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Clark of the Supsrior Court

SEP 2 6 2018
By: | QUIRARTE, Depuly

SUPERIOR COURT OF CALIFORNIA
FOR THE COUNTY OF SAN DIEGO

SALAM RAZUK], an individual,
Plaintiff,
V.

NINUS MALAN, an individual; CHRIS
HAKIM, an individual; MONARCH
MANAGEMENT CONSULTING, INC. a
California corporation; SAN DIEGO UNITED
HOLDING GROUP, LLC, a California limited
liability company; FLIP MANAGEMENT,
LLC, a California limited liability company;
MIRA ESTE PROPERTIES, LLC, a California
limited liability company; ROSELLE
PROPERTIES, LLC, , a California limited
liability company; BALBOA AVE
COOPERATIVE, a California nonprofit mutual
benefit corporation; CALIFORNIA CANNABIS
GROUP, a California nonprofit mutual benefit
corporation; DEVILISH DELIGHTS, INC,, a
California nonprofit mutual benefit corporation;
and DOES 1-100, inclusive,

Defendants.

CASE NO.: 37-201 8-00034229-CU-BC-CTL

[PROPOSED] ORDER CONFIRMING
RECEIVER AND GRANTING
PRELIMINARY INJUNCTION

Judge:
Dept:
Date:
Time:

Hon. Eddie C. Sturgeon
C-67

September 7, 2018

1:30 p.m.

This matter came on for hearing on September 7, 2018 at 1:30 p.m. in Department C-67, the

Honorable Judge Eddie C. Sturgeon, presiding. Upon reviewing the papers and records filed in this

matter and taking into account argument by counsel at the hearing, and good cause appearing,

ol-
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NOW THEREFORE, IT IS HEREBY ORDERED, ADJUDGED AND DECREED:
1. Michael W. Essary is confirmed as this Court’s appointed Receiver in this matter and
shall retain control and possession of the following business entities:
a. San Diego United Holdings Group, LLC;
b. Mira Este Properties, LLC;
c. Balboa Ave Cooperative;
d. California Cannabis Group;
e. Devilish Delights, Inc.;
f. Flip Mane;gement, LLC.
Collectively, thesc’ business entities will be referred to as the “Marijuana Operations.”

2, The Court finds that Plaintiff has established a likelihood of success on the merits
and the probability of irreparable injury if a preliminary injunction is not issued. The Court grants
| Plaintiff’s request for the issuance of a preliminary injunction, thereby confirming the appointment
of Receiver. |

3. Plaintiff shall post its injunction bond in the amount of $350,000.00 no later than
September 21, 2018.

4. Receiver shall maintain and oversee the current management agreement in place with
Far West Management, LLC for the marijuana dispensary operations at the property located at 8861
Balboa Avenue, Suite B, San Diego, California 92123 and 8863 Balboa Avenue, Suite E, San Diego,
California 92123 (“Balboa Ave Dispensary”). The Court permits Receiver to pay the management
fee and/or minimum guarantee payments, according to the management agreement, if funds are
available.

5. Receiver shall maintain and oversee the current management agreement in place with
Synergy Management Partners, LLC for the production facility operations at the property located at
9212 Mira Este Court, San Diego, California 92126 (“Mira Este Property”). The Court permits
Receiver to pay the management fee and/or minimum guarantee payments, according to the

management agteement, if funds are available.

2-
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6. Receiver shall continue to work with Certified Public Accountant Justus Henkus IV
to provide accounting services for the Marijuana Operations, specifically including the active
aperations at the Balboa Ave Dispensary and tﬁc Mira Este Property. All outgoing payments made
in the course of business for the Marijuana Operations shall firs?t be approved by the Receiver.

7. Receiver shall retain Brian Brinig of Brinig Taylor Zimmer, Inc. to conduct a
comprehensive forensic audit of the Marijuana Operations, as well as of all named parties in this
matter as it relates to financial transactions between and among such parties related to the issues in
dispute.

8. From the proceeds that shall come into Receiver’s possession from the Balboa Ave
Dispensary, Receiver shall apply and disburse said monies in the following general order, subject to
Receiver’s discretion:

a. To pay the expenses and charges of Receiver, and his counsel Richardson
Griswold of Griswold Law, APC, in the carrying out of Receiver’s Court-ordered
duties and obligations;

b. To pay all expenses reasonably necessary or incidental to the continued operation,
care, preservation and maintenance of the Balboa Ave Dispensary to maintain the
status quo;

c. To pay all installments of principal and interest presently due or to become due
pursuant to notes secured against the Balboa Ave Dispensary propetty.

9. From the proceeds that shall come into Receiver’s possession from the Mira Este
Property, Receiver shall apply and disburse said monies in the following general order, subject fo
Receiver's discretion:

a. To pay the expenses and charges of Receiver, and his counsel Richardson
Griswold of Griswold Law, APC, in the carrying out of Receiver’s Court-ordered

duties and obligations;

3- .
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b. To pay all expenses reasonably necessary or incidental to the continued operation,
care, preservation and maintenance of the Mira Este Property to maintain the
status quo,

¢. To pay all installments of principal and interest presently due or to become due
pursuant to notes secured against the Mira Este Property.

10.  Receiver shall hold all proceeds derived from the Marijuana Operations, less all costs,
expenses and payments outlined above.

11.  To the greatest extent reasonably possible, Receiver shall ensure the Marijuana
Operations remain operating at status quo. All parties to this matter shall cooperate with Receiver

and keep the Receiver informed regarding all updates, statuses, notices or otherwise regarding the

'Marijuana Operations.

12.  Receiver shall take possession of all funds held for or arising out of the real property
owned by any of the Marijuana Operations, the operation of the Marijuana Operations, and/or on
deposit in any and all bank and savings demand deposit accounts, including without limitation,
money on deposit at any baﬁk, or located elsewhere, certificates of deposit, warrants, Letter(s) of
Credit,‘drafts, notes, deeds of trust and other negotiable insttuments, choses in action, chattel paper,
accounts receivable, collateral of any kihd and otherwise, in the name of, or held for the benefit of
the Marijuana Operations. All of the foregoing -shall .include, without limitation, such accounts
and/or instruments held in the name of the Marijuana Operations for which any director, officer or
employee of the Marfjuana Operations is a signatory or authorized agent of the Marijuana
Operations, notwithstanding the actual name under which the account or instrument is held. The
Receiver shall exercise full control over said assets and Receiver shall have the right to assume any
existing accounts.

13.  Eachand every banking, savi.ngs and thrift institution having funds on deposit for, or
held for the benefit of the Marijuana Operations, shall céde control of all of such funds and accrued
interest, if any, and all certificates and/or books, statements and records of account representing said

funds, directly to the Receiver without further inquiry or impediment to the exercise of the powers

-4-
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of the Receiver herein. Recei'ver shall have the right to establish new bank accounts and transfer |
existing Marijuana Operations account funds from their current account locations into the new bank
accounts established by Receiver as he deems necessary. Receiver is empowered to establish such
accounts as he may deem necessary at such federally insured bank(s) as he may determine
appropriate. Specifically, Receiver may open and maintain separate bank accounts for the aperations
at the Balboa Ave Dispensary and may open and maintain separate bank accounts for the operations
at the Mira Este Propetty.

14,  All rents, issues and profits that may accrue from the Marijuana Operations,
Marijuana Operations Property, or any part thereof, or which may be received or receivable from
any hiring, operating, letting, leasing, sub-hiring, using, subletting, subleasing, renting thereof shall
be subject to this Order and controlled by the Receiver. Rents, issues and profits shall include,
without limitation, gross receipts from business operations, all rental proceeds of the Marijuana
Operations® premises, if any, discounts and rebates of every kind, any right arising from the
operation of the Marijuana Operations and/or Marijuana Operations Property and payment for
storage, product development and preparation of any kind, equipment rental, delivery, commercial
rental of any Marijuana Operations Property and any other service or rental rendered, whether or not
yet earned by performance including, but not limited to, accounts arising from the operations of the
Marijuana Operations Property, rent, security and advance deposits for use and/or hiring, in any
manner, of the Marijuana Operations, and to payment(s) from any consumer, credit/charge card
organization or entity (hereinafier collectively called “Rents and Profits”).

15. Receiver is empowered to execute and prepare all documents and to perform all
necessary acts, whether in the ﬁame of the Marijuana Operations, named parties in this matter and/or
directors, officers, or members of the Marijuana Operations or in the Receiver’s own name, that are
necessary and incidental to demanding, collecting and receiving said money, obligations, funds,
licenses, Rents and Profits and payments due the Marijuana Operations and/or named parties in this

matter and subject to enforcement under this Order.

-5-
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16.  Receiver is authorized to endorse and deposit into his receiver account(s) all of said
funds, cash, checks, warrants, drafts and other instruments of payment payable fo the Marijuana
Operations, named parties in this matter and/or the agents of the Marijuana Operations as such
payments relate to the Marijuana Operations. |

17.  Plaintiff, Plaintiffs—In—InteJrvention, Defendants, and members of the Marijuana
Operations and their servants, agents, attorneys, accountants, employees, successors-in-interest and
assigns, and all other persons acting under and/or in concert with any of them shall provide, turn
over and deliver to the Receiver within forty-eight (48) hours of entry of this Order any and all
instruments, profit and loss stateménts, income and expense statements, documents, ledgers, receipts
and disbursements journals, books and records of accounts, including canceled checks and bank
statements, for all Marijuana Operations and Marijuana Operations Property, including electronic |
records consisting of hard and floppy disks, checking and savings records, cash register tapes and
sales slips and all check book disbursement registers and memoranda and savings passbooks.

18.  Plaintiff, Plaintiffs-In-Intervention, Defendants, and/or any of the directors, officers,
members of the Marijuana Operations shall notify the Receiver forthwith whether there is sufficient
insurance coverage in force on the Marijuana Operations Property, including the Marijuana
Operations premises, if any. Said persons shall inform the Receiver of the name, address and
telephone number of all insurance agents and shall be responsible for and are ordered to cause the
Receiver to be named as an additional insured on such policy(ies) of liability, casualty, property loss

and Worker’s Compensation for the period the Receiver shall be in possession of the Marijuana

|{ Operations and the Marijuana Operations Property, if any such insurance exists.

19.  If there is insufficient or no insurance, the Receiver shall have thirty (30) business
days from entry of this Order within which to procure such insurance, if possible, provided he has
funds from the business to do so. During this “procurement” period, the Receiver shall not be_
personally liable for any and all claims arising from business operations nor for the procurement of

said insurance. The cost thereof shall be payable by and become an obligation of the receivership,

He
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and not at the personal expense of the Receiver. If there is insufficient operating revenue to pay for
such insurance, the Receiver shall apply to the Court for instructions.

20.  Plaintiff, Plaintiffs-In-Intervention, Defendants, and their respective agents,
employees, servants, representatives, and all other persons and entities acting in concert with them
or under their direction or control, or any of them, shall be, and hereby are, enjoined and restrained
from engaging in or performing, directly or indirectly, any of the following acts:

a) Expending, disbursing, transferring, assigning, selling, conveying, devising,
pledging, mortgaging, creating a security interest in, encumbering, concealing, or in any
manner whatsoever disposing of the whole or any part of the Marijuana Operations or
Marijuana Operations Property, without the written consent of the Receiver first obtained;

b) - Doingany act which will, or which will tend to impair, defeat, divert, prevent
or prejudice the preservation of the proceeds of the Marijuana Qperations or the receivership’s
interest in the subject Marijuana Operations Property in whatever form the interest is held or
used; and,

c) Destroying, concealing, transferring, or failing to preserve any document
which evidences, reflects or pertains to any aspect of the Marijuana Operations or Marijuana
Operations Property;

d) Entering into any contract, lease, or agreement with any third party in relation
to the Marijuana Operations without the written consent of the Receiver first obtained.

91.  Receiver is authorized to make entry onto any and all business premises utilized by
the Marijuana Operations and/or the Marijuana Operations Property.

22 Plaintiffs-In-Intervention SoCal Building Ventures, LLC and San Diego Building

Ventures, LLC are authorized to retrieve its equipment from the Mira Este Property. Receiver shall

coordinate and attend the retrieval from the Mira Este Property. |

23.  Receiver shall attempt in good faith to coordinate Plaintiffs-In-Intervention SoCal
Building Ventures, LLC and San Diego Building Ventures, LLC’s retrieval of any equipment or
personal property located at the Balboa Ave Property. Plaintiffs-In-Intervention SoCal Building
Ventures, LLC and San Diego Building Ventures, LLC will first be required to provide appropriate

T
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documentation proving ownership of its equipment and property to Receiver for review and
confirmation. Receiver shall use his dis&etion in determining whether the removal of any such
equipmenf or property would substantially affect the Marijuana Operations.

24.  This Court will hold a receivership status hearing on November 16, 2018 at 1:30 p.m.
in Department C-67 before the Honorable Judge Eddie C. Sturgeon, presiding.

25.  Additional Orders:

IT IS SO ORDERED. ‘ ‘
e ¢. Sogpo
Dated: September 26, 2018 Judge Eddia C Sturgeon

Judge of the Superior Court

-§-
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Steven W. Blake, Esq., SBN 235502
Andrew W. Hall, Esq., SBN 257547
Daniel Watts, Esq. SBN 277861
GALUPPO & BLAKE

A Professional Law Corporation
2792 Gateway Road, Suite 102
Carlsbad, California 92009

Phone: (760) 431-4575

Fax: (760) 431-4579

Gina M. Austin (SBN 246833)

E-mail: gaustin@austinlegalgroup.com

Tamara M. Leetham (SBN 234419)

E-mail: tamara@austinlegalgroup.com

AUSTIN LEGAL GROUP, APC
3990 O1d Town Ave, Ste A-112
San Diego, CA 92110

Phone: (619) 924-9600
Facsimile: (619) 881-0045

Attorneys for Defendants

SUPERIOR COURT OF CALIFORNIA, COUNTY OF SAN DIEGO

SALAM RAZUKI, an individual,
Plaintiff,

VS.

NINUS MALAN, an individual; MONARCH.
MANAGEMENT CONSULTING, INC,, a

California corporation; SAN DIEGO UNITED
HOLDING GROUP, LLC, a California limitedj

liability company; MIRA ESTE

PROPERTIES, LLC, a California limited
liability company; ROSELLE PROPERTIES,
LLC, a California limited liability company;

and DOES 1-100, inclusive,

Defendants.

CENTRAL DiVISION

Case No.: 37-2018-00034229-CU-BC-CTL

Assigned: Hon. Judge Sturgeon
Dept.: C-67

Exhibit A to Notice of Appeal

List of Appealing Partics

I
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List of Appealing Partics

. Ninus Malan

San Diego United Holdings Group, LLC
Flip Management, L.LC

California Cannabis Group

Balboa Ave Cooperative

Devilish Delights, Inc.

List of Appealing Parties

2
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Steven W. Blake, Esq., SBN 235502
Andrew W. Hall, Esq., SBN 257547
Daniel Watts, Esq. SBN 277861
GALUPPO & BLAKE

A Professional Law Corporation
2792 Gateway Road, Suite 102
Carlsbad, California 92009

Phone: (760) 431-4575

Fax: (760)431-4579

Attorneys for Defendant Ninus Malan

SUPERIOR COURT OF CALIFORNIA, COUNTY OF SAN DIEGO

CENTRAL DIVISION

SALAM RAZUKI, an individual,
Plaintiff,

VS.

NINUS MALAN, an individual; MONARCH
MANAGEMENT CONSULTING, INC,, a
California corporation; SAN DIEGO
UNITED HOLDING GROUP, LLC, a
California limited liability company; MIRA
ESTE PROPERTIES, 1.LC, a California
limited liability company; ROSELLE
PROPERTIES, LLC, a California limited
liability company; and DOES 1-100,
inclusive,

Defendants.

AND ALL RELATED CROSS-ACTIONS

Case No.: 37-2018-00034229-CU-BC-CTL

PROOF OF SERVICE

1 am employed in San Diego County. Iam over the age of 18 and not a patty to this
action. My business address is 2792 Gateway Road, Suite 102, Carlsbad, California 92009.

PROOF OF SERVICE
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Executed on October30,.2018:at Cs

disbad, Cilifornia

PROOFOF SERVICE
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ATTORNEY FOR (neme): Defs. Chris Hakim, Roselle Properties LLC, era Este Properhes LLC

- STREET ADDRESS: 330 W. Broadway

| MAILING ADDRESS: 330 W. Broadway . . ‘ - - o ‘

Y AND 2P CODE: San Diego, CA 92101 . - _ A, LUNA
BRANCH NAME: Central Division’ (Hall of Justice) : 1

'PLAINTIFF/PETITIONER: SALAM RAZUKI .
DEFENDANTIRESPONDENT NINUS MALAN ETAL.

ATTORNEY-OR PARTY vwmoirr-mqm&\«:_ .+ . -STATEBARNO. SBN68944 FOR COURTUSEONLY
name:Charles F. Goria, Esq. - . I ' -

FIRM NAME: Goria, Weber & Jarv:s i

STREET ADDRESS: 1011 Camino del Rio South Suite 210

citv:San Diego STATE:CA 2P CODE: 92108

TELEPHONE NO-:610-692-3555 -  eaxmos 619—296-5508 ' ' E LOED
EMalL ADDRESS: chasgoria@gmail.com : Glork of the Superior Court

SUPERIOR COURT OF CALIFORNIA, COUN'I'YOFSan Dbgo A o ) L LU‘V @ 2 26‘33

— NOTICE OF APPEAL |z| CROSS-APPEAL ~ . | cAsenuween

(UNLIHITED CIV||_ CASE) ' 7—2010-00034229-CU=BC-0TL

A copy of this form must also be served on the other party or parties to this appeal. You may use an

) Notice. Please read lnformatlon on Appeal Procedums for Unlimited crvrl Czses (Judiclal Council form
APP-001) before completing this form. This form must be filed In the superior court, not in the- Court of Appeal

appllcable Judicial Council form (such as APP-009 or APP-008E) for the proof of service. When this document
has been. commewd and a copy semd, the odglnal may then be: ﬂled wlth the court vilth proof of servlce.

1. NOTICE IS HEREBY GIVEN that (name) Chns Hakim. Rosdle-Proverties LLC Mira Este Prooerties LLC
- appeds from the following judgment or order in; thls oase, which was entered on (date) Seohember 26. 2018
[} dudgment after jury trial - : : .
o ‘[::I Judgment after eourt tnal
‘ [::]Defadtjudgment . ﬁ s -

P | Judgment after aﬁ order granﬂng a. summary judgment monon
. [:] Judgment of dnsmnssal under Code of Civil Procedure, §§ 5814, 583. 250 583 360 or 583 430
o [::] Judgment of dismissal after an order sustaining & demurrer :

: 'l:] An order aner judgment under code of Civit Prooedure, § 904 1(a)(d)

xJ An order or judgment under Code of Cvil Procedure § 904 1(3)(3)—(1 3)
‘ [:] Other (descnbe and spearfycode sewon ﬂrat authoﬁzes thrs appeal)

2. For cross-appeals only : : : .
©a Date nohce of appeal was ﬁled in: original appeal October 30. 2018

" b Date supenor colrt clerk mailed notice of. original appeal
e Court of Appeal case number mraown) :

’ Date November 2. 2018

ChadesF. Goria© .. T o S
ST (YPEORPRINTIAME) - - . PARTY ORATTORNEY)
) K - i : : . . [ Pagetoft
-, Cel. Rulos of Cour, nie 8.100
wwmwgmw NOTICE OF APPEALICROSS-APPEAL (uuurrrrEo cr\m. CASE) I bt

| APPOOZ [Rev. Jonuary1, 2017 - . o . (Appellaﬁe)

For your, proteolion and privacy ploan press the Clear -
“This Form ‘button aﬂeryou have printed theform.

CAEI 0020




10

.11

12

13

14

15
16
17
18
19
20
21
22
23
24
25
26
27

' Charles F. Goria, Esq. (SBN68944)

GORIA, WEBER & JARVIS
1011 Camino del Rio South, Suite 210
San Diego, CA 92108 _ F oLk
Tel.: (619) 692-3555 : Clerk of the Superior Goyrt
Fax: (619)296-5508 By

19 LoV 02 2018
Attorneys for Defendants o
Chris Hakim, Mira Este Properties, LLC A. LUNA

Monarch Management Consulting, Inc.
Roselle Properties, LLC

SUPERIOR COURT OF THE STATE OF CALIFORNIA

COUNTY OF SAN DIEGO, CENTRAL DIVISION

SALAM RAZUKI, an individual Case No.: 37-2018-00034229-CU-BC-CTL

Plaintiff,
(Unlimited Civil Action)

v PROOF OF SERVICE

NINUS MALAN, an individual; CHRIS
HAKIM, an individual; MONARCH
MANAGEMENT CONSULTING, INC.,
California corporation; SAN DIEGO
UNITED HOLDINGS -GROUP, LLC, a
California limited liability company; FLIP
MANAGEMENT, LLC, a California limited
- liability company; ESTE o
PROPERTIES LLC, a California limited
liability company; ROSELLE PROPERTIES,
L1.C, a California limited liability company;
BALBOA AVE COOPERATIVE, a
California nonprofit mutual benefit
corporation; CALIFORNIA CANNABIS
GROUP, a Cal-ifomia,nonproﬁt’mutual
benefit corporation; DEVILISH DELIGHTS, '
INC. a California nonprofit mutual benefit
corporation; and DOES 1-100, inclusive;

Dept.: C-67
T/C Judge:  Hon. Eddie C. Sturgeon

Complaint Filed: July 10,2018
Trial Date: ~ Not Set

IMAGED FILE

Defendants.

I, Charles F. Goria, declare that: Iam, and was at the time of service of the papers herein

.1

Llakim.Proof of Service SDSC Case No. 37-2018-00034229-CU-BC-CTL
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I served the following document(s):

e Notice of Cross-Appeal

on the following addressees:

referred to, over the age of eighteen years, not a party to this action, and am employed in the County
of San Diego, California, in which County the within mentioned mailing occurred. My business
address is 1011 Camino del Rio South, Suite 210, San Diego, California 92108.

Steven A. Elia, Esq. (steve@elialaw.com)
Maura Griffin, Esq. (ma elialaw.com
James Joseph, Esq. (james@elialaw.com)
Law Offices of Steven Elia

2221 Camino del Rio S., #207

San Diego, CA 92108

Tel. (619) 444-2244

Fax (619) 440-2233

Attorneys for Plaintiff

Robert Fuller, Esq.
(rﬁﬂlerAnelsonhardiman.com)

Salvatore J. Zimmitt, Esq. :
(szimmitt@nelsonhardiman.com

Nelson Hardiman LLP

11835 West Olympic Blvd., Suite 900

Los Angeles, CA 90064

Tel. (310) 203-2807

Fax (310) 203-2727

Attorneys for SoCal Building Ventures LLC

Gina M. Austin, Esq.
austin@austinlegalgroup.com
Tamara M. Leetham, Esq.
(tamara@austinlegalgroup.com)
Austin legal Group =
3990-0ld Town Avenue, Suite A-112
‘San Diego, CA92110
Tel. (619) 924-9600
Fax. (619) 881-0045
Attorneys for Defendants Ninus Malan et al.

Richardson C. Griswold, Esq.

(rgriswold@gri sw‘oldlawsandiego_.com)‘
Griswold Law

444 S. Cedros Avenue, Suite 250

Solana Beach, CA 92075
Tel. (858)481-1300

Fax. (888)624-9177

Attorney for Receiver Michael Essary

Daniel Watts, Esq.
dwatts@galuppolaw.com

Lou Galuppo, Esq.
lgaluppo@galuppolaw.com
Galuppo & Blake -

2792 Gateway Road, Suite 102
Carlsbad, CA 92009

Tel.No. 760-431-4575 -

Fax No. 760-431-4579

Attorneys for Defendants Ninus Malan et al.

XX  (VIA ELECTRONIC FILING SERVICE) Complying with Code of Civil
Procedure section 1010.6, my electronic business address is chasgoria@gmail.com and I caused such
document(s) to be electronically served through the e-service system of One Legal for the above
entitled case to those parties on the Service List maintained on its website for this case on November
2,2018. The file transmission was reported as complete and a copy-of the Filing/Service Receipt
will be maintained with the original document(s) in our office. '

kaﬁm.ﬁoof of Service
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XX (BY MAIL) by placing a copy thereof in a separate envelope for each said addressee,
addressed to each such addressee at the address indicated above. Ithen sealed each envelope, and
with the postage thereon fully prepaid, deposited each in the United States Mail at San Diego
County, California, on November 2, 2018. :

I declare under penalty of perjury that the foregoing is true and correct. Executed on

November 2, 2018 at San Diego County, California. _ 77

‘CHARLES F. GORIA

Hakim.Proof of Service SDSC Case No. 37-_2018-00034229-CU-BC-CTL
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ELECTRONICALLY FILED
Buperior Court of California,,
County of 5an Diegoe

08/28/2018 =t 12:53.00 P
Clerk of the Superior Court
By Ines Quirarte Deputy Clerk

SUPERIOR COURT OF CALIFORNIA
FOR THE COUNTY OF SAN DIEGO
A

SALAM RAZUK], an individual,
Plaintiff, -
V.

NINUS MALAN, an individual; CHRIS
HAKIM, an individual; MONARCH
MANAGEMENT CONSULTING, INC. a
California corporation; SAN DIEGO UNITED
HOLDING GROUP, LLC, a California limited
liability company; FLIP MANAGEMENT,
LLC, a California limited liability company,
MIRA ESTE PROPERTIES, LLC, a California
limited liability company; ROSELLE
PROPERTIES, LLC, , a California limited
liability company; BALBOA AVE
COOPERATIVE, a California nonprofit mutual
benefit corporation; CALIFORNIA CANNABIS
GROUP, a California nonprofit mutual benefit
corporation; DEVILISH DELIGHTS, INC., a
California nonprofit mutual benefit corporation;
and DOES 1-100, inclusive,

Defendants.

CASE NO.: 37-2018-00034229-CU-BC-CTL

[PROPOSED] ORDER APPOINTING
RECEIVER

Hon. Eddie C. Sturgeon
C-67

August 20, 2018

2:00 p.m.

Judge:
Dept:
Date:
Time:

This matter came on for hearing on August 20, 2018 at 2:00 p.m. in Department C-67, the

Honorable Judge Eddie C. Sturgeon, presiding. Upon reviewing the papers and records filed in this

matter and taking into account argument by counsel at the hearing, and good cause appeating,

-1-
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NOW THEREFORE, IT IS HEREBY ORDERED, ADJUDGED AND DECREED:
L. Michael W. Essary is heréby appointed as Receiver in this maltter and shall

immediately take control and possession of the following business entities: |

a. San Diego United Holdings Group, LLC;

b. Mira Este Properties, LLC;

c. Balboa Ave Cooperative;

d. California Cannabis Group;

- e. Devilish Delights, Inc.;
f. Flip Management, LLC.

Collectively, these business entities will be referred to as the “Marijuana Operations.”

2. Receiver has already filed his Oath of Receiver and proof of Receiver’s Bond, in the
previously-ordered amount of $10,000, with the Court.

3. Defendant Roselle Properties, LLC énd the property located at 10685 Roselle Street,
San Diego, California 92121 (“Roselle Property”) will not be under the Receiver’s control at this
time. Defendant Roselle Properties, LLC and Defendant Chris Hakim are prohibited from
transferring or selling any portion of the Roselle Property until further order of this Court.

4, Receiver shall maintain and oversee the current‘ management agreement in place with
Far West Management, LLC for the marijuana dispensary operations at the property located at 8861
Balboa Avenue, Suite B, San Diego, California 92123 and 8863 Balboa Avenue, Suite E, San Diego,
California 92123 (“Balboa Ave Dispensary”). The Court permits Receiver to pay the management
fee and/or minimum guarantee payments, according to the management agreement, if funds are
available.

5. Receiver shall maintain and oversee the current management agreement in place with
Synergy Management Partners, LLC for the production facility operations at the property located at
9212 Mira Este Court, San Diego, California 92126 (“Mira Este Property”). The Court permits
Receiver to pay the management fee and/or minimum guarantee payments, according to. the

management agreement, if funds are available.

2-
[BROPOSED] ORDER APPOINTING RECEIVER
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6. Plaintiff-In-Intervention SoCal Building Ventures, LLC’s Management Service and
Option Agreement for the managefnent of the Balboa Ave Cooperative is stayed until further order
of this Court. Plaintiff-In-Intervention SoCal Building Ventures, LLC’s Management Service and
Option Agreement for the management of the production facility at the Mira Este Property is stayed
until further order of this Court. Plaintiff-In-Intervention SoCal Building Ventures, LLC’s
Management Service and Option Agreement for the management of the Roselle Property is stayed
until further order of this Court. \

7. Receiver shall interview and consider retaining Certified Public Accountant Justus
Henkus IV to provide accounting services for the Marijuana Operations, specifically including the
active operations at the Balboa Ave Dispensary and the Mira Este Property. In the event Receiver
decides against retaining Mr. Henkus, Receiver shall retain Brian Brinig of Brinig Taylor Zimmer,
Inc. to provide accounting services for the Balboa Ave Dispensary and the Mira Este Property.

8. From the proceeds that shall come into Receiver’s possession from the Balboa Ave
Dispensary, Re‘ceiver shall apply and disburse said monies in the following general order, subject to
Receiver’s discretion:

a. To pay the expenses and charges of Receiver, and his counsel Richardson
Griswold of Griswold Law, APC, in the carrying out of Receiver;s Court-ordered
duties and obligations;

b. Topay all expenses reasonably necessary or incidental to the continued operation,
care, preservation and maintenance of the Balboa Ave Dispensary to maintain the
status quon; ‘ 7 -

c. To pay all installments of principal aind interest presently due or to become due
pursuant to notes securéd against the Balboa Ave Dispensary propetty.

9. From the proceeds that shall come into Receiver’s possession from the Mira Este
Property, Receiver shall apply and disburse said monies in the following general order, subject to

Receiver’s discretion:

3.
[PROPOSED] ORDER APPOINTING RECEIVER
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Ava. To pay the expenses and charges of Receiver, and his counsel Richardson
Griswold of Griswold Law, APC, in the carrying out of Receiver’s Court-ordered
duties and obligations;

b. To pay all expenses reasonably necessary or incidental to the continued operation,
care, preservation and maintenance of the Mira Este Property to maintain the
status quo;

¢. To pay all instailments of principal and interest presently due or to become due
pursuant to notes secured against the Mira Este Property.

10.  Receiver shall hold all proceeds derived from the Marijuana Operations, less all costs,
expenses and payments outlined above. |

11.  To the greatest extent reasonably possible, Receiver shall ensure the Marijuana
Operations remain operating at status quo until the hearing in this matter on September 7, 2018. All
parties to this matter shall cooperate with Receivér and keep the Receiver informed regarding all
updates, statuses, notices or otherwise regarding the Marijuana Operations. |

12.  'Receiver shall take possession of all funds held for or arising out of the real property
owned by any of the Marijuana Operations, the operation of the Marijuana Operations, and/or on
deposit in any and all bank aﬁd savings demand deposit accounts, including without limitation,
money on deposit at any bank, or located elsewhere, certificates of deposit, warrants, Letter(s) of
Credit, drafts, notes, deeds of trust and other negotiable instruments, choses in action, chattel paper,
accounts receivable, collateral of any kind and otherwise, in the name of, or held for the benefit of
the Marijuana Operations. All of the foregoing shall include, without limitation, such accounts
and/br instruments held in the name of the Marijuana Operations for which any director, officer or
employee of the Marijuana Operations is a signatory or authorized agent of the Marijuana
Operations, ndfwithstanding the actual name under which the account or instrument is held. The
Receiver shall exercise full control over said assets and Receiver shall have the right to assume any

existing accounts.

4-
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13.  Each and every banking, savings and thrift institution having funds on deposit for, or
held for the benefit of the Marijuana Operations, shall deliver all of such funds and accrued interest,
if any, and all certificates and/or books, statements and records of account representing said funds,
directly to the Receiver without further inquiry or impediment to the exercise of the powers of the
Receiver herein. Receiver shall establish new bank accounts and transfer existing Marijuana
Operations account funds from their current account locations into the new bank accounts
established by Receiver. Receiver is empowered to establish such accounts as he may deem
necessary at such federally insured bank(s) as he may determine appropriate. Specifically, Receiver
shall open and maintain one bank account for the operations at the Balboa Ave Dispensary and shall
open and maintain one bank account for the operations at the Mira Este Property. |

14.  All rents, issues and profits that may accrue from the Marijuana Operations,
Marijuana Operations Property, or any part thereof, or which may be received or receivable from
any hiring, operating, letting, leasing, sub-hiring, using, subletting, subleasing, renting thereof shall
be subject to this Order and controlled by the Receiver. Rents, issues and profits shall include,
without limitation, gross receipts from business operations, all rental proceeds of the Marijuana
Operations’ premises, if any, discounts and rebates of every kind, ahy right arising from the
operation of the Marijuana Operations and/or Marijuana Operations Property and payment for
storage, product development and preparation of any kind, equipment rental, delivery, commercial
rental of any Marijuana Operations Property and any other service or rental rendered, whether or not
yet earned by performance indluding, but not limited to, accounts arising from the operations of the
Marijﬁana Operations Property, rent, security and advance deposits for use and/or hiring, in any
manner, of the Marijuana Operations, and to payment(s) from any consumer, credit/charge card
organization or entity (hereinafter collectively called “Rents and Profits”).

15.  Receiver is empowered to execute and prepare all documents and to perform all
necessary acts, whether in the name of the Marijuana Operations, named parties in this matter and/or
directors, officers, or members of the Marijuana Operations or in the Receiver’s own name, that are

necessary and incidental to demanding, collecting and receiving said money, obligations, funds,

-5-
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licenses, Rents and Profits and payments due the Marijuana Operations and/or named patties in this
matter and subject to enforcement under this Order.

16.  Receiver is authorized to endorse and deposit into his receiver account(s) all of said
funds, cash, checks, warrants, drafts and other instruments of payment payable to the Marijuana
Operations, named parties in this matter and/or the agents of the Marijuané Operations as such
payments relate to the Marijuana Operations.

17.  Plaintiff, Plaintiff-In-Intervention, Defendants, and members of the Marijuana
Operations and their servants, agents, attorneys, accountants, employées, successors-in-interest and
assigns, and all other persons acting under and/or in concert with any of them shall provide, turn
over and deliver to the Receiver within forty-eight (48) hours of entry of this Order any and all
instruments, profit and loss statements, income and expense statements, documents, ledgers, receipts
and disbursements journals, books and records of accounts, including canceled checks and bank
statements, for all Marijuana Operations and Marijuana Operations Property, including electronic
records consisting of hard and floppy disks, checking and savings records, cash register tapes and
sales slips and all check book disbursement registers and memoranda and savings passbooks. |

18. Plaintiff, Plaintiff-In-Intervention, Defendants, and/or any of thé directors, officers,
members of the Marijuana Operations shall notify the Receiver forthwith whether there is sufficient
insurance coverage in force on the Marijuana Operations Property, including the Marijuana
Operations premises, if any. Said persons shall inform the Receiver of the name, address and
telephone number of all insurancé agents and shall be responsible for and are ordered to cause the
Receiver to be named as an additional insured on such policy(ies) of liability, casualty, property loss
and Worker’s Compensation for the period the Receiver shall be in possession of the Marijuana
Operations and the Marijuana Operations Property, if any such insurance exists.

19.  If there is insufficient or no insurance, the Receiver shall have thirty (30) business
days from entry of this Order within which to procure such insurance, if possible, provided he has
funds from the business to do so. Duiing this “procurement” period, the Receiver shall not be

personally liable for any and all claims arising from business operations nor for the procurement of

-6-
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said insurance. The cost thereof shall be payable by and become an obligation of the receivership,
and not at the personal expense of the Receiver. If there is insufficient operating revenue to pay for
such insurance, the Receiver shall apply to the Court for instructions.

20, Plaintiff, Plaintiff-In-Intervention, Defendants, and their- respective agents,
employees, servants, representatives, and all other persons and entities acting in concert with them
or under their direction or control, or any of them, shall be, and hereby are, enj oined and restrained
from engaging in or performing, directly or indirectly, any of the following acts:

a) Expending, disbursing, transferring, éssigning, selling, conveying, devising,
pledging, mortgaging, creating a security interest in, encumbering, concealing, or in any manner
whatsoever disposing of the whole or any part of the Marijuana Operations or Marijuana Operations
Property, without the written consent of the Receiver first obtained;

b) Doing any act which will, or which will tend to impair, defeat, divert, prevent
or prejudice the preservation of the proceeds of the Marijuana Operations or the receivership’s

interest in the subject Marijuana Operations Property in whatever form the interest is held or used;

and,

c) Destroying, concealing, transferring, or failing to preserve any document
which evidences, reflects or pertains to any aspect of the Marijuana Operations or Marijuana
Operations Property.

21.  Receiver is authorized to make entry onto any and all business premises utilized by
the Marijuana Operations and/or the Marijuana Operations Property. _

22.  This Court will hold a hearing regarding an Order To Show Cause why the
Appoi'ntment'of Receiver should not be confirmed and an Order To Show Cause why a preliminary
injunction should not be granted on September 7, 2018 at 1:30 p.m. in Department C-67 before the
Honorable Judge Eddie C. Sturgeon, presiding. |

23.  The parties, if they choose to, are required to file and serve additional briefing,
including briefing on the amount required for Plaintiff’s bond in the event this Court grants a

preliminary injunction, on or before September 4, 2018.

-
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24,
25.

Receiver shall file and serve his Receiver’s Report on or before September 5, 2018.

Additional Orders:

Dated:

IT IS SO ORDERED.

August 28 ,2018

-8-

5 Judge Eddie C Sturgeon

Judge of the Superior Court

[PROPOSEDR] ORDER APPOINTING RECEIVER

CAEI 0032




[Ire

VoS- SN, B RS I T ™

NNvNNNNNNNHwar—*HHHH»—A
oo\loxm-b-wt\)s-—oxooo\lc\m-bwmwo

PROOF OF SERVICE

Salam Razuki v. Ninus Malan, et al.
San Diego County Superior Court Case No. 37-2018-00034229-CU-BC-CTL

I am employed in the County of San Diego, State of California. I am over the age of 18 and
am not a party to the within action. Iam employed by Griswold Law, APC and my business address
is 444 S. Cedros Avenue, Suite 250, Solana Beach, California 92075.

On August 28, 2018, 1 served the documents described as NOTICE OF ENTRY OF
ORDER on each interested party, as follows:

SEE ATTACHED SERVICE LIST

__(VIA MAIL) I placed a true and correct copy(ies) of the foregoing document in a sealed
envelope(s) addressed to each interested party as set forth above. I caused each such envelope, with
postage thereon fully prepaid, to be deposited with the United States Postal Service. I am readily
familiar with the firm’s practice for collection and processing of correspondence for mailing with the
United States Postal Service. Under that practice, the correspondence would be deposited with the
United States Postal Service on that same day with postage thereon fully prepaid in the ordinary
course of business.

__ (VIA OVERNIGHT DELIVERY) I enclosed the documents in an envelope or package provided
by an overnight delivery carrier and addressed to each interested party. I placed the envelope or
package for collection and overnight delivery in the overnight delivery carrier depository at Solana
Beach, California to ensure next day delivery.

X_ (VIA ELECTRONIC MAIL) I caused true and correct copy(ies) of the foregoing document(s)
to be transmitted via One Legal e-service to each interested party at the electronic service addresses
listed on the attached service list.

__ (BY FACSIMILE) I transmitted a true and correct copy(ies) of the foregoing documents via

facsimile.

1 declare under penalty of perjury under the laws of the State of California that the foregoing
is true and correct. Executed on August 28, 2018, in Solana Beach, California.

ookl

Katie Westendorf

-1-
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SERVICE LIST

Counsel for Plaintiff Salam Razuki

Steven A. Elia, Esq.

Maura Griffin, Esq.

LAW OFFICES OF STEVEN A. ELIA, APC

2221 Camino Del Rio South, Suite 207

San Diego, CA 92108

Email; steve@elialaw.com; MG@mauragriffinlaw.com

Counsel for Defendant Ninus Malan

Steven Blake, Esq.

Daniel Watts, Esq.

GALUPPO & BLAKE, APLC

2792 Gateway Road, Suite 102

Carlsbad, CA 92009

Email: sblake@galuppolaw.com; dwatts@galuppolaw.com

Gina M. Austin, Esq.

Tamara M. Leetham, Esq.

AUSTIN LEGAL GROUP, APC

3990 Old Town Avenue, Suite A-112

San Diego, CA 92110

Email: gaustin@austinlegalgroup.com; tamara@austinlegalgroup.com

Counsel for Defendant Chris Hakim
Chatrles F. Goria, Esq.

GORIA, WEBER & JARVIS

1011 Camino del Rio South, #210
San Diego, CA 92108

Email: chasgoria@gmail.com

Counsel for SoCal Building Ventures, LLC

Robert Fuller, Esq.

Salvatore Zimmitti, Esq.

NELSON HARDIMAN LLP

1100 Glendon Avenue, Suite 1400

Los Angeles, CA 90024

Email: rfuller@nelsonhardiman.com; szimmitti@nelsonhardiman.com

-
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TO: ALL PARTIES AND THEIR ATTORNEYS OF RECORD HEREIN:

PLEASE TAKE NOTICE that on December 14, 2018, at 1:30 PM, or as soon thereafter
as the matter can be heard in Department C-67 of the Superior Court in and for the County of
San Diego, Central Division, located at 330 West Broadway, San Diego, California, 92101,
defendants CHRIS HAKIM, MIRA ESTE PROPERTIES LLC, and ROSELLE
PROPERTIES LLC (“Moving Defendants”) will and dec hereby move
the Court for an order setting the amount of bond pursu;mt to Code of Civil
Procedure Section 917.5 on the appeal of this Court's Order of September 26, 2018 appointing a
receiver.

" This motion is brought on the grounds that a Notice of Cross-Appeal of said September -
26, 2018 order has been filed by Moving Defendants, and good cause exists for the setting of the
amount'_of the appeal bond in that Moving Defendants are entitled to post a bond to vacate the
appointment of the receiver during the pendency of the appeal and so that the rights of the parties

and the receiver can be settled during the pendency of the appeal.

This motion is based upoﬁ this notice, the accompanying cieclaration of Chris Hakim, the
fdlloWing declaration of Charles F. Goria, the following points‘ and authorities, on the pleadings,
recbrds and documehts on file with the Court herein, and on such other documents and evidence
submitted hereafter and prior to the hearing, including any reply papers.

This court issues tentative rulings in conformance with the tentative ruling procedures set
forth in the California Rules of Court. Counsel may obtain tentative rulings by calling (619)
450-7381 after 4:00 p.m. on the day immediately preceding the noticed hearing date. The
tentative rulings are also available on the internet at: www.sdeourt.ca.gov. If neither party

2
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appears on the date and at the time noticed for the hearing; the tentative ruling will be adopfed as
the final ruling of the Court. Parties wishing to argue before the Court must appear on the date
and at the time noticed for the hearing. Failure to file timely motion and/or opposition papers

may constitute a waiver of the right to orally argue.

1 }/
Dated: / 7/ g Goria, Weber & Jarvis

ity D

Charles F. Goria, Esq.
Attorneys for Moving Defendants

DECLARATION OF CHARLES F. GORIA

1, Charles F. Goria, declare:

L “Iaman attorney at law duly licensed to practice before the courts of the State of
California and am a partner in the law firm of Goria, Weber & Jarvis, retained by Moving
Defendants Chris Hakim, Mira Este Properties LL.C, and Roselle Properties LLC to represent
them in the above entitled action.

2. On or about Tuesday, October 30, 2018, I received a Notice of Appeal of the
September 26, 2018 Order Appointing Receiver filed by defendants Ninus Malan, San Diego
United Holdings Group, LLC, Flip Management, LLC, California Cannabis Group, Balboa Ave
Cooperative, and Devilish Delights, Inc. A true and correct copy of said Notice of Appeal is
attached hereto as Exhibit 1 and, by this reference, made a part hereof.

3. On or about November 2, 2018, I filed a Notice of Cross-Appeal relative to said
September 26, 2018 Order appointiné Receiver. A true and correct copy of said Notice of Cross-

Appeal is attached hereto as Exhibit 2 and, by this reference, made a part hereof.

3
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I declare under penalty of perjury under the laws of the State of California that the

foregoing is true and correct and that this declaration was e_xecutéd at San Diego County,

California, this /__ 7day of November 2018.
Charles F. Gt

POINTS AND AUTHORITIES .

1. INTRODUCTION

The court's re-appointment of the receiver at the ex parte hearing on August 20,
2018, has had dire consequences for the cﬁ:mab’i’s manufacturing and production facility at
9212 Mira Este, San Diego, California ("Mira Este Facility" or "Facility"). As made clear‘
by the Receiver’s Amended Second Report, the Facility has operated at a substantial loss
since at least July 2018. It will continue to do so because the Facility has been unable to

license or subcontract out its ample warehouse space to other manufacturers _or

producers because of the very existence of the receivership at the Facility.

Because the Facility will continue to operate at a loss due to the existence of the
receivership, Plaintiff will suffer no damage whatsoever from the removal of the
receiver during the pendency of the appeal. Therefore, the amount of the bond — which
must be predicated on thé likely damages that will be suffered from the removal of the
receiver — should be minimal. Moving Defendants request that the minimal bond in the
amount of $10,000 be set, because it cannot be established that plaintiff will suffer any

gl:eater damages due to the removal of the receiver. Indeed, an amount in excess of

Hakim.Motion.Set.Bond ' SDSC Case No. 37-2018-34229-CU-BC-CTL
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$10,000, given the peculiar'circumsfances of this case, would be nothing more than
punitive.

A brief review of the pertinent background matters in this litigation, with particular
attention to the events happening since the appointment of the receiver on or about August
20, 2018, shows the following:

1. MEP acquired the property and improvements commonly described as 9212
Mira Este Court, San Diego, California ("Mira Este Property”) in August 2016 for the
purchase price of approximately $2,625,000.00. The purchase price consisted of a down
payment of approximately $637,500.00, and a new loan in the approximate amount of
$1,987,500.00. Chris Hakim ("Hakim"), one of the owners of MEP and the managing
member of MEP, paid from his own personal funds the amount of $420,000.00 towards
the down payment of $637,500.00. Plaintiff Salam Razuki and Defendant Ninﬁs Maian
paid the rest of the down payment. -

2. . The operating agreement of MEP provided that Hakim would receive one-half
of the profits, and the other one half woulci be distributed to Malan. Plaintiff has neveér

made any claim or contention that Hakim was not entitled to one-half of the net profits of

| the Mira Este Facility. When the Mira Este Property was acquired, Plaintiff did not want to

be part of the management or operation of Mira Este, but only wanted tﬁ share in the profits
that Malan was to receive pursuant to an alleged agreement that he had with Malan. The
Razuki-Malan agreement claimed by Razuki was in the form of an agreement creating a
holding company, RM Holdings, for'. properties and cher assets owned by Malan and

Razuki.  The RM Holdings agreement provided that Razuki was to receive three-fourths of

Hakim.Motion.Set.Bond SDSC Case No. 37-2018-34229-CU-BC-CTL
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the one-half of any net profits received by Malan from.MEP, and Malan was to receive the
other one-fourth of the one-half distributed to him by MEP, Hakim had no involvement with
RM Holdings.

3. Malan is the sole record owner of the Balboa Dispensary, subject to Plaintiff’s
similar claim pursuant to the RM Holdings agreement. The rGCeiy;:r presently oversees both
the Balboa Dispensary and the Mira Este Facility. Hakim has never had any ownership
interest in the Balboa Dispensary. In that regard, the Balboa Dispensary is a completely
different business operation and consists of a retail facility that sells cannabis products to the
public. By contrast, the Mira Este Facility is a manufacturing and production facility that

does not sell to the public. The business model of MEP is therefore completely separate and

different from that of the Balboa dispensary.

4. As MEP's managing member, Hakim negotiated the management agreement
between MEP and SoCal. In or about May 2018, however, SoCal stopped making its
required payments under its management égreement ‘with MEP. As a result of that as well
as other defaults and breaches, SoCal was terminated in July 2018.

5. In early August 2018 (before the receivership was put in place at the Facility),
Hakim on behalf of MEP and Jerry Baca ("Baca") on behalf of Synergy Management
Partners, LLC (“Synergy”) agreed to a management agreement wher?by Synergy would
manage the Facility. Almost immediately, and in sharp contrast to SoCal, Synergy opened
the Facility and contracted with a sub licensee, Edipure, for its ﬁse of the Facility. As soon
as the sub license agreement with Edipure was made, Edipure invested between $50,000 and

$100,000 in equipping its space at the Mira Este Facility. Under its sub license agreement,
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Edipure is paying $30,000 per month or 10% of its revenues, whichever is greater for its use

of the Facility. Since it had initial sales or "pre-orders" of $200,000, Edipure is obligated to

pay the sum of $30,000 for its first month of occupancy. Also, the license agreement

entitles Edipure to occupy approximately 4000 square feet of space at the Mira Este Facility.
It also __speciﬁes that the Fgcility will provide -security,_stafﬁng, testing, and other overhead.
The license agreement with Edipure was entered into before the current appointment
of the receiver was made on or about August 20, 2018.

6. Over the years, both Baca and Hakim have de\;eloped a number of contacts
among producers and manufacturers in the cannabis industry. In addition to Edipure, they
also had a number of other contacts who communicated -a strong interest in locating their
production and manufacturing activities at the Mira Este Facility. Many of thése producers
and manufacturers were very close to reaching an agrecment for a sub license agreement
with MEP similar to Edipure's sub license agreement before the receiver was appointed on
August 20, 2018. As a result of the appointment of the receiver on August 20, 2018, not
one of these producers s’i;_id manufacturers._with whom Baca_and_Hakim were
negotiating continued negotiations.

7. Because there is only one sub licensee at the Mira Este Property, Edipure, the
operation of the Facility cannot be sustained for very long. The debt service and overhead
of the Mira Este Facility cannot be maintained if the receiver remains in place, since no sub
licensees will commit fo locating at the Facility with a receiver involved in any way. Debt
service on the loans en_cumbering the Mira Este properlj/ are approximately $25,000 per

month. There is also additional and extensive overhead for the Mira Este Property beyond
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debt service. Overhead expenses include staffing, security, and services that are required to
be provided to sub licensees regardless of the number of sub licensees at the Facility.

If the receiver is left in place during the pendency of this action, all indications
suggest that the facility will continue to operate at a loss. Therefore, the removal of the
receiver will not result in any damage or loss of profits to plaintiff even if plaintiff is able to
prevail on his claim. Since the court is obliged to fix the amount of the bond based on the
probable damage to be suffered if the receiver is removed, the amount of the bond in this
casé should be minimal. There simply will be no probable damage suffered by plaintiff if
the receiver is removed, since the facility is operating at a substantial loss at this time while
the receiver is in place.

2. SINCE THE MIRA ESTE FACILITY HAS BEEN LOSING
SUBSTANTIAL MONIES UNDER THE RECEIVERSHIP AND PLAINTIFF WILL NOT
BE PREJUDICED OR DAMAGED BY HAVING THE RECEIVER REMOVED, THE
COURT SHOULD REQUIRE ONLY THE MINIMUM BOND AMOUNT OF $10,000;
THE COURT SHOULD ALSO FOCUS ONLY ON THE MIRA ESTE FACILITY IN
SETTING THE BOND AND NOT CONSIDER THE BALBOA FACILTY, SINCE
THERE ARE DIFFERENT OWNERS AND DIFFERENT BUSINESSES INVOLVED IN
THE TWO LOCATIONS. '

Under Code of Civil Procedure section 917.5, the court is empowered to set the amount

of bond on appeal of an order appointing a receiver. The fixing of the amount of the bond may be

undertaken on ex parte application. (See, e.g., McClintock v. Powley, 210 Cal. 333, 337: "An
order fixing the amount of a stay bond may be made ex parte.").

Significantly, where a receiver is appointed over more than one property or more than
one business, and where there are multiple defendants appealing from the order, the court should

set bond amounts for each appealing party. Stated otherwise, where two defendants file separate
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notices of appeal from an order appointing a receiver, and only one of said defendants files a stay
bond, said bond does not stay the order appointing the receiver and suspend his powers in so far
as the property of the other defendant is concerned. This particular point was addressed by the

Fourth District Court of Appeal in Highland Sec. Co.v. Superior Court of Orange County. 119

Cal. App. 107, 111-112.  In that case, as in the present case, there were two separate businesses

run by two separate defendants, all of which were in the hands of a receiver. Asin this case, both
defendants appealed the order appointing the receiver but only one of said defendants filed a stay
bond. The court discussed whether or not the receiver's powers over one business was stayed by
the other business posting a bond, as follows:

"The fitst question presenting itself is whether or not the supersedeas bond of the
People's Finance and Thrift Company stayed the order appointing the receiver and
suspended his powers in so far as the property of the Highland Securities Company was
concerned. This company having failed to file any bond on appeal, the following
authorities require us to answer this question in the negative: Zane v. de Onativia, 135
Cal. 440 [67 P. 685]; Halsted v. First Sav. Bank, 173 Cal. 605 [160 P. 1075]; Bolles v.
Hilton & Paley, 101 Cal. App. 92 [281 P. 73]. As we have remarked before, we cannot
determine what portion, if any, of the assets in the hands of the receiver belonged to the
Hightand Securities Company and what portion belonged to the People's Finance and
Thrift Company, Even though we should agree with the contention of the People's
Finance and Thrift Company that their stay bond on appeal suspended.the jurisdiction of
the court over the receivership proceedings against this corporation, we would be unable
to determine what portion of the assets formerly held by the receiver belonged to this
corporation to be returned, and what portion, if any, belonged to the Highland Securities
Company to be retained by the receiver." ‘

In the present case, Moving Defendants are appealing from the order in so far as it
estabiished the receivership over the Mira Este Facility. Once Moving Defendants post the stay
bond, then the jurisdiction of the ;:ourt over the receivership 'pméeedings against Moving
Defendants is stayed. Sipcc the Mira Este Facility is a separate business with separate

ownership from that of the Balboa Dispensary, and since the Mira Este Facility is owned
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exclusively by Moving Defendant Mira Este Properties LLC, the bond amount should be fixed
only with reference to the Mira Este Facility. Whether or not a bond is posted relative to the
Balboa Dispensary should not be considered by the court in fixing the bond for the Mira Este
Facility. As such, the court should only direct its attention to the profitability (or lack thereof) of
the Mira Este Facility in setting the amount of the bond that Moving Defendants need to post in
order to stay the receivership at the Mira Este Facility.
CONCLUSION

For al! of the foregoing reasons, it is requested that the Court grant Moving Defendants’
ex parte application to fix the minimum bond amount on appeal of the order appointing the
receiver for the Mira Este Facility. Plaintiff will not suffer any damages by the removal of the
Receiver, since no profits are being generated at this point in time and none are foreseeable so

long as the receiver remains in place,

~ Respectfully submiﬁed,

GORIA, WEBER & JARVIS

Dated: ////7 /)3 By: %67 2%

Charles F. Goria
Attorneys for Moving Defendanis

10
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Steven W. Blake, Esq., SBN 235502
Andrew W. Hall, Esq., SBN 257547

-Daniel Watts, Esq. SBN 277861

GALUPPO & )

A Professional Law Corporation
2792 Gateway Road, Suite 102
Carlsbad, California 92009
Phone: {76 431-4575

Fax: 760) 431-4579

Gina M, Austin (SBN 246833)

E-mail: gaustin@austinlegalgroup.com
Tamara M. Lectham (SBN 234419)
E-mail: tamara@austinlegalgroup.com
AUSTIN LEGAL GROUP, APC

3990 Old Town Ave, Ste A-112

San Diego, CA 92110

Phone: (619) 924-9500

Facsimile: (619) 881-0045

Attorneys for Defendants

SUPERIOR COURT OF CALIFORNIA, COUNTY OF SAN DIEGO

CENTRAL DiviSION
SALAM RAZUKI, an individual, Case No.: 37-2018-00034229-CU-BC-CTL
Plaintift, Assigned: Hon. Judge Sturgeon
Dept.: C-67
Vs
Exhibit A to Notice of Appeal
NINUS MALAN, an individual; MONARCH.
MANAGEMENT CONSULTING, INC,, a
California corporation; SAN DIEGO UNITED|
‘HOLDING GROUP, LLC, a Califoria limited
Hability company; MIRA ESTE
PROPERTIES, LLC, a California limited
liability company; ROSELLE PROPERTIES,
LLC, a California limited Eability company;
and DOES 1-100, inclusive, :
Defendants.
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List of Appealing Partics

2. San Dicgo United Holdings Group, LLC

3. Flip Management, 11.C

4, California Cannabis Group
5. Balboa Ave Cocperative
6. Devilish Delights, Inc,
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I, Chris Hakim, declare:

1. I am one of the defendants in the above—referenced matter, and I am over the
age of 18.°

2. At all times herein mentioﬁed, 1 have been and still am one of the owners of

Mira Este Properties LLC (MEP). At all times since MEP was formed, I have been and still
am the managing Member of MEP. A true and correct copy of the Operating Agreement for
MEP executed on or about July 8, 20186, is attached hereto as Exhibit 1 and by this

reference, made a part hereof. As indicated at paragraph 8.8 of the Operating Agreement (at

~ page 21) and long before there was any dispute between Mr. Malan and Plaintiff Salam

Razuki, provision was made for claims rhade by Plaintiff. In particular, provision was made
that any claim that Plaintiff asserted would be handled exclusively by Mr. Ninus Malan
from his interest, and neither MEP nor I would have any responsibility for such claim.
Section 8.8 of the Operating Agreement reads as follows:

«8 8. Transfer of Economic Interest From Member Ninus Malan to Salam

Razuki. Notwithstanding anything in this Agreement to the contrary, by signing this
Agreement, the Manager, and each Member approves the absolute right to the
Transfer of a Membership Interest, Transferable Interest, and/or the Economic
Interest held by Member Ninus Malan, as Assigning Member, to Salam Razuki or his
designee, as Assignee, on terms agreed upon between them at any time from and
after the date of this Agreement. Such Transfer shall be on terms agreed upon
between them, and the Manager and each Member further approve the terms and .
conditions of such Transfer, and waive all rights, prohibitions and procedures
otherwise set forth in this Article 8 to that Transfer. Provided, however, such

- Transfer between Member Ninus Malan and Salam Razuki shall not materially affect
the ownership interest of the other Member(s), increase, or materially alter the

. Manager’s duties and obligations, and Member Ninus Malan and Salam Razuki
agree to release the Manager and the other Member(s) from any liabilities relating
fo such Transfer. On behalf of the Company, the Manager agrees to acknowledge
receipt of a copy of the agreement between Member Ninus Malan and Salam Razuki,
and agrees that the Company shall be bound by and comply with the provisions
contained therein, including, but not limited to, those regarding distributions to

2
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Member Ninus Malan or his successor in interest. Any new Member of the
Company further agrees to execute a consent to be bound to the terms and conditions
of this Agreement as a condition to becoming a Member of the Company.”
(Empbhasis added).

3. The assets of MEP consist of certain re'al estate located at 9212 Mira Este -
Court, San Diego, California 92126 (“Mira Este Facility™). The real estate is improved with
a structure in the nature of a warehouse. MEP acquired the Mira ]é:ste Property in August
2016 for the purchase price of approximately $2,625,000.00. The purchase price consisted
of a down payment of approximately $637,500.00, and a new loan in the approximate
amount of $1,987,500.00. I paid $420,000.00 from my own personal towards the down
payment of $637,500.00. Plaintiff and Defendant Ninus Malan paid the rest of the down
payment.

4. The operating Agreement of MEP provides that I would receive one-half of
the net profits, and the otlier one half would be distributed to Mr. Malan, the other Member
of MEP.

5. - As previously stated in my prior declarations in this proceeding, I negotiated
the management Agreements with SoCal Building Ventures, LLC ("SoCal"). The SoCal
Management Agreement rclétive to the Mira Este Facility was operating relatively
sixccessfully although SoCal was dilatory in opening the Facility and contracting with other
producers and manufacturers. SoCal was required under the management agreement to
pay MEP rent in the amount of $855,000.00 per month and also pay a minimum guarantee
payment of $50,000.00 per month. Curiously, in the Second Report, these required

payments by SoCal are listed as SoCal’s “contributions”.
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6. SoCal stopped making its required payments under its management agreement

with MEP in or about May 2018, and largely as a result of that as well as other defaults and

“breaches, SoCal was terminated in July 2018.

7. After SoCal was terminated in early July 2018, I negotiated a new and
different management agreement with Synergy Management Coinpany. Unlike the SoCal
Management Agreement, the Synergy Management Agreement does not require Synergy to
pay a minimum guarantced payment. However, the Synergy Management Agreemenﬁ

provides for MEP to share in a greater amount of the proﬁfs thén was the case with the

SoCal Management Agreement.

8. Almost immediately after Synergy was employed as Manager in early Aughst
2018, and in éharp contrast to SoCal, Synergy opened the Facility and contracted with a sub
licensee, Edipure, for its use of the Facility. As soon as the sub license agreement with
Edipure was made, Edipure invested between $50,000 and $100,000 in equipping its space
at the Mira Este Facility. Under ifs sub license agreement, Edipure is paying dpproximately
$30,000 per month or 10% of its revenues, whichever is greater for its use of the Facility.
Since it had initial sales or "pre-orders" of $200,000, Edipure is obligated to pay the sum of
$3 0,000 for its first month of occupancy. Also, the sublicense Agreement entitles Edipure
to occupy approximately 4000 square feet of space at the Mira Este Facility. It also specifies
that the Facility will provide security, staffing, testing, and other overhead as outlined in the
Declaration of Jerry Baca. The sub license agreement with Edipure was entered into during
the time that there was no receiver at the era Este Facility. However, within a week or two

after the Edipure sublicense was made and on or about August 20, 2018, the current receiver
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was appointed on an ex parte basis. The appointment was made into a preliminary
injunctive order on or about September 26, 2018.

9. In addition to ﬁdipure, Synergy and MEP also had a number of other contacts
who communicated to MEP a strong interest in locating their production and manufacturing
activities to the Mira Este Facility. Many of these producers and manufacturers were very

close to reaching an Agreement for a sub license Agreement with MEP similar to Edipure's

" sub license Agreement before the receiver was appointed on August 20, 2018. As a result of

the appointment of the receiver on August 20, 2018, not one of following companies were

willing to negotiate further or to enter into a subcontract agreement similar to Edipure’s

once it was made known that the Facility was under a receivership:

A.  Conscious Flowers;
'B.  Eureka Oil (Vape Cartridges);
C.  Bomb Xtracts (Vape Cartridgeé, Pre Rolls, Flower, Moonrocks, Candy,
Concentrates, Drinks, Edibles and chip);
D. 10X (Cannabis infused drinks);
E Cannabis PROS (Candy Company);
F.  Royal Vape (Vape Cartridges, Pre Rolls, Edibles):
G. LOL Edibles (Candy, Chips, etc.);
H.  Xtreme Vape (Vape Oil manufactuting and Vape Cartridges); -
I Bloom Farms (Vape Cartridges);
] Cannabis Presidentials (Premium Pre Rolls, Vape Cartndges Flower, Moonrocks,
Candles)
K. Cream of the Crop.

Based on my communications with the prospective sub licensees who have expressed an interest

in the Facility, it is my belief that so long as there is a receiver overseeing the Facility, I will be -
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unable to procure new subleases for the Facility, which will cause the Facility to continue to *
operate at a negative cash flow.
10.  Since Edipure has been the only sublicensee to contract with the Mira Este

Facility to date, the Mira Este Facility has been losing money each and every day it is open.

" There have been no net profits since SoCal stbpped payments in or about May 2018. = Debt

service and overhead of the Mira Este Facility exceed the amount that Edipure is paying.
The debt service alone, including taxes and insurance, is approximately $30,000 per month.
There is also additional and extensive overhead for the Mira Este Property beyond debt
service. Overhead expenses include staffing, security, maintenance, and testing services that
are required to be provided to sub licensees regardless ;)f the number of sub licensees at the
Facility,

11. I have reviewed the Receiver’s Amended Second Report (“Second Report”).
While there are a number of discrepancies and items in the Second Report with which I disagree,
the overall poor financial condition of the Mira Este Facility reflected in the Second Report is
accurate. Attached hereto-as Exhibit 2 and, by this reference, made a pe;rt hereof is the Amended
Schedule 5 from the Second Report, consisting of the Mira Este Operation Statement of Cash
Received and Disbursed from Operations from inception to the present. As indicated in the
Second Report, the only income since July 2018 has been from the Edipure sub-license fee of
/111

/11

N
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$90,000. Even with that income, the net operations for the period from July 2018 to October
2018 show a loss of $132,097.60.
I declare under penalty of perjury that the foregoing is true and correct except as to

those matters stated on information and belief and as to those matters I believe it to be txue.

This declaration was executed on [ / / / 6 / / 2 , at San Diego County,

o M

California.

e ad 7
Chris Hakim
7 .
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THESE SECURITIES HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT
OF 1933, AS AMENDED. THESE SECURITIES HAVE NOT BEEN REGISTERED OR
QUALIFIED PURSUANT TO THE SECURITIES ACT OF 1933 OR THE SECURITIES
LAWS OF ANY STATE AND MAY BE OFFERED AND SOLD ONLY IF SO REGISTERED
AND QUALIFIED OR IF AN EXEMPTION FROM SUCH REGISTRATION AND
QUALIFICATION EXISTS. -

OPERATING AGREEMENT FOR
MIRA ESTE MPME&MACAWORMAIMIEDWCOWANY

This Amended and Restated Operating Agreement is catered into as of the 8° day of July,
2016 by Ninus Mala, an individual, and Chris N. Hakis, an individnal (seferved to individuslly
as a Member and collectively as the Memhers) with reference to the following:

WHEREAS,ﬂleMembqsd&shemfomaﬁmﬂzdﬁaﬁlﬁyocmpm(Ompmy)mduﬂn
Califormia Revised Limited Bishility C Act ”

14 - "Assignee

4
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15 ’Assmnngha"mmsaMmberwhobymeia Whﬁsmﬁ
1
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an Economic Interest in the Company o an Assigeee.

16 Bankruptcy" shall mean, and a Member shall be deemed a "Bankrupt Member," on:
mwmofmmmwamhmammmmmmm&
wmm&amm«mﬁmdﬂnmsomﬂm(ﬁ)ﬂzmyoﬁ
. demummdufamﬁefammeManbubyamtofmmjnﬁsdicﬁmhmyinwhm

mmmwmmmmmymm,mm,mmmm

now or hereafier in effect; (iii) the appointment of a receiver, Hiquidator, assignes, custodian,
m.m,mmmmmwmmmm&mu
fior any substantial pert of that Member's assets or property; (iv) the ordering of the winding up or
ﬁqﬁdﬁmﬁﬁemsaﬁﬁs(v)meﬁﬁngofapﬁﬁmhmymmw
case, which petifion is not dismissed within 180 days of filing or which is not dismissed or

pmmmSecﬁmmofﬁeFedualekpmcode(mmymwpaﬂingpmvﬁm
ofmwmdethmmmhwk(ﬁ)ﬂwmw&Mm -
mmemtyofmmduformﬁefhmhvohmymemdu.mysmhhwmﬁeamuMOfa
wmﬁwwam,mmmmﬁmwmmm
similar agent wder sy apblicable debeor.nelief law fox.the Member or fo.qny, subsintial pest of

1.7 - "Capitsl Acconnt”. means, as. to any, Menmibes, & scparsie- accouns; majntained sad

an amount equal to_ the fuir ftscket vaine:of fhe
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or incurred by the Compeny at the time of disibution.

1.10 "Code™ or "IRC" means the Intermal Revenme Code of 1986, as amended, and any

R "Cmnpany"ﬂw company named in Article II, Section 2.1 of this Agreement.

112 WwMawsmwmmmmmm
deducﬁmmdimﬁmﬁmhansoﬂmdmmdmﬁhﬁmsm&w.hmh&mm
incinde any other rights ofa Member, inchuding the right to Vote or to participate in management.

1.13 "meba"mﬂmaqsofcmﬁngapmpotﬁngmaemdanﬁmmm
whether or ot perfected under applicable law. .

mﬁammph@mmmm&hm,mwupldmﬁmwmﬂms
 contemplated in thi Amxm&m@mmwm

.y

115 “Gross Asset-Volus” moeans, with sespeck w0y, iean of pooperty of the, Compeny,

the ot adjusted besis for fedetal fncsme tai: purposts, cieept oS fillows:
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' 120 "Manager” or “Managess” shall mean the Person or Persons named as sich in
Article II, Section 2.6 ofﬂ:is-AgwmmtcuPe:mwhoﬁomﬁmemﬁmeslpﬂsmeedaPm
asﬁwManagﬁsmﬂwho,meﬁhﬁmq;issmingaﬂmehmﬁneasaMm.

122 MWsmmmwmaWsmm
ﬁﬂe,mﬁmdanmtﬁglnsh&ecm,oouwﬁvdy,mludingﬂmMemba’s
TmﬁmbhhmemeMmpmﬁmmmmaﬂmyﬂgmmmaﬁm
concerning the business and affirs of the Company.
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129 "Whhatﬁ"ménmamofarmbymwm
mwwwﬁmofhw,aam&mawmofﬁehﬁmmm&a
Person.
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131 "Triggesing Event" isdaﬁnedinA:ﬁclsVIﬂ,Seeﬁms.60fﬂﬁsAgm

132 Wm?maw@mowawahﬂotmuaMMa_am‘

‘22 . The inilist peincipal exscutive officeof the Com)

Rio Soath, Suite 210, San-Diego, CA.92108; ar sucks ather phace o

23 Tho ageat fl seivios of process of the Company shall be Duavid C. Jazvis, loced
st 1011 Cemino del Rio South, St 210; San Diego, CA 92106 The Mamager or il the Members

" may from time to time change &Cmm'sagnthmofm '

24 ?Mﬂnﬂb&wu&wﬁf;ﬂe@wﬁh
commonly known as 9212 Mira Este Coutt, #B, San Diego, CA 92126 (the “Property”™. It s not
activities. other than ownesshipof the abowe-séfiercticed P10 it mmm&cm

. 5 Lo -
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mydsomgagehanyothahwﬁﬂpd:po&asmayﬁomﬁmemﬁmebédmhdwﬁw

mumwmm&mw&mmmmmﬂ
Dwemba3l,2056,mdessmmhmdbyﬂwpoﬁsmsofﬂ:isw«aspoﬁded
by law.

26 ChrisN.Hakimqhaﬂbeﬂwmamger(ﬁeW")oftheCompany. No other
mmmMmbashﬂaﬂmMM.mlnvemymMmammhwﬂhmmwﬂf
of the Company. ' :
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adjusted to reflect the ratio that the Members' Capital Account bears to the total Capital Accounts
of all the Membes. Iheﬁmgnhgopﬁmshaﬂbeinaddiﬁmm,mdminﬁm.of,myoﬂuﬁm
including the right to specific perfomiarice, that the Cmnpmymayhaveagmmtﬁedefmﬂnng

37 Ammwuww,uﬁwﬁab}e&.h_m
mgmﬁhwmumwmm&m«hm
!- . 3 A. e ’.‘., . . . ) . . "

210 Parfher provided, Evhibit “A™ shell fupther include fimis cogtributed by cifher or

both Meébers i firtherance:of the pchase of the zoal pre -xefcecned in Section 2.4-gbove,

o aocs veificaion by the Mansger such funds. shall be pest of that: Measber's. Coplal

CAEI 0069




. anyadjmmmtgllawﬁm,ordisﬁbuﬁm
desczibed in Reg sections 1.704-1(b)2)GXAX4); 1- 1(X2)ENAXS), o 1.704-1(bX2)({H)XdX6),
deqmpmygrowwmdgahMbespedﬁnﬂmeﬁmMmbuinm
mmmdmmuszﬁdmmemmmydeﬁdtwmmﬁemc@iﬂlm )
aeatedbysmhadjus&nm&anocaﬁm,mdisuihmasqnicﬂyaspom Anyspemalallocaﬁon

42 I any Member unexpectedly receives

ith Reg sections 1.704-1(b) and 1.704—2:ndsha]lbehm1!e,tedandnglwdmam¢

- & - * B LI I, . g . .,
. 2 . 3 " b - By o Pi-chagh 2O Ty SRS TIRON Y o
. .~ . b = -'"-51:‘ o Ty gyt {,'.._... '.,-- A N v o u' K ,'-. R,

44 Ttheciseofa Teasisfer. of an Ecosiomic Tuserest. during any: fical

Assiguing Member and Assigiee shall each be alibcated this ‘Booueenic Itexps?'s shase of Piofits.

45 Al cash sosating from tho normal busincss opepations of the Corgpeny and So%. >
CapmlEventshaﬂbed:Mammgdw mmmmmmmwm

| 46 I tho proceeds from e sale or ofher. disposition

; mmm&mﬁmmmuswwmm Such
Interest. Emmwmmmmedmmmmmww

Vw_mmmmmmw;@ |

ofacqmpanywoonqistof

8
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m&mmmmmummiowmwmmaﬁs
mw,mmmmmmwﬂnmmmnumamummmu
extentufandinpopmﬁontoﬂwirposiﬁveCapitaleeomtbalm

48 NotwhlsundinganypmvisionofﬁﬂsAMmtheemm,aﬂdisﬁhﬁmsof
mmmmwmm,mmmmmmmﬁmm
anyothadistﬁhminmoritmsmﬂhwthecﬁm4.l above (collectively, a "Distribution”) to the
Mmﬁmwmmmmummmmmm
of all CapitalConnmﬁommadetoﬂ:eCompmy,ahngwiﬂxanmnEequﬂmmm
(lO%)mnualhmmofmnhCapimlComFmﬁonamouMasdammﬁndbyﬁnCmmYs
accountant. UpmmfsﬁwﬁonofﬂwmumoftheManbas’CapitalCmnﬁb!ﬁms(plmﬂmlm
amnlmeofnmmmsthapﬂnlCmnihlﬁdelDisuﬂxﬁmsshanbemademﬂmebﬂs
as provided in Section 4.1 above. ‘

ARTICLE V: MANAGEMENT

5.1 mbmimofmecmshmmmmmpdbymwmm
ArﬁcbmSecﬁmlGOfﬂﬂsAMmameMhﬁemmﬁddin
Section 5.3 of this Agreement. 1 Mmbmdmﬂmthuvemymmrdsmﬁccm

sucoesor i electod and qualified T pors s ot b8 Mmbes, individol,  residt of
the Stste of Califirmia, or 8 cifizen of e United Siates. - _

@ AMamage may msien o my tine by gring tim nofice o 0 MeRh
it pusyidios o ghetakis, i un, o the, Coempinsy undes sy otediact 0 WHiCh MR 0
party. The resignation.of a:Mgssger shill takeffect spon TeecIph 0L oo at such Inter (0

"
oy

for () a term expiring
specified by a Majority of mection with sach n.8ppe
whomnmdsoauunbumaybemmdwnhmm

9
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mwﬁvﬂisammymtddaﬁmﬂwday-mdaymmgﬂmofhecmsbum
propesty and affiirs. Notwithstandingihefmegoingﬂwmshﬂmttbmofﬂn
Mﬁmuw&d&c«muﬂnﬁamﬁmmMmu
taking of such action: o

() Auymmdmmmﬁemafomﬁnﬁmqfﬁecmmy;

®) The dissolution of the Company;

mwsﬁmmﬂ»mﬁﬁﬂw
A et ‘ o discieti ;mj w i
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(a) AMamgerisgobﬁgmd;tocommitaspeciﬁqpmﬁnnofhisorhm‘ﬁnnmthe
business of the Company;

(b) AMmaguisﬁfeemmgﬂgeinoﬁerbusMacﬁvﬁﬁmwhichﬁccompany
and the other Mesber(s) have no direct interest; ’
@ AMmgaisﬁeemmgagemmmwﬁvﬁesﬁatmpmwiﬂ:&
Company,includingbznmnowaylimitedtoﬂ;e

ownexship of investment real property.

bum!ﬁsoppuﬂm?madm o any other srimbursssacat, or compeasation. e V8

oo e o rcefes by 2w ncoding bt o i o s s e ocs. .
58 Subject to, Section 5.4 of this Agreement, the Manzges hall have all necessary
% carry ot fhe. paaposes, business, and objectives of fhe € -

11
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wnsuhamsaﬂadvhmsmbemlfofﬂwmmmmlmdabmwmymdwm
demmmmmmmwmammw,mm
ﬂmmmmmmmmwwm&mm

thmﬁﬁmiﬁng.thegewﬂﬁyofﬂﬁssms&ﬂwmgﬂmnhaveﬁemwd
mnhmﬁywaambéﬂfofmeCompmyhawﬁnganbmdemwinsumﬁm& :
m&mmmmmmm«wmmmmwm
pmpetty,lemeholdinmt,orpusomlpopettyacquimdbyh@mpﬂny. The Manager shall also
hmﬂnmwmdanﬁoﬂywaﬁmmofﬁemmﬁemmw&hw
and this Agreement to do the following:

mkmmmmamwﬂhmmmshmﬂmw :
Mmguﬁmndealing,wiﬂlﬂnﬂ'asmoﬂ?.nﬁﬁ; :

@  To ok mut owm sy Compeny, sl and pososal.prgertics i e mame of 20

L@ Tomwﬁmducmmmwwdmhwm

To execute on behalf of fhe Company al instraments. and docyments, including,
el e L '. P . -4 - . I..‘. . |;%.._:am°f
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® To_moymeommmmwmoﬂurmmpuﬁm
mﬁhmwmwmmw@ :

(b) Tomminandcmnpenmemploym"mdagmmm,mdmdeﬁnm

duties;

@ Tomhmoanyandaﬂoﬂmagteunmﬁmbehalfofhm,whhmy
Pmmmmwm@ummmmdhmofﬁecw

® Topwrénbmmm&ecmpmwofaﬂwofﬂwcm

masomblyinamedamlpaidbytheManagetonbehalfoftheCmnpmy;md .

® To domdpad'omalloﬂ:eraﬂsasmaybemmyorappopﬁatetoﬂleemdmt
of the business of the Company. .

58 TheMmmgﬁshallmaﬂassﬁsofﬂnCm(acepﬁngﬂnCmm’sﬁmds
whichmehdthnﬂ)bhehddinﬂ:enmeofﬂwW,whﬁhﬁMMmmdm

59 Anﬁnﬂsd&ewmuw&_muammmmmm

' mope recognized financial institutions atsuchlomﬁmsisisbllbddﬂmimdbyﬁe Manager.
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atﬁﬂedtommﬂa&mﬁmmiosmdgr_edmgopdsmﬁdedwﬂncm. The Manager

i Manager’s affiliate for the
The Company shall reimburse a Manager or 8 ; e
acmaloostofmtgeﬂalsusedfororbytheCoimp?ny. 'l‘ht:Compel:ty.f.hallalsopaytn'mu:bmﬂ:egal
o N oo ¢ and file the Articles and
andaeoomﬁngmmm)incmdtoﬁmnthn -and prepare wpr= gt
e C ' : i pade : ;:ﬁ;compmﬁmwﬁinge
mtbemimbmsedbyﬂ:eCompanyforﬂlefol]nwmgapm. (64 )
expenss"f : M b gl lhni?mim,mmdgmeml
of a Manager or a Manager’s affiliate, I ing wxﬂ:mn‘ﬁ‘:_ , ey
Mansger's aifiliate avecntitléd:t0 zeceived compensatioti from £ Coinposy.
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r

(a) Aamunhstofﬂ:eﬂﬂnameandhstkmwnbumormdmeam&m
Mmmmmwmmecmcmmmmnsbmmmﬁmmmam
Member;

(b) A copy of the Atticles of Organization, as amended;

CoplsofﬂBCmnmesfedmLm,mdeomemwmm
andtepom, ﬁmy,ﬁnﬂ:esm(@mostmcmtmbbym

@ Exeuﬁedeom:tapattsofﬂnsAgtemm,asmded.

© Anymwusofmmmdawhchmemdsof&mmwany
amendments thereto were executed;

@ F‘mancialsmanﬂnsofﬂ:eCompanyﬁorﬂwskmostrecmﬁsealyem;md

mmmwdumuwmwhwm
aﬂinsﬁnrthemmﬂmfamﬁs@lm

IfﬂmdmdmﬂHmyofﬂnmmeewuymdﬂn
wmofmeofﬂw Comipany, ﬁemposm:y cfsmdmnsdnﬂbe as designated by the

dﬁmdmmdamewzﬂlsm ‘m
: mqlmedbyapphmbkaamﬂntmayormnstbedmbyﬂanbﬂsMbebya
Vmafammufm S

MAESEPROPMES,HCMAW
15
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@ In the absence of any action setting a_wdam,ﬂnmddmghnbe

mumwmmmhmmmwahlﬁnﬁpﬂwﬁw
oﬁmofﬁeCompmymmdloﬁﬁaddmmasmyhedmhedbyaMéuﬁtyofManbusfm
such purposes. :

74 Anywﬁonﬂ:atmaybetakenatanymeding-ofﬁeMmhuSmayhetakenwithom
amecﬁngifammaﬁnmiﬁn&sﬁﬁngfm&ﬂaewﬁmmﬁhm,isﬁgmdbymmmt
kﬁsﬂmﬂwnﬁninnmmbuof%mﬁawnmdbemymmhndmmmkeﬂmtacﬁm&a
meeﬁngatwhichaanbasenﬁﬂediouﬂﬁeonmpMandVoted. IfﬁcManbusarc

expense, lisbikity, or dimage arising from amawmmmmmwﬂ,m
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82 Exaeptas.qqussl.ypmvidedin.ﬁis.Agmmmt,am shall not: Fransfer any

pﬁpf&WsMMMmﬂnM;wbﬁamwmm

Jterest in the Compeny unless such Encombeance has been sppreved in waiting by all other
Members. AManhersImﬂnotuansﬂetﬁnMgmher’qunbashipmminﬂow

»

without compliance with all federal and state secarities laws. Unless otherwise provided for in this

Mmmwﬂnwmm‘ﬂmmmmmmb{gnw ,
memwwwwhwmﬂﬁmm
as providad in-this Asticle VAL - Ench Member, wlexiges and agrecs thit stich SSHIENANN. OF

i erest oo, the! eRtiEne ol 365 of, the, fofegoing. eyenis 5 pot

Jol v
&y
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Membership Intesest to be transferred, when added to the total of all other Memibership Interest
transferred in the preceding 12 months, causes the termination of the Company under the Code.

i hmmuansfmedhthepmedinglzmm.mﬁemﬁmﬁmofﬂn
Company under the Code. Co

83 NoManhusbanpuﬁeipate'inmyVomwdedﬁmmMmpumiﬁngmthe
disposiﬁmofﬂ:atMemba‘qunbashipmahtheCananymdﬁﬂﬁsAmm

peospective ansfesee has been. admitied as 8 Substituted Member. Any person admitted to the

Company as # Substituted Memmber shall be subject to:all provisionsiof this Agreement.

ot been, gualified or Tegistered undex By securities' laws-of any sinkc, of yegistered unda'_ﬂ;
v e P 3 . p B B e e -: - -.‘.‘-.-..-\‘

T e o et g ]

CAEI 0080




mmmmmmm&»mmmmmmmm
ManbushiphﬁqainﬂnCompmy,mpndmeﬂ:paddiﬁeml.Mmhﬂﬂﬁth&inﬂu
Commﬁﬂisthmdshﬁﬂhbﬁm&MmMsﬁpmthmmﬁeuw
all of the provisions of this Agreement: -

(@) Paymmtofthspmchasepﬁnewﬂlhemadeoverapeﬁodofﬁve@ymﬂmﬂ:e
dateﬂwdecﬁnnsmp\mhasewfuumdhﬂ:issmssmﬁmﬁmd The Company and/or the
mmms)ﬂmammmmbm&cmm{um
mmof&mdmsm,mmﬁkmmasﬁm Said promissory
mm'mubwmﬁmmofﬁepdmemteaspubﬁshedhﬂnwmsmﬁlom&uﬁm,ﬁe
thﬁmwmmmmhﬁhWMﬁmﬁﬂﬂmM'w
(2%). lhep:missmynmedmnbeﬁzﬂyammﬁmdoverﬁveﬁ)ymwhhpaymmﬂwlmda
of said promissory note(s) made monthly. There shall further be no penalty for the prepayment of
ﬁepﬁncipdbahncemdmndmmdaﬁepomimmw(s). The promissory note shall
wmmmm&&ﬁu!;aﬂndeﬁond&mm&mﬁmmﬁwmdm
immediately will be e and payable, and that the maker shall pay reasonable attomey’s fises to the
holder in the event suit is commenced because of defamit. As long as no defamlt occurs in payments
gmm.&.ms)mummmmmmofﬂnmdc

3-7_ PANSISrs Fpop. MSOIVENCY; ;n_,_;“  Onde
(@  Ocotupence.of any of the. foligwing eve vocable ailer
“frrevocable Offer”), which shall: bo irievocsble:as long, i 1 shosve conditions on
exist, by: i Meraber toyuii i ovent applits (o Tuscheeat Partieipens: )0 .

"7ty filing of volstmy or imvolmary petition in beukruptcy by a Member, unless
topetition is dismissedwiin shity 6D days;, - |

. ._) anmba’sx(l)mm@}Wﬁtﬂnbmﬁtofm@m o3
" (3) the aiteonpted fmvohuntary tramsfir or passage of ownership of sl os paxt of &

Wsmmmmmwmmmmwmmum

gt;mﬂmda,hgalmmmm&mm&pldeMmmmm

@ ﬁemmmwdmm.ofmamdahk&n‘s
Membership Tnterest resaling from, ot relating to, the dissohution or anmilment of 8 Memher's
mmmmsma.mmmmmmmm
apply to 2ny Members married as of the date of this. : K '

MIRA ESTE PROPERTIES, LLC OPERATING AGREEMENT
19
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(5) the withdrawal of a Member; and

(6) any teansfer of a Membership Interest in violation of this Agreement

(b) W@hﬁmaﬂmwmmmdmymamﬁﬁmmﬁmﬁmm
MkO&,hMMWM&HV&hMWMﬂEMMM&
written Notice of Irevocable Offer which contains a description of the condition or event giving
fise to the Erevocable Offer. The Notice of Imevocable Offer shall state the Membership Intercst
Mm&W@kOﬁ,memhMWmmﬁeﬂm&
m&mmmmmwwmmmwmpumw
otherwise. ngmmmmmmﬂemmw«ﬂnm
MmbmﬁhmmpovideaNoﬁmofhevomkaﬁetshﬂwgivaﬁsemamaﬁbppd
on the part of the Company or the other Members. Further, the options set forth herein may be
exﬁdsedd@mﬁeﬂwfaﬂmemmﬁdeﬁeNoﬁoeofhwombEOEa,mdﬂnﬁmﬁmﬁaﬁmm
ﬁorﬂ:humshﬂlcommmewhenﬁcCompanymdﬂanmbusmnymveth
of Trrevocable Offer. '

s

pransaant o this. subsection. may

circumstances existing gs of fhe daiz bereof. given the significant. iicom
Trrevocable Offer by & Meimber, and to retain fhe coniniity, of the Coripeny without

m .
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88  Transfer of Economic Interest From Member Ninus Malan to Salam Razuki.
Notwithstanding anything in this Agreement to the contraty, by siguing this Agreement the
Manager and each Member approves the absolute right to the Transfer of 8 Membership Interest,
Transferrable Interest, and/or the Economic Inerest held by Member Ninus Malan, as Assigning
Member, to Salam Razuki or his designee, as Assignee, on terms agreed upon between them at
any time from and after the date of this Agreement, Such Transfer shall be on terms agreed upon
between them, and the Manager and each Member further approve the terms and conditions of
such Transfer and waive all rights, prohibitions and procedures otherwise set forth in this Article
8 to that Transfer. Provided, however, such Transfer between Mémber Ninus Malan and Salam
Ramﬁshﬂmtmﬂeﬁaﬂymﬁeﬁﬂwowmsﬁpm&moﬁumamm
mmﬁaﬂyalterﬂmeagu’sdiﬁesandobﬁgsﬁms,mdMﬂnbaNhuMnhnmdSﬂam .
Rm:ﬁagreemmlaseﬁxeMmagermdﬂwoﬂmMmba(s)ﬁommﬁahﬂiﬁsmlaﬁngmmh
Transfer. OnbehaHofﬂ:eCompany,ﬂmMamgaagresmmkmwledgemeiptofawpyofthe
, bcbomdbymdemnphrwﬁhmepmvisionsmm&ﬂmdnhdudinghnmtﬁmiwdm,ﬂme '
mmdingdisﬁbuﬁonstoMemberNhMﬂanmhisth Any new Member
ofmecmnyﬁm&uagmmmammmtmbehmdﬁoﬂnmandomdiﬁmsof
ﬂﬁsAgpanemasa.cmdiﬁontobewmingannba'ofﬂwM-
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(b) To repay outstanding loans to Members. If there are insufficient fimds to pay such
mmmmmmummummwmmmw
wiﬂaintmﬁmuedandmpaidthaem.bmmﬂwmofaﬂsmhmmm
inchuding all imterest accrued and unpeid on those loans. Such repayment shall first be credited to

(c) Among the Members hwqmdmwﬁhﬂ:epuvisimofAnkﬂeN, Section 4.7 of
this Agreement. '
93  Each Member shall look solely to the assets of the Company fior the retum of the -
Member's investment, ind if the Cofnpeny. properfy reaining ufier (s peyment or discherge of the
debts snd Jishilities of the Cormpany is insyfficient to retum the invesiicnt of any Member, sach -

@  The mediatr shall bo a teticed Sadgs, famifiar with fhe laws toganing 0 (7pe of

103 mwmwmummmmdmﬂmmm
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104 Mediation shall not be the exclusive remedy of a Member or the Company. A
mw«mcmmmﬁmmmmmamdmjﬁsﬁmm
aﬁusrhpmtyhmaﬁmp&dhmolvemymvmymchhnaﬁsingMOfa:daﬁngmﬂﬁs
Agteanentmﬂ:elxeadlﬂneofﬂnoughtheuseofmediaﬁm

105 mmmwwwammﬁﬂewmm
misapartymismmdmbemadeapnlym,moﬂuwisebmhvowin,mywﬁmnm B
p:weedingmthemaximnmextetxtpmittedbyjaw.

ARTICLE XI: GENERAL PROVISIONS

111 This Agreement constitutes the wholé and entite agreement between the patics with
mmﬂnmmmdmmmwmmwanpﬁa
wﬂﬂmmﬂoralagremmsbgandmongtheMmbuswanyofﬂm

11.7 Except. pmmded mﬂnsAgeeman, no peovision mt’ﬂns Agmunﬂlt shall be

. .
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119 mmmmmmmmmmumm

1110 Asficlo fifles, sections and headings contained in this Agreement are inserted as 2 |
. mofmmmmmofmmmmnwwhanmm
including the wmﬁmmmmm&m.wmmyofﬁsmvﬁm

11.13 mswﬁmdeseldyfmﬁehmﬁﬁofﬁepmmﬂmwmd
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i roquired to determine the authority of the individual signing this Agreement to make a1ty
m mdﬁakhgmbdnlfofﬁguﬁtymmdmm?nyﬁﬁume::smbgmﬁ
onﬂnexiﬂnweofﬁwauﬂnﬁlyofﬁnindividuaLaa)_be;mqm_edmswm ) apphm;?&a
disﬁhﬁmofpocwdspaﬁmmdﬁadwmﬁvima}sagmgﬂnsw.mbdmﬁ

entity.

i ' be confidential with
conceming mymdmaﬁmmlmgmﬂ:bumofﬂwmmgy_ i
respect to third parties, no party has any expectation sudzoommume&uo;li;wnhcmy
&msdmmﬁdeﬁﬂwm:upmm&mmgamﬂwgm partics ﬁzﬂ;
sgree and consent to the use of Company Counsl, and understand Compeny Counsel

IN WETNESS- WHEREOF, the pertics hﬂm exccuted or caused to be md is

B.ym. i mw v N i g oL e
5.7, and 7.6 of this. Agrocment, agrees that the M is fafbmied o

ins &€ Seeticns 5.5, 5,6, 5.7, md 1.6 oF this Ageeemant,

25
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Member #1

Ninus Malan
5048 Legan Ave Sarte to)

Jen_Pleds _cA q2u3
Membership Interest: 50%

$_F25,000 conibutedasfollows: 1) Cesl

2)

3)

' 4)Amgnmmtofcmmmdmmmme-
PmputyDescMmSecthA S

Capltﬂcmiblmm.

5 ‘lS'é Mwmnammmws: 1) [agé
I " 2)_
3),
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EXHIBIT2




AMENDED SCHEDULE §

A - MIRA ESTE OPERATION
STATEMENT OF CASH RECEIVED AND DISBURSED FROM OPERATIONS
From Inception to the Present
Note 1
Sﬁmmnr_v of Mira Este Operations
Mita Este 2016 Mira Este 2017 Mira Este 2018 Mira Este 2018 N
A1 [A] (ThuJunc) (4] _ ly-Oct[B)
Operating Receipts & Disbursements

Sublease fncome ) ‘8§ 50,000.00
‘Mira Este Loan Payment § (M24500) S (240,415.10)  § (240,736.51) T8 (92327.50)
Legal Fees § (3579600) $ (2000000) § (64,161.00)
TRH (CUP - Mira) $ (i0,00000) § (56479.50) § -
Mira Este Improvements $  (46,358.00) 5 -
Unknown 3 (860.00) § (40,00000) 3 -
Property Tax. $  (24917.35) § (15369.46) $ -
Conditiona! Use Permit-ME $  (23,399.00) $ (10,815.50) £ -

Cash $  (23,500.00) s .
Security $ (22.84800)
Cleaning & Maintenance $ (14,958.95)
Sales Tax . $  (12,471.07) 1 (123000 § (1,047 17
Insurance S (3.895.34) § (1,262.00) $ (7,675.57
Utilities $ {4,795.71) $ (20597 8§ (2,879.50)
Outside Services $  (6,094.00)
Office Supplies & Software $ (339763
License & Permits $  (3,224590)
Income Tax 3 (1,652.19) $ (800.00) S -
Salaries & Wages T 8§ (2,28248)
Accounting s @00 § (1.45000) S -
Bank Fee § (162.43) 3 (520.00) § (320.00) 3 -
Misc $ - 8 _(120090) -
Total Expenses § (44407.43) S (429038.76) _S (38941574 S (222,007.60),
Net Operations § @alay) 3 (4009876) - § (®.4574) S (13200760

$  (994.959.53

{1] This cash received and cash disbursed summary is prepared from the bést records available from different managing
entitics during the rélevant periods of timie. The summaries are not audited; they arc a compilation of the available
seceipts and disbursements data. : . .
[A] Cemputed from Mira Este Bank Activity . )
[B} Cowmputed from Mira Este Bank Activity and California Canpabis Group Profit and Loss provided by Far West Management
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referred to, over the age of eighteen years, not a party to this action, and am ernployed in the County
of San Diego, California, in which County the within rnentioned railing occurred. My business
address is 1011 Camino del Rio South, Suite 210, San Diego, California 92108.

I served the following document(s):

o Notice of Motion for Order Setting Appeal Bond on Appeal of Order Appomtmg Receiver;

Declaration of Charles F. Goria; Points and Authorities;

o Declaration of Chris Hakim in Support of Motion for Order Setting Bond on Appeal of

Order Appointing Receiver;
on the following addressees:

Steven A, Elia, Esq. (steve/@elialaw.com) Robert Fuller, Esq.

Maura Grlfﬁn, Esq. (maura@elialaw.com) (rfullerAnelsonhardirnan.com)

James Joseph, Esq. (james@elialaw.com) Salvatore J. Zimmitt, Esq.

Law Offices of Steven Elia (szimmitt@nelsonhardiman.corn)

2221 Camino del Rio S., #207 Nelson Hardirnan LLP

San Diego, CA 92108 11835 West Qlympic Blvd., Suite 900
Tel. (619) 444-2244 : Los Angeles, CA 90064

Fax (619) 440-2233 Tel. (310) 203-2807

Attorneys for Plaintiff Fax (310) 203-2727

' Attorneys for SoCal Bmldmg Ventures LLC

Gina M, Austin, Esq. ' Richardson C. Griswold, Esq. -
(gaustin@austinlegalgroup.com) (rgriswold@griswoldlawsandiego.corn)
Tamara M, Leetham, Esq. , Griswold Law ‘
(tamara(@austintegalgroup.corn) , 444 S, Cedros Avenue, Suite 250
Austin legal Group : Solana Beach, CA 92075

3990 Old Town Avenue, Suite A-112 | Tel. (858) 481-1300

San Diego, CA 92110 , 1 Fax. (888) 624-9177

Tel. (619) 924-9600 ' Attorney for Receiver Michael Essary
Fax. (619) 881-0045

Attorneys for Defendants Ninus Malan et al.
Daniel Watts, Esq. :

dwatts@galuppolaw.corn

Lou Galuppo, Esq.

lgaluppo@galuppolaw.corn

Galuppo & Blake

2792 Gateway Road, Suite 102

Carlsbad, CA 92009

Tel.No. 760-431-4575

Fax No. 760-431-4579

Attorneys for Defendants Ninus Malan et al.

XX  (VIA ELECTRONIC FILING SERVICE) Complying with Code of Civil
Procedure section 1010.6, my electronic business address is chasgoria@gmail.com and | caused such
document(s) to be electronically served through the e-service system of One Legal for the above

2
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1§ entitled case to those parties on the Service List maintained on its website for this case on November
17, 2018. The file transmission was reported as complete and a copy of the FllmgISemce Receipt
21 will be maintained with the original document(s) in our office.
3 0O (BY MAIL) by placing a copy thereof in a separate envelope for each said addressee,
. 4} addressed to each such addressee at the address indicated above. I then sealed each envelope, and
with the postage thereon fully prepand deposited each in the Umted States Mail at San Diego
51 County, California, on
6 I declare under penalty of perjury that the foregoing is true and correct. Executed on
7 November 17,2018 at San Dlego County, California. é/t" %
8 CHARLES F. GORIA
9
10
11
12 )
13
14
15
16
17
18
19
2 0
21
22
23
24
25
26 | .
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ELECTRONICALLY FILED

Steven A. Elia (State Bar No. 217200) Superior Sourt of Califomia,
Maura Griffin, Of Counsel (State Bar No. 264461) County of San Diego
James Joseph (State Bar No. 309883) 412/03/2018 =t 09:04-00 Phi
ELIA LAW FIRM, APC -

2221 Camino Del Rio South, Suite 207 e & Fiine Det Tk

San Diego, California 92108
Telephone: (619) 444-2244
Facsimile: (619) 440-2233
Email: steve@elialaw.com
maura@elialaw.com
james@elialaw.com

Attorneys for Plaintiff
SALAM RAZUKI, et al.

SUPERIOR COURT OF THE STATE OF CALIFORNIA
COUNTY OF SAN DIEGO, CENTRAL DIVISION

SALAM RAZUK], an individual, CASE NO. 37-2018-00034229-CU-BC-CTL
Plaintiff, PLAINTIFF SALAM RAZUKI’S
OPPOSITION TO MALAN’S AND
V. HAKIM’S MOTION FOR ORDER

SETTING APPELLATE BOND

NINUS MALAN, an individual; CHRIS

HAKIM, an individual; MONARCH Date:  December 14, 2018

MANAGEMENT CONSULTING, INC. a Time: 1:30 p.m.

California corporation; SAN DIEGO Dept: C-67 '

UNITED HOLDING GROUP, LLC, a Judge: Hon. Eddie C. Sturgeo

California limited liability company; FLIP
MANAGEMENT, LLC, a California limited
liability company; MIRA ESTE
PROPERTIES, LLC, a California limited
liability company; ROSELLE PROPERTIES,
LLC, a California limited liability company;
BALBOA AVE COOPERATIVE, a

' California nonprofit mutual benefit
corporation; CALIFORNIA CANNABIS
GROUP, a California nonprofit mutual
benefit corporation; DEVILISH DELIGHTS,
INC., a California nonprofit mutual benefit
corporation; and DOES 1-100, inclusive,

Defendants.
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Plaintiff SALAM RAZUKI (“Plaintiff” or “Razuki”), by and through his counsel, hereby submits
the following Opposition to Defendant NINUS MALAN (“Malan”), MONARCH MANAGEMENT
CONSULTING, INC. (“Monarch™), SAN DIEGO UNITED HOLDINGS GROUP, LLC (“SD United”),
BALBOA AVE COOPERATIVE (“Balboa Ave”), DEVILISH DELIGHTS, INC. (“Devilish”), and
CALIFORNIA CANNABIS GROUP (“CCG™)’s Motion for Order Setting Appellate Bond Amount (the
“Malan Motion™) and Defendant CHRIS HAKIM (“Hakim”), MIRA ESTE PROPERTIES, LLC (“Mira
Este”), and ROSELLE PROPERTIES, LLC (“Roselle”)’s Motion for Order Setting the Amount of Bond
Pursuant to Code of Civil Procedure §917.5 (the “Hakim Motion™)

L
INTRODUCTION

Defendants have attempted to vacate the receivership by any and all means. Now, they are
attempting to pay an insignificant amount of money in order to vacate the receivership by procedural fiat.

To ensure Razuki’s concrete and proven interests are protected, the bond regarding the Balboa
Properties must be set at $9,000,000 and the bond regarding the Mira Este Facility must be set at
$3,750,000 for the following reasons;

e There is a high risk that the businesses will be sold or fail if the receivership order is stayed.

If the Court’s appointment of the Mike Essary (the “Receiver”) as receiver is sfayed, Defendants
will have unbridled control over the businesses without any oversight by Razuki or the Court.
Malan has already attempted to sell the businesses during the short time the Receivership was
temporarily vacated in this matter. As of the time of this filing, the Balboa Facility has been shut
down because Far West terminated their relationship with the business. Malan and Hakim’s
current mismanagement of the Mira Este Facility is leading to its insolvency as they have been
unable to make it profitable despite the fact that it was profitable when SoCal was managing it
EVEN THOUGH IT WAS NOT YET OPERATING. If anything, the Receiver needs mote power,
not less. If the businesses are left to Defendants management during a stay, there will surely be
nothing left when the appeal is ultimately denied.

. Razuki’s requested bond amount is not arbitrary; it is based off the valuations Malan and

Hakim_themselves negotiated with SoCal Building Ventures, LLC (“SoCal”). These
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valuations were determined by sophisticated parties and provide the clearest and best possible
evidence to determine Razuki’s potential damages. Defendants’ arguments against these
valuations are disingenuous given their prior litigation position as well.

e The Court has already determined that Razuki has a likelihood of success on the merits.

Defendants attempt to use the instance motion as a quasi-motion for reconsideration regarding the
merits of the receivership. However, the Court has repeatedly ruled in favor of Razuki based on
his actual property interest in the businesses in question, as well as the risk of irreparable harm.
Defendants do not cite to new case law or facts that would alter the Court’s previous rulings.

o Defendants are not entitled to indigent person’s status. Defendants have not provided any
evidence that demonstrates they are entitled to a waiver of the bond pursuant to Code of Civil
Procedure §995.240. Rather, the only evidence before the Court demonstrates these are million-
dollar businesses with substantial assets. To afford a bond waiver to Defendants would be a
misuse and misapplication of CCP §995.240.

Finally, the Court should not alter the injuhction bond already posted by Razuki. The injunction
bond for $350,000 will more than adequately protect Defendants for potential damages caused as a result
of the Receiver. Plaintiff’s bond and the appellate bond amount standards require a completely different

analysis. There is no new evidence or law that would justify raising Plaintiff’s bond amount.

11.
THE APPELLATE BOND SHOULD BE $9.000.000 FOR THE BALBOA
FACILITY & $3.750,000 FOR THE MIRA ESTE FACILITY

A, Legal Standard
The posting of a bond is necessary to stay the proceedings in the trial court. See CCP §917.5.

Without such a bond or undertaking, the proceedings cannot be stayed. Wilson v. Johnson (1934) 1 Cal.2d
288, 288-289 [in order to effect a stay of proceedings, compliance with statute requifing undertaking is
required.] In setting the amount of that bond, the trial court is directed by CCP §917.5 to require bonding
in an amount that “if the judgment or order is affirmed or the appeal is withdrawn, or dismissed, the
appellant will pay all damages which the respondent may sustain by reason of the stay in the enforcement

of the judgment.” [Emphasis added.] CCP §917.5.
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The bond amount is in the trial court’s discretion. Williams v. Freedomcard, Inc. (2004) 123
Cal.App.4th 609, 614. When evaluating the bond amount, the court should look to: (1) the character of
the action or proceeding; (2) the nature of the beneficiary; (3) whether public or private; and, (4) the
potential harm to the beneficiary if the provision for the bond is waived or insignificant. Id. citing CCP §
995.240. the burden rests on the defendant/appellate to make a showing justifying a waiver of the bond
amount. Id. citing Ferguson v. Keays (1971) 4 Cal.3d 649, 658—659.

B. The Character and Nature of the Proceedings Favor Razuki as the Court Has Already
Found Razuki Has A Strong Likelihood Of Success On The Merits

1. Razuki Has a Clear Interest in the Marijuana Operations Under Both the Written
Settlement Agreement and the Oral Agreement

Defendants continue to misread the language of the Settlement Agreement between Razuki and
Malan. Section 1.2 of the Settlement Agreement’ states that Malan and Razuki entered into an oral

agreement where:

“...regardless of which Party ov entity holds title and ownership to the
Partnership Assets, RAZUKI is entitled to a seventy-five percent (75%)
interest in the capital, profit, and losses of each Partnership Asset and
MALAN is entitled to a twenty five percent (25%) interest, and no Party is
entitled to receive any profits whatsoever until, and unless the Parties have
first been repaid their investment in full (hereinafter referred to as the
“Partnership Agreement”). [Emphasis added.] See the Settlement
Agreement at §1.2.

The Settlement Agreement clarifies that the Oral Agreement governs the relationship between Malan
and Razuki until the Parties perform the terms of the Settlement Agreement. As stated in Section 2.3

of the Settlement Agreement:

«, .. It is the Parties’ intention that once the Partnership Assets have been
transferred to the Company and the Accounting has been agreed upon, then
all other business matters shall be governed and controlled by the terms of
the Operating Agreement and the Parties shall thereafter be released from
all further liability to each other arising under their Partnership
Agreement as set forth below. [Emphasis added.] See the Settlement

' A complete copy of the Settlement Agreement can be found attached with the Declaration of James
Joseph [“Joseph Decl.”], Ex A.
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Agreement at §2.3.
Section 3.1 entitled “General Release” further clarifies that claims related to the oral agreement shall

only been released:

“. .. upon (i) the transfer to the Company of the Partnership Assets pursuant

to section 2.1 above, and (ii) execution of an amendment or exhibit related,

to the Accounting, Thereafter, the Parties shall forever be barred from

bringing any claims related to the Partnership Agreement as set forth

herein.” [Emphasis added.] See the Settlement Agreement at §3.1.
Defendants have repeatedly argued that the Settlement Agreement is void because Razuki failed to
perform conditions precedent. This ignores the expressed language of the Settlement Agreement that
states the Oral Agreement shall govern until all terms are performed. Razuki was not required to
perform any additional tasks to ensure his rights under the oral agresment. Rather, Razuki was only
required to transfer assets into RM Holdings concurrently with Malan to effectuate the Settlement
Agreement. Only then would Razuki’s rights under the oral agreement be released and waived.

| Defendants incorrectly rely on Rondos v. Superior Court, Solano County (1957) 151 Cal.App.2d

190, 194. In Rondos, the parties attempted to transfer title of a business but failed to complete the deal.
The plaintiff sought a receivership over the business assets in order to protect his alleged interests.
However, the Court denied the receivership because the plaintiff did not have an actual property interest
in the business. The Court noted that under the terms of the agreement, “title to [the plaintiff]’s interest
in the business and its assets was not to pass until the on-sale liquor license under which the business
was operated had been transferred to the new partnership.” [Emphasis added.] 1d. at 194. In the
instant case, the Settlement Agreement contains the exact opposite provision. “Section 1.2 of the
Settlement Agreement expressly states that regardless of who owns title, Razuki is entitled to 75% of
the capital, profits, and losses of the Partnership Assets and that the oral agreement would only
extinguish once the terms of the Settlement Agreement were completed. Razuki’s interest in the
Marijuana Operations is not his indirect interest through RM Holdings but rather his direct interest
secured by the oral agreement that currently controls.

Finally, the evidence produced in this matter further proves Razuki’s equitable interest in the
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Marijuana Operations. This Court ordered the parties to submit to a forensic accounting by Brinig
Taylor Zimmer, Inc. (“Brinig”) under the authority of the Receivership to determine how much money
each party invested into the businesses (referred to herein as the “Brinig Report”). The Brinig Report
confirmed that Razuki has invested $3,727,075.87 into just the Balboa and Mira Este Facilities alone.
Joseph Decl., Ex. B, Schedule 1. It is absurd to think that Razuki would gift this substantial sum of
money. Malan, on the other hand, has profited $469,791.34 collectively from the Balboa and Mira Este
Facilities. /d. Even if Malan can show he made additional investments into the businesses, that does
not take away from Razuki’s verified investment of $3.7 million plus. The substantial sum of money
corroborates that the oral agreement is real and Razuki is a legitimate investor and owner of these
businesses.

It should be noted that the Court has already found that Razuki has a likelihood of success on
the merits (even before the Brinig Report) and granted the preliminary injunction. The Brinig Report
merely provides independent confirmation of Razuki’s allegdtions. Defendants” moving papers
merely repeat their previously argued points and do not cite to any new law or provide any new facts

that would decrease Razuki’s likelihood of success.

2. The Contract is Valid and Not Against Public Policy

Defendants have already argued that the Settlement Agreement and the oral Agreément are
voided as contrary to public policy and Razuki provided an extensive response to this argument in his
briefing ahead of the August 20, 2018 hearing. In summary, (1) California law for the past twenty years
shows marijuana operations are not prohibited by the law; (2) Even if it is illegal, the Court should still
enforce the contract to prevent Malan from reaping the benefit of his breach; and, (3) the Court should
only sever out portions of the contract instead of deeming the only contract illegal. For the sake of
brevity, Razuki would refer the court to its earlier pleading that already addressed this argument in full.
Joseph Decl., Ex. C. The Court has already considered this argument and rejected Defendants’ position.
Defendants do not raise any new facts or law that would justify the Court reversing its decision.

Défendants also argues that the contract is illegal because Razuki has not performed the

requirements of an “owner” pursuant to Business and Professions Code §26051.5. However,
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Defendants misapply the law. B&P Code §26051.5 only applies to owners of the state license for the
marijuana operations. In this case, Balboa Ave, CCG, and Devilish are the state license holders and
director/manager of these entities is required to go through all procedures under B&P Code §26051.5.
Because the contract did not transfer ownership of Balboa Ave, CCG, and Devilish, B&P Code
§26051.5 does not apply. Furthermore, the Settlement Agreement anticipated and required the parties
to “execute any and all further documents as may be necessary to carry out [the terms of the
agreement].” Joseph Decl., Ex. A, Section 2.1. Any additional approvals or background checks that
needed to be performed would have been performed if Malan did not sabotage the agreement and refuse
to transfer assets into RM Holdings.

C. Razuki’s Will Suffer Substantial Harm without the Requested Bond as His Potential
Damages Are in the Millions

Without the Receiver, Malan and Hakim can sell the businesses, the business’ assets (including,

but not limited to, the CUPs and marijuana related licensing) and the real property owned by the Defendant
entities and claim all proceeds for themselves. Razuki stands to lose his interest in the real property and
all other assets (including the CUPs, etc.) and will likely never see any money from the proceeds of the
sale even if he is successful at trial. Thérefore, the only way to calculate the bond is to calculate the
amount of proceeds Razuki would be entitled to if 8861/8863 Balboa Ave (the “8861/8863 Properties),
the 8859 Balboa Ave. (the “8859 Property”) and the 9212 Mira Este Ct. (the “Mira Este Facility”) were
sold plus the other monetary damages he would incur (for example, the value of his monetary contribution
to the businesses).

1. According Te Defendants Own Agreement, the Marijuana Operations Are Worth
Millions

The oral agreement between Malan and Razuki entitles Razuki to 75% of everything Malan
owns after Razuki recoups his investments. See FAC at 1. Specifically, this include a 75% interest
SD United which owns 8861/8863 Balboa Ave (the “8861/8863 Properties) and 8859 Balboa Ave. (the

8859 Properties”) and a 37.5%” interest in Mira Este, which owns 9212 Mira Este Ct. (the “Mira Este

2 Razuki is entitled to 75% of Malan’s 50% interest in the Mira Este Facility. 75% of 50% equals
37.5%.
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Facility™).

The 8861/8863 Properties and the Mira Este Facility have already been appraised by Defendants.
According to the Management Agreement with SoCal with respect to the 8861/8863 Properties, Malan
and Hakim both agreed to sell 50% options in the business for $3,000,000. Joseph Decl., Ex. D. This
would value the 8861/8863 Properties at $6,000,000 total. According to the Management Agreement
with SoCal with respect to the Mira Este Facility, Malan and Hakim agreed to sell 50% options in the
business for $5,000,000. Joseph Decl., Ex. E. This would value the Mira Este Facility at $10,000,000.

It is important to note that it was the Defendants who negotiated this valuation. Malan and Hakim
signed the management agreements with SoCal without any input from Razuki. When Defendants
demanded a bond for the appointment of the receiver, they again relied on these calculations to demand a
$6,000,000 bond for the Balboa Properties and a $10,000,000 bond for the Mira Este Facility. Joseph
Decl,, Ex. F and G. Defendants already concede to these valuations afe appropriate and the Court should
hold them to those numbers. The only reason the Court did not apply them to determine Plaintiff’s bond
for the Receiver was because the different standard of damages used in comparison to that required for
the appellate bond.

| Additionally, Razuki also has anrownership interest in and to the 8859 Properties. These units are
not operating as marijuana businesses at this time so there is no current appraisal for their value. However,
considering the 8861/8863 Properties were appraised at $6,000,000, it is reasonable to assume the 8859
Properties should be also valued at $6,000,000. ,

Razuki is entitled to 75% of the 8861/8863 Propetties, 75% of the 8859 Properties, and 37.5% of
the Mira Este Facility. This means he is entitled to at least, $4,500,000 (8861/8863 Balboa), $4,500,000
(8859 Balboa) and $3,750,000 O\/Hra Este) respectively for his interests in the Marijuana Operations. In
total, Razuki has potentially $12,750,000 in damages. _

These numbers are high because the potential damages to Razuki are high. CCP §917.5 doesn’t
ask the Court to determine the actual or likely damages the plaintiff may sustain if the order is stayed; it
specifically asks to evaluate the damages the plaintiff “may sustain.” The bond amount must be high
enough to ensure Defendants can’t just steal/waste Razuki’s property by merely filing an appeal.

Otherwise, an appeal would be filed by every Defendant where a receiver has been granted.
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The threat of Malan and Hakim selling these properties once the Receiver is removed is highly
likely as well. As the Court knows, the receivership was already vacated once during this case. During
that time, Malan immediately hired Far West as the operator at the 8861/8863 Property. The agreement
with Far West contained a promise to complete a long-term deal that would allow the new operators to
acquire an interest in the dispensary. Joseph Decl., Ex. H. Defendants have already shown their intention
to sell these assets once the Receiver is removed; the Court must act to adequately protect Razuki’s interest
and should not forget why the Receiver was appointed in the first place.

The Malan Motion argues that the valuations in the SoCal Management Agreements are just “pipe
dream” valuations. First, there is no evidence to suggest SoCal intentionally overestimated the value of
these businesses. The management agreements were negotiated at arm’s length between sophisticated
parties and Defendants themselves. Second, this argument is belied by the $2,090,520.84 investment
made by SoCal as confirmed by the Brinig Report. SoCal was only willing to make such an investment
given the potential value of the businesses. Furthermore, if Malan argues that these businesses were never
properly appraised, then the Court should continue the héaring and allow the parties to obtain current
appraisals for the businesses in order to accurately determine Razuki’s potential démages. Otherwise, the
valuation provided in the managemént agreements is the best and most accurate valuation available to the
Court, '

The Hakim Motion argues that the Receiver is prevehting the Mira Este Facility from making
money because tenants ére not willing to work with the Receiver. However, this is belied by recent
evidence showing that one such tenanf, Cream of the Crop, is willing to work with the Receiver. Joseph
Decl., Ex. I. Furthermore, according to represéntations ﬁxade by counsel for Defendants, Synergy itself
will start operating as a tenant at the Mira Este Facility as well. Joseph Decl., § 12. Hakim’s concerns
With the Receiver are no longer true given the current arrangements being negotiated. Finally, these recent
problems with profitability at the facilities began only once the SoCal agreement was wrongfully
terrninated. rMalan and Hakim’s own mismanagement is the cause of these current lost profits, not the
Recéiver.

2. Razuki and SoCal, the Two Plaintiffs in This Matter, Have Already Invested
Millions of Dollars into the Marijuana Operations ' '

In addition to the actual value of the properties, the Court should also consider how much money
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Plaintiff and Plaintiffs-in-Limitation have already invested in the Marijuana Operations base;1 on the
Brinig Repért. Razuki has already invested over $3,727,075.87 cash into the operations and put up
miltions of dollars of properties for collateral for the businesses. SoCal has already invested
$2,090,520.84. Neither has seen any retﬁrn on these investments. The bond must ensure Razuki and
SoCal are permitted to recoup their initial investment in case the businesses fail during the pending appeal
which, by Defendants® own admissions, seems to be only a matter of time. ‘

D. Given the Unfavorable Standard of Review Defendants Have on Appeal, the Court Error
on the Side of Caution and Set a High Bond to Protect Razuki’s Interests

Defendants are seeking the appeal of an order appointing a receiver. Appellate Courts routinely

hold that the appointment of a receiver rests within the discretion of the trial court and the trial court’s
authority is broad. See Goes v. Perry (1941) 18 Cal.2d 373, 38; Alderson v. Alderson (1986) 180
Cal. App.3d 450, 467. Therefore, the appellate court will only reverse a trial court’s order if there is a
clear showing of an abuse of discretion. In re Marriage of Economou (1990) 224 Cal.App.3d 1466, 1484;
Sibert v. Shaver (1952) 113 Cal.App.2d 19, 21. Even on appeal, “[TThe availability of other ?emedies
does not, in and of itself, preclude the use of a receivership. [Citation.] Rather, a trial court must consider
the availability and efficacy of other remedies in determining whether to employ the extraordinary remedy
of a receivership.” Gold v. Gold (2003) 114 Cal.App.4th 791, 807.

- Razuki is not asking this Court to judge the merits of Defendants’ appeal in this motion. Rather,
the Court should recognize that Defendants have an uphill battle on appeal to overturn the Court’s decision
purely based on the applicable standard of review. Any bond that could stay the receiver for a year
presents a clear danger to Razuki’s interest. The bond must be sufficiently high to protect said interests
because there is a real ﬁsk Defendants will fail in their appeal. An appeal should not be allowed to be

used by a defendant to beat a receivership.

E. Section 995.240 Is Not Applicable As Defendant Are Not Eligible For Indigent Status
And Have Failed To Make the Required Showing of Indigency

Malan asks the Court to waive the bond requirement on the basis of Defendants’ indigent status
pursuant to CCP §995.240. Even if the Court finds that Defendants are indigent, the Court is not required
to waive the bond requirement; it is still within the Court’s discretion to set a bond for indigent persons.

Venice Canals Resident Home Owners Assn. v. Superior Court (1977) 72 Cal.App.3d 675, 684.
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Regardless, Defendants are not eligible for relief from the bond requirement pursuant to CCP §995.240.

First, the Defendant entities are not “persons™ for the purposes of establishing indigency under
CCP §995.240. Williams, supra 123 Cal.App.4th at p. 615. Regardless of the current cash flow or their
non-profit status, the entities are not eligible for a waiver.

Second, all Defendants have failed to make a showing that they cannot obtain a bond. Defendants
only argument is that the businesses are not profitable and are not currently making any money: This is
irrelevant, as Defendants are required to show they have attempted to secure a bond and were rejected.
Venice Canals, supra 72 Cal.App.3d at p. 684 [“Petitioner Pearl made no showing that he cannot obtain
a stay bond. He has not even made a showing that he made any attempt to obtain a bond. Under such
circumstances it cannot be said that as a matter of law the trial court abused its discretion in denying
petitioner Pearl’s application for a waiver of the stay bond”’] [Emphasis added.]; see also Williams, supra
123 Cal.App.4th at p. 615 [“[the appellate] never showed even any attempt to contact a bonding or surety
company. Absent a showing of an unsuccessful effort to obtain a bond or surety, [the appellate], like
Buford, has failed to meet the preliminary prerequisite for relief under Code of Civvil Procedure section
995.240”"] [Emphasis added.]. Because none of the Defendants provided any evidence that they were
unable to acquire any bond amount, or any other evidence to demonstrate their inability to secure sufficient
funds, CCP §995.240 is not applicable.

Finally, as demonstrated by Razuki’s investment and the valuation of the Marijuané Operations,
the businesses are worth millions. Even if they do not have substantial cash flow at the moment, the
businesses can secure a bond with real property or other business assets. However, instead of attempting
to secure a bond, Defendants have decided to merely claim poverty without proof. They are not entitled

to any waiver pursuant to CCP §995.240.

III.
THE COURT SHOULD NOT ALTER RAZUKI’S BOND FOR THE RECEIVERSHIP

Previously, Razuki secured a $350,000 Plaintiff’s bond pursuant to this Court’s order. This bond
was required under CCP §529 that requires a Bond to cover damages “the party may sustain by reason
of the injunction.” See CCP §529. The $350,000 is designed to cover any expenses or damages caused
by the Receiver himself. This would be limited to any excessive costs of the receiver and the (very

unlikely) possibility that the Receiver would cause the businesses to shut down or lose their licenses
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(which, of course, would be entirely contrary to his purpose). These potential costs and damages are
significantly lower as a receiver is duty bound to act in the best interests of the business and ensure there
is no waste during his appointment.

The Appellate Bond is entirely different. The Appellate bond must secure and protect Razuki’s
interests in the subject property while Defendants have complete control over said property. Unlike the
Receiver, who swore an oath and is an officer of this Court, Defendants have no duty nor any obligation
to protect Razuki’s interests and, in fact, have a motive to obfuscate the businesses profits especially in
this all cash business. While the provisional remedy of a receiver has’inherent protections for Defendants,
staying the Receivership now completely destroys any security Razuki has. The Receivership was granted
for a reason-the serious and real threat of irreparable harm to Razuki. The Court has already ruled Razuki
has a likelihood of success on the merits. Razuki’s concern is not illusory; Malan has already attempted
to sell the dispensary to a third party when the Receiver was previously vacated for approximately thirty
(30) days. Without a substantial bond, the Court will be giving a green light for Malan and Hakim to sell

the properties and pocket the proceeds while the appeal and litigation drag on at Plaintiff’s expense.

Iv.
CONCLUSION

Defendants should not be permitted to use a motion for an appellate bond as a quasi-motion for

reconsideration on the merits of the receivership. For the reasons stated above, the Court should require

no less than a $9,000,000 appellate bond for the Balboa Properties and a $3,750,000 appellate bond for

the Mira Este Facility.
Dated: December 3, 2018 . LAW OFFICES OF STEVEN A. ELIA,
APC :
By: E
Maura Griffin, Attorneys for Plaintiff
Salam Razuki
14
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Steven A. Elia (State Bar No. 217200)

Maura Griffin, Of Counsel (State Bar No. 264461)

James Joseph (State Bar No. 309883)

ELIA LAW FIRM, APC

2221 Camino Del Rio South, Suite 207

San Diego, California 92108

Telephone: (619) 444-2244

Facsimile: (619) 440-2233

Email: steve@elialaw.com
maura@elialaw.com
james@elialaw.com

Attorneys for Plaintiff
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NINUS MALAN, an individual; CHRIS
HAKIM, an individual; MONARCH
MANAGEMENT CONSULTING, INC. a
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BALBOA AVE COOPERATIVE, a
California nonprofit mutual benefit
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GROUP, a Califprnia nonprofit mutual
benefit corporation; DEVILISH DELIGHTS,
INC., a California nonprofit mutual benefit
corporation; and DOES 1-100, inclusive,

Defendants.

CASE NO. 37-2018-00034229-CU-BC-CTL

DECLARATION OF JAMES JOSEPH,
ESQ. IN SUPPORT OF PLAINTIFF
SALAM RAZUKI’S OPPOSITION TO
MALAN’S AND HAKIM’S MOTION FOR
ORDER SETTING APPELLATE BOND

Date:  December 14, 2018
Time: 1:30 p.m.

Dept:  C-67

Judge: Hon. Eddie C. Sturgeon

DECLARATION OF JAMES JOSEPH, ESQ. IN SUPP

1

ORT OF PLAINTIFF SALAM RAZUKI’S OPPOSITION

TO MALAN’S AND HAKIM’S MOTION FOR ORDER SETTING APPELLATE BOND

CAEI

0111




[V-T- - IEEN B - N R T

-
[FS IR & N

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

1, James Joseph, declare:

1. I am an associate of the ELIA LAW FIRM, APC, which represents Plaintiff Salam
Razuki in this instant litigation. All facts stated within the Declaration are within my personal
knowledge or based upon information and belief if so stated. If necessary I could and would
competently testify to these facts.

2. Attached as Exhibit A is a true and correct copy of the Settlement Agreement between
Razuki and Malan that was attached to the Original Complaint.

3. Attached as Exhibit B is a true and correct copy of the Report prepared by Brinig
Taylor Zimmer, Inc. regarding the investments made by all parties.

4, Attached as Exhibit C is a true and correct copy of Razuki’s Supplemental briefing
that fully briefed the argument that the Coﬁrt should not hold that the Settlement Agreement is void as
a matter of public policy. 7

5. Attached as Exhibit D is a true and correct copy of a portion of the Management

Agreement between SoCal Building Ventures, LLC (“SoCal”), Malan and Hakim with respect to the

Balboa Properties that includes the valuation of the Balboa Properties.

6. Attached as Exhibit E is a true and correct copy of a portion of the Management
Agreement between SoCal Building Ventures, Malan and Hakim with respect to the Mira Este
Facility'that includes the valuation of the Mira Este Facility.

7. Attached as Exhibit F is a true and correct copy of a portion of Defendant Hakim’s
brief ahead of the September 7, 2018 hearing regarding the confirmation of the appointment of the
receiver. In this portion of the brief, Hakim argues that the Court should determine the value of the
Mira Este Facility based on the options in the SoCal Management Agreement.

8. Attached as Exhibit G is a true and correct copy of a portion of Defendant Malan’s
brief ahead of the September 7, 2018 hearing regarding the confirmation of the appz)intment of the
receiver. In this portion of the brief, Malan argues that the Court should determine the value of the

Balboa Dispensary based on the options in the SoCal Management Agreement.
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9. Attached as Exhibit H is a true and correct copy of a portion of the Management
Agreement between Balboa Ave Cooperative and Far West Management, LLC. The portion of the
agreement shows the specific clause where Balboa Ave Cooperative agreed to negotiate a long term
deal and allow Far West to acquire interests in the Balboa Ave Dispensary.

10. On November 29, 2018, the Receiver forwarded Maura Griffin, Esq. an email chain
with Ms. Austin, Mr. Goria, and the Receiver regarding the status of the Mira Este Facility. From the
context of the email, Synergy has been negotiating a deal with Cream of the Crop for a space at the
facility and Mr. Goria emailed his objections to the deal. Attached as Exhibit I is a true and correct
copy of the email exchange.

11. On November 30, 2018, the -Court held a hearing regarding the status of the Receiver.
At the hearing, Ms. Austin confirmed that Synergy, the current operator at the Mira Este Facility
would be serving as a tenant and manufacturing its own product at the facility. At this time, Razuki’s
counsel is unable to obtain the reporter’s transcript from the hearing because the transcript is still bek

finalized.

I declare under penalty of perjury under the laws of the State of Califomié that the foregoing is

true and correct, and that this declaration is executed on December 3, 2018, at San Diego, California.

James Joseph
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BRINIG TAYLOR ZIMMER

INCORPORATED
FORENSIC ACCOUNTING AND BUSINESS VALUATION

401 B STREET, SUITE 2150
SAN DIEGO, CALIFORNIA 92101
TEL. (619) 687-2600 FAX (619) 544-0304

www.btzforensics.com

November 13, 2018
BY E-MAIL ONLY

Honorable Eddie C. Sturgeon
Judge of the Superior Court
Department C-67

330 West Broadway

San Diego, CA 92101

Mr. Michael Essary

Court-Appointed Receiver

Calsur Property Management

8304 Clairemont Mesa Blvd., St. 207
San Diego, CA 92111 '

Re:  Razuki v. Malan, et al.
Case No.: 37-2018-00034229-CU-BC-CTL
AMENDED REPORT - NOVEMBER 13, 2018

Judge Stllrgeon, Mr. Essary, Parties and Counsel:

This Amended Report updates my previous report dated November 12, 2018. I have been court
appointed by the Honorable Eddie C. Sturgeon to provide a forensic accounting analysis of
financial issues related to two business operations: the “Balboa Operations” and the “”’Mira Este
Operation.” This report presents my findings as of November 13, 2018. The parties continue to
provide information that they believe is relevant to my analysis and I reserve the right to update
and augment this report based on additional information provided to me.

BACKGROUND FACTS

A dispute exists between Mr. Salam Razuki (Plaintiff) and Mr. Ninus Malan (one of the
Defendants) regarding their respective ownership interests in various business entitics
comprising two separate, licensed cannabis operations. In short,' Razuki claims that he and
Malan are 75% / 25% owners of the entities involved in the Balboa Operations. Razuki also
claims that he and Malan are 75% / 25% owners in any interest that Malan has in the Mira Este

! The parties have complex claims in this matter and my summary of those claims is not intended to be complete.
My summary is only intended to introduce the forensic accounting analysis that I have undertaken.
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Operation. This report addresses the Balboa Operations separately from the Mira Este
Operation.

SCOPE OF THE FORENSIC ACCOUNTING ASSIGNMENT
In this report, the following financial issues are addressed:
The Balboa Operations:

Razuki’s contributions made into the Balboa Operations.

Distributions received by Razuki from the Balboa Operations.

Malan’s contributions made into the Balboa Operations;

Distributions received by Malan from the Balboa Operations;

Contributions made by others into the Balboa Operations;

Distributions received by others from the Balboa Operations;

A summary of the financial operating activity of the Balboa Operations from
inception to approximately the end of October 2018.

Nk LW~

The Mira Este Operation:

Razuki’s contributions made into the Mira Este Operation;

Distributions received by Razuki from the Mira Este Operation;

Malan’s contributions made into the Mira Este Operation;

Distributions received by Malan from the Mira Este Operation;

Contributions made by Hakim into the Mira Este Operation;

Distributions received by Hakim from the Mira Este Operation,

Contributions made by others into the Mira Este Operation;

Distributions received by others from the Mira Este Operation;

A summary of the financial operating activity of the Mira Este Operation from
inception to approximately the end of October 2018.

R adbe ARl ool Sl

Other Contributions Claimed by the Parties:

1. Each party claims that he has made contributions to the business in the form of direct
payments to the other party or payments of expenses related to the business entities.
In Schedule 1, I have identified the respective “Other Possible Contributions” claimed
by each party. Further investigation is necessary to verify the “Other Possible
Contributions” in both the amounts and the propriety of allowing credit to the
contributing party.

The summary of the analysis is set forth in Schedule 1 to this report and Schedules 2 through 7
provide more detailed analysis. My firm can provide very detailed schedules to the parties
showing the composition of the amounts of contributions, distributions and expenses, but these
detailed schedules are not included in this report.

BRINIG TAYLOR ZIMMER
INCORPORATED
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THE “BALBOA OPERATIONS”

The “Balboa Operations™ are several business entities that combine to operate a retail cannabis
dispensary from premises located at 8863 Balboa Avenue, Suite E, San Diego, California. The
Balboa Operations are composed of the following entities:

Entities OWNED (OR CLAIMED TO BE OWNED) by Malan and Razuki:

1. Balboa Avenue Cooperative (a licensed, California nonprofit mutual benefit
corporation that operates the cannabis dispensary, referred to as the “Balboa
Dispensary” or the “Dispensary”); '

2. San Diego United Holdings Group, LLC (a California limited liability company
that owns the premises of the Dispensary and six other individual units in the same
commercial/industrial complex as the Dispensary);

3. Flip Management, LLC (a California limited liability company that has operated as
a related management entity for the Dispensary);

Entities NOT OWNED by Malan and/or Razuki, but relevant to the discussion:

4. San Diego Building Ventures (a third-party management company that was formerly
contracted to the Dispensary to provide management services; this entity is also
referred to as SoCal Building Ventures, but it appears to be the same entity);

5. Far West Management, LLC (a management company that is presently contracted
to the Dispensary to provide management services);

Ultimately, the Balboa Operations exist to run the Balboa Dispensary, a retail store that is
licensed to sell cannabis products to the public. There are extensive regulations governing the
operations of a cannabis business and reluctance (or possibly outright prohibition) on the part of
federally-chartered banking institutions to grant banking privileges to cannabis-related
businesses. Consequently, the Balboa Dispensary is an entirely cash business. As a result of the
“cash only” operating situation, the Dispensary is related to other entities to which it transfers the
majority of its revenue and through which it pays many of its expenses. The related entities are
able to operate with checking accounts through normal banking institutions. The Balboa
Dispensary also has a management contract with Far West Management, LLC, a company that
provides management services and employee leasing services to the Balboa Dispensary.

Summary of Contributions and Distributions by Razuki and Malan to the Balboa Operations

Schedule 2 sets forth a summary of the contributions to and distributions from the Balboa
Operations by Mr. Razuki and Mr. Malan from inception to the present. Schedule 2 also shows
contributions from San Diego Business Ventures (former management company) and other
transfers in and out of the Balboa Operations. The references on Schedule 2 identify the

BRINIG TAYLOR ZIMMER

INCORPORATED
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supporting schedules that present the details of the summary amounts on Schedule 2. The result
of the analysis of the contributions and distributions related to the Balboa Operations is set forth
in the following duplication of Schedule 2:

AMENDED SCHEDULE 2
BALBOA OPERATIONS
AMOUNTS CONTRIBUTED INTO AND DISTRIBUTED FROM

| Contributions to and Disttibutions from |

Ret Razuki Malan Hakim S.D. Bldg. Vent. Total
Contributions into:
8859 Baboa A-E Sched2.] $ 52731299 §  53,524.85 $ 580,837.84
8861 B & 8863 E Sched 2.2 433,312.50 4,198.50 437,511.00
S.D. Building Ventures Sched 2.3 — - $1,555,892.34 1,555,892.34
S.D. United Holdings, LLC Sched 2.4 107,031.45 12,500.00 119,531.45
Total Contributions Into Balboa Operations $ 96062549 § 164,754.80 $ 12,500.00 $1,555,892.34 $ 2,693,772.63 -
(Dsstributions From)
~ Daily Cash Sheets (Jan - Jun2018)  Sched 2.5 (182,680.00) (30,000.00) (212,680.00)
Flip Management, LLC Sched 2.6 (229.67) {5,644.00) (5,000.00) (10,873.67)
8.D. United Hokdings, LLC Sched 2.4 (26,994.97) (26,994.97)
Total Distributions From Balboa Operations ~~_$_(27,224.64) § _(188,324.00) § _(35,000.00) §$ - $ (250,548.64)
Net Contributions (Distributions) $ 933,400.86 $ (23,569.21) $ (22,500.00) $1,555,892.34 § 2,443.223.99

Summary of Financial Operating Activity of the Balboa Operations

The operations of the Balboa Dispensary are a consolidation of the revenues and expenses from
several entities. Because of the practical restriction of banking facilities available to the Balboa
Dispensary, it can only operate on a cash basis by itself. Consequently, any expenses that cannot
be paid in cash (payroll, taxes, insurance, etc.) have to be paid by a related entity or an unrelated
management company. It is therefore necessary to transfer cash revenues from the Balboa
Dispensary to other entities for the payment of some of the Dispensary’s expenses. Therefore,
the complete picture of the operations of the Dispensary (revenues, expenses and net income)
requires a consolidation of expenses paid by various entities. Schedule 3 to this report presents
the Statement of Cash Received and Disbursed from Operations for the Balboa Operations from
inception through the present date. It should be noted that Schedule 3 is compiled from the best
accounting data available from the management sources that were in place during different
periods of historical operation and the Schedule is prepared without audit.

Schedule 3 identifies a cumulative operating deficit of the Balboa Operations of ($1,564,712).
This deficit has been funded by contributions as identified in Schedule 2 to this report

BRINIG TAYLOR ZIMMER
INCORPORATED
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THE “MIRA ESTE OPERATION”

The Mira Este Operation is completely separate from the Balboa Operations, except for some
common ownership and some occasional funds transferring between the two groups of entities.
The Mira Este Operation involves one additional investor, Mr. Chris Hakim. The Mira Este
operation is composed of the following entities:

Entities OWNED by Malan and Hakim (AND IN WHICH RAZUKI CLAIMS AN
INTEREST):

1. California Cannabis Group (a licensed, California nonprofit mutual benefit
corporation that operates the facility referred to as the Mira Este location);

2. Mira Este Properties, LL.C (an entity that owns the premises located at 9212 Mira
Este Court, San Diego, California);

Entities NOT OWNED by Malan, Hakim and/or Razuki, but relevant to the discussion:

3. Far West Management, LL.C (a management company that is presently contracted
to the California Cannabis Group to provide management services);

4. San Diego Building Ventures (a third-party management company that was formerly
contracted to California Cannabis Group to provide management services; also
referred to as SoCal Building Ventures);

5. Synergy Management Partners, LLC (a management company that is presently
contracted to the California Cannabis Group to provide management services.)

The Mira Este Operation is not a retail cannabis dispensary. It is a 16,000 square foot building
located at 9212 Mira Este Court that is licensed to effectively be a landlord to various cannabis
operations that are owned by unrelated third parties, considered to be tenants in this accounting
analysis. Presently there is one manufacturing company — EdiPure — that is a tenant at the Mira
Este facility. It is Mira Este’s intention to have more tenants at its facility who pay rent to the
non-profit, cannabis-licensed entity, California Cannabis Group. Because of complex cannabis
regulations, the present and future tenants of Mira Este operate under the license of California
Cannabis Group and California Cannabis Group is subject to the same banking restrictions as
other cannabis operations.

Summary of Contributions and Distributions by Razuki, Malan and Hakim to the Mira Este
QOperation ’

Schedule 4 sets forth 3 summary of the contributions to and distributions from the Mira Este
Operation by Mr. Razuki, Mr. Malan and Mr. Hakim from inception to the present time.
Schedule 4 also shows contributions from San Diego Business Ventures (former management

BRINIG TAYLOR ZIMMER
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company) and other transfers in and out of the Mira Este Operation. The references on Schedule
4 identify the supporting schedules that present the details of the summary amounts on Schedule
4. The result of the analysis of the contributions and distributions related to the Mira Este
Operation is set forth in the following duplication of Schedule 4:

AMENDED SCHEDULE 4
MIRA ESTE OPERATION
AMOUNTS CONTRIBUTED INTO AND DISTRIBUTED FROM

%
| Contributions to and Distributions from '

Ref Ranki Malan Hakim S.D. Bldg, Vent. Total

Contributions into:

Mira Este Property Purchase Sched 4.1 $ 542,455.94 S 65,490.00 $ 420,000.00 $ 1,027,945.94

From S.D. Buikling Ventures Sched 4.2 $ 53462850 $ 534,628.50

Total Contributions Into 542,455.94 65,490.00 420,000.00 534,628.50 1,562,574.44
(Distributions From)

Mira Este Refinance . Sched 4.1 (72,000.00) (518,000.00)  (590,000.00) (1,180,000.00)

Net Money disbursed Sched 4.3 - (152,877.00) (70,926.10) (223,803.10)

Total Distributions From (72,000.00) (670,877.00)  (660,926.10) - (1,403,803.10)

Net Confributions (Distributions) $§ 47045594 S (605,387.00) $ (240,926.10) $ 534,628.50 § 158,771.34

Summary of Financial Operating Activity of the Mira Este Operation

The operations of the Mira Este facility are a consolidation of the revenues and expenses of Mira
Este Properties, LLC and California Cannabis Group that were recorded by different
management companies since the inception of activity. Again, because of the practical
restriction of banking facilities to California Cannabis Group, it can only operate on a cash basis
by itself. Consequently, any expenses that cannot be paid in cash (payroll, taxes, insurance, etc.)
have to be paid by a related entity or an unrelated management company. To date, the only
revenues of the combined entities have been three months’ rent paid by EdiPure, the only tenant
presently occupying the premises. The consolidation of California Cannabis Group’s financial
statements is presented on Schedule 5 to this report. The cumulative operating cash deficit of the
Mira Este Operation is $994,959.53.

OTHER POSSIBLE CLAIMED CONTRIBUTIONS

Each party claims that he has made contributions to the business in the form of direct payments
to the other party or payments of expenses related to the business entities. In Schedule 1, 1 have
identified the respective “Other Possible Contributions” claimed by each party. Further
investigation is necessary to verify the “Other Possible Contributions” in both the amounts and
the propriety of allowing credit to the contributing party.

BRINIG TAYLOR ZIMMER
INCORPORATED
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Honorable Eddie C. Sturgeon
Mr. Michael Essary
November 13, 2018

Page 7

I am issuing this report with the intention that the parties will have numerous comments and
questions about the data summaries contained herein. Many documents have been provided to
me at the last minute or other information provided with inadequate substantiation. I reserve the
right to update and augment this report based on additional information provided to me.

BRINIG TAYLOR ZIMMER
INCORPORATED
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AMENDED SCHEDULE 2.1
BALBOA OPERATIONS
AMOUNTS CONTRIBUTED TO 8859 BALBOA

Investment in 8859 Balboa Ave Units A-E

Total

(Escrow Stmt.)
SDUH $  25,000.00
SDUH $  420,000.00 [A]
SDUH $  (64,162.16)
Razuki $  200,000.00
Subtotal $ 580,837.84
First Trust Deed $ 1,088,000.00
Other Costs $ (68,837.84)
Total Consideration $ 1,600,000.00

Razuki Malan

$ 25,000.00
$ 327,312.99 $ 92,687.01

$ (64,162.16)
$ 200,000.00

$ 527,312.99 $ 53,524.85

N

[A] SDUH received $327,312.99 from El Cajon Investment Group, LLC (Razuki) to
fund this transfer. Razuki represents that El Cajon Investment is his company.

CAEI

0133




AMENDED SCHEDULE 2.2
BALBOA OPERATIONS
AMOUNTS CONTRIBUTED TO 8861 B and 8863 E

Razuki originally purchased the properties in 2016
Sale to SDUH 3/2/2017 (Razuki sells to SDUH):

18t Trust Deed $ 475,000.00 [A]
2nd Trust Deed to Razuki Investments $ 275,000.00 [B]
Cash from SDUH $  4,198.50 [C]
Other Costs $ (4,198.50)
Total Consideration $ 750,000.00

[A] Refinanced to $500,000 in May 2017 through Salas Financial, borrowers are Razuki,
American Lending & SDUH
[B] Razuki reconveys the 2nd trust deed to SDUH and forgives this debt (5/12/2017)

Summary of Financial Activity:

Razuki Malan

Contribution to Escrow , $ 4,198.50
1st Trust Deed Paydowns: '

Two monthly payments by Razuki  § 8,312.50 [D]

From Arroyo Hondo sale (Razuki) 50,000.00 [D]

From Loch Lomond sale (Razuki) 50,000.00 [D]
Relief of 2nd Trust Deed 275,000.00 [D]

Subtotal $ 38331250

Razuki purchase of Cond. Use Permit 50,000.00 [E]
Total contribution $ 43331250 $ 4,198.50

-——--[to Schedule 2] ------
[C] Contribution by SDUH attributed to Malan

[D] Amount of transaction is documented
[E] Based on Razuki's representation only; no documentation yet provided.
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AMENDED SCHEDULE 3
BALBOA OPERATIONS
STATEMENT OF CASH RECEIVED AND DISBURSED FROM OPERATIONS
From Inception to the Present
Note 1

!"Balboa Operations" - Balboa Cooperative, SD United Holdings, LL.C and Flip Management, LLC
Total Jan - June Total July - Oct

Total 2017 [A] 2018 [B] 2018[C]

Sales $ (8,566.00) 1,729,846.86 $  624,760.94
Switch Reimb of ATM Draws $  204,620.25 - $ 96,233.00
Balboa 8855 Rent 3 12,842.38 23,000.00 $ 11,000.00
Unknown $ (415.50) 16,797.14 $ 3,600.00

$  208,481.13 $ 1,769,644.00 $  735,593.94
Accounting $  (22,260.00) (22,00000) $  (5450.00)
Advertising/Promotion $  (81,250.40) (76,164.87)  §  (61,492.49)
Alarm $ - (787.54) $ {49.99)
Balboa Tenant Improvements $ {90,950.00) (208,617.75) $ (73,600.00)
Bank Fee $  (1,333.06) (122327)  § 2,607.69
Chris Berman S - (93,000.00)
Cable S (3.72752) (3.586.28)  § (359.92)
Cal City Management S (150,000.00) - $ -
Charitable Contribution S - (18,565.00) § -
Computer S - (1,900.00) $ -
CUP - Balboa N (7,244.00) (7,461.00) 3 -
HOA S (9,440.92) (42,530.58) 3 -
Income Tax S (800.00) (4,359.18) $ -
Tnsurance S (8,445.29) (32,095.45) $ (8,543.86)
Inventory S (37.329.95) (839333.01) § (378,186.13)
Legal Fees $  (107,063.42) (115606.18)  §  (296,388.94)
Loan Payments $  (100,307.75) (88,181.60) §  (24.478.42)
Management/Consultant $  (75,788.10) (116,500.00) $  (125,404.68)
Misc 3 (5,272.66) (1,488.51) $ (5,471.19)
Qutside Services $ - - $ (7,911.65)
Payrolt $ (1,121.04) (98,777.55) % (381.85)
Payroll Fees $ (890.65) C2,32000)  § (11811224)
Payroll Tax $ (345.00) (36,216.97) $ (7,752.96)
Phone $ - (474.00) $ -
Point of Sale System $ - (140.00) $ -
Priniting $ (758.55) - $ -
Property Tax 3 - (8,555.70) $ -
Reimbursements $ - (1,699.29) $ -
Rent $ - (21,20000) $  (6,000.00)
Repairs & Maintcnance N - ~ $  (26,181.20)
Sales Tax N (32,829.03) (218.00) $ -
Security S (11,612.00) (81,479.70) §  (76,495.18)
SoCal Employce Rent S - (22,672.45) $ (4,500.00)
SoCal Manager S (30,000.00) (30,000.00) $ (20,000.00)
Software S - (10,139.10) 3 -
Storage S - (1,40000) § (700.00)
Supplics $  (11,080.55) (8,196.66) . § (4,739.21)
Tax S - (31,751.05) $ (7,489.78)
Travel $  (1,346.85) (10.00) -
Unknown $  (151,806.13) (29,611.34) $ (9,147.79)
Utilities $ (3,598.46) (3,715.48) $ (3,591.79)
Total Expenses (946,601.33) (2,061,978.41) (1,269,851.58)
Net Operating Income/(Loss) (738,120.20) (292,334.41) {534.257.64)

\ J
Y
Net Operating Deficit < $ (1,564,712.25)

[1] This cash received and cash disbursed summary is prepared from the best records available from different managing
entitics during the relevant periods of time. The summarics arc not audited; they are a compilation of the availablc
receipts and disbursements data. -
[A] Computed from Flip Manag, it, San Diego Building Ventures and San Diego United Holdings
[B] Compuled from Flip M San Diego United Holdings, San Diego Building Venlures and the Dispensary
Daily Cash Summaries.
[C} Computed from Flip Management, San Diego Building Ventures and the Financial Statements provided by Far West Management
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AMENDED SCHEDULE 4.1
MIRA ESTE OPERATION
AMOUNTS CONTRIBUTED (AND WITHDRAWN) - PROPERTY PURCHASE AND REFINANCE

Investment in Mira Este
Payments/(Refunds) For Escrow

Original Purchase Razuki Malan Hakim
Razuki $ 254,780.94 $  254,780.94
Malan 65,490.00 $ 65,490.00
Hakim 420,000.00 $  420,000.00
ME Properties (1,482.00)
Subtotal 738,788.94
First Trust Deed 1,987,500.00
Other Costs (101,288.94)
Total Consideration $ 2,625,000.00
Refinancing
2nd TD ($600,000)
Withdrawn $ (72,000.00) $  (72,000.00)
Withdrawn $ (72,000.00) $ (72,000.00)
ME Properties b (1,380.00)
Roselle transfer $ (415,000.00)
$ (560,380.00)
Other costs $ (39,620.00)
$ (600,000.00)
Loan paydowns:
Razuki $ 39,000.00 $ 39,000.00
Razuki _$ 248,675.00 $ 248,675.00
$ 287,675.00
2nd TD ($1,100,000)
Withdrawn $ (518,000.00) $ (518,000.00)
Withdrawn $ (518,000.00) $ (518,000.00)
Costs $ (136.04)
Total Withdrawn $ (1,036,136.04)
Other costs $ (63,863.96)
$ (1,100,000.00)
Total Outstanding Loan 3 3,687,500.00 §  470,455.94 $  (452,510.00) 3 (170,000.90)
Contributed Withdrawn Net
Razuki $ 542,455.94 $  (72,000.00) $  470,455.94
Malan $ 65,490.00 $ (518,000.00) $ (452,510.00)
Hakim $ 420,000.00 $  (590,000.00) $  (170,000.00)
$ 1,027,945.94 $ (1,180,000.00) $ (152,054.06)
---------- [to Schedule 4]-----———-
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AMENDED SCHEDULE 4.2
MIRA ESTE OPERATION
AMOUNTS CONTRIBUTED BY S.D. BUILDING VENTURES

Total

2017 2018 Contribution
Transfer to Mira Este . $ 177,658.00 $ 612,806.00 $  790,464.00
- Transfer to Mira Este $  64,00000 $ 64,000.00
Paid on behalf of Mira Este 77,220.50 $ 77,220.50

Equipment Returned to SDBV $ (397,056.00)

Net Amount Contributed to Mira Este Operations $ 534,628.50

[to Schedule 4]
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AMENDED SCHEDULE 4.3
MIRA ESTES OPERATION

NET AMOUNTS DISTRIBUTED FROM

Malan Hakim Total
2016 $ 11,000.00 $ 11,000.00
2017 $ (26,500.00) $  62,050.00 $ 35,550.00
2018 $ (126,377.00) $ (143,976.10) $ (270,353.10)

$ (152,877.00)

$ (70,926.10)

$ (223,803.10)
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AMENDED SCHEDULE 5
MIRA ESTE OPERATION .
STATEMENT OF CASH RECEIVED AND DISBURSED FROM OPERATIONS
From Inception to the Present
Note 1

Summary of Mira Este Operations

Mira Este 2016 Mira Este 2017 Mira Este 2018 Mira Este 2018

[A] [A] - (Thru June) [A] July-Oct [B]
Operating Receipts & Disbursements
Sublease Income $  90,000.00
Mira Este Loan Payment $ (44,245.00) $ (240,415.10) $ (240,736.51) $ (92,327.50)
Legal Fees $  (35,796.00) $ (20,000.00) $ (64,161.00)
TRH (CUP - Mira) $ (10,000.00) $§ (56,479.50) $ -
Mira Este Improvements $ - (46,358.00) $ -
Unknown $ (860.00) $ (40,000.00) $ -
Property Tax , $ (2491735 $ (15369.46) $ -
Conditional Use Permit-ME $  (23,399.00) § (10,815.50) $ -
Cash $  (23,500.00) $ -
Security $ (22,848.00)
Cleaning & Maintenance $ (14,958.95)
Sales Tax $ (12,471.07) $ (123.00) $  (1,047.17D
Tnsurance $  (3,89534)  $ (1,262.00) $ (7.675.57)
Utilities $ (4,795.71) $  (2,059.77) $  (2,879.50)
Outside Services $  (6,094.00)
Office Supplies & Software $  (3,397.63)
License & Permits $  (3,224.90)
Income Tax $  (1,652.19) $  (800.00) $ -
Salaries & Wages $  (2,282.48)
Accounting $ (450.00) $ (1450000 $ -
Bank Fee 3 (162.43) $. (529.00). § (320.00) h3 -
Misc ) $ - $  (1,200.90)
Total Expenses $ (4440743) S  (429.038.76) _$ (389.41574) | $ (222,097.60)
Net Operations $ (44,407.43) $ (429,038.76)  § (389,415.74) $ (132,097.60)
N /]

R

[1] This cash received and cash disbursed summary is prepared from the best records available from different managing
entities during the relevant periods of time. The summaries are not audited; they are a compilation of the available
receipts and disbursements data. :
[A] Computed from Mira Este Bank Activity
[B] Computed from Mira Este Bank Activity and California Cannabis Group Profit and Loss provided by Far West Management
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Steven A. Elia (State Bar No. 217200)

Maura Griffin, Of Counsel (State Bar No. 264461)

James Joseph (State Bar No. 309883)

LAW OFFICES OF STEVEN A. ELIA, APC

2221 Camino Del Rio South, Suite 207

San Diego, California 92108

Telephone: (619) 444-2244

Facsimile: (619) 440-2233

Email: steve@elialaw.com
maura@elialaw.com
james@elialaw.com

Attorneys for Plaintiff
SALAM RAZUKI

SUPERIOR COURT OF THE STATE OF CALIFORNIA
COUNTY OF SAN DIEGO, CENTRAL DIVISION

SALAM RAZUK]I, an individual,
Plaintiff,
V. |

NINUS MALAN, an individual; CHRIS
HAKIM, an individual; MONARCH
MANAGEMENT CONSULTING, INC. a
California corporation; SAN DIEGO
UNITED HOLDING GRQUP, LLC, a
California limited liability company; FLIP
MANAGEMENT, LLC, a California limited
liability company; MIRA ESTE
PROPERTIES, LLC, a California limited
liability company; ROSELLE PROPERTIES,
LLC, a California limited liability company;
BALBOA AVE COOPERATIVE, a
California nonprofit mutual benefit
corporation; CALIFORNIA CANNABIS
GROUP, a California nonprofit mutual
benefit corporation; DEVILISH DELIGHTS,
INC., a California nonprofit mutual benefit
corporation; and DOES 1-100, inclusive,

Defendants.

Plaintiff SALAM RAZUKI (“Plaintiff” or “Razuki”), by and through his counsel, hereby submits

the following supplemental briefing in support of the appbintment of receiver and opposition to Ninus

CASE NO. 37-2018-00034229-CU-BC-CTL

PLAINTIFF SALAM RAZUKI’S
SUPPLEMENTAL BRIEFING FOR THE
AUGUST 20, 2018 HEARING;
SUPPLEMENTAL DECLARATION OF
MAURA GRIFFIN, ESQ. DATED
AUGUST 17, 2018; SUPPLEMENTAL
DECLARATION OF SALAM RAZUKI
DATED AUGUST 17, 2018;
DECLARATION OF JOE BANOS;
REQUEST FOR JUDICIAL NOTICE

Date:  August 20, 2018

Time: 2:00 p.m.

Dept: C-67

Judge: Hon. Eddie C. Sturgeon

PLAINTIFF SALAM RAZUKI’S SUPPLEMENTAL BRIEFING IN SUPPORT OF APPOINTMENT OF RECEIVER AND IN OPPOSITION TO

1

DEFENDANT NINUS MALAN’S EX PARTE APPLICATION TO VACATE RECEIVERSHIP ORDER
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Malan’s Ex Parte Application to Vacate Receivership Order.
L.

ADDITIONAL FACTS AND ARGUMENTS IN
SUPPPORT OF APPOINTMENT OF RECEIVER

A. Hours after Judge Sturgeon Ordered All Bank Accounts Frozen, Defendant Ninus Malan
Attempted to Trick BBVA Compass Bank Into Unfreezing the Flip Manasement, LLC

Account with Approximately $26.000 By Showing Them Judge Strauss Minute Order.

On August 14, 2018, the partiés appeared in front of Judge Sturgeon who had set an ex parte

hearing sua sponte regarding the status of the receivership. See the Supplemental Declaration of Maura

Griffin dated August 16, 2018 (“Suppl. Griffin Dec.”) at 92. Also present in the Court was Defendant

Ninus Malan (“Malan”). Id. Judge Sturgeon ultimately ordered that all bank accounts of the entity
defendants be frozen pending a full hearing re: determination of appomtment of receiver which he set for
Monday, August 20, 2018 at 2:00 P.M. (the “August 20" Hearing”). Id. The only caveat to that was that,
after hearing counsel for Malan and Defendant Chris Hakim (“Hakim”™) argue that the Balboa dispensary
(the “Balboa Dispensary”) and the Mira Este marijuana manufacturing operation (the “Mira Este
Operatibn”) needed $80,000 each to replenish inventory pending the August 20™ Hearing, Judge Sturgeon
ordered that each of the Balboa Dispensary and the Mira Este Operation could use up to $80,000 to
purchase additional product. /d. Judge Sturgeon issued a Minute Order which constitutes the final order
as no order after hearing was required to be prepared by counsel. Id. A true and correct copy of the
August 14, 2018 Minute Order (“August 14 Minute NOrder”) is attached to the Suppl. Griffin Dec. as
Exhibit 1. The Minute Order, in no uncertain terms, that “As to all ﬁarties, no money is to be exchanged
[sic] - all accounts are frozen until further order of the Court.” See Griffin Dec. at Exhibit 1.

In the afternoon of August 14, 2018, ONLY A FEW HOURS AFTER JUDGE STURGEON
ISSUED HIS ORDER FREEZING ALL ACCOUNTS, Malan sent an e-mail to BBVA Compass
(*“Compass Bank™) attaching the Court’s Minute Order dated July 31, 2018 (“July 31 Minute Order”), as
follows: “Please see attached Minute Order Vacating the Receivership for Flip Management Acc
XXXXXX7151. Can ydu please remove the Hold on the Account.” [Emphasis Added.] Suppl. Griffin
Dec. at 3. A true and correct copy of Malan’s August 14, 2018 e-mail, as well as subsequent e-mails
related thereto and a copy of the Court’s July 31% Minute Order, are attached to the Suppl. Griffin Dec.
collectively as Exhibit 2. THIS IS IN BLATANT DEFIANCE OF THIS COURT’S ORDER OF AUGUST
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14, 2018 THAT ALL ACCOUNTS ARE FROZEN PENDING THE AUGUST 20, 2018 HEARING. This is

exactly why a reciver needs to be appointed because this is the second instance where Defendant Ninus

Malan has violated a court order hours after it was issued. The first instance, as more fully discussed in
our supplemental briefing submitted to the Court for the August 14™ ex parte, involved Gina Austin, Ms.
Malan’s attorney who two hours after arguing before Judge Medel on July 17, 2018, told the receiver she
would not abide by Judge Medel’s order, that she would instruct her client not to abide by the order and
drove the getaway Range Rover as her clients stole over $65,000 in cash from the dispensary. This
incident was captured on video which will be made available for the Court to view at Monday’s hearing,

Although the Court was convinced by Malan’s counsel to allow the Balboa Dispensary and the
Mira Este Operations to each use up to $80,000 to replenish product so that they may successfully conduct
business until the August 20 Hearing, neither this Court nor the August 14" Minute Order made any
mention of the use of funds in the Flip Management, LLC (“Flip”) account for this purpose. Suppl. Griffin
Dec. at 3 and Exhibit 1. Furthermore, having been at the hearing himself, Malan was well aware that 6]
Plaint_iffs contend that Judge Strauss’s oral order and/or minute order vacating the receiver was never
effectuated because the July 31°' Minute Order provides, after stating the Court’s decision to grant the
request to vacate the receivership order, provided that counsel was to prepare a proposed order for the
Court’s review and approval”; (ii) That this Court indicated it was aware of our arguments regarding the
same and that they would be addressed at the August 20" Hearing; and, (iii) That all accounts were frozen
but for the monies the Balboa Dispensary and the Mira Este Operations could use to purchase product.

Compass Bank forwarded Malan’s e-mail to attorney Richardson Griswold, counsel for Mike
Essary, the court-appointed Receiver (the “Receiver”) in this case. Suppl. Griffin Dec. at {2 and Exhibit
2. Mr. Griswold then forwarded the e-mail exchange to Malan’s attorneys, with a copy to counsel for
Plaintiff, Defendant Chris Hakim and Plaintiff-in-Intervention SoCal Building Ventures, LLC (“SoCal”),
reminding them that the Court had ordered that all bank accounts should remain frozen until the August
20" hearing and requesting that they contact Malan and reiterate to him this Court’s order regarding bank
accounts. Id.

In response, on August 14, 2018, attorney Daniel Watts, counsel for Malan, e-mailed Mr. Griswold

as follows:

3
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“The judge told Mira Este and Balboa to spend money only to replenish
product and limited the amount they can spend. He told the other businesses
not to spend money. He did not order their bank accounts “frozen” or
restrict access to their bank accounts, and he certainly did not reinstate the
receiver or give the receiver authority to intervene with access to the bank
account.” Id. at 6. \

Clearly, this is a case of selective hearing on the part of Malan’s counsel as the Court did, in fact,
order the bank accounts of all defendants including, but not limited to, Flip, to “frozen until further order
of the Court” as reflected in the Court’s August 14® Minute Order. Id. at §7and Exhibit 1.

On August 15, 2018, Mr. Griswold responded to Mr. Watt’s August 14, 2018 e-mail by forwarding
a copy of the August 14™ Minute Order and reiterated that “[t]he Court ordered ‘all accounts are frozen.””
Id. at Exhibit 2.

After receiving a copy of Mr. Griswold’s e-mail response to Mr. Watts, Plaintiff’s counsel called
and left a message for Patrice Perkins-McShan, the Compass Bank representative that Malan had sent his
initial e-mail to, stating that the Court had ordered the bank accounts of all defendants to be frozen
including, but not limited to, Flip’s Compass Bank account. /d. at 99. Plaintiff’s counsel followed that
up on August 16, 2018, with an e-mail to Ms. Perkins-McShan which attached a copy of the Court’s
August 14% order that all bank accounts were frozen and requesting that the approximately $26,000 in
funds in Flip’s Compass Bank account not be released to Malan pending the August 20" hea{ing. Id A
true and correct copy of the August 16, 2018 e-mail from Plaintiff’s counsel to Ms. Perkins-McShan, as
well as additional related e-mails that followed, is attached to the Suppl. Griffin Dec. as Exhibit 3. Ms.
Austin, one of the attorneys for Malan, immediately e-mailed Plaintiff’s counsel in‘response trying to
convince counsel, and apparently Ms. Perkins-McShan, that Malan simply “needed information about the
contents of the account that neither So[CJal nor Mr. Essary were willing to provide.” Id. This is a
ridiculous contention considering Receiver Michael Essary’s Interim Receiver’s Report (the “Interim
Report™), which was served on all parties on August 10, 2018, clearly states that Flip’s Compass Bank
account “was frozen and there is approximately $26,457.09 in the account.” See the Interim Report at
3:21-23; see also the Declaration of Court Appointed Receiver Michael Essary In Support of His Interim
Receiver’s Report at §5. Moreover, in a subsequent e-mail from Ms. Austin, she admits that Malan was
trying to “unfreeze” the bank account. Suppl. Griffin Dec. at Exhibit 3.

On August 16, 2018, Ms. Perkins-McShan confirmed by e-mail that Flip’s Compass Bank account
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remained frozen and no funds had been released. /d. at §10 and Exhibit 4.

This is just another example of Malan and his counsel’s attempt to circumvent and/or outright defy
the Court’s orders and this type of blatant disregard for the Court’s orders should not continue to be
tolerated.

B. Plaintiff’s Counsel Did Not Mislead Judge Medel During the July 17, 2018 Ex Parte Hearing
Regarding the Appointment of Receiver.

Malan has repeatedly, both in oral argument and in their papers, accused Plaintiff’s counsel of
having misled the Court at the ex parte hearing on July 17, 2018. See Defendant Malan’s Ex Parte
Application to Vacate Receivership (“Malan’s Ex Parte Application™) at 3:7-9. This is also an unabashed
falsehood, as the record reflects.

At the July 17" hearing, Plaintiff’s counsel states, as follows:

“Now, we’'re asking for a receiver because these are extraordinary
circumstances and conduct by the defendants. All we’re asking for is to
preserve_the status quo that we’ve had the last ten months with the
defendants. We’re just asking for the appointment of a receiver that would
take over the marijuana operations, temporary restraining order so they
don’t commit waste.” [Emphasis Added.] See a true and correct copy of
the transcript from the July 17® Hearing, which is attached to the Suppl.
Griffin Dec. at Exhibit 5, 3:27-4:5.

Plaintiff’s counsel later states:

“We’re not asking for harm to anybody. We just want a receiver to take
over so that we can stop the wasting. We need some internal controls so
that [Ms. Austin’s] clients don’t continue to steal and put in a new operator
that is eventually going to end up joining this complaint, and then we have
a multiplicity of lawsuits. .. [The injunction is to] [m]aintain the status quo,
to not waste.” Id. at 4:22-27.

- While the [Proposed] Order submitted to the Court contains provisions for sale, counsel for
defendants act as thought it authorizes the Receiver to sell the receivership assets out from under them.
This is not true. The original [Proposed] Order submitied the Court specifically requires court approval
before any sale takes plaée. Suppl. Griffin Dec. at §12. Meanwhile, the First Amended Complaint
includes a cause of action for dissolution which may ultimately require a sale of receivership assets by the
receiver, so the sale provisions in the original [Proposed] Order are reasonable. Id. However, along with

their supplemental briefing, Plaintiffs have submitted a [Proposed] Amended Order which excludes
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provisions related to the sale of the receivership assets and the Receiver can simply request to be
authorized with the power to sell in the event it becomes necessary in the future in order to avoid further
concern regarding this issue. Id.

C. Plaintiff Has More Than an “Imaginary” Interest in the Partnership Assets as He
Contributed All of the Financial Backing While Malan Put In No Money.

1. The Oral Agreement Gives Razuki a Current Interest in the Partnership Assets.

Malan dedicates a substantial part of his papers arguing that the Agreement of Compromise,
Settlement, and Mutual General Release (the “Settlement Agreement”) does not give Razuki an
ownership interest in the marijuana operations at the Balboa Dispensary, Mira Este and Roselle
(collectively, the “Marijuana Operations™). He argues that RM Holdings is the only entity that can
enforce these rights. However, Malan repeatedly ignores the oral agreement that continues to exist
between Razuki and Malan. This oral agreement governed their business relationship from its inception.
As discussed at length in Plaintiff’s Ex Parte Application and supplemental briefing filed with the Court
on August 13, 2018, Razuki would finance the business and, once Razuki recuperated his entire initial
investment, Razuki and Malan would split the profits from the businesses 75%/25% respectively. This
oral agreement was memorialized in writing in Section 1.2 of the Settlement Agreement, as follows:

“RAZUKI and MALAN have an understanding such that regardless
of which Party or entity holds title and ownership to the
Partnership Assets, RAZUK] is entitled to a seventy five percent
(75%) interest in the capital, profits, and losses of each Partnership
Asset and MALAN is entitled to a twenty five percent (25%)
interest, and no Party is entitled to receive any profits whatsoever
until, and unless the Parties have first been repaid their investment
in full (hereinafter referred to as the "Partnership Agreement" ).”

See the Settlement Agreement, which is attached to the Suppl.
Griffin Dec. as Exhibit 6, at §1.2.

This recital confirms the existence of Razuki’s current ownership in the marijuana dperations.
Specifically, Razuki currently owns a 75% interest in SD United Holding Group, LLC (“SD United”)
and"Flip and he owns a 37.5% (equivalent to 75% of Malan’s 50% interest) interest in Mira Este
Properties, LLC (“Mira Este”) and Roselle Properties, LLC (“Roselle”). Unlike the Settlement
Agreement, which required the parties to transfer the ownership into RM Holdings, the oral agreement

governs the current ownership of the entities. Therefore, Razuki has standing to protect these interests.
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2. The Money Invested By Razuki Demonstrates his FEquitable Interest In the
Partnership Assets and the Marijuana Operations.

As set forth in the Supplemental Declaration of Salam Razuki dated August 13, 2018 (“Razuki
August 13® Supplemental Dec.”), which is supported by the attachments thereto, Razuki invested
approximately FIVE MILLION DOLLARS into the Marijuana Operations through cash down payments

and providing collateral for financing for the business.

3. Razuki Was Intimately Involved in the Marijuana Businesses Further Supporting His
Equitable Interest in Them.

Prior to approximately June of 2018, Razuki was intimately involved in every business decision
related to the legal Marijuana Operations. His involvement is confirmed by a sampling of texts and e-
mails which are attached to the Supplemental Declaration of Salam Razuki dated August 17, 2018
(“Razuki August 17" Dec.”) as Exhibit 1 and 2. These are but a fraction of the communications
demonstrating his involvement in all decisions related to the businesses over the course of the last few

years. Id. at ¥ 3.

D. The Marijuana Operations Generate Enough Capital to Support the Receivership.

At the August 14" Hearing, after the Court indicated that it would freeze all of Defendants’ assets
pending the August 20" Hearing, counsel for Malan and Hakim argued that the Balboa Dispensary and
the Mira Este marijuana manufacturing operation (the “Mira Este Operation™) each needed a substantial
amount of funds to resupply product in order to continue conducting business pending the August 20
Hearing, which was only six (6) days away. Suppl. Griffin Dec. at §13. Counsel for Hakim represented
that the Mira Este Operation had generated approximately $200,000 in the one week since it had been in
operation.'! Id.; see also the Declaration of Chris Hakim Re Ex Parte Hearing on Order Vacating
Appointment of Receiver (“Hakim Dec.”), a copy of which is attached to the Suppl. Griffin Dec. as
Exhibit 7 for the convenience of thé Court, at §10. Counsel for Malan and SD United represented that
the Balboa Dispensary could seli $100,000 in product ovér one weekend. Id. Therefore, it is clear that

the Marijuana Operations generate more than sufficient funds to pay for the cost of the Receiver.

1 Unfortunately, Plaintiffs counsel was unable to obtain a copy of the Court Reporter’s transcript from the August 4, 2018
hearing prior to the filing deadline for submitting supplemental briefing and is therefore unable to provide said copy to the
Court confirming the representations of counsel for Malan and Hakim regarding sales and/or revenue generated at the
Balboa Dispensary and the Mira Este Operation. Suppl. Griffin Dec. at §14.
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E. The Court Should Not Void the Settlement Agreement for Being Contrary to Public Policy.

1. Recent Changes in California Law Explicitly Demonstrate the Settlement
Agreement and the Oral Agreement Between the Parties Are Legal and Protected.

In Defendant Ninus Malan’s Supplemental Briefing ISO Ex Parte Application to Dissolve
Receivership (“Malan’s Suppl. Brief”), Malan cites to Bovard v. American Horse Enterprises, Inc.
(1988) 201 Cal.App.3d 832, 838 in support of his argument that the Settlement Agreement is illegal.
See Malan’s Suppl. Brief at Section 11(b). However, the Court in Bovard also stated that “[t]he question
whether a contract violates public policy necessarily involves a degree of subjectivity. Therefore, *...
courts have been cautious in blithely applying public policy reasons to nullify otherwise enforceable
contracts.’” Bovard, supra, at 838 quoting Moran v. Harris (1982) 131 Cal.App.3d 913, 919-920. “The
power of the courts to declare a contract void for being in contravention of sound public policy is a very
delicate and undefined power, and. . . . should be exercised only in cases free from doubt.” Moran,
supra, at 919-920. Whether a contract is illegal or contrary to public policy is a question of law to be
determined from the circumstances of each particular case. Jackson v. Rogers & Wells (1989) 210
Cal.App.3d 336, 349-350. Before labeling a contract as being contrary to public policy, courts must
carefully inquire into the nature of the conduct, the éxtent of public harm which may be involved, and
the moral quality of the conduct of the parties in light of the prevailing standards of the community.
Dunlin v. Boskey (2000) 82 Cal.App.4th 171, 183. | 7

Confusion regarding California’s movement to legalize marijuana use and sale has existed for
decades as it has navigated through confliction with federal laws. California adopted Proposition 215,
the Compassionate Use Act of 1996 (CUA), which provided the right to obtain and use marijuana for
medical purposes. See Plaintiff’s Request for Judicial Notice (“RJN”), filed herewith, at Exhibit A and
Exhibit B. California’s medical marijuana law was expanded by SB 420, the Medical Marijuana
Protection Act, on January 1, 2004 See RIN at Exhibit C. In 2008, the California Attorney General’s
office issued additional guidelines for medical marijuana enforcement and explaining explained its
interpretation of SB 420 and Prop 215. See RIN at Exhibit D. The guidelines noted that storefront
“dispensaries” were not explicitly recognized by state law, but that a “properly organized collective or
cooperative” may legally dispense medical marijuana through a storefront provided it complied with

certain conditions. Id. In 2015, California’s legislature enacted the Medical Cannabis Regulaﬁon and
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Safety Act (“MCRSA”), which provided a licensing and regulatory system for medical marijuana
businesses and established permitting for marijuana cultivation and dispensaries. See RIN at Exhibit
E. The Adult Use of Marijuana Act (“AUMA” or “Prop 64”) was passed in 2016 and, among other
things, provided that retail recreational marijuana would become legal beginning on January 1, 2018.

See RIN at Exhibit F. On June 17, 2017, SB 94, entitled the Medical and Adult-Use Cannabis

‘Regulation and Safety Act (“MAUCRSA”™), was approved providing additional regulations regarding

the cultivation, distribution, transport, storage, manufacturing, processing and sale of non-medical
marijuana and marijuana products for adults over the age of 21. See RIN at E}Khibit G. California Civil
Code §1550.5 became effective on J anuary 1, 2018. See RIN at Exhibit H and Exhibit I.

With the progression of legislation ultimately leading to the legalization of recreational cannabis
in California, the legislation must have intended that parties could engage in enforceable contractual
relations regarding marijuana, otherwise the above legislation would be rendered meaningless. For
example, how would medical marijuana and/or recreational marijuana businesses including, but not
limited to, cooperatives, be able to enforce contracts with legal vendors for thé purchase of product to
sell to the public if the contracts were unenforceaﬁle. Unfortunafely, the legislation did not adapt its
contract laws at the same pace as it enacted the cannabis laws.

While the lack of legal clarity at thé federal 1¢Vel causes some confusion to the issue, Civil Code
§1550.5(b) exiaressly states that “[n]otwithstanding any law, inclﬁding, . .. federal law, commercial
activity relating to medicinal cannabis or adult-use cannabis . . . shall be deemed to be all of the
following: (1) A lawful object of a contract. (2) .Not contrary to, an express provision of law, any policy
of express law, or good morals. (3) Not against public policy.” This is an explicit endorsement by the
Legislature that ownership and transfer of that ownership is permitted and encouraged in the state,
regardless of federal law. There can be no clearer sign that the Settlement Agreement should not be
voided. | '

Malan’s only counter is that Civil Code §1550.5(b) was only effective January 1, 2018, before
the Settlement Agreement was signed. However, the law that created Civil Code §1550.5(b) was passed
by the Legislature in A.B. 1159 (2017-2018) and was chaptered by the Secretary of State on October 6,
2017. See RIN at Exhibit H Even if the law may only been effective on January 1, 2018, the law

cbnﬁrming the legislative intent to specifically provide that contracts related to legal cannabis
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operations are not deemed illegal in California- was fundamentally changed one month before the
signing of the Settlement Agreement. Attempting to negate this contract because it was two months too
early ignores the changing circumstances in California and the direct intent of the Legislature to catch
contract law up with the continued legalization of cannabis. This also distinguishes the instant case
from Bovard, supra, which was decided in 1988, before California permitted even medical marijuana
use. Here, Razuki and Malan entered into this agreement as soon as the Legislature declared its intent
confirming that cannabis related contracts are legal and enforceable. Voiding the contract now would
be contrary to the legislative intent. Of note, there is not a single case yet decided interpreting Civil
Code §1550.5(b).

Malan also contends that the agreement is illegal because it allows the parties to collect profits
from the entities. First, none of the Partnership Assets listed in the Settlement Agreement are non-profit
entities. Rather, the entities are management companies and property owners, all of which are legally
permitted or licensed to make profits from the sale of cannabis. Second, this language does not make
the businesses illegal. The agreement just uses “catch-all” language that clériﬁes how any potential
profits would be distributed. Merely stating that the parties will split profits does not magically
transform a non-profit company into a for-proﬁt company. '

2. Even If the Court Finds the Contract Is Contrarv to Public Policy, the Court
Should Still Enforce If.

The rule that illegal contracts must be voided is the general rule with multiple exceptions. The
exceptions to the general rule “are intended to prevent the guilty party from reaping the benefit of his
wrongful conduct, or to protect the public from the future consequences of an illegal contract.” Tri-Q,
Inc. v. Sta-Hi Corp. (1965) 63 Cal.2d 199, 218. The Court should look to (1) whether the public would
be protected if the contract is terminated, (2) whether there is serious moral turpitude, (3) whether the
defendant is more at fault, and (4) where the defendant would be unjustly enriched if the contract is
voided. Id.; see also Asdourian v. Araj (1985) 38 Cal.3d 276, 292 and Southfield v. Barrett (1970) 13
Cal.App.3d 290, 294.

First, the public will not be “protected” if the contract is voided. This case presents the unique
situation where the contract became expressly legal just two months after signing. Any legal issues that

may have existed with the marijuana business no longer exist.
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Second, there is no serious moral turpitude involved. The entities involved in the Settlement
Agreement have not been accused of any crimes or morally questionable behavior. T he Legislature has
actually declared that this activity is “not contrary to, an express provision of law, any policy of express .
law, or good morals.” Civil Code §1550.5(b). Furthermore, the Settlement Agreement is just a
reorganization of partnership assets. If anything, the Settlement Agreement promoted more
transparency by formalizing Razuki and Malan’s oral agreement.

Third, Malan is the party more at fault. Both parties acquired their interests in the assets over
the years of their partnership. The Settlement Agreement merely attempted to put structure to the
multiple partnership assets of the parties. However, Malan intentionally delayed performance to stop
any entities from being in Razuki or RM Holdings’ name. Malan is also the party ignoring the oral
agreement in order to steal these assets from Razuki.

| Finally, Malan will undoubtedly be unjustly enriched if the agreement is voided. As Razuki has
explained, he has invested roughly $5 million into this business. See Suppl. Razuki Decl. dated August
12, 2018 at §§ 27-73. Voiding this agreement would be essentially gifting Malan these assets and not

in the interests of justice and equity.

3. Alternatively, the Court Can Simply Sever Out Portions of the Contract it Deems
To Be Illegal. ' ' :

If the court deems that a portion of the contract is illegal, then the court can elect to sever only
the illegal portions of the contract. Armendariz v. Foundation Health Psychcare Services, Inc. (2000)
24 Cal.4th 83, 123-124. The California Supreme Court has stated there are two reason for severing out
the illegal portions of a contract instead of deciding to void the entire contract. The first “is to prevent
parties from gaining undeserved benefit or suffering undeserved detriment as a result of voiding the
entire agreement.” Id. citing Birbrower, Montalbano, Condon & Frank v. Superior Court (1998) 17
Cal.4th 119, 137, as modified (Feb. 25, 1998). Second, the Court should always attempt to conserve a
contractual relationship when possible. Id. citing Werner v. Knoll (1948) 89 Cal.App.2d 474, 476-477.
Moreover, courts have the capacity to cure the unlawful contract through severance or restriction of the
offending clause. Id. Whether a contract is entire or separable depends upon its language and subject
matter, and this question is one of construction to be determined by the court according to the intention

of the parties. If the contract is divisible, the first part may stand, although the latter is illegal. Id. citing
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Keene v. Harling (1964) 61 Cal.2d 318, 320321, 38 Cal Rptr. 513, 392 P.2d 273

Here, the Settlement Agreement requires the parties to transfer ownership in four LLCs holding
title to real property (SD United, Mira Este, Roselle, and Sunrise Property Investments, LLC
(“Sunrise™)), one management company (Flip) and one operator of a medical marijuana dispensary
(Super 5 Consulting Group, LLC (“Super 5”)). The assets and their functions are clearly defined in the
recitals of the Settlement Agreement. If the Court finds that transferring ownership of a marijuana
dispensary in November 2017 is illegal, the most appropriate action would be to strike any mention of
Super 5 from the Settlement Agreement. There is nothing illegal/wrong with owning or transferring an
interest in an LLC that owns real property or provides management services.

Furthermore, just severing a portion of the contract would serve the interests of justice by
prevent Malan from receiving an undeserved benefit. As explained in the Suppl. Razuki Decl. dated
August 12, 2018 at §f 27-73, Razuki provided all the money for all of the Partnership Assets. He was
the one who either provided the cash down payments or had the credit/assets to secure additional loans.
The Declaration of Joseph Salas, which was filed with Razuki’s supplemental briefing on August 13,
2018, conﬁrm that Razuki was the reason they were willing to lend money to these entities. Voiding

the entire contract would allow Malan to essentially steal roughly $5 million from Razuki.

F. Neither Plaintiff Nor SoCal Has Any “Iliegal Arrangement” With Receiver Mike Essary.

Malan accuses Plaintiff of having an “illegal arrangement” with the Receiver. See Malan’s Ex
Parte Application at 10:7-10. This is a red-herring and an attempt to deflect the Court from Defendants’
bad acts. In fact, nothing could be farther from the truth and Malan presents not a single shred of evidence
to support this. At the July 17™ Ex Parte and in their supporting papers, Plaintiff’s counsel made it clear
to the Court, as stated above, that it wanted the receiver, in part, so that that he could return the businesses
to the pré—July 10" status quo by reinstating SoCal as the operator of the Marijuana Operations pursuant
to the three management service anci option agreements that SoCal had entered into for each of the Balboa
Dispensary, the Mira Este Operations and the Roselle Operation (collectively, the “Management

Agreements”). Suppl. Griffin Dec. at §15. The Receiver was not entering into an illegal arrangement

with_Plaintiff but simply honoring the pre-Receivership Management Agreements that had been

entered into between Defendants Malan and Chris Hakim and SeCal. 1d. Moreover, the Receiver has
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every right to terminate SoCal as opefator in the future so long as SoCal is truly in default of the
Management Agreements and he conforms to the termination requirements of each of the Management
Agreements which Plaintiff is informed and believes Defendants never did despite their assertions
otherwise. Id.

G. Defendants Continue to Enter Into Additional Management Agreements Related to the
Marijuana Operations Despite Prior Management Agreements with SoCal.

One of the main issues in this case is whether Defendants were authorized and/or properly

terminated the Management Agreements with SoCal. Despite this, on July 31, 2018, THE VERY SAME

DAY that Defendants argue the receivership was vacate, Hakim negotiated an agreement with another
manager, Synergy Management Partners, LLC (“Synergy”), which began managing the Mira Este
Operation on August 3, 2018. See Suppl. Griffin Dec. at Exhibit 7 (the Hakim Dec.), §10. The
management agreement was reduced to writing on August 10, 2018. Id.; see also Hakim Dec. at Exhibit
2. What Hakim’s Dec. fails to mention is that the Synergy management agreement also includes the intent
of Defendants to “negotiate a definitive” long-term agreement within the management agreement’s term
of ninety (90) days. See Griffin Dec. at Exhibit 7 (Hakim Dec.), Exhibit 2, Sections 1.7 and 2.1. The
existence of two contlicting contracts for the same purpose and during the same time period, one of which
is already at issue in this lawsuit by way of SoCal’s Complaint-In-Intervention, obviously exposes Plaintiff
and Defendants to liability and a risk of additional lawsuits.

IT.
CONCLUSION

Ba’sed on the foregoing and its previously submitted papers, Plaintiff respectfully requests that
the Court (i) confirm Mr. Essary as the Receiver over the defendant entities, (ii) grant a preliminary
injunction in furtherance of the receivership or, alternatively, maintain the TRO and set an OSC as to
why a preliminary injunction should not be granted; and, (iii) deny Malan’s Ex Parte Application to
Vacate the Receivership. |

Dated: August 17,2018 LAW OFFICES OF STEVEN A. ELIA,
APC

By:

Maura Griffin, Attorneys for Plaintiff
Salam Razuki
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Charles F. Goria, Esq. (SBN68944)
GORIA, WEBER & JARVIS

1011 Camino del Rio South, Suite 210

San Diego, CA 92108
Tel.:  (619) 692-3555
Fax: (619)296-5508

Attorneys for Defendant CHRIS HAKIM

SUPERIOR COURT OF THE STATE OF CALIFORNIA

COUNTY OF SAN DIEGO, CENTRAL DIVISION

SALAM RAZUK]I, an individual
 Plaintiff

vs o , :

NINUS MALAN, an individual; CHRIS

HAKIM, an individual; MONARCH .

MANAGEMENT CONSULTING, INC.,

California corporation; SAN DIEGO

UNITED HOLDINGS GROUP,LLC, a

California limited liability company; FLIP

MANAGEMENT, LLC, a California limited

liability company; MIRA ESTE _
PROPERTIES LLC, a California limited

liability company; ROSELLE PROPERTIES, -

LLC, a California limited liability company;
BALBOA AVE COOPERATIVE, a
California nonprofit mutual benefit
corporation; CALIFORNIA CANNABIS
GROUP, a California nonprofit mutual - _
benefit corporation; DEVILISH DELIGHTS,
INC. a California nonprofit mutual benefit
corporation; and DOES 1-100, inclusive;

Défendants.

I/C Judge:

Case No.: 37-2018-00034229-CU-BC-CTL

(Unlimited Civil Action)

DEFENDANT CHRIS HAKIM’S
MEMORANDUM OF POINTS AND
AUTHORITIES IN OPPOSITION TO

APPLICATION FOR PRELIMINARY

INJUNCTION FOR APPOINTMENT OF
RECEIVER :

Hearing Date: September 7, 2018
Time: 1:30 PM '

Dept.: C-67 S
: Hon, Eddie C. Stmfgeon

' Complamt Flled July 10, 2018
Trial Date

Not Set

IMAGED FILE

Hakim.Opposition.Receiver.Points. Authorities
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See, also, Russell v. United Pacific Ins. Co. 214 Cal.App.2d 78 (In determining the
amount of damages to be allb‘wed- on dissolution of an injunction restraining one from exercising
acts ownership over his real property, the parties are entitled to such damages as are the neceséary
and proximate result of such deprivation.); and Surety Sav. & Loan Assn. v. National Automobile
& Cas. Ins. Co. (Cal. App. 4th Dist. June 12, 1970) 8 Cal. App. 3d 752 (The damage recoverable
under an injunction bond is for all loss proximately resulting from the injuncﬁbn; although often
difficult to measure accurately, it should furnish just and reasonable compensation for the loss
sustained.) '

In the present cése, it is probable that the Mira Este Facility will become insolvent if the
recelvershxp is continued over it. In particular, under the sublicense agreement between MEP and
Edlpure, MEP is required to provide certain services as outlmed in the declaration of Jerry Baca,
including security, staffing, testing, maintenance, and the like, This overhead i is m addition to the
debt service, which, together with property taxes and insurance alone, consume all of Edipure's
monthly payment of $30,000. Simply put, it is likely that the Mira Este Facility will soon become

insolvent if a receiver remains in place. Given that likely result, a bond commensurate with the

value of the Mira Este Facility is appropriate.

It is respectfully requested that the foregoing points and authorities mandate the denial of
plaintiff's request for a preliminary injunction for the appointment of a receiver in that:

(1) The court should not appoint a receiver in this action because an appointment would
be an abuse of discretion in that the Mira Este Facility is likely to be lrreparably damaged if the

receiver remains in place, and injunctive relief in the form of orders to protect plaintiff's interest

13
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3990 Old Town Ave, Ste A-112
San Diego, CA 92110

AUSTINLEGAI‘GROI}P’APC T

Steven W. Blake, Esq., SBN 235502
Andrew W. Hall, Esq,, SBN 257547
Daniel Watts, Esq. S N 277861
GALUPPO & BLAKE

A Professional Law Corporation
2792 Gateway Road, Suite 102
Carlsbad, California 92009

Phone: §760; 431-4575

(=Y

Fax: (760) 431-4579

iGina M. Austin (SBN 246833) ,

\E-mail: gaustin@austinlegalgroup.com
amara M. Leetham (SBN 234419)

IB-mail: tamara@austinlegalgroup.com

{AUSTIN LEGAL GROUP, APC

13990 Old Town Ave, Ste A-112

San Diego, CA 921 10

Phone:; (619) 924-9600

%i acsimile: (619) 881-0045

\OOO\IO\M-'F-WN

10
11 |Attorneys for Defendants
inus Malan, San Diego United Holdings Group
12 alboa Ave Cooperative, California Cannabis Group T
13 SUPERIOR COURT OF THE STATE OF CALIFORNIA
COUNTY OF SAN DIEGO- CENTRAL DIVISION
14 | \ T
5] Ty
16 | SALAM RAZUKI, an individual, CASE NO. 37-2018-00034229-CU-BC-CTL
17 Plaintiff, DEFENDANTS NINUS MALAN, SAN
DIEGO UNITED HOLDINGS GROUP,
18 vs. BALBOA AVE COOPERATIVE,
19| NINUS MALAN, an individual; CERls |  CALIFORNIA CANNABIS GROUR, AND
HAKIM. an individual: MONARCH FLIP MANAGEMENTS SUPPLEMENTAL
20 | MANAGEMENT CONSULTING, INC,,a | MEMORANDUM OF POINTS AND
California corporation; SAN DIEGO AUTHORITIES IN SUPPORT OF ORDER
21 | UNITED HOLDINGS GROUP, LLC, a VACATING RECEIVERSHIP
- California limited liability coxflpany; FLIP :
MANAGEMENT, LLC, a California IMA ILE
53 limited habl%lgy companyalll{ff)SELlLE o [IMAGED F 1 o
PROPERT. LLC, a California limit
habxllty company; B ALBO A AVE Judge Hon. Eddle C. Sturgeon
24 | COOPERATIVE, a California nonprofit | Date: St’»ptfmrﬂwrv7 2018
mutual benefit corporation; CALIFORNIA | Dept.: C-67 1 -
25 § CANNABIS GROUP, a California Time: 1:30 pm.
' nonprofit mutual benefit corporation;
26 | DEVILISH DELIGHTS, INC. a California | Tyial Date: Not Set
nonprofit mutual benefit corporation; and -
27 | DOES 1-100, inclusive;
28 Defendants.

Defendants Third Supp. Points & Authorities In Support Of Prior §11hng E'I‘To—Vacate Receiver
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3990 Old Town Ave, Ste
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AUSTIN LEGAL GROUP,

" s s Vl- ,,,,,,,,, CONCLUSION ,,,,,,,, ISP USSP S .

V.  BOND SHOULD BE SET AT THE VALUE SOCAL ASCRIBED TO THE OPTION

As the Coutt can see from the reams of paper and multiple hearings, there are serious
contested 1ssues of material fact. The volume of paper and evidence presented is akin to a motxon

for summary Judgment or even a trial. The Malan Defendants have attempted to focus their

'arguments on the lack of merit to the receivership argument and the extreme harm SoCal had

wasteful operatlon by SoCal. SoCal cannot and should be let back in. Razuki has no right to be
let in and the Malan Defendants strenuously object to any equitable relief. To the extent the :
Court contemplates a remedy, an accounting would accomphsh transparency. For all of the

foregoing, 1 the Malan Defendants respectﬁxlly request the Court affirm Judge Strauss’ declsxon to

vacate the reoelvershlp on July 31, 2018.

STIN LEGAL GROUP, APC "~ ARy

Dated September-'-t 2018

Gma Austin/Tamara Leetham L
Attorneys for Defendants Ninus Malan, San
Diego United Holdings Group, LLC, Flip
Management, LLC, Balboa Ave Cooperatwe,
California Cannabis Group, Devilish o
Delights, Inc.

Defendants Second Supp. Points & Authori upport Of Prior Ruling To Vacate Receiver
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From: calsur@aol.com

To: Maura Grifin
Subject: Fwd: Your 11/28 correspondence to receiver
Date: Thursday, November 29, 2018 1:11:31 PM

From: gaustin@austinlegalgroup.com

To: calsur@aol.com, chasgoria@gmail.com, mahoney@wmalawfirm.com
Cc: rgriswold@griswoldlawsandiego.com, tamara@austinlegalgroup.com
Sent: 11/29/2018 10:45:30 AM Pacific Standard Time

Subject: RE: Your 11/28 correspondence to receiver

Good morning,

We are looking into the suspension. It appears to be a very recent suspension based upon
failure to pay state taxes. However, we have a call into the state to determine the amount
needed for re-instatement.

Gina

From: calsur@aol.com [mailto:calsur@aol.com]

Sent: Thursday, November 29, 2018 9:13 AM

To: chasgoria@gmail.com; mahoney@wmalawfirm.com
Ce: rgriswold@griswoldlawsandiego.com; Austin, Gina
Subject: Re: Your 11/28 correspondence to receiver

Chuck,

Red and 1 are reviewing both emails. However, I've copied Gina on this since your statement about the
suspended status of CCG really concerns me! This is the first I have heard anything about this - Gina, can
you investigate and elaborate asap please? ‘

Thank you

Mike
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In a message dated 11/29/2018 8:09:20 AM Pacific Standard Time,
chasgoria@gmail.com writes:

Dear Mr. Mahoney:

I am in receipt of your November 28, 2018 email to Mike Essary and
Richardson Griswold. You copied Ms. Austin and Ms. Latham, but you
did not send a copy to me. I suspect the reason is that ybu knew I

would have objections to the Cream of the Crop agreement.

The proposed agreement that you presented to the receiver does not
even include Mira Este as a party, even though Mira Este is the owner
of the fécility and must agree on any type of lease, assignment, or
sublease to allow Cream of the Crop to access the premises. Secondly,
and more importantly, the deal is a "far cry" from the earlier deal
negotiated between the parties. That deal called for the payment of
$50,000 per month as against 10% of the net profits. The deal that you
are presenting calls for only $30,000 per month as against 5% of the

profits.

Finally, I might add that it appears that California Cannabis Group is
now in a suspended status, and as such, is not allowed to transact

business or enter into agreements such as the one you are proposing.

In any event, please include me on any further emails that in any way

involve Mira Este Properties LLC or the facility.
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Sincerely,

Chuck Goria

Charles F. Goria, Esq.

Goria, Weber & Jarvis

1011 Camino del Rio South, #210
San Diego, CA 92108

Tel.: 619-692-3555

Fax: 619-296-5508

Email: chasgoria@gmail.com

CAEI

0179

e Seem




	Vol. 1-Table of Contents
	Exhibit A-9/26/2018 Order
	Exhibit B-Notice of Appeal-Malan et al.
	Exhibit C-Notice of Cross-Appeal-Hakim et al
	Exhibit D-8/28/2018 TRO
	Exhibit E-Motion to Set Bond on Appeal
	Exhibit F-Hakim Dec. ISO Motion to Set Bond
	Exhibit G-Opposition to Motion to Set Bond



