of the offering circular, under an appropriate caption, a carefully
organized series of short, concise paragraphs, summarizing the principal factors
which make the offering one of high risk or speculative.

Note: These factors may be due to such matters as an absence of an operating
history of the issuer, an absence of profitable operations in recent periods, an erratic
financial history, the financial position of the issuer, the nature of the business in
which the issuer is engaged or proposes to engage, conflicts of interest with
management, reliance on the efforts of single individual, or the method of
determining the market price where no market currently exists. Issuers should avoid
generalized statements and include only those factors, which are unique to the
issuer. :

Where there is a material disparity between the public offering price and the effective
cash cost to officers, directors, promoters and affiliated persons for shares acquired
by them in a transaction during the past three years, or which they have a right to
acquire, there should be included a comparison of the public contribution under the
proposed public offering and the effective cash contribution of such persons. In such
cases, and in other instances where the extent of the dilution makes it appropriate,
the following shall be given: (1) the net tangible book value per share before and
after the distribution; (2) the amount of the increase in such net tangible book value
per shareattributable to the cash payment made by purchasers of the shares being
offered; and (3) the amount of the immediate dilution from the public offering price
which will be absorbed by such purchasers.

Not applicable stock was issued over 3 years ago. |
Item 4. Plan of Distribution

(a)

If the securities are to be offered through underwriters, give the names of the
principal underwriters, and state the respective amounts underwritten. Identify each
such underwriter having a material relationship to the issuer and state the nature of
the relationship. State briefly the nature of the underwriters' obligation to take the

Page 69




securities.
Not Applicable

(B) state briefly the discounts and commissions to be allowed or paid to dealers,
including all cash, securities, contracts or other consideration to be received by any
dealer in connection with the sale of the securities.

8.5% commissions and 1.5% expenses are to be paid in cash.

(c) Outline briefly the plan of distribution of any securities being issued which are to be
offered through the selling efforts of brokers or dealers or otherwise than through
underwriters.

The company officers plan on distributing the stock to residents of states and provinces as listed
in it’s filing.

(d) If any of the securities are to be offered for the account of security holders, indicate
on the cover page the total amount to be offered for their account and include a
cross-reference to a fuller discussion elsewhere in the offering circular. Such
discussion should identify each selling security holder, state the amount.owned by
him, the amount offered for his account and the amount to be owned after the
offering.

Not applicable.

(e) (1) Describe any arrangements for the return of funds to subscribers if all of the
securities to be offered are not sold; if there are no such arrangements, so state.

There will be no return of funds as there is no minimum.

(2) If there will be a material delay in the payment of the proceeds of the offering by
the underwriter to the issuer, the salient provisions in this regard and the effects
on the issuer should be stated.

Not applicable.

Instruction: Attention is directed to the provisions of Rules 10b-9 {17 CFR 240.10b-9] and
15¢c2-4 [17 CFR 240.15c2-4] under the Securities Exchange Act of 1934. These rules
outline, among other things, antifraud provisions concerning the return of funds to
subscribers and the transmission of proceeds of an offering to a seller.

ltem Use of Proceeds to Issuer
5.

State the principal purposes for which the net proceeds to the issuer from the securities to be
offered are intended to be used, and the approximate amount intended to be used for each such
purpose.

Operating Funds $2,000,000

Office Setup $200,000

Wages $300,000

Licensing $1,160,000

Acquisition fund $725,000

Total: $4,385,000
Instructions:
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1. If any substantial portion of the proceeds has not been allocated for particular
purposes, a statement to that effect shall be made together with a statement of the
amount of proceeds not so allocated and how the registrant expects to employ such
funds not so allocated.

The company will maintain an operating budget of $2,000,000 this will be held as a
cash reserve for future operations in year two and beyond.

2. Include a statement as to the use of the actual proceeds if they are not sufficient to
accomplish the purpose set forth and the order of priority in which they will be applied.
However, such statement need not be made if the underwriting arrangements are such
that, if any securities are sold to the public, it can be reasonably expected that the
actual proceeds of the issue will not be substantially less than the estimated aggregate
proceeds to the issuer as shown under ltem 2.

If any material amounts of other funds are to be used in conjunction with the proceeds,
state the amounts and sources of such other funds.

4. If any material part of the proceeds is to be used to discharge indebtedness, describe
the terms of such indebtedness. If the indebtedness to be discharged was incurred
within one year, describe the use of the proceeds of such indebtedness.

5. If any material amount of the proceeds is to be used to acquire assets, otherwise than
in the ordinary course of business, briefly describe and state the cost of the assets. If
the assets are to be acquired from affiliates of the issuer or their associates, give the
names of the persons from whom they are to be acquired and set forth the principle
followed in determining the cost to the issuer.

6. The issuer