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Steven W. Blake, Esq., SBN 235502
Andrew W. Hall, Esq., SBN 257547
Daniel Watts, Esq. SBN 277801
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

SUPERIJOR COURT OF CALIFORNIA, COUNTY OF SAN DIEGO

CENTRAL DivISION

SALAM RAZUKI, an individual,
Plaintift,

V8.

NINUS MALAN, an individual; MONARCH
MANAGEMENT CONSULTING, INC., a
California corperation; SAN DIEGO UNITED
HOLDING GROUP, LLC, a California limited
liability company; MIRA ESTE
PROPERTIES, LLC, a California limited
liability company; ROSELLE PROPERTIES,
LI.C, 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. 1 am over the age of 18 and not a party to this
action. My business address is 2792 Gateway Road, Suite 102, Carlsbad, California 92009.

On September 20, 2018, I served the foregoing document(s) in this action described as:

VERIFIED CROSS-COMPLAINT

PROOF OF SERVICE
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addressed as follows:

Attorneys for Plaintiff
Steven A. Elia
Maura Griffin
James Joseph
Law Offices of Steven A. Elia, APC
2221 Camino Del Rio South, Suite 207
San Diego, CA 92108
steve(@elialaw.com

Attorneys for Plaintiffs-in-Intervention
Robert E. Fuller
Zachary E. Rothenberg
Salvatore J. Zimmitti
NELSON HARDIMAN LLP
11835 West Olympic Boulevard, Suite 900
Los Angeles, CA 90064
ZRothenberg@NelsonHardiman.com

Attorneys for Defendant Chris Hakim
Charles F. Goria, Esq.

GORIA, WEBER & JARVIS
1011 Camino del Rio South, Suite 210
San Diego, CA 92108
Chasgoria@gmail.com

VIA ELECTRONIC FILING SERVICE: Complying with Code of Civil Procedure
section 1010.6, my electronic business address is lkoller@galuppolaw.com and I caused
such document(s) to be electronically served through the e- service system for the above
entitled case to those parties on the Service List maintained on its website for this case.
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.

STATE I declare under penalty of perjury under the laws of the State of California
that the above is true and correct,

Executed on September 20, 2018 at Carlsbad, California

ff*/( Q/{

mda M. Koller

PROOF OF SERVICE
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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 Old Town Ave, Ste A-112

San Diego, CA 92110

Phone: (619) 924-9600

Facsimile: (619) 881-0045

Attorneys for Defendant
San Diego United Holdings Group, LLC

SUPERIOR COURT OF CALIFORNIA
COUNTY OF SAN DIEGO

SALAM RAZUKI, an individual; CASE NO. 37-2018- 00034229-CU-BC-CTL

Plaintiff, ANSWER TO COMPLAINT-IN-
INTERVENTION BY DEFENDANT SAN
V. DIEGO UNITED HOLDINGS GROUP,
LLC
NINUS MALAN, an individual; CHRIS Complaint Filed: June 7, 2017
HAKIM, an individual;: MONARCH Trial Date: Not Set

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.
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AND RELATED COMPLAINT-IN-
INTERVENTION

Defendant San Diego United Holding Group, LLC (“Defendant”) hereby submits its
answer to the Complaint-In-Intervention of Intervenors SoCal Building Ventures, LLC and San
Diego Building Ventures, LLC ("Plaintiffs"):

Pursuant to the provisions of Code of Civil Procedure section 431.30, Defendant generally
and specifically denies each, every, and all of the allegations in the Complaint, including each and
every purported cause of action contained therein. Defendant further denies that Plaintiffs have
or will sustain damages in an amount alleged or in any amount whatsoever.

AFFIRMATIVE DEFENSES

Defendant alleges the following defenses as separate and distinct affirmative defenses to
the Complaint-In-Intervention, and to each and every cause of action stated therein, but in
asserting these defenses, Defendant does not assume the burden of proof as to matters that are
Plaintiffs burden to prove.

FIRST AFFIRMATIVE DEFENSE

1. As a first, separate, and affirmative defense to the Complaint-In-Intervention on
file herein, the answering Defendant alleges that Plaintiffs’ unverified Complaint-In-Intervention,
in its entirety, nor any purported cause of action set forth therein, alleges facts sufficient to
constitute a cause of action against the answering Defendant.

SECOND AFFIRMATIVE DEFENSE

2. The causes of action alleged against Defendant are barred by each and every
applicable statute of limitations, including, but not limited to Code of Civil Procedure section
339.

THIRD AFFIRMATIVE DEFENSE

3. As a third, separate, and affirmative defense to the unverified Complaint-In-
Intervention on file herein, the answering Defendant alleges that he has incurred damages by

reason of Plaintiffs’ conduct and that it has the right of offset of any amount of monies owed to
2

ANSWER TO COMPLAINT-IN-INTERVENTION BY DEFENDANT SAN DIEGO UNITED HOLDINGS GROUP, LLC

4208




AUSTIN LEGAL GROUP, APC

3990 Old Town Ave, Ste A-112

San Diego, CA 92110

© 00 N o o B~ w NP

N N N N N NN NN P B R R R R R R R,
o ~N o OB~ W N P O © 0O N o o~ w N - O

Plaintiff by way of damages.
FOURTH AFFIRMATIVE DEFENSE

4, As a fourth, separate, and affirmative defense to the unverified Complaint-In-
Intervention on file herein, the answering Defendant is informed and believes, and on such
information and belief, alleges that Plaintiffs are engaged in conduct that constitutes waiver of its
rights. By reason of such waiver, the answering Defendant is excused from the performance of
the obligation of the alleged contract.

FIFTH AFFIRMATIVE DEFENSE

5. As a fifth, separate, and affirmative defense to the unverified Complaint-In-
Intervention on file herein, this answering Defendant is informed and believes, and on such
information and belief, alleges that by reason of Plaintiffs’ conduct which constitutes a breach of
contract, tortious conduct, waiver, unclean hands, and laches, Plaintiffs are estopped to assert any
right of relief.

SIXTH AFFIRMATIVE DEFENSE

6. As a sixth, separate, and affirmative defense to the unverified Complaint-In-
Intervention on file herein, the answering Defendant is informed and believes, and on such
information and belief, alleges that Plaintiffs breached its contract, if any, with Defendant and by
reason of such breach of contract, the answering Defendant has been excused of any duty it may
have had to perform any obligation set forth in any agreement with Plaintiffs, if there be such an
agreement.

SEVENTH AFFIRMATIVE DEFENSE

7. As a seventh, separate, and affirmative defense to the unverified Complaint-In-
Intervention on file herein, the answering Defendant alleges that Plaintiffs’ actions constituted a
full release by Plaintiffs of any and all claims which they may have had against the answering
Defendant.

\\
\\

\\
3
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EIGHTH AFFIRMATIVE DEFENSE

8. As an eighth, separate, and affirmative defense to the unverified Complaint-In-
Intervention on file herein, the answering Defendant alleges that Plaintiffs herein, and each and
every cause of action contained in the unverified Complaint-In-Intervention, is barred because
Plaintiffs have engaged in acts and courses of conduct which render them in pari delicto.

NINTH AFFIRMATIVE DEFENSE

9, As a ninth, separate, and affirmative defense to the unverified Complaint-In-
Intervention on file herein, the answering Defendant alleges that Plaintiffs herein, and each and
every cause of action contained in the unverified Complaint-In-Intervention, is barred by reason
of acts, omissions, representations, and courses of conduct by Plaintiffs, by which the answering
Defendant was led to rely on to its detriment, thereby barring each and every cause of action
under the Doctrine of Equitable Estoppel.

TENTH AFFIRMATIVE DEFENSE

10.  Asatenth, separate, and affirmative defense to the unverified Complaint-In-
Intervention on file herein, the answering Defendant alleges that its full performance of any
agreement or act required of it, if there be such agreements or acts, fulfills all its duties and
obligations to Plaintiffs, if any there be, contractual, fiduciary, or other, and no other duty or
obligation to Plaintiffs remains on behalf of the answering Defendant.

ELEVENTH AFFIRMATIVE DEFENSE

11. As an eleventh, separate, and affirmative defense to the unverified Complaint-In-
Intervention on file herein, the answering Defendant alleges that at all times material herein,
Plaintiffs failed and neglected to mitigate their damages so as to reduce and/or diminish their
claim.

TWELFTH AFFIRMATIVE DEFENSE

12.  As atwelfth, separate, and affirmative defense to the unverified Complaint-In-
Intervention on file herein, the answering Defendant alleges that Plaintiffs, by their acts, conduct
and/or omissions, have ratified the acts, conduct and omissions, if any, of the answering

Defendant; therefore, Plaintiffs are barred from seeking any relief from the answering Defendant.
4

ANSWER TO COMPLAINT-IN-INTERVENTION BY DEFENDANT SAN DIEGO UNITED HOLDINGS GROUP, LLC

4210




AUSTIN LEGAL GROUP, APC

3990 Old Town Ave, Ste A-112

San Diego, CA 92110

© 00 N o o B~ w NP

N N N N N NN NN P B R R R R R R R,
o ~N o OB~ W N P O © 0O N o o~ w N - O

THIRTEENTH AFFIRMATIVE DEFENSE

13.  Asathirteenth, separate, and affirmative defense to the unverified Complaint-In-
Intervention on file herein, the answering Defendant alleges that Plaintiffs did not reasonably rely
upon any alleged misrepresentations or nondisclosures of material facts made by the answering
Defendant; therefore, Plaintiffs are barred from seeking any affirmative relief against the
answering Defendant.

FOURTEENTH AFFIRMATIVE DEFENSE

14.  As afourteenth, separate, and affirmative defense to the unverified Complaint-In-
Intervention on file herein, the answering Defendant alleges that Defendant is not liable in the
capacity in which it has been sued in that at all times it was exercising the best business judgment
and cannot be held liable for its acts, actions or omissions pursuant to the Business Judgment
Rule.

FIFTEENTH AFFIRMATIVE DEFENSE

15.  As afifteenth, separate, and affirmative defense to the unverified Complaint-In-
Intervention on file herein, the answering Defendant alleges that without conceding that any
damages are owed to Plaintiffs, which supposition is made solely for the purposes of this
affirmative defense, Defendant is informed and believes and thereon alleges that any damage or
loss proven to have been sustained by Plaintiffs is as a direct and approximate result of the
independent acts and unlawful conduct of Plaintiffs and/or third parties or their agents or
employees, not foreseen by any act or admission on the part of Defendant. By reason thereof, any
right of recovery of Plaintiffs from Defendant should be reduced by that amount which the fault
of the persons or entities other than Defendant contributed to any of the damages allegedly
sustained by Plaintiffs.

SIXTEENTH AFFIRMATIVE DEFENSE

16.  As asixteenth, separate, and affirmative defense to the unverified Complaint-In-
Intervention on file herein, the answering Defendant alleges that if any damage and/or breach
complained of by Plaintiffs has occurred, such damage and/or breach was the sole result of the

actions and/or inactions of Plaintiffs, alone or in the conjunctive, all in breach of their obligations
5
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to Defendant, and is not the result of any action, or inaction, on the part of Defendant.

SEVENTEENTH AFFIRMATIVE DEFENSE

17. As a seventeenth, separate, and affirmative defense to the unverified Complaint-
In-Intervention on file herein, the answering Defendant alleges that at the times and places
mentioned in the Complaint-In-Intervention, Plaintiffs acted carelessly, wantonly, recklessly and
negligently so as to have themselves be the proximate cause of any breach, damage or injury
alleged in the Complaint-In-Intervention.

EIGHTEENTH AFFIRMATIVE DEFENSE

18.  Asan eighteenth, separate, and affirmative defense to the unverified Complaint-In-
Intervention on file herein, the answering Defendant alleges that Defendant is informed and
believes and thereon alleges that each and all of the alleged rights, claims and obligations which
Plaintiffs seek by way of the Complaint-In-Intervention have been released.

NINETEENTH AFFIRMATIVE DEFENSE

19.  Asanineteenth, separate, and affirmative defense to the unverified Complaint-In-
Intervention on file herein, the answering Defendant alleges that Plaintiff is barred from relief
sought by the FAC in that the equities do not preponderate in favor of Plaintiff, but rather in favor
of Defendant.

TWENTIETH AFFIRMATIVE DEFENSE

20.  Asatwentieth, separate, and affirmative defense to the unverified Complaint-In-
Intervention on file herein, the answering Defendant alleges that each and all of the alleged rights,
claims and obligations which Plaintiffs seek by way of its Complaint-In-Intervention against
Defendant is not enforceable pursuant to Civil Code section 1439 for Plaintiffs’ failure to perform
all obligations on its part to be performed, including as to contracts or agreements, if any, with
Defendant.

TWENTY-FIRST AFFIRMATIVE DEFENSE

21.  Asatwenty-first, separate, and affirmative defense to the unverified Complaint-In-
Intervention on file herein, the answering Defendant alleges that there was a failure of

consideration.
6
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TWENTY-SECOND AFFIRMATIVE DEFENSE

22.  Asatwenty-second, separate and affirmative defense to the unverified Complaint-
In-Intervention on file herein, the answering Defendant alleges that a claim for conversion is
improper because Plaintiff cannot identify the sum owed.

TWENTY-THIRD AFFIRMATIVE DEFENSE

23.  Asatwenty-third, separate and affirmative defense to the unverified Complaint-In-
Intervention on file herein, the answering Defendant alleges that Plaintiffs lack standing to bring
their claims as to all or a portion of the claims alleged in the Complaint-In-Intervention.

TWENTY-FOURTH AFFIRMATIVE DEFENSE

24.  As atwenty-fourth, separate and affirmative defense to the unverified Complaint-
In-Intervention on file herein, the answering Defendant alleges that Defendant presently has
insufficient knowledge or information to form a belief as to whether there are additional, as of yet
unstated, affirmative defenses available. Defendant, therefore, reserves the right to assert
additional affirmative defenses in the event discovery indicates such would be appropriate

PRAYER

WHEREFORE, having fully answered the Complaint-In-Intervention, Defendant prays as
follows:

1. That Plaintiffs take nothing by way of the Complaint-In-Intervention;

2 For reasonable expenses, including attorneys fees;

3. For costs of suit incurred herein;

4 For such other and further relief as the Court may deem just and proper.

DATED: September 21, 2018 AUSTIN LEGAL GROUP, APC

By: 72»/*7- %

Gina Austin/Tamara Leetham
Attorneys for Defendant San Diego United
Holdings Group, LLC

7
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iGina M. Austin (SBN 246833)

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

3990 Old Town Ave, Ste A-112

San Diego, CA 92110

Phone: (619) 924-9600

Facsimile: (619) 881-0045

Attorneys for Defendant
Ninus Malan

SALAM RAZUKI, 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;

nonprofit mutual benefit corporation; and
DOES 1-100, inclusive,

Defendants.

DEVILISH DELIGHTS, INC., a California

AND RELATED COMPLAINT-IN-
INTERVENTION

"
i

SUPERIOR COURT OF CALIFORNIA
COUNTY OF SAN DIEGO, CENTRAL DIVISION

CASE NO. 37-2018-00034229-CU-BC-CTL
PROOF OF SERVICE
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Salam Razuki v. Ninus Malan
Case No. 37-2018-00034229-CUOBC-CTL
PROOF OF SERVICE
(Code Civ. Proc., §§ 1013a, 2015)
SERVICE LIST

I, Djuana Woods, declare that I am over the age of 18 years and am not a party to the case;
I am employed in San Diego County, California, where the service occurs; and my business address
is Austin Legal Group, APC, 3990 Old Town Ave, Ste A-112, San Diego, California, 92110.

On September 21, 2018, I served the following on the interested parties in this action as
stated below:

ANSWER TO COMPLAINT-IN-INTERVENTION BY DEFENDANT SAN DIEGO
UNITED HOLDINGS GROUP, LLC

I BY MAIL: as follows: (SEE ATTACHED SERVICE LIST)

1] By Placing a copy thereof in a sealed envelope addressed as follows:

[  Iamreadily familiar with the business’ practice for collection and
processing of correspondence for mailing with the United States Postal Service; and that the
correspondence shall be deposited with the United States Postal Service via First Class Mail on
that same day in the ordinary course of business.

[1 BY PERSONAL SERVICE: as follows:

1 By personally delivering a copy thereof addressed as follows:

[X] VIA E-SERVICE — ONE LEGAL ATTORNEY SERVICE TO THE FOLLOWING:

I caused such document(s) to be served on the following person via email through One Legal.
See attached service list

(1 BY ELECTRONIC MAIL: pursuant to agreement of the parties

[1 BY FACSIMILE TRANSMISSION: The counsel or authorized party authorized
to accept service was also forwarded a copy of the above-referenced document(s) by facsimile
transmission at the telefax number corresponding with his/her/its/name. The facsimile machine [
used complied with CRC Rule 2003(3) and no error was reported by the machine. Pursuant to CRC
Rule 2005(i), I caused the machine to print a transmission record of the transmission, a copy of
which is attached to this declaration.

I declare under penalty of perjury under the laws of the State of California that the fdregoing
is true and correct. Executed on September 21, 2018, at San D California.

A Do b~

@a Woods

2
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Salam Razuki v. Ninus Malan.

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

PROOF OF SERVICE

(Code Civ. Proc., §§ 1013a, 2015)

Steven A. Elia
Law Offices of Steven A Elia

SERVICE LIST

Attorney for Plaintiff

2221 Camino Del Rio South, Suite 207

San Diego, California 92108
Phone (619) 444-2244

Fax (619) 440-2233

Email: steve@elialaw.com

Daniel Watts

Steven W. Blake

Andrew W, Hall
GALUPPO & BLAKE
2792 Gateway Road #102
Carlsbad, CA 92009
dwatts@galuppolaw.com
sblake@galuppolaw.com
ahall@galuppolaw.com

Salvatore J. Zimmitti

NELSON HARDIMAN, LLP
11835 West Olympic Blvd, Ste 900
Los Angeles, CA 90064
SZimmitti@NelsonHardiman.com

Charles Goria
GORIA, WEBER & JARVIS
1011 Camino Del Rio S. #210

Attorneys for Defendant
Ninus Malan

Attorney for Plaintiffs-In-
Intervention

Attorney for Defendants
Chris Hakim, Mira Este
Properties, and Roselle

San Diego, CA 92108 Properties
Email: chasgoria@gmail.com
3
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September 26, 2018 Advanced Attorney Services, Inc. fax (619) 299-5058 POS-010

ATTORNEY OR PARTY WITHOUT ATTORNEY (Name, State Bar number, and address) FOR COURT USE ONLY
| STEVEN W. BLAKE, ESQ. SBN: 235502

GALUPPO & BLAKE, APLC

2792 GATEWAY ROAD, SUITE 102 CARLSBAD, CA 92009

TELEPHONE NO.:(760) 431-4575 FAX NO. (Optional): (760) 431-4579
E-MAIL ADDRESS (Optional):
ATTORNEY FOR (Name): Defendant: MALAN ELECTRDHICA'LLT FILEI]
Superior Court of California,
SAN DIEGO SUPERIOR COURT - HALL OF JUSTICE Courty of San Diego
STREET ADDRESS: 330 WEST BROADWAY D9/26/2018 at 05:28:00 P
MAILING ADDRESS: Clerk of the Superior Court
CITY AND zIP coDE: SAN DIEGO, CA 92101 By E- Filing, Deputy Clerk
BRANCH NAME: CENTRAL DIVISION
PLAINTIFF/PETITIONER: SALAM RAZUKI, et al. CASE NUMBER:

DEFENDANT/RESPONDENT: NINUS MALAN, et al. 37-2018-00034229-CU-BC-CTL

Ref. No. or File No.:

PROOF OF SERVICE OF SUMMONS 2183-002

(Separate proof of service is required for each party served.) BY FAX

1. At the time of service | was at least 18 years of age and not a party to this action.
2. | served copies of:

) summons
b. complaint
Alternative Dispute Resolution (ADR) package
Civil Case Cover Sheet (served in complex cases only)
cross-complaint
. other (specify documents): NOTICE OF ELIBILITY TO EFILE
. Party served (specify name of party as shown on documents served):
SUNRISE PROPERTY INVESTMENTS, LLC.

A< <]

a
c.
d.
e
f
a

b. X] Person (other than the party in item 3a) served on behalf of an entity or as an authorized agent (and not a person under
item 5b on whom substituted service was made) (specify name and relationship to the party named in item 3a):

RICK ALJABI - AGENT FOR PROCESS OF SERVICE

4. Address where the party was served: 2221 CAMINO DEL RIO SOUTH, SUITE 207
SAN DIEGO, CA 92108

5. | served the party (check proper box)
a. [ by personal service. | personally delivered the documents listed in item 2 to the party or person authorized to
receive service of process for the party (1) on (date):  (2) at (time):

b. by substituted service. On (date): 09/26/2018 at (time):01:10 pm | left the documents listed in item 2 with or
in the presence of (name and title or relationship to person indicated in item 3b):
DIANA DALY - OFFICE ASSISTANT (AUTHORIZED TO ACCEPT)
Age: 30'S Weight: 130 Hair: BROWN Sex: female
Height: 5'5" Eyes: BLUE Race: HISP Marks:

1) (business) a person at least 18 years of age apparently in charge at the office or usual place of business of the
person to be served. | informed him or her of the general nature of the papers.

2) ] (home) a competent member of the household (at least 18 years of age) at the dwelling house or usual place of
abode of the party. | informed him or her of the general nature of the papers.

(3) [] (physical address unknown) a person at least 18 years of age apparently in charge at the usual mailing
address of the person to be served, other than a United States Postal Service post office box. |informed him or
her of the general nature of the papers.

(4) ] Ithereafter mailed (by first-class, postage prepaid) copies of the documents to the person to be served at the
place where the copies were left (Code Civ. Proc., §415.20). | mailed the documents on
(date): from (city): or [X] a declaration of mailing is attached.

(5) ] Iattach a declaration of diligence stating actions taken first to attempt personal service.

Page 1 of 2
‘l]'o(l;m_Alpgrovec_il fc;rCM?fndatory Use PROOF OF SERVICE OF SUMMONS Code of Civil Procedure, § 417.10
POS.010 [Rev. January 1, 2007] POS010-1/P642399S1
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September 26, 2018 Advanced Attorney Services, Inc. fax (619) 299-5058

PETITIONER: SALAM RAZUKI, et al. CASE NUMBER:
37-2018-00034229-CU-BC-CTL

RESPONDENT: NINUS MALAN, et al.
BY FAX

c. L by mail and acknowledgment of receipt of service. | mailed the documents listed in item 2 to the party, to the address
shown in item 4, by first-class mail, postage prepaid,
(1) on (date): (2) from (city):

(3) ] with two copies of the Notice and Acknowledgment of Receipt and a postage-paid return envelope addressed to
me. (Attach completed Notice and Acknowledgement of Receipt.) (Code Civ. Proc., § 415.30.)

(4) [] to an address outside California with return receipt requested. (Code Civ. Proc., § 415.40.)
d. ] by other means (specify means of service and authorizing code section):

[ 1 Additional page describing service is attached.
6. The "Notice to the Person Served" (on the summons) was completed as follows:

[]

as an individual defendant.

as the person sued under the fictitious name of (specify):

as occupant.

On behalf of (specify): SUNRISE PROPERTY INVESTMENTS, LLC

under the following Code of Civil Procedure section:

[ ] 416.10 (corporation)

[] 416.20 (defunct corporation)

[] 416.30 (joint stock company/association)
[] 416.40 (association or partnership)

[ ] 416.50 (public entity)

coow

<11

415.95
416.60
416.70 (ward or conservatee)

416.90 (authorized person)

415.46 (occupant)

other: LIMITED LIABILITY COMPANY

business organization, form unknown)
minor)

3

7. Person who served papers
a. Name: KEVIN MASTERSON - Advanced Attorney Services, Inc.
. Address: 3500 Fifth Ave., Suite 202 San Diego, CA 92103
. Telephone number: (619) 299-2012
. The fee for service was: $ 113.70
| am:

®o00T

(1) L not a registered California process server.
(2) L] exempt from registration under Business and Professions Code section 22350(b).

(3) [XI registered California process server: .
(i) owner [ ] employee X] independent contractor.

(ii) Registration No.: 1989
(iii) County: SAN DIEGO

8. | declare under penalty of perjury under the laws of the State of California that the foregoing is true and correct.
or
9. [_] 1am a California sheriff or marshal and | certify that the foregoing is true and correct.

Date: 09/26/2018

<=  Advanced Attorney Services, Inc.
3500 Fifth Ave., Suite 202
San Diego, CA 92103
(619) 299-2012
San Diego County: 1584

KEVIN MASTERSON 4 1;;%;v/// —

(NAME OF PERSON WHO SERVED PAPERS/SHERIFF OR MARSHAL)

POS-010[Rev January 1, 2007] PROOF OF SERVICE OF SUMMONS hos 010/%:;‘; :"Sf 12
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September 26, 2018

Advanced Attorney Services, Inc. fax (619) 299-5058

ATTORNEY OR PARTY WITHOUT ATTORNEY (Name, State Bar number, and address)
| STEVEN W. BLAKE, ESQ.
GALUPPO & BLAKE, APLC
2792 GATEWAY ROAD, SUITE 102 CARLSBAD, CA 92009

TELEPHONE NO.:(760) 431-4575
E-MAIL ADDRESS (Optional):
ATTORNEY FOR (Name): Defendant: MALAN

FAX NO.(Optional):

FOR COURT USE ONLY
SBN: 235502

(760) 431-4579

SAN DIEGO SUPERIOR COURT - HALL OF JUSTICE
STREET ADDRESS: 330 WEST BROADWAY
MAILING ADDRESS:
cITY AND zIP cOoDE: SAN DIEGO, CA 92101
BRANCH NAME: CENTRAL DIVISION

PLAINTIFF/PETITIONER: SALAM RAZUKI, et al.

DEFENDANT/RESPONDENT: NINUS MALAN, et al.

CASE NUMBER:

37-2018-00034229-CU-BC-CTL

DECLARATION OF MAILING

Ref. No. or File No.: 2183-002

BY FAX

| am a citizen of the United States and employed in the County of San Diego, State of California. | am over the age of 18 and
not a party to the within action. My business address is 3500 Fifth Ave., Suite 202, San Diego, CA 92103.

On September 26, 2018, after substituted service under section CCP 415.20(a) or 415.20(b) or FRCIV.P 4(d)(1) was made, |

mailed copies of the:

Summons;Alternative Dispute (ADR) package;Cross-Complaint;NOTICE OF ELIBILITY TO EFILE

to the defendant in said action by placing a true copy thereof enclosed in a sealed envelope, with First Class postage thereon
fully prepaid, in the United States Mail at SAN DIEGO, California, addressed as follows:

SUNRISE PROPERTY INVESTMENTS, LLC.

ATTENTION: RICK ALJABI - AGENT FOR PROCESS OF SERVICE

2221 CAMINO DEL RIO SOUTH, SUITE 207
SAN DIEGO, CA 92108

| am readily familiar with the firm's practice for collection and processing of documents for mailing. Under that practice, it would
be deposited within the United States Postal Service, on that same day, with postage thereon fully prepaid at SAN DIEGO,

California in the ordinary course of business.

Fee for Service: 113.70

Advanced Attorney Services,
3500 Fifth Ave., Suite 202
San Diego, CA 92103

(619) 299-2012
WWW.ATTORNEYSERVICE . COM

(.__-"

Inc.

| declare under penalty of perjury under the laws of the
The State of California that the foregoing information
contained in the return of service and statement of
service fees is true and correct and that this declaration

was executed on 2018.

Signature:

CHELSEA CHARLES

DECLARATION OF MAILING

Orderi#: P642399S1/mailproof
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SUPERIOR COURT OF CALIFORNIA
FOR THE COUNTY OF SAN DIEGO

SALAM RAZUKI, 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 GRANTING
PRELIMINARY INJUNCTION

Judge: Hon. Eddie C. Sturgeon

Dept:. C-67
Original Hearing Date:  September 7, 2018
Time: 1:30 p.m.

Plaintiff Salam Razuki’s motion for a preliminary injunction 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

[PROPOSED] ORDER CONFIRMING RECEIVER
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argument by counsel at the hearing, and good cause appearing,
IT ISHEREBY ORDERED:

1. Contingent upon Plaintiff posting a bond as described in this order, Michael W.
Essary is appointed receiver with control and possession of the following business entities, and
only these business entities:

a. San Diego United Holdings Group, LLC;
b. Mira Este Properties, LLC;
c. Flip Management, LLC.
Collectively, these 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
of one or more of the claims alleged in the complaint and that irreparable injury is likely to result if
a preliminary injunction is not issued.

3. For the appointment of the receiver to take effect, Plaintiff must post a bond in the
amount of $350,000.00 no later than September 21, 2018. If Plaintiff does not or has not posted a
bond in this amount and filed the bond with the court by that date, the receivership is vacated and
the Marijuana Operations are released from receivership.

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”). Receiver shall 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”). Receiver
shall pay the management fee and/or minimum guarantee payments, according to the management

agreement, if funds are available.

2-
[PROPOSED] ORDER CONFIRMING RECEIVER AND GRANTING PRELIMINARY INJUNCTION

4221




© 00 ~N oo o B~ W NP

NCTNE T O R R R T R R N R - ~ S = S T S N S = S S T e
© N o O N W N P O © 0 N oo o0 N~ W N L O

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
operations at the Balboa Ave Dispensary and the Mira Este Property. All outgoing payments made
in the course of business for the Marijuana Operations shall first 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.

a. As stated on the record at the September 7, 2018 hearing, all parties to the
litigation, including the plaintiff, plaintiff-in-intervention, and all defendants
named in the complaint and complaint-in-intervention, are subject to the
forensic audit. These parties must follow the instructions of Brinig and disclose
their finances to him as requested.

b. The parties to this litigation as of September 7, 2018 will split the costs of the
forensic accounting as follows:

i. 25 percent of the costs of the accounting will be paid by Plaintiff Salam
Razuki.

ii. 25 percent of the costs of the accounting will be paid jointly by
Plaintiffs-in-intervention SoCal Building Ventures, LLC and San Diego
Building Ventures, LLC.

iii. 25 percent of the costs of the accounting will be paid jointly by
Defendant Chris Hakim and Mira Este Properties, LLC. The receiver is
directed to allow Mira Este Properties, LLC to make this payment.

iv. 25 percent of the costs of the accounting will be paid jointly by
Defendant Ninus Malan and San Diego United Holdings Group, LLC.
The receiver is directed to allow San Diego United Holdings Group,

LLC to make this payment.

-3-
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¢. Brinig may submit invoices for payment to these parties, and they will have 30
days to pay their share of the expenses to Brinig. The court will hear objections
to the amount of the invoice at the hearing on November 16, 2018, but the
parties must pay their proportional shares within 30 days of receiving an invoice
from Brinig.

8. Attorney Gina Austin, and those working at her direction, retains the independent
authority to represent the businesses in receivership in licensure negotiations with government
authorities or other parties, such as common development associations, whose approval is required
or beneficial for obtaining licenses to operate. Austin can conduct these negotiations, prepare
applications, and speak with government authorities without the receiver’s permission and without
involving the receiver.

9. 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:

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, including paying counsel independently retained by
those entities to represent the entities’ interests;

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

10.  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:

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;

4-
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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, including paying counsel independently retained by
those entities to represent the entities’ interests;

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

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

12.  Aslong as he serves as the Receiver’s attorney, Richardson Griswold will submit to
all parties monthly billing statements showing the time spent and tasks performed for the Receiver,
and the amount billed for those tasks. Unless Plaintiff and Plaintiffs-in-intervention challenge the
amounts billed, Plaintiff must reimburse the receivership estate 25 percent of the amount billed
and Plaintiffs-in-intervention must jointly reimburse the receivership estate 25 percent of the
amount billed. These reimbursements must be paid within 15 days of receiving the billing
statements from Griswold. If Plaintiff and Plaintiffs-in-intervention object to the amount billed,
they may challenge the amounts at the November 16, 2018 hearing, but they must first pay the
bills within 15 days of receiving the billing statements.

13.  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.

14.  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 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

_5-
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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 Marijuana 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.

15.  Each and every banking, savings and thrift institution having funds on deposit for,
or held for the benefit of the Marijuana Operations, shall cede 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 of the Receiver herein. Receiver 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 operations at the Balboa Ave Dispensary and may open and maintain separate
bank accounts for the operations at the Mira Este Property.

16.  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

-6-
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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 (hereinafter collectively called “Rents and Profits”).

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

18.  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 Marijuana Operations as such
payments relate to the Marijuana Operations.

19.  Plaintiff, Plaintiffs-In-Intervention, 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 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.

20.  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,

-7-
[PROPOSED] ORDER CONFIRMING RECEIVER AND GRANTING PRELIMINARY INJUNCTION

4226




© 00 ~N oo o B~ W NP

NCTNE T O R R R T R R N R - ~ S = S T S N S = S S T e
© N o O N W N P O © 0 N oo o0 N~ W N L O

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.

21. 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,
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.

22. 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) 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;
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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.

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

24.  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.

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

26.  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.

27.  Additional Orders:

IT IS SO ORDERED.
Dated: , 2018

Judge of the Superior Court

-9-
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(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 Old Town Ave, Ste A-112

San Diego, CA 92110

Phone: (619) 924-9600

Facsimile: (619) 881-0045

Attorneys for Defendants

INinus Malan, San Diego United Holdings Group,
Balboa Ave Cooperative, Flip Management,
California Cannabis Group

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

SALAM RAZUKI, an individual,
Plaintiff,

VS.

NINUS MALAN, an individual; CHRIS
HAKIM, an individual; MONARCH
MANAGEMENT CONSULTING, INC., a
California corporation; SAN DIEGO
UNITED HOLDINGS GROUP, LLC, a
California limited liability company; FLIP
MANAGEMENT, 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;

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

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

MALAN DEFENDANTS EX PARTE
NOTICE AND APPLICATION TO
CLARIFY/MODIFY INJUNCTION
ORDERS

[Imaged File]
Judge: Hon. Eddie C. Sturgeon
Dept: C-67

Date: September 27, 2018
Time: 8:30 a.m.
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DEVILISH DELIGHTS, INC. a California
nonprofit mutual benefit corporation; and
DOES 1-100, inclusive;

Defendants.

TO THE COURT, THE PARTIES, AND THEIR ATTORNEYS OF RECORD:

PLEASE TAKE NOTICE that on September 27, 2018 at 8:30 a.m. or as soon thereafter as
the matter may be heard before the honorable Eddie C. Sturgeon in Department 67 of the San
Diego County Superior Court, Central Division, located at 330 West Broadway, San Diego
California 92101, defendants Ninus Malan, San Diego United Holdings Group, LLC, Balboa Ave
Cooperative, California Cannabis Group, Devilish Delights, and Flip Management will, and
hereby do, apply for an order dissolving the August 28, 2018 Order or, in the alternative,
clarification or modification of the proposed order from the September 7, 2018 hearing that does
one, or more, of the following:

1-Dissolves the preliminary injunction; and/or 2-Clarifies or modifies the manner in which
the current order has been implemented and the manner in which the proposed order has been
implemented to include: (i) method by which cannabis licenses and entitlements, and associated
issues like the MGO Audit, will be handled and processed; (ii) scope of forensic accounting; iii-
payment of forensic accounting and professional fees associated with forensic accounting; iii-
whether or not the participation of certain professionals that have charged, or will charge, the
receivership and therefore the Malan Defendants is warranted and to either preclude such
participation or to limit the scope of such participation.

The Malan Defendants move pursuant to California Rule of Court Rule 3.1150 on the
grounds that the temporary restraining order may be dissolved, or has dissolved by operation of
law, for plaintiff Salam Razuki’s failure to present the undertaking as required. The Malan
Defendants further move pursuant to Code of Civil Procedure section 533 on the grounds that
there has been a material change in the facts upon which the injunction or temporary restraining

order was granted, that the law upon which the injunction or temporary restraining order was
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granted has changed, or that the ends of justice would be served by the modification or
dissolution of the injunction or temporary restraining order. The Malan Defendants further base
this ex parte application on the memorandum filed in support, the declarations of Gina Austin and
Ninus Malan, the proposed order, the records and files in this action, and any other evidence with
the Court may receiver at or before the hearing.

Pursuant to California Rule of Court 3.1202(a), the following names, address, and

telephone numbers for counsel are known by moving party:

Steven Elia (plaintiff Salam Razuki)
Law Offices of Steven Elia

2221 Camino Del Rio So., Suite 207
San Diego, CA 92108

(619) 444-2244

steve@elialaw.com

Robert Fuller (plaintiffs in intervention)
Nelson Hardiman, LLP

11835 West Olympic Blvd, Suite 900
Los Angeles, CA 90064

(310) 203-2800
rfuller@nelsonhardiman.com

Charles Goria (Chris Hakim, Monarch Management, Mira Este Properties, Roselle)
Goria Weber & Jarvis

1011 Camino Del Rio South, Suite 210

San Diego, CA 92108

(619) 692-3555

chasgoria@gmail.com

Richardon Griswold (receiver)
Griswold Law APC

444 S/ Cedros Ave #250
Solana Beach, CA 92075
(858) 481-1300
rgriswold@griswoldlaw.com

Daniel Watts (Ninus Malan)
Galuppo & Blake

2792 Gateway Road, Suite 102
Carlsbad, CA 92009

(760) 431-4575
dwatts@galuppolaw.com
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The parties were given notice of the date, time, relief requested and nature of this
application on September 26, 2018 by 9:00 a.m. as set forth in the declaration of Gina Austin. The

moving parties believe that Plaintiff and Plaintiffs in Intervention will appear and oppose.

Dated: September 26, 2018 AUSTIN LEGAL GROUP, APC

3¥QL/WHJ¢;d%a“m

Gina Austin/Tamara Leetham

Attorneys for Defendants Ninus Malan, San
Diego United Holdings Group, LLC, Flip
Management, LLC, Balboa Ave Cooperative,
California Cannabis Group, Devilish
Delights, Inc.
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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

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 Old Town Ave, Ste A-112

San Diego, CA 92110

Phone: (619) 924-9600

Facsimile: (619) 881-0045

Attorneys for Defendants

Ninus Malan, San Diego United Holdings Group,
Balboa Ave Cooperative, Flip Management, California Cannabis Group

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, LLC, a California limited
liability company; ROSELLE PROPERTIES,
LLC, a California limited liability company;
and DOES 1-100, inclusive,

Defendants.

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

MALAN DEFENDANTS
MEMORANDUM OF POINTS AND
AUTHORITIES IN SUPPORT OF EX
PARTE APPLICATION TO
DISSOLVE/CLARIFY/MODIFY
INJUNCTION ORDERS

[Imaged File]

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

Date: September 27, 2018
Time: 8:30 a.m.
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I. Introduction and Summary

Defendants Ninus Malan, San Diego United Holdings Group, Balboa Ave Cooperative,
Flip Management, California Cannabis Group, and Devilish Delights (collectively “Malan
Defendants”) renew their request to dissolve the receivership, or in the alternative, clarify and
modify the Proposed Order on the Court’s September 7, 2018 ruling (the “Proposed Order”).
The preliminary injunction and receivership should be dissolved or, at the very least, clarified
and modified to narrow the scope of the receivership to the entities that Plaintiff claims an
interest in.

On or around August 20, 2018, this court granted an order appointing a receiver, which
was entered on or about August 28 (the “August 28th Order”). Plaintiff’s request for a receiver
was based on a settlement agreement between Salam Razuki and Ninus Malan, and the various
entities eacﬁ party was to contribute to RM Property Holdings, LLC (the “Settlement
Agreement”). Absent from the Settlement Agreement, attached as Exhibit to plaintiff Salam
Razuki’s Complaint, were California Cannabis Group (“CCG”), Balboa Ave Cooperative
(“Balboa Ave”), and Devilish Delights. However, these three entities have been placed under
the receiver’s control and the receiver remains in control.

On or around September 7, 2018, the court heard arguments from all parties as to
Plaintiff’s request of a preliminary injunction and Defendant’s opposition to the preliminary
injunction. The court, after reviewing the papers and records, ordered that the receivership retain
control over six entities, including CCG, Devilish Delights and Balboa Ave, and granting the
preliminary injunction. Part of the Court’s order included Plaintiff’s obligation to post a
$350,000 bond by September 21, 2018.

The Court asked the receiver’s attorney, Richardson Griswold, to draft the order on the
September 7, 2018 hearing. Mr. Griswold thereafter drafted the order and circulated it to all
counsel for comment and submitted it to the Court. There is some dispute about the Court’s

order and in order to clarify those items, this office, at Mr. Griswold’s suggestion, set this ex

parte hearing.
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As of the date of this ex parte application, the proposed order that confirms the court’s
rulings from September 7, 2018, has not been signed. Furthermore, Plaintiff has failed to post its
$350,000 injunction bond as of September 21, 2018, the court-mandated deadline.

The facts identifying the reasons by which the Court should dissolve the injunction order
or clarify/modify the orders are set for the in the concurrently filed declarations of Gina Austin,

Gary Strahle, and Ninus Malan.
II. The Temporary Restraining Order Should Be Vacated Due To Plaintiff’s Failure
to Post the Injunction Bond

The Court should dissolve the temporary restraining order as a matter of law. Under
California Rule of Court 3.1150, a temporary restraining order may be vacated without notice
upon the failure to present the proposed order and necessary undertaking as required. On
September 7, 2018 the court made clear that the August 28 Order was in effect until the
proposed order and injunction bond were filed. The Court provided Plaintiff with a deadline of
September 21, 2018 to post the injunction bond.

As of the filing of this ex parte application, Plaintiff has failed to post its injunction bond
with the court. Because Plaintiff has failed to post the injunction bond with the court by the

court’s deadline, the court should dissolve the August 28 Order temporary restraining order.

III. In The Alternative, The Malan Defendants Respectfully Request The Court
Modify/Clarify The Proposed Order On The September 7, 2018 Hearing

In the event the court declines to dissolve the temporary restraining order and allows
Plaintiff to belatedly post the injunction bond, the Malan Defendants respectfully request the
Court modify/clarify the proposed order on the September 7, 2018 hearing before signing it. The
Malan Defendants make this request for several reasons: (a) the licensed entities are not subject
to the Settlement Agreement and RM Property Holdings Operating Agreement and even if
Plaintiff prevails, these entities have been improperly placed into receivership; (b) the manner in
which the current order has been implemented, and the September 7, 2018 order is proposed,
has stripped current counsel for the licensed Malan Entities of all ability to directly contact and

process the cannabis licenses; (c) The receiver continues to disclose confidential information to
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Mr. Lachant and other parties; (d) There is a disagreement as to the scope of the forensic

| accounting and who is responsible for payment. (Declaration of Gina Austin (“Austin Decl.”)

39.)

Code of Civil Procedure section 533 provides that when there has been a material change
in the facts upon which an injunction of temporary restraining order has been granted, that the
law upon which an injunction or temporary restraining order was granted has changed, or that
the ends of justice would be served, the injunction or temporary restraining order may be
modified or dissolved. Here, the facts show that the facts have changed and that the ends of
justice would be served by modifying (clarifying) or outright dissolving the injunction and

temporary restraining order.

a. The Proposed Order Should Be Modified By Removing Entities Outside
The Scope of the Settlement Agreement and RM Property Holdings’
Operating Agreement

As it stands, the proposed order confirms Michael Essary as the receiver with the control
and possession of: San Diego United Holdings Group, LLC, Mira Este Properties, LLC,
Devilish Delights, Inc., Flip Management, LLC, California Cannabis Group, and Balboa Ave
Cooperative.

The Settlement Agreement, the RM Property Holdings’ Operating Agreement, and the
entities named therein are the basis for the receiver’s control and Mr. Razuki’s claim of
ownership. However, Mr. Razuki’s claim of ownership and entitlement only extends to the
entities in the Settlement Agreement and the RM Property Holdings’ Operating Agreement.
Absent from those two agreements are California Cannabis Group, Balboa Ave Cooperative,
and Devilish Delights (the “Licensed Entities”). (Austin Decl. §39.) There is no practical
purpose to put the Licensed Entities in the receivership as no money flows in or out of these
entities. (Austin Decl. §39a.) It would be irrational and senseless for Mr. Malan or this office to
interfere with the prompt processing of the Licensed Entities and there has been no allegation by

any party that such activity is occurring. (Id.) The only effect of putting the licensed entities

Malan Defendants P’s & A’s ISO Ex Parte App. To Dissolve/Clarify/or Modify Injunction Orders

4

4236




© 00 9 & W A W N m

NN N RN R NN -
S T R N I N = I -~ T - N v vl S e~

under Mr. Essary’s receivership has been to increase costs for all parties and delay the proper
processing of the Licensed Entities’ permits. (Id.)
The court must clarify and/or modify its September Order to reflect CCG, Balboa Ave,

and Devilish Delights removal from the receivership.

b. In The Event That CCG, Balboa Ave, And Devilish Delights Remain
Subject To The September 7, 2018 Order, The Malan Defendants
Respectfully Request The Court Modify The Proposed Order On The
September 7, 2018 Hearing To Require Competent Parties To Author
And Control State Applications

Under the court’s August 28th Order, Mr. Essary is in possession of the Licensed
Entities and controls each entities ability to work with the California Bureau of Cannabis
Control (the “BCC”) to obtain various state permits and licenses. Prior to the receivership, the
Licensed Entities paid Austin Legal Group a flat fee for all work related to state licensing.
(Austin Decl. 939b.) Austin Legal Group has asked Mr. Essary to sign a power of attorney to
allow Austin Legal Group to communicate directly with the state agencies, to which Mr. Essary
has refused. (Id.)

Instead of allowing Austin Legal Group to continue; to process the Licensed Entities state
applications, Mr. Essary began and continues to consult with Aaron Lachant - a partner at the
law firm representing complainants-in-intervention SoCal Building Ventures, LLC and San
Diego Building Ventures, LLC. (Id.) This is an unreasonable additional expense being placed on
Defendant Malan and the Licensed Entities. First, Mr. Lachant is not familiar with San Diego
licensing and has no expertise with regards to the transaction for San Diego, which are
substantially different than Los Angeles. (Id.) Nonetheless, Mr. Essary continues to copy Mr.
Lachant on all communications, with the only result being increased fees. (Id.)

In the event that the court retains the receivership over CCG, Balboa Ave, and Devilish

Delights, it is imperative to clarify the proposed order to require Mr. Essary to sign a power of

attorney or turn over some form of authority with regard to the state licensing process.

Inexperience in the state licensing process could potentially cause danger to the current
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application process and prevent the Licensed Entities from obtaining their respective licenses.
Mr. Essary will still retain possession under the receivership but will allow for Austin Legal
Group to continue communicating with the BCC and having control of the state licensing

process, as it has already been paid to do.

c. The State Application Process Involves A High Degree Of Confidential
Information That Needs Confidential Protection

On September 11, 2018, Gina Austin requested that information she marked as
“confidential” and provided to Mr. Essary not be shared with Mr. Lachant or other parties to this
litigation. (Austin Decl., Exhibit J.) Mr. Griswold, attorney for Mr. Essary, suggested that Ms.
Austin seek a protective order as he is unable to determine what is confidential. (Austin Decl.
939¢.) Much of the work that Austin Legal Group does pertaining to the Licensed Entities state
application is internal work product and confidential proprietary information. (Id.) Specifically,
much of the operating procedures for Mira Este and Balboa Ave are marked as confidential
when submitted to the state agencies to avoid disclosure by any public records request. Mr.
Essary and Mr. Griswold have refused to acknowledge such confidentiality without a
modification to the court’s order.

The court must clarify and/or modify its September 7th Order to reflect the confidential
nature of the documents produced by Austin Legal Group so that the internal work product and

confidential proprietary information is not disseminated into the public view.
d. The Court Must Clarify The Proposed Order With Respect To The
Financing And Scope Of The Forensic Accounting

Defendant requests this court clarify its proposed order with respect to the forensic
accounting. In order for a proper forensic accounting to occur, all entities subject to the
receivership and all entities referenced in the Settlement Agreement, alleged by Mr. Razuki to
be operative, must be included in the accounting. (Austin Decl. §39d.) Counsel for Mr. Razuki
disagrees that Mr. Razuki’s interest in Sunrise Consulting Group, LLC (“Sunrise™) — an entity
crucial to the Settlement Agreement — should be part of the forensic accounting. If Mr. Razuki is

to prevail the only way to determine what, if any, his interests are is to have a forensic
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accounting of all parties’ interests, in all assets identified in the Settlement Agreement. (Id.) Mr.
Razuki cannot demand an accounting of Mr. Malan and refuse to submit to the same. In
addition, the rough transcript shows that the Court asked the accounting to include an
assessment of whether Razuki contributed $5 million and an assessment of whether SoCal
contributed $2.7 million.

Defendant requests that the court’s September 7th Order be clarified to specify that Mr.
Razuki’s interests in any and all entities that could be subject to the Settlement Agreement,
specifically Sunrise and Super S Consulting Group, LLC, must also be included in the forensic
accounting. (Id.) Defendants further request that Razuki and SoCal are also required to submit to
the forensic accounting and provide appropriate documentation substantiating their allegations
related to amounts invested. Defendants further request that this court split the costs of the

accounting and the receivership in half.

e. The Court Must Clarify The Proposed Order With Respect To The
Various Entities That The Receiver Is Authorized To Pay

As it stands, waste i§ being committed by the receiver. The court must clarify its order
before further waste is committed and Defendant is forced into insolvency. Whereas the court
appointed the receiver because accusations of waste were levied by Mr. Razuki; waste is
currently being committed by the receivership.

As detailed in the declarations of Ninus Malan and Gina Austin, Mr. Essary is making
payments to various parties, in addition to the numerous parties that the court has previously
authorized. As it stands, Mr. Essary is making payments to himself, Mr. Griswold, Certified
Public Account Justus Henkes IV — hired by Defendant, Brian Brining — the forensic accountant,
bookkeeper John Yaeger — who Defendant has objected to due to prior overcharging, Aaron
Lachant, and to the various expenses that defendant entities have.

Defendant requests this court to clarify its proposed order to limit the parties that Mr.
Essary makes payments to due to the excessive amounts of funds that have been paid out since

the receiver was put in place. Specifically, John Yaeger and Aaron Lachant should not be
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employed by Mr. Essary on matters dealing with this case. Mr. Yaeger has already been fired by
Defendant and replaced by Mr. Henkes. Mr. Lachant should not be anywhere near Defendant
and the related entities because his services are unnecessary and due to the fact that his law firm
represents the complainants-in-intervention and that this firm can handle all licensing related
issues and process.
IV. Conclusion

For the foregoing reasons, the Malan Defendants respectfully request the Court dissolve
the temporary restraining orcier. In the alternative, the Malan Defendants respectfully request
the Court modify/clarify the proposed order on the September 7, 2018 hearing as set forth

above.

Dated: September 26, 2018 AUSTIN LEGAL GROUP, APC

Gina Austin/Tamara Leetham

Attorneys for Defendants Ninus Malan, San
Diego United Holdings Group, LLC, Flip
Management, LLC, Balboa Ave
Cooperative, California Cannabis Group,
Devilish Delights, Inc.
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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 Old Town Ave, Ste A-112

San Diego, CA 92110

Phone: (619) 924-9600

Facsimile: (619) 881-0045

Attorneys for Defendants Ninus Malan, San Diego United Holdings Group,
Balboa Ave Cooperative, Flip Management, California Cannabis Group

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 RAZUK], 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, LLC, a California limited
liability company; ROSELLE PROPERTIES,
LLC, a California limited liability company;
and DOES 1-100, inclusive,

Defendants.
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I, Ninus Malan, declare the following:

1. I am over the age of 18 years and I am a defendant in this action

2. I have personal knowledge of the facts stated in this declaration, and if called
upon to testify to these facts, I could and would do so competently. I am the custodian of records
for each of the companies for which I am an owner or manager, as described in prior
declarations filed with the Court in this action.

3. I have made my position clear throughout the numerous hearings in this matter
that the Settlement Agreement attached as Exhibit A to plaintiff Salam Razuki’s First Amended
Complaint does not govern the defendants’ relationships with Razuki, nor does the Operating
Agreement for RM Property Holdings, which I have attached as Exhibit A to this declaration.

4, However, assuming for the sake of this ex parte that the documents govern the
relationship between me and Razuki, it was not contemplated that California Cannabis Group,
Balboa Ave Cooperative, and Devilish Delights be part of the agreement, which is evident from
their exclusion from the Settlement Agreement and the RM Operating Agreement. All of the '
defendant entities in this litigation were formed prior to the Settlement Agreement and
Operating Agreement.

a. California Cannabis was formed December 30, 2015 (almost two years prior
to the agreements);

b. Balboa Ave Cooperative was formed November 15, 2016 (one year before
the agreements);

c. Devilish Delights was formed April 3, 2015 (two and a half years before the
agreements).

5. I raise this point because Salam Razuki knew all of these entities existed and they
were deliberately excluded from the agreements, yet they are parties to this lawsuit and currently
subjected to the receivership.

6. To remind the Court, around July 10 or 11, SoCal’s management agreements

were terminated, and Far West Management was installed as the new management company for
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the Balboa Ave Cooperative. Far West managed until July 17, 2018, when the first receivership
order was granted. During SoCal’s initial tenure, then during Far West’s tenure, there was a
DVR and a server at the Dispensary.

7. Between July 17, 2018 and July 31, 2018, SoCal was reinstailed as the Balboa
Dispensary manager. The DVR and Server were at the Balboa Dispensary when Far West left
on July 17, 2018.

8. On July 31, 2018, the receivership order was vacated and Far West was
reinstalled on or around August 1 or 2, 2018. When Far West re-entered the Balboa Dispensary,
the DVR and Server were missing.

9. I have been informed that the missing Server contains historical financial data
necessary to comply with the City of San Diego’s MGO audit. I have no way of getting this
information to the City unless SoCal returns the server. In addition, this information should
have been handled in financial reporting that SoCal was obligated to provide and that John
Yaeger was paid to do while SoCal was managing the Balboa Dispensary.

10. It is extremely discouraging that this information is missing and that John Yaeger
is directly communicating with the City’s MGO auditor when we have strenuously and
repeatedly objected to his continued participation in the accounting. Iam also concerned and
discouraged that I am potentially being forced to pay for John Yaeget’s participation in these
new actions he is taking when he was already paid including a $30,000 payment on July 31,
2018. Further, Justus Henkes is doing the accounting and his fees are also being paid by the
defendants.

11.  The costs defendants are being forced to incur by the receivership, coupled with
the outstanding debt that has not been paid, will in all likelihood force Balboa to close.

12.  The Balboa Dispensary and its related entities have outstanding debt to include:

a. $173,000 (approximate) tax debt SoCal incurred and failed to pay for 2017

sales;
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b. Continued obligations under the HOA settlement agreement including an
approximate $60,000 cost to replace the main sewer line which must be paid
in the next 60 under the terms of the HOA settlement agreement;

¢. Outstanding invoices to professionals including Techne, Bartell and
Associates, and my attorneys;

13.  These obligations alone are around $300,000 in past due bills.
14.  In addition, the defendants continue to incur their going forward legal bills and all
the additional costs of the receivership to include:

a. Receiver Mike Essary’s fees

b. Receiver attorney Richardson Griswold’s fees

c. Aaron Lachant’s fees (which we have objected to for two reasons 1-he is not
necessary to process the licensing and 2-he is directly affiliated with SoCal as
he is a member of the law firm handling their case);

d. John Yaeger’s fees (which we have also objected to);

e. Brian Brinig and Marilyn Weber’s fees for the forensic accounting
f. Justus Henkes fees for accounting.
15.  For example, the afternoon of September 18, 2018, I attended a meeting with
Brian Brinig, Marilyn Weber, Mike Essary, Richardson Griswold, Tamara Leetham, and Justus
Henkes. Every single attendee at this meeting is billing the receivership for fees. The meeting
lasted approximately two hours. Assume that the average hourly rate is $300. Six
professionals, two hours is twelve hours, times $300 is $3,600 for that one meeting alone! This
is all in addition to the regular monthly bills including mortgage, insurance, HOA, payments to
Far West, etc.
16.  Defendants simply cannot support or bear the cost or burden of the receivership.
It will drive them into insolvency.
17.  There are also licensing issue being caused by the receivership which attorney

Gina Austin has addressed in her declaration and which she will explain to the Court.
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18.

We are asking the Court to either dissolve the receivership or to modify or clarify

the order by which the receivership is operating in order to make the process efficient to and to

help avoid insolvency.

I declare under penalty of perjury under California state law that the foregoing is true and

correct. Executed in San Diego, California on September 26, 2018.

Ninus Malan
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OPERATING AGREEMENT
OF
RM PROPERTY HOLDINGS, LLC

This Operating Agreement is made and entered into by and between those Persons whose
names and signatures are set forth below (the “Members™), and being the Members of the above
named Limited Liability Company organized under the Laws of the State of California
(sometimes hereinafter referred to as the “Company” or the “Limited Liability Company”), who
hereby represent and agree that they have or will cause to be filed, on behalf of the Company,

© Articles of Organization with the Secretary of State for the State of California, and that they

desire to enter into this Operating Agreement in accordance with the California Revised Uniform
Limited-Liability Company Act.

NOW, THEREFORE, in consideration of the premises, the provisions and the

; respective agreements hereinafter set forth and for other good and valuable consideration, the

Members hereto do hereby agree to the following terms and conditions of this Operating
Agreement for the administration and regulation of the affairs of this LIMITED LIABILITY

- COMPANY.

ARTICLE 1
DEFINITIONS

When used in this Agreement, the following terms shall have the meanings set forth
below (all terms used in this Agreement that are not defined in this Article 1 shall have the
meanings set forth elsewhere in this Agreement):

1.1 “Act” means the California Revised Uniform Limited-Liability Company Act,

t contained in Corp. Code, §§ 17701,01 et seq., as amended from time to time.

1.2 “Agreement” shall be deemed to mean the Operating Agreement of this Limited

- Liability Company as may be amended.

1.3 “Business Day” shall be deemed to mean any day excluding a Saturday, a Sunday

~and any other day on which banks are required or authorized to close in the State of formation.

1.4 “Economic Interest” shall mean an interest in the profits and losses of the
Company and excluding the right to vote and participate in the management and business affairs
of the Company provided in this Agreement or under the Act.

1.5  “Limited Liability Company” or “Company” shall be deemed to mean the
Limited Liability Company named in the heading of this Agreement, a Limited Liability
Company organized pursuant to the laws of the State of California.

1.6  “Majority Interest” means the interest of the Members holding greater than fifty
percent (50%) of the total interests held by the Members.
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1.7  “Management” shall be deemed to have the meaning set forth in Article 4 of this
Agreement.

1.8 “Member” shall mean (1) a person who has a Membership Interest in the Limited
Liability Company AND (2) has not resigned, withdrawn, or been expelled as a member or, if
other than an individual, been dissolved.

1.9  “Membership Interest” shall mean, with respect to a Member, the percentage of
ownership interest in the Company of such Member (may also be referred to as “Interest” or
“Percentage Interest”™). Each Member’s percentage of Membership Interest in the Company shall
be based on his relative capital contributions to the Company and shall be evidenced by a
Certificate of Membership Interest.

1.10  “Period of Duration” shall mean the period of time between the date the
Company’s Articles of Organization were filed and the date on which the Company will dissolve
in accordance with the provisions of this Agreement.

1.11  “Person” shall mean an individual, partnership, limited partnership, trust, estate,
association, corporation, limited liability company, or other entity, whether domestic or foreign.

1.12  “Purpose” shall mean to acquire, invest, and manage real property and/or any
other lawful business or investment activity as may be approved by the Members.

1.13  “Substituted Member” shall be deemed to have the meaning set forth in Section
6.3 of this Agreement.

ARTICLE 2
OFFICES AND RECORDS

2.1  Registered Office and Registered Agent. The Limited Liability Company shall
have and maintain a registered office in the State of California and a resident agent for service of

process, who may be a natural person of said state, or a domestic corporation, or a corporation
authorized to transact business within said state and is permitted by said state to act as a
registered agent/office within said state. The resident agent shall be appointed by the
Management.

(a) The location of the registered office shall be determined by the Management.

(b) The current name of the resident agent and location of the registered office
shall be kept on file in the appropriate office within the state of formation pursuant to applicable
provisions of law.

2.2 Limited Liability Company Offices. The Limited Liability Company may have
such offices anywhere within and without the State of California, where the Management from
time to time may appoint, or the business of the Limited Liability company may require. The
“principal place of business” or “principal business” or “executive” office or offices of the
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Limited Liability Company may be fixed and so designated from time to time by the
Management.

2.3 Records. The Limited Liability Company shall continuously maintain at its
registered office, or at such other place as may be authorized pursuant to applicable provisions of
law of the State of California the following records:

(@) A current list, in alphabetical order, of the full name and last known
business address of each Member, Economic Interest holder and Manager;

(b) A copy of the filed Articles of Organization and all amendments thereto,
together with executed copies of any powers of attorney pursuant to which any document has
been executed;

(¢)  Copies of the Limited Liability Company’s federal income tax returns and
reports, if any, for the three (3) most recent years;

(d)  Copies of any then effective written operating agreement and of any
financial statements of the Limited Liability Company for the three (3) most recent years;

(¢)  Unless contained in the Articles of Organization, a writing setting out:

(1)  The amount of cash and a description and statement of the agreed
value of the other property or services contributed by each Member and which each Member has
agreed to contribute;

(2)  The items as to which, or events on the happening of which, any
additional contributions agreed to be made by each Member are to be made.

(3)  Any right of a Member to receive, or of a Manager to make,
distributions to a Member which include a return of all or any part of the Membet’s contribution;
and

(4)  Any events upon the happening of which the Limited Liability
Company is to be dissolved and its affairs wound up.

® The Limited Liability Company shall also keep from time to time such
other or additional records, statements, lists, and information as may be required by law.

(g)  If any of the above said records under Section 2.3 are not kept within the
State of California, they shall be at all times in such condition as to permit them to be delivered
to any authorized person within three (3) days.

24  Inspection of Records. Records kept pursuant to this Article are subject to
inspection and copying at the reasonable request, and at the expense, of any Member in person or
by attorney or other agent during the usual hours of business to inspect for any proper purpose. A
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proper purpose shall mean a purpose reasonably related to such person’s interest as a Member. In
every instance where an attorney or other agent shall be the person who seeks the right of
inspection, the demand under oath shall be accompanied by a power of attorney or such other
writing which authorizes the attorney or other agent to so act on behalf of the Member.

ARTICLE 3
MEMBERS' MEETINGS AND COMMITTEES

3.1  Place of Meetings. All meetings of the Members shall be held at the principal
business office of the Limited Liability Company in the State of California except such meetings
as shall be held elsewhere by the express determination of the Management; in which case, such
meetings may be held, upon notice thereof as hereinafter provided, at such other place or places,
within or without the State of California, as said Management shall have determined, and shall
be stated in such notice. Unless specifically prohibited by law, any meeting may be held at any
place and time, and for any purpose, if consented to in writing by all of the Members entitled to
vote thereat.

32  Annual Meetings. An annual meeting of Members shall be held each year on the
Company’s date of organization as indicated in section 1.10 above, if not a legal holiday, and if a
legal holiday, then the annual meeting of Members shall be held at the same time and place on
the next day thereafter which is a full Business Day.

3.3 Special Meetings. Special meetings of the Members may be held for any purpose
or purposes. They may be called by the Manager or by Members holding not less than fifty-one
percent of the voting power of the Limited Liability Company or such other maximum number
as may be required by law. Written notice shall be given.

3.4  Action in Lieu of Meeting. Any action required to be taken at any annual or
special meeting of the Members or any other action which may be taken at any annual or special
meeting of the Members may be taken without a meeting if consents in writing setting forth the
action so taken shall be signed by all of the Members entitled to vote with respect to the subject
matter thereof.

3.5 Notice. Written notice of each meeting of the Members, whether annual or
special, stating the place, day and hour of the meeting, and, in case of a special meeting, the
purpose or purposes thereof, shall be given or given to each Member entitled to vote thereat, not
less than five (5) nor more than thirty (30) days prior to the meeting unless, as to a particular
matter, other or further notice is required by law, in which case such other or further notice shall
be given.

(a)  Notice upon the Member may be delivered or given either personally or by
express or first class mail, or by telegram, facsimile, or other electronic transmission such as via
email, with all charges prepaid, addressed to each Member at the address of such Member
appearing on the books of the Limited Liability Company or more recently given by the Member
to the Limited Liability Company for the purpose of notice.
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(b)  If no address for a Member appears on the Limited Liability Company’s
books, notice shall be deemed to have been propetrly given to such Member if sent by any of the
methods authorized herein to the Limited Liability Company’s principal executive office to the
attention of such Member, or if published, at least once in a newspaper of general circulation in
the county of the principal executive office of the Limited Liability Company.

(¢)  If notice addressed to a Member at the address of such Member appearing

- on the books of the Limited Liability Company is returned to the Limited Liability Company by

the United States Postal Service marked to indicate that the United States Postal Service is
unable to deliver the notice to the Member at such address, all future notices or reports shall be

* deemed to have been duly given without further mailing if the same shall be available to the
~ Member upon written demand of the Member at the principal executive office of the Limited

Liability Company for a petiod of one (1) year from the date of the giving of such notice. It shall
be the duty and responsibility of each member to provide the Manager and/or the Limited
Liability Company with an official mailing address.

(d)  Notice shall be deemed to have been given at the time when delivered
personally or deposited in the mail or sent by telegram or other means of electronic transmission.
An affidavit of the mailing or other means of giving any notice of any Member meeting shall be
executed by the Management and shall be filed and maintained in the minute book of the Limited
Liability Company.

3.6 Waiver of Notice. Whenever any notice is required to be given under the
provisions of this Agreement, or the Articles of Organization of the Limited Liability Company
or any law, a waiver thereof in writing signed by the Member or Members entitled to such
notice, whether before or after the time stated therein, shall be deemed the equivalent to the
giving of such notice. To the extent provided by law, attendance at any meeting shall constitute a

- waiver of notice of such meeting except when the Member attends the meeting for the express
- purpose of objecting to the transaction of any business because the meeting is not lawfully called

or convened, and such Member so states such purpose at the opening of the meeting.

3.7  Presiding Officials. Every meeting of the Limited Liability Company for
whatever reason, shall be convened by the Manager or Member who called the meeting by notice
as above provided; provided, however, it shall be presided over by the Management; and
provided, further, the Members at any meeting, by a majority vote of Members represented

_ thereat, and notwithstanding anything to the contrary elsewhere in this Agreement, may select

any persons of their choosing to act as the Chairman and Secretary of such meeting or any
session thereof.

3.8  Business Which May Be Transacted at Annual Meetings. At each annual meeting
of the Members, the Members may elect, with a vote representing a Majority Interest of the
Members, a Manager or Managers to administer and regulate the affairs of the Limited Liability
Company. The Manager(s) shall hold such office until the next annual meeting of Members, or,
until the Manager, resigns or is removed by the Members pursuant to the terms of this
Agreement, whichever event first occurs. The Members may transact such other business as may
have been specified in the notice of the meeting as one of the purposes thereof.
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3.9  Business Which May Be Transacted at Special Mectings. Business transacted at
- all special meetings shall be confined to the purposes stated in the notice of such meetings.

3.10 Quorum. At all meetings of the Members, a Majority Interest, in person or by
proxy, shall constitute a quorum for the transaction of business, unless a greater number as to any
particular matter is required by law, the Articles of Organization or this Agreement, and the act
of a majority of the Members present at any meeting at which there is a quorum, except as may
be otherwise specifically provided by law, by the Articles of Organization, or by this Agreement,

- shall be the act of the Members. Less than a quorum may adjourn a meeting successively until a
quorum is present, and no notice of adjournment shall be required.

3.11 Proxies. Atany meeting of the Members, every Member having the right to vote
shall be entitled to vote in person, or by proxy executed in writing by such Member or by his
duly authorized attorney-in-fact. No proxy shall be valid after three years from the date of its
execution, unless otherwise provided in the proxy.

3.12  Voting. The Members of the Limited Liability Company shall vote in proportion
to their interests as currently recorded in the books of the Company.

3.13  Advisory Committees. The Management may establish advisory committees to
advise or make suggested recommendations on various aspects of the Limited Liability
Company’s business or operations. Each Committee shall keep regular minutes of its
proceedings and the same shall be recorded in the minute book of the Limited Liability
Company. ,

3.14 Meeting by Telephonic Conference or Similar Communications Equipment.
Unless otherwise restricted by the Articles of Organization, this Agreement, or by law, the

Members of the Limited Liability Company, or any committee thereof established by the
Management, may participate in a meeting of such Members or committee by means of
telephonic conference or similar communications equipment whereby all persons participating in
the meeting can hear and speak to each other and participation in a meeting in such manner shall
constitute presence in person at such meeting.

ARTICLE 4
MANAGEMENT

4.1  Management. Unless prohibited by law and subject to the terms and conditions of
this Agreement, the administration and regulation of the affairs, business and assets of the
limited Liability Company shall be managed by all the Members (also referred to as the
“Managet(s)” or the “Management”). Any Manager may be a Member and shall be elected
annually by the Members in the manner prescribed by Section 3.8 of this Agreement.

4.2  Rights, Powers and Obligations of the Management. The Management shall have

all the rights and powers as are conferred by law or are necessary, desirable or convenient to the
discharge of the Management’s duties under this Agreement, provided such rights and powers
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exercised are agreed upon by a Majority Interest. Without limiting the generality of the rights
and powers of the Management, the Management, upon approval of a Majority Interest, shall
have the following rights and powers which the Management may exercise in its sole discretion
at the cost, expense, and risk of the Limited Liability Company:

(@)  To deal in any Limited Liability Company asset whether an interest in real
estate or personal property or chose in action, to sell (for cash or for debt to be held by the
Limited Liability Company), exchange or convey title to, and to grant options for sale of all or a
portion of the Limited Liability Company’s assets;

(b)  To borrow money and as security therefore to encumber all or any part of
the Limited Liability Company’s assets;

(¢)  To prosecute, defend and settle lawsuits and claims and to handle matters
with governmental agencies;

(d)  To open, maintain and close bank accounts and banking services for the
Limited Liability Company and designate and change signatories on such accounts or services;

(¢)  To incur and pay all legal, accounting, investment banking, independent
financial consulting, litigation and other fees and expenses as the Manager may deem necessary
or appropriate for carrying on and performing the powers and authorities herein conferred;

® To negotiate and make any disposition of the Limited Liability Company’s
asset on such terms and conditions as the Manager deems appropriate:

(g) To execute and deliver any contracts, agreements, instruments or
documents necessary, advisable or appropriate to evidence any of the transactions specified
~ above or contemplated hereby and on behalf of the Limited Liability Company and to exercise

Limited Liability Company rights and perform Limited Liability Company obligations under any
such agreements, contracts, instruments or documents;

(h)  To exercise for and on behalf of the Limited Liability Company all the
general powers granted by law to the Limited Liability Company, and

@) To take such other action as the Manager deems necessary and appropriate
to carry out the Purpose of the Limited Liability Company or this Agreement.

43 Removal. Any Manager may be removed or discharged by the Members
whenever in their judgment the best interests of the Limited Liability Company would be served
thereby. The removal of the Manager shall be by a Majority Interest vote of a quorum consisting
of Members who are not the Manager of the Limited Liability Company and without prejudice to
the contract rights, if any, of the Manager so removed.
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ARTICLE §
INDEMNIFICATION OF MEMBERS, MANAGERS, AGENTS AND EMPLOYEES

5.1 Members and Managers. The Limited Liability Company shall indemnify any
person who was or is a party or is threatened to be made a party to any threatened, pending or
completed action, suit, or proceeding, whether civil, criminal, administrative or investigative,
including an action by or in the right of the Limited Liability Company, by reason of the fact that
he/she is or was a Member or Manager of the Limited Liability Company, or is or was serving at
the request of the Limited Liability Company as a director, manager, of officer, employee or
agent of another limited liability company, corporation, partnership, joint venture, trust or other
enterprise, against expenses, judgments, fines and amounts paid in settlement actually and
reasonably incurred by him/her in connection with the defense or settlement of such action, suit
or proceeding, including attorneys’ fees, to the full extent permitted by law provided such action,
suit or proceeding is not based on such Member or Manager’s gross negligence or willful
misconduct. Each Manager shall indemnify all other Members who are a party or threatened to
be made a party to any threatened, pending or completed action, suit, or proceeding, whether
civil, criminal, administrative or investigative, including an action by or in the right of the
Limited Liability Company, so long as that Manager exercised rights and powers within the
authority required by this Agreement,

5.2 Employees And Agents. The Limited Liability Company may, at the discretion of
the Members, indemnify any person who was or is a party or is threatened to be made a party to
any threatened, pending or completed action, suit, or proceeding, whether civil, criminal,
administrative or investigative, including an action by or in the right of the Limited Liability
Company, by reason of the fact that he/she is or was an employee or agent of the Limited
Liability Company, or is or was serving at the request of the Limited Liability Company, as a
manager, director, officer, employee or agent of another limited liability company, corporation,
partnership, joint venture, trust or other enterprise, against expenses, judgments, fines and
amounts paid in settlement actually and reasonably incurred by him/her in connection with the
defense or settlement of such action, suit or proceeding, including attorneys' fees, to the full
extent permitted by law,

53  Expenses. The Limited Liability Company shall pay the Member or Manager, or
such person or entity as the Member or Manager may designate, on a continuing and current
basis, and in any event not later than thirty (30) Business Days following receipt by the Limited
Liability Company of the Member's or Manager's request for reimbursement, all expenses,
including attorneys fees, costs, settlements, fines and judgments incurred by or levied upon the
Member or Manager in connection with any action, suit or proceeding referred to in Section 5.1,

(a)  To the extent that an employee or agent of the Limited Liability Company
has been successful on the merits or otherwise in defense of any action, suit or proceeding
referred to in Section 5.2, or in defense of any claim, issue or matter therein, he/she may be
indemnified against expenses actually and reasonably incurred by such person in connection
therewith, including attorney’s fees.
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(b)  Expenses incurred by a Member or Manager in defending a civil or
criminal action, suit, or proceeding may be paid by the Limited Liability Company in advance of

~ the final disposition of such action, suit, or proceeding upon receipt of an undertaking by or on

behalf of the Member or Manager to repay such amount if it is ultimately determined that the
Member or Manager is not entitled to be indemnified by the Limited Liability Company as
authorized in this Agreement. Such expenses incurred by other employees and agents may be so
paid upon such terms and conditions, if any, as the Members deem appropriate.

5.4 Authorization. Any indemnification of Members, Manager(s), employees or
agents pursuant to this Article 5, unless ordered by a court, shall be made by the Limited
Liability Company only as authorized in the specific case upon a determination that such
indemnification is proper in the circumstances because such Member, Manager, employee or
agent has met the applicable standard of conduct set forth by law. Such determination shall be
made by the Members by a majority vote of a quorum consisting of Members who were not
parties to the action, suit, or proceeding, or if such a quorum is not obtainable, or even if
obtainable a quorum of disinterested Members so directs, by independent legal counsel in a
written opinion.

5.5  Notification and Defense of Claim. Promptly after receipt by a Member,
manager, employee or agent of notice of the commencement of any action, suit or proceeding,

the Member, Manager, employee or agent will, if a claim in respect thereof is to be made against
the Limited Liability Company, notify the Limited Liability Company of the commencement
thereof. The failure to promptly notify the Limited Liability Company will not relieve the
Limited Liability Company from any liability that it may have to the Member, Manager,
employee or agent thereunder, except to the extent the Limited Liability Company is prejudiced
in its defense of such claim as a result of such failure. Unless otherwise requested by the
Members, written notification shall not be necessary if the Member, Manager, employee or agent
informs a majority of the Members of the commencement of any such action, or, independent of
such notification by the Member, Manager, employee or agent, a majority of the Members has
reason to believe such action has been initiated or threatened. with respect to any such action,
suit or proceeding as to which the Member, Manager, employee or agent notified, or is deemed
to have notified, the Limited Liability Company of the commencement thereof, the following
shall apply:

(@)  The Limited Liability Company is entitled to participate therein at its own
expense;

(b)  Except as otherwise provided below, to the extent that it may wish, the
Limited Liability Company, jointly with any other indemnifying party similarly notified, will be
entitled to assume the defense thereof with counsel reasonably satisfactory to the Member,
Manager, employee or agent. After notice from the Limited Liability Company to the Member,
Manager, employee or agent of its election so to assume the defense thereof, the Limited
Liability Company will not be liable to the Member, Manager, employee or agent in connection
with the defense thereof other than reasonable costs of investigation or unless:
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(1)  the employment of separate counsel by the Member, Manager,
employee or agent has been authorized by the Limited Liability Company,

(2)  the Member, Manager, employee or agent reasonably concludes
that there may be a conflict of interest between the Limited Liability Company and the Member,
Manager, employee or agent in the conduct of the defense of such action and that such conflict
may lead to exposure for the Member, Manager, employee or agent not otherwise indemnifiable
and the Member, Manager, employee or agent notifies the Limited Liability Company of such

- conclusion and decision to employ separate counsel, or

(3)  the Limited Liability Company fails to employ counsel to assume
the defense of such action. The Limited Liability Company shall not be entitled to assume the
defense of any action, suit or proceeding brought by or on behalf of the Limited Liability
Company or as to which the Member, Manager, employee or agent reasonably makes the
conclusion provided for in (b)(2) above;

(© The Limited Liability Company shall not be liable to indemnify the
Member, Manager, employee or agent for any amount paid in settlement of any action or claim
effected without its written consent. The Limited Liability Company shall not settle any action or
claim in any manner which would impose any penalty or limitation on the Member, Manager,
employee or agent without the written consent of the Member, Manager, employee or agent.
Neither the Limited Liability Company nor the Member, Manager, employee or agent will
unreasonably withhold their consent to any proposed settlement.

5.6  Not Exclusive. The indemnification and advancement of expenses provided by
this Article 5 shall not be deemed exclusive of any other rights to which those seeking
indemnification or advancement of expenses may be entitled under the Articles of Organization,
as amended from time to time, or any agreement, vote of disinterested Members or otherwise,
both as to action in his official capacity and as to action in another capacity while holding such
office, and shall continue as to a person who has ceased to be a Member or Manager and shall
inure to the benefit of the heirs, executors and administrators of such person,

5.7  Further Indemnity. The Limited Liability Company shall have the power to give
any further indemnity, in addition to the indemnity authorized or contemplated under this Article
5, to any person who is or was a Member, Manager, employee or agent or to any person who is
or was serving at the request of the Limited Liability Company as a manager, director, officer,
employee or agent of another limited liability company, corporation, partnership, joint venture,
trust or other enterprise; provided, however, no such indemnity shall indemnify any person from
or on account of such person's conduct which was finally adjudged to have been knowingly
fraudulent, deliberately dishonest or willful misconduct, or if it is determined by a final judgment
or other final adjudication by a court of competent jurisdiction considering the question of
indemnification that such payment of indemnification is or would be in violation of applicable
law. The Limited Liability Company may enter into indemnification agreements with each
Member or Manager of the Limited Liability Company whom the Members authorize by vote of
a majority of a quorum of disinterested Members.
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5.8  Insurance. The Limited Liability Company may purchase and maintain insurance
or make other financial arrangements on behalf of any person who is or was a Member,
Manager, employee or agent of the Limited Liability Company, or is or was serving at the

* request of the Limited Liability Company as a manager, director, employee or agent of another

Limited Liability company, corporation, partnership, joint venture, trust or other enterprise
against any liability asserted against him/her and incurred by him/her in any such capacity, or
arising out of his/her status as such, whether or not the Limited Liability Company would have
the power to indemnify him/her against such liability under the provisions of this Article 5.
When, and if the Limited Liability Company obtains such insurance coverage or makes such
other financial arrangements, the Limited Liability Company shall not be required, to maintain
such insurance coverage or other financial arrangements in effect; provided, however, the
Limited Liability Company notifies the covered person in writing within five (5) business days
of the making of the decision to not renew or replace such insurance policy or maintain such
other financial arrangements in effect. The maintenance of such insurance or other financial
arrangements shall not diminish, relieve or replace the Limited Liability Company's liability for
indemnification under the provisions hereof. A claim for reimbursement thereunder, shall not be
denied on the basis that such amount mayor will be covered by such insurance policy or other
financial arrangements, if such payments from the insurance company or other financial

- arrangements will not be made to the covered person within ten (10) business days of the claim

for reimbursement.

The other financial arrangements made by the Limited Liability Company
pursuant to this Article may include:

(a) creation of a trust fund;
(b) establishment of a program for self-insurance;

(¢) securing of its obligation or indemnification by granting a security interest or

~ other lien on any assets of the Limited Liability Company;

(d) any other financial atrangements permitted by law; or,
(e) any combination of the above.

5.9  Additional Definitions. For the purpose of this Article 5, references to “the
Limited Liability Company” shall be deemed to include all constituent entities absorbed in a
consolidation or merger as well as the resulting or surviving entity, so that any person who is or
was a Member or Manager of such a constituent entity or is or was serving at the request of such
constituent entity as a manager, director or officer of another limited liability company,
corporation, partnership, joint venture, trust or other enterprise shall stand in the same position
under the provisions of this Article 5, with respect to the resulting or surviving corporation or
entity as he/she would if he/she had served the resulting or surviving corporation or entity in the
same capacity.

For purposes of this Article 5, the following definitions shall apply:
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(@  The term “other enterprise” shall include employee benefit plans.

(b)  The term “fines” shall include any excise taxes assessed on a person with
respect to an employee benefit plan.

(©) The term “serving at the request of the Limited Liability Company” shall
include any service as a Member or Manager of the Limited Liability Company which imposes
duties on, or involves services by, such Member or Manager with respect to an employee benefit

- plan, its participants, or beneficiaries.

(d) A person who acted in good faith and in a manner he reasonably believed

- to be in the interest of the participants and beneficiaries of an employee benefit plan shall be
- deemed to have acted in a manner “not opposed to the best interests of the Limited Liability

Company”.

5.10 Limitation of Members’ Liability. Other than a Member’s respective Capital
Contribution or obligation to make said Capital Contribution or additional contributions as
provided in this Agreement, the Members shall have no liability or obligation for any liabilities,
debts or obligations of the Company.

ARTICLE 6
MEMBERSHIP INTEREST

6.1  Contribution to Capital. Member contributions to the capital of the Limited

Liability Company may be paid for, wholly or partly, by cash, by personal property, or by real

property, or services rendered. By unanimous consent of the Members, other forms of
contributions to capital of a Limited Liability company authorized by law may be authorized or
approved. Upon receipt of the total amount of the contribution to capital, the contribution shall
be declared and taken to be fully paid. Members may be subject to additional contributions to
capital as determined by the Majority Interest of Members from time to time. Furthermore,
within thirty (30) days from the date of this Agreement, the Members shall cause to be
transferred to the Company the assets identified in Exhibit “B” attached hereto and incorporated
herein,

INITIAL INITIAL

(@  Upon the unanimous consent of the members, the Company may issue
more than one class of membership interest. The members may determine and alter the rights,

. preferences, privileges and restrictions granted to and imposed upon any wholly un-issued class
- of membership interest.

6.2  Valuation of Personal or Real Property and Services Rendered. Unless required
or recommended by any law or any governmental regulation or court decision or administrative
ruling applicable to this Limited Liability Company, the value to be assigned to a contribution to
capital of the Limited Liability Company of personal or real property shall be determined in the
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following manner, The Member contributing such personal, or real property must submit at the
time of the contribution a minimum of two appraisals by appraisers satisfactory to the
Management. The average appraised price as determined from the appraisals submitted shall be

- the amount assigned to this contribution of capital, In the event the Member demands a return of

his/her contribution to capital and such return is authorized pursuant to this Agreement and law,
the Limited Liability Company shall be only obligated to return the original monetary value
assigned to the property at the time of its contribution to capital.

(@)  Unless required or recommended by any law or any governmental
regulation or court decision or administrative ruling applicable to this Limited Liability
Company, the value to be assigned to a contribution to capital of the Limited Liability Company
for services rendered shall be the amount the Management determines is the fair market value for
such services.

6.3  Restrictions on Transfer and Assignment of Interests. No Member shall be

entitled to transfer, assign, convey, sell, encumber or in any way alienate all or any part of his or
her Membership Interest except upon completion of the Right of First Refusal procedure set forth
in subsection 6.3(g) below. Further, a Member may not assign any Economic Interest without
the non-economic interests related to the same Membership Interests, except with the consent of
the other Members as indicated by a Majority Vote of the other Members or by operation of law.
Any transfer in violation of this Article 6 shall only be effective to the extent set forth in
subsection 6.3(f). After the consummation of any transfer of any part of a Membership Interest,
the Membership Interest so transferred shall continue to be subject to the terms and provisions of
this Agreement and any further transfers shall be required to comply with all the terms and
provisions of this Agreement.

(a)  Exceptions. A Member may effectuate the following types of transfers
(“Exception Transfers”) without complying with the provisions of this Article relating to (i)
obtaining the consent of the non-transferring Members and (ii) the right of first refusal of the
Company and the other Members:

¢)) Any transfer of a Membership Interest by bequest or otherwise
occurring as a result of the death of an individual Member;

(2)  Any voluntary transfer of a Membership Interest (i) from an
individual Member to the trustee of a revocable trust for the benefit of that Member and/or his
spouse and/or his relatives within two degrees of consanguinity, or (ii) from the trustee of such a
trust back to one or more individual Member-trustor(s);

(3)  Any voluntary transfer of an undivided interest in a Membership
Interest (i) to a spouse from a Member, or (ii) from a Member’s spouse to a Member;

(4)  Any transfer of an Economic Interest to a spouse or former spouse
as part of property division arising from a marital dissolution involving a Member;
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Notwithstanding the foregoing sentence, the transferee in any such transfer shall take the
transferred interest subject to all the other provisions of this Agreement and shall comply with
the requirements of subsection (c).

(b)  Further Restrictions on Transfer of Interests. In addition to other
restrictions found in this Agreement, no Member shall transfer, assign, convey, sell, encumber or
in any way alienate all or any part of his or her Membership Interest: (i) without first complying
with subsection 6.3(g) below; and/or (ii) if the Membership Interests to be transferred, assigned,
sold or exchanged, when added to the total of all other Membership Interests sold or exchanged
in the preceding twelve (12) consecutive months prior thereto, would cause the termination of
the Company under the Code, as reasonably determined by the Manager.

©) Substitution of Members. A transferee of a all or any portion of a
Membership Interest shall have the tight to become a Substitute Member only if (i) the
requirements of this Article relating to majority consent of Members, securities and tax
requirements hereof are met, (ii) such transferee executes an instrument satisfactory to the
Manager accepting and adopting the terms and provisions of this Agreement, and (iii) such
transferee pays any reasonable expenses in connection with his or her admission as a new
Member. The admission of a substitute Member shall not result in the release of the transferring
Member from any liability that such Member may have to the Company or to the other
Members.

(d) Permitted Transfers. As used herein, the term "Permitted Transfer" refers
to (i) a transfer which has satisfied the provisions of this Article relating to Members' consent -
and the Company's and the other Members' right of first refusal, or (ii) an Exception Transfer, as
defined above.

(1)  Effective Date of Permitted Transfers. The Manager shall provide
the Members with written notice of any Permitted Transfer as promptly as possible after the
requirements of Section 6.1, 6.2 and 6.3 have been met, Any transferee of all or part of a
Membership Interest shall take subject to the restrictions on transfer imposed by this Agreement.

(e)  Rights of Legal Representatives. If a Member who is an individual dies or
is adjudged by a court of competent jurisdiction to be incompetent to manage the Member’s
person or property, the Member’s executor, administrator, guardian, conservator, or other legal
representative may exercise all of the Member’s rights for the purpose of settling the Member’s
estate or administering the Member’s property, including any power the Member has under the
Articles or this Agreement to transfer all or a portion of a Membership Interest, subject to the
restrictions herein. If a Member is a corporation, partnership, trust, or other entity and is
dissolved or terminated, the powers of that Member may be exercised by such Member’s legal
representative or successor.

()  No Effect to Transfers in Violation of Agreement. Upon any transfer of a

Membership Interest in violation of this Article 6, the transferee shall have no right to vote or
participate in the management of the business, property and affairs of the Company or to exercise
any rights of a Member. Such transferee shall only be entitled to become an Economic Interest
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Owner and thereafter shall only receive the share of the Company's Net Profits, Net Losses
and/or distributions of the Company's assets to which the transferor of such Economic Interest
would otherwise be entitled. Further, if the Manager reasonably determines that such transfer
would result in the termination of the Company under the Code, the transfer shall automatically
be null and void, ab initio, and the purported transferee shall not become either a Member or an
Economic Interest Owner,

(1)  Transfers of Economic Interests. Upon and contemporaneously
with any voluntary or involuntary transfer, assignment, conveyance or sale (whether arising out
of an attempted charge upon that Member's Economic Interest by judicial process, a foreclosure
by a creditor of the Member or otherwise) of a Member’s Economic Interest, which does not at
the same time transfer the balance of the rights associated with the Membership Interest in
question (including, without limitation, the rights of the Member to vote or participate in the
control of the business, property and affairs of the Company), the Company shall have the
option, but not the obligation, to purchase from the Member, and the Member shall sell to
Company for a purchase price of One Hundred Dollars ($100.00), all remaining rights and
interests retained by the Member that immediately before the transfer, assignment, conveyance
or sale were associated with the transferred Economic Interest. Such purchase and sale shall not,
however, result in the release of the Member from any liability to the Company. Each Member
acknowledges and agrees that the right of the Company to purchase such remaining rights and
interests from a Member who transfers an Economic Interest in violation of this section is
reasonable under the circumstances existing as of the date hereof,

()  Right of First Refusal. Except as otherwise provided herein, each time a
Member proposes to transfer, assign, convey, sell, encumber or otherwise alienate all or any part
of his or her Membership Interest, and each time that involuntary transfer occurs with respect to
~a Membership Interest, the Company and the non-transferring Members shall have right to
acquire the Membership Interest (or portion thereof) proposed to be transferred, and the Member
in question shall first offer such Membership Interest to the Company and the non-transferring
Members in accordance with the following provisions:

(1)  Notice of Intended Transfer. Such Member shall deliver a written
notice (“Notice of Intended Transfer”) to the Company and the other Members stating (i) such
Member's bona fide intention to transfer such Membership Interest, (ii) the name and address of

" the proposed transferee, (iii) the Membership Interest to be transferred, and (iv) the purchase
price and other terms of purchase for which the Member proposes to transfer such Membership
Interest.

(2)  Notices of Intent to Purchase. Within thirty (30) days after receipt
of the Notice of Intended Transfer described above, each non-transferring Member who desires
to purchase the Membership Interest to be transferred shall so notify the Manager in writing.
The failure of any Member to submit a notice within the applicable period shall constitute an
election on the part of that Member not to purchase, or participate in the purchase of, the
Membership Interest in question. Each Member making an election to purchase a portion of
such Membership Interest shall participate in the purchase in the same proportion that the
Percentage Interest of such Member bears to the aggregate of the Percentage Interests of all of
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the Members electing to so purchase the Membership Interest being transferred. If no Members
so elect in writing to purchase, or participate in the purchase of, the entire Membership Interest
being transferred, the Company may purchase such Membership Interest. On or before that date
which is 45 days after the Company received the Notice of Intended Transfer, the Company shall
deliver a written notice to the transferring Member, specifying that the Company, and/or certain
non-transferring Members desire and intend to purchase the entire Membership Interest in
question ("Notice of Intent to Purchase").

(3)  Exercise of Right of First Refusal. On or before the later of (i) the
expiration of the time period(s) specified in the terms set forth in the Notice of Intent to Transfer,
or (ii) that date which is sixty (60) days after delivery of the Notice of Intent to Purchase
described in Paragraph 6.3(g)(2) above, the Company and the Members electing to purchase
such Membership Interest shall pay and/or perform the price and terms of sale designated in the
Notice of Intended Transfer. If such Notice of Intended Transfer provided for the payment of
non-cash consideration, the Company and such purchasing Members may elect to pay the
consideration in cash equal to the good faith estimate of the present fair market value of the non-
cash consideration offered as determined by the Manager,

(4)  Non-Exercise of Right of First Refusal. If the Company and/or the

non-transferring Members do not elect to purchase all of the Membership Interest designated in
the Notice of Intended Transfer, then the transferring Member may transfer the Membership
Interest described in said notice to the proposed transferee specified therein, provided that such
transfer (i) is completed within thirty (30) days after the expiration of the above-described Right
of First Refusal, (ii) is made on terms no less favorable to the transferring Member than as
designated in said Notice of Intended Transfer, and (iii) the requirements relating to consent of
Members, and compliance with securities and tax requirements are met. If such Membership
Interest is not transferred in accordance with the foregoing sentence, the transferring Member
- must again give notice in accordance with this Section prior to any other or subsequent transfer
of such Membership Interest.

6.4  Return of Contributions to Capital. Return to a Member of his/her contribution to
capital shall be as determined and permitted by law and this Agreement.

6.5 Loans. Any loan or loans made by a Member to the Company, or monetary
advances made on behalf of the Company, shall not be viewed as a Capital Contribution by the
Member and shall not increase the Member’s Membership Interest.

6.6  Addition of New Members. A new Member may be admitted into the Company
only upon consent of a Majority in Interest of the Members. The amount of Capital Contribution
which must be made by a new Member shall be determined by the vote of all existing Members.
A new Member shall not be deemed admitted into the Company until the Capital Contribution
required of such person has been made and such person has become a party to this agreement.
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ARTICLE 7
DISTRIBUTION OF PROFITS AND LOSSES

7.1 Qualifications and Conditions. The profits and/or losses of the Limited Liability
Company shall be allocated to the Members, from time to time, as permitted under law and as

~ determined by the Members of the Limited Liability Company at an Annual or Special Meeting

of the Members.

7.2 Record Date. The Record Date for determining Members entitled to receive
payment of any distribution of profits shall be the day in which the Members in a meeting adopt
the resolution for payment of a distribution of profits, If the adoption of the aforementioned
resolution is by action in lieu of a meeting pursuant to Section 4 of Article III, the Record Date
shall be the date of the written consent. Only Members of record on the date so fixed are entitled
to receive the distribution notwithstanding any transfer or assignment of Member's interests or
the return of contribution to capital to the Member after the Record Date fixed as aforesaid,
except as otherwise provided by law.

7.3 Participation in Distribution of Profit. Each Member’s participation in the
distribution shall be in proportion to that Member’s contribution to the Limited Liability
Company’s total capital on the Record Date, as adjusted to reflect all of the Member's
contributions to or withdrawals from capital on or before the Record Date, unless the Members
have unanimously agreed in writing, to the use of another method of calculating allocation. Each
Member’s initial contribution shall be reflected in Exhibit A to this Operating Agreement which
is attached hereto and incorporated by this reference. Furthermore, the Members agree that no
profits shall be distributed to any Member until and unless the Members have been repaid their
cash capital contributions in full as stated in Exhibits “A” and “B” attached hereto and
incorporated herein.

INITIAL INITIAL

7.4  Limitation on the Amount of Any Distribution of Profit. In no event shall any
distribution of profit result in the assets of the Limited Liability Company being less than all the

liabilities of the Limited Liability Company, on the Record Date, excluding liabilities to
Members on account of their contributions to capital or be in excess of that permitted by law.

7.5  Date of Payment of Distribution of Profit. Unless another time is specified by the
applicable law, the payment of the distribution of profit shall be within thirty (30) days after the

Record Date,

ARTICLE 8
REPRESENTATIONS AND WARRANTIES BY MEMBERS

In executing this Agreement, each Member hereby makes the representations and
warranties set forth below to the Company, the Manager and the other Members.
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8.1  Units Not Securities. The Units and the Membership Interests are not intended or
believed to be “securities,” as that term is defined in federal and state securities laws. In this
regard, each Member intends to exercise his rights of control of the Company as allowed under
this Agreement in such a manner that such Member will not be relying solely on the skill and
expertise of the Manager for the success of the Company but also on the expertise and
experience of such Member and the other Members.

8.2  Waiver of Securities Laws Claims. TO THE FULLEST EXTENT ALLOWED

'BY LAW, EACH SUCH MEMBER EXPRESSLY WAIVES AND RELINQUISHES ANY

CLAIM SUCH MEMBER MIGHT HAVE AGAINST THE COMPANY, THE MANAGER OR
ANY OTHER MEMBER ARISING FROM ANY SECURITIES LAWS, INCLUDING BUT
NOT LIMITED TO THE SECURITIES ACT OF 1933, THE SECURITIES EXCHANGE ACT
OF 1934, AND/OR THE CORPORATE SECURITIES LAW OF 1968 (CALIFORNIA
CORPORATIONS CODE SECTIONS 25000 ET SEQ.) AND COVENANTS NOT TO BRING
ANY ACTION OR SUIT ON ANY SUCH CLAIM.

8.3 Preexisting Relationship or Ability to Protect Self. Each such Member:

(a)  has a preexisting personal or business relationship with the Company or
one or more of its officers, Manager or control persons; or

(b)  is capable of evaluating the risks and merits of an investment in the
Membership Interest and of protecting his or her own interests in connection with an investment
in the Company by reason of (i) such Member's business or financial experience or (ii) the
business or financial experience of such Member's financial advisor, who is unaffiliated with and
who is not compensated, directly or indirectly, by the Company or the Manager or any affiliate
or agent of the Company.

8.4  No Advertising. Such Member has not seen, received, been presented with, or
been solicited by any form of public advertising or general public solicitation with respect to the
Member's purchase of a Membership Interest, including any publicly-disseminated leaflet,
newspaper or magazine article or advertisement, radio or television advertisement, or any public
promotional meeting,

8.5 Investment Intent. Such Member is acquiring the Membership Interest for
investment purposes for his or her own account only and not for resale or with a view toward any
further distribution of all or any part of the Membership Interest. No other person will have any
direct or indirect beneficial interest in or right to the Membership Interest.

8.6  Purpose of Entity-Member. If the Member is a corporation, partnership, Limited
Liability Company, trust, or other entity, such Member was not organized for the specific
purpose of acquiring the Membership Interest.

8.7  Residence. Such Member is a resident of the United States of America.

8.8  Economic Risk. Such Member is financially able to bear the economic risk of
purchasing a Membership Interest in the Company, including the total loss of the purchase price.
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8.9  No Registration of Offering. Such Member acknowledges that no offering of the
Company's Units has been registered under the Securities Act of 1933, as amended (the
"Securities Act"), or qualified under the California Corporate Securities Law of 1968, as
amended, or registered with or qualified by any regulatory agency of the federal or state
government.

8.10 Resale of Units Restricted, Such Member understands that:

(a)  the Membership Units will be acquired from the Company in a transaction
not involving a public offering, and that the Membership Units may be resold without
registration and qualification only in certain limited circumstances, and that otherwise the

- Membership Interest must be held indefinitely;

(b)  to the extent that, notwithstanding Section 8.1 above, the Units might be
deemed to be “securities,” they might further be deemed to be “restricted securities™ under the
Securities Act of 1933 and SEC Rule 144, as presently in effect, which impose conditions which
must be met in order for that Rule to be available for resale of "restricted securities;

(¢) the Company has not made current information about the Company
available to the public and has no present plans to do so.

8.11 0 Obligation to Register. Such Member understands that the Company and the
Manager are under no obligation to register or qualify the Membership Interest under the
Securities Act of 1933 or under any state securities law, or to assist the Member in complying

~ with any exemption from registration and qualification,

8.12 No Disposition in Violation of Law. Without limiting the representations set
forth above, and without limiting the effect of Article 7 of this Agreement, such Member will not
make any disposition of all or any part of the Membership Interest which will result in the
violation by such Member or by the Company of the Securities Act, the California Corporation
Securities Law of 1968, or any other applicable federal or state securities laws.

8.13 Legends. Such Member understands that the Company has no present intention
of issuing certificates of membership in the Company, but if such intention were to change, any
certificates evidencing a Membership Interest might bear one or all of the following legends, or
words similar thereto:

(a)  “THE SECURITIES REPRESENTED BY THIS AGREEMENT HAVE
NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933 NOR QUALIFIED
UNDER ANY STATE SECURITIES LAWS. SUCH SECURITIES MAY NOT BE OFFERED
FOR SALE, SOLD, DELIVERED AFTER SALE, TRANSFERRED, PLEDGED, OR
HYPOTHECATED UNLESS QUALIFIED AND REGISTERED UNDER APPLICABLE
STATE AND FEDERAL SECURITIES LAWS OR UNLESS, IN THE OPINION OF
COUNSEL SATISFACTORY TO THE COMPANY, SUCH QUALIFICATION AND
REGISTRATION IS NOT REQUIRED. ANY TRANSFER OF THE SECURITIES
REPRESENTED BY THIS AGREEMENT IS FURTHER SUBJECT TO OTHER
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RESTRICTIONS, TERMS, AND CONDITIONS WHICH ARE SET FORTH HEREIN”; or
(b)  Any legend required by applicable federal or state securities laws.

8.14 Investment Risk. Such Member acknowledges that the Units in the Company
represent a highly speculative investment which involves a SUBSTANTIAL DEGREE OF RISK
OF LOSS OF THE MEMBER'S ENTIRE INVESTMENT IN THE COMPANY, and that such
Member fully understands the risk factors related to the purchase of the Membership Interest,
including but not limited to the fact that the Company is newly organized and has no financial or
operating history.

8.15  Accredited Investor. Such Member (jointly with such Member's spouse) (i) has a
personal net worth exceeding $1 million, or (ii) an annual income exceeding $200,000 (or
$300,000 including spouse's income) during each of the past 2 years, and has a reasonable
expectation of same for ensuing years or (iii) a net worth of $1,000,000 exclusive of personal
residence, automobile and home furnishings.

8.16  Difficulty in Liquidating Membetship Interest. Such Member acknowledges that

there are substantial restrictions on the transferability of the Membership Interest pursuant to this
Agreement, that there is no public market for the Units and none is expected to develop, and that,
accordingly, it may not be possible for him or her to liquidate his or her investment in the
Company.

8.17 Information Reviewed. Such Member: (i) has received and reviewed all
information he or she considers necessary or appropriate for deciding whether to purchase the
Membership Interest: (i) has had an opportunity to ask questions and receive answers from the
Company and the Manager regarding the terms and conditions of purchase of the Membership
Interest and regarding the business, financial affairs, and other aspects of the Company; (iii) has
had the opportunity to obtain all information (to the extent the Company possesses or can acquire
such information without unreasonable effort or expense) which such Member deems necessary
to evaluate the such Member’s investment in the Company and to verify the accuracy of
information otherwise provided to Such Member, and (iv) ) has had the opportunity to have such
Member’s attorney and/or other professional advisors review and analyze such information.

8.18 No Representations By Company. No Manager, agent or employee of the
Company or any other Person has at any time expressly or implicitly represented, guaranteed, or
watranted to such Member that: (i) such Member may freely transfer the Membership Interest;
(i) a percentage of profit and/or amount or type of consideration will be realized as a result of a
purchase of Units in the Company; (iii) past performance or experience on the part of the
Manager or his Affiliates or any other person in any way indicates the predictable results of the
ownership of the Membership Interest or of the overall Company business; (iv) any cash
distributions from Company operations or otherwise will be made to the Members by any
specific date or will be made at all; or (v) that any specific tax benefits will accrue as a result of
an investment in the Company.

8.19 Consultation with Professional Advisors. Such Member has had the opportunity
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to consult with his or her own attorney and/or other professional advisors regarding all legal, tax
and financial ramifications of becoming a Member in the Company and has actually done so to
the extent such Member considers appropriate.

8.20 Tax Consequences. Such Member understands that the tax consequences to such
Member of investing in the Company will depend on such Member's particular circumstances,
and neither the Company, the Manager, the Members, nor the partners, shareholders, Members,
Manager, agents, officers, directors, employees, affiliates, attorneys or consultants of any of
them will be responsible or liable for the tax consequences to such Member of an investment in
the Company. He or she will look solely to, and rely upon, his or her own advisers with respect
to the tax consequences participating in the Company.

8.21 No Assurance of Tax Benefits. Such Member understands that there can be no
assurance that (i) the Code or the Regulations will not be amended or interpreted in the future in
such a manner so as to deprive the Company and the Members of some or all of the tax benefits
they might now receive, or (ii) that some of the deductions claimed by the Company and/or the
allocations of items of income, gain, loss, deduction, or credit among the Members might not be
challenged by the Internal Revenue Service.

ARTICLE 9
ISSUANCE OF MEMBERSHIP INTEREST CERTIFICATES

9.1  Issuance of Certificate of Interest. The interest of each Member in the Company
shall be represented by a Certificate of Interest (also referred to as the Certificate of Membership
Interest or Certificate). Upon the execution of this Agreement and the payment of a Capital
Contribution by the Member, the Management shall cause the Company to issue one or more
Certificates in the name of the Member, certifying that he/she is the record holder of the
Membership Interest set forth therein.

9.2  Transfer of Certificate of Interest. A Membership Interest which is transferred in
accordance with the terms of Section 6.3 of this Agreement shall be transferable on the books of
the Company by the record holder thereof in person or by such record holder's duly authorized.
attorney, but, except as provided in Section 9.3 with respect to lost, stolen or destroyed
certificates, no transfer of a Membership Interest shall be entered until the previously issued
Certificate representing such Interest shall have been surrendered to the Company and cancelled
and a replacement Certificate issued to the assignee of such Interest in accordance with such
procedures as the Management may establish. The management shall issue to the transferting
Member a new Certificate representing the Membership Interest not being transferred by the
Member, in the event such Member only transferred some, but not all, of the Interest represented
" by the original Certificate. Except as otherwise required by law, the Company shall be entitled to
treat the record holder of a Membership Interest Certificate on its books as the owner thereof for
all purposes regardless of any notice or knowledge to the contrary.

9.3  Lost, Stolen or Destroyed Certificates. The Company shall issue a new
Membership Interest Certificate in place of any Membership Interest Certificate previously
issued if the record holder of the Certificate:
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(a)  makes proof by affidavit, in form and substance satisfactory to the

- Management, that a previously issued Certificate has been lost, destroyed or stolen;

(b)  requests the issuance of a new Certificate before the Company has notice
that the Certificate has been acquired by a purchaser for value in good faith and without notice of
an adverse claim;

(c)  satisfies any other reasonable requirements imposed by the Management.

If a Member fails to notify the Company ,within a reasonable time after it has notice of

* the loss, destruction or theft of a Membership Interest Certificate, and a transfer of the Interest

represented by the Certificate is registered before receiving such notification, the Company shall

~ have no liability with respect to any claim against the Company for such transfer or for a new

Certificate,

ARTICLE 10
AMENDMENTS

10.1 Amendment of Articles of Organization. Notwithstanding any provision to the

contrary in the Articles of Organization or this Agreement, in no event shall the Articles of
Organization be amended without the vote of Members representing a Majority in Interest of the

- Members.

102  Amendment of Operating Agreement. This Agreement may be adopted, altered,
amended or repealed and a new operating Agreement may be adopted by a Majority in Interest of
the Members.

ARTICLE 11
MISCELLANEOUS

11.1  Counsel to the Company. Counsel of the Company may also be counsel to any
Manager, Member, or Affiliate. The Manager and/or Members agree to execute on behalf of the

- Company and themselves individually the attached Joint Representation and Waiver of Conflict

document counsel may request pursuant to the California Rules of Professional Conduct or

- similar rules in any other jurisdiction (“Rules”). Further, in signing this Agreement, each

Member acknowledges that Company counsel has not represented any Member personally in the
preparation and negotiation of this Agreement or in connection with the any aspect of the
Company business. Further, counsel may withdraw from representing either the Company or
any Member in the event of a future dispute between one or more other Members or a good faith
assertion by a Member that Company counsel has an actual conflict of interest.

11.2  Fiscal Year. The Members shall have the paramount power to fix, and from time
to time, to change, the Fiscal Year of the Limited Liability Company. In the absence of action by
the Members, the fiscal year of the Limited Liability Company shall be on a calendar year basis
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and end each year on December 31 until such time, if any, as the Fiscal Year shall be changed by
the Members, and approved by Internal Revenue Service and the State of formation.

11.3  Annual Financial Statements; Statements of Account. Within ninety (90)

business days after the end of each Fiscal Year, the Management shall send to each Member who
- was a Member in the Limited Liability Company at any time during the Fiscal Year then ended
an un-agudited statement of assets, liabilities and Contributions To Capital as of the end of such
Fiscal Year and related un-audited statements of income or loss and changes in assets, liabilities
and Contributions to Capital. Within forty, five (45) days after each fiscal quarter of the Limited
Liability Company, the Management shall mail to each Member an un-audited report providing
natrative and summary financial information with respect to the Limited Liability Company. The
Management may extend such time period in its sole discretion if additional time is necessary to
" furnish complete and accurate information pursuant to this Section.

11.4  Events Requiring Dissolution. The following events shall require dissolution and
winding up the affairs of the Limited Liability Company:

(8)  When the Period of Duration of the Limited Liability Company expires as
specified in the Articles of Organization or in this Operating Agreement;

(b) By the written approval by a Majority In Interest of the Members to
dissolve the Company;

(¢) Upon the death, retirement, resignation, expulsion, bankruptcy or
dissolution of a Member or occurrence of any other event which terminates a Member’s
continued Membership in the Company.

Within ninety (90) days of the happening of that event requiring dissolution, the business
of the Limited Liability Company may be continued by the unanimous vote of all remaining
Members, and the filing of a Certificate of Continuation with the Office of the Secretary of State.

11.5  Choice of Law. IN ALL RESPECTS THIS AGREEMENT SHALL BE
GOVERNED AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE
OF FORMATION INCLUDING ALL MATTERS OF CONSTRUCTION, VALIDITY,
PERFORMANCE AND THE RIGHTS AND INTERESTS OF THE PARTIES UNDER THIS
AGREEMENT WITHOUT REGARD TO THE PRINCIPLES GOVERNING CONFLICTS OF
LAWS, UNLESS OTHERWISE PROVIDED BY WRITTEN AGREEMENT.

11.6  Severability. If any of the provisions of this Agreement shall contravene or be
held invalid or unenforceable or conflict with or contravene any provision of the Article of
Organization of the Limited Liability Company, the affected provision or provisions of this
Agreement shall be construed or restricted in its or their application only to the extent necessary
to permit the rights, interests, duties and obligations of the parties hereto to be enforced
according to the purpose and intent of this Agreement and in conformance with the applicable
law or laws.
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11.7  Successors and Assigns. Except as otherwise provided, this Agreement shall be
binding upon and inure to the benefit of the parties and their legal representative, heirs,
administrators, executors and assigns.

11.8  Non-Waiver, No provision of this Agreement shall be deemed to have been
waived unless such waiver is contained in a written notice given to the party claiming such
waiver has occurred, provided that no such waiver shall be deemed to be a waiver of any other or
further obligation or liability of the party or parties in whose favor the waiver was given.

11.9  Captions. Captions contained in this Agreement are inserted only as a matter of
convenience and in no way define, limit or extend the scope or intent of this Agreement or any
~ provision hereof.

11,10 Counterparts. This Agreement may be executed in several counterparts, each of
which shall be deemed an original but all of which shall constitute one and the same instrument.
It shall not be necessary for all Members to execute the same counterpart hereof. Electronic
signatures transmitted wither via facsimile or electronic mail in portable document format (pdf)
are binding on the party providing the facsimile or electronic mail signatures.

11.11 Membership. A corporation xﬁay be a member of this Limited Liability
Company.

11.12 Definition of Words. Wherever in this agreement the term he/she is used, it shall
be construed to mean also it as pertains to a corporation, trust or other “entity” Member.

11.13 Purpose of Organizer. Upon the filing and approval of the Articles of

Organization by the Secretary of State, the Organizer will have fulfilled his/her obligation to the

- Company as Organizer. If the individual serving as Organizer is also a Member or Manager,
he/she may hold or incur additional interest in or obligation to the Company.

EXECUTION BY MEMBERS

IN WITNESS WHEREQF, the undersigned, being the members of the above-named
limited liability company, have hereunto executed this Agreement as of November 09, 2017.

OPERATING AGREEMENT OF RM PROPERTY HOLDINGS, LLC
Page 24 of 24
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RM PROPERTY HOLDINGS, LLC
EXHIBIT “A”
LIST OF MEMBERS, CAPITAL AND PERCENTAGES

PERCENTAGE OF (1) INITIAL
PROFITS/CASH FLOW; (2) LOSS; CAPITAL
MEMBERS AND (3) CAPITAL GAINS CONTRIBUTION
SALAM RAZUKI SEVENTY FIVE PERCENT (75%) $750.00 CASH
10605 SENDA ACUARIO
SAN DIEGO, CA 92130
NINUS MALAN TWENTY FIVE PERCENT (25%) $250.00 CASH

5065 LOGAN AVE,, #101
SAN DIEGO CA 92113

ACKNOWLEDGED AND AGREED
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RM PROPERTY HOLDINGS, LLC
EXHIBIT “B”
ADDITIONAL CAPITAL CONTRIBUTIONS

ADDITIONAL CAPITAL CONTRIBUTION BY NINUS MALAN

One hundred percent (100%) membership interest in SAN DIEGO UNITED HOLDING
GROUP LLC, a California Limited Liability Company, and record owner of the
following properties:

(a)

(b)

©

(d)

)

®

(®

The real property commonly known as 8859 BALBOA AVE., STE.. A, SAN
DIEGO, CA 92123,

The real property commonly known as 8859 BALBOA AVE., STE.. B, SAN
DIEGO, CA 92123.

The real property commonly known as 8859 BALBOA AVE,, STE.. C, SAN
DIEGO, CA 92123,

The real property commonly known as 8859 BALBOA AVE., STE.. D, SAN
DIEGO, CA 92123.

The real property commonly known as 8859 BALBOA AVE., STE.. E, SAN
DIEGO, CA 92123.

The real property commonly known as 8861 BALBOA, STE. B, SAN DIEGO,
CA 92123,

The real property commonly known as 8863 BALBOA, STE. E, SAN DIEGO,
CA 92123.

One hundred percent (100%) membership interest in FLIP MANAGEMENT LLC, a
California Limited Liability Company.

Fifty percent (50%) membership interest in MIRA ESTE PROPERTIES LLC, a
California Limited Liability Company, and record owner of the real property commonly
known as 9212 MIRA ESTE CT., SAN DIEGO, CA 92126.

Fifty percent (50%) membership interest in ROSELLE PROPERTIES, LLC, a California
Limited Liability Company, and record owner of the real property commonly known as
10685 ROSELLE ST., SAN DIEGO, CA 92121.

EXHIBIT “B”
Page 1 of 2
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ADDITIONAL CAPITAL CONTRIBUTION BY SALAM RAZUKI

1. A twenty percent (20%) membership interest in SUNRISE PROPERTY
INVESTMENTS, LLC, a California Limited Liability Company, the record owner of the
real property located 3385 SUNRISE STREET, SAN DIEGO, CA 92012.

2. A twenty seven percent (27%) membership intetest in SUPER 5 CONSULTING
GROUP, LLC, a California Limited Liability Company, which is the operator of a
medical marijuana dispensary located at 3385 SUNRISE STREET, SAN DIEGO, CA
92012.

The Members acknowledge and agree that they shall use their best efforts to effectuate
the foregoing transfers to the Company within thirty (30) days and shall execute any and all
further documents as may be necessary to carry out the same.

CASH CONTRIBUTIONS

The Members acknowledge and agree they have each invested certain sums in connection
with the acquisition of the assets listed above and shall be entitled to recoup their entire
investment before any payment of profits by the Company as stated in section 7.3 of the
Company’s Operating Agreement. The Members further agree to work in good faith to calculate
each of their respective cash investment amounts within thirty (30) days and shall execute an
amendment to this Exhibit “B* to memorialize the same.

ACKNOWLEDGED AND AGREED

SALA NIN%S %%LAN

EXHIBIT “B”
Page 2 of 2
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lGina M. Austin (SBN 246833)
E-mail: gaustin@austinlegalgroup.com
amara M. Leetham (SBN 234419)
E-mail: tamara@austinlegalgroup.com
AUSTIN LEGAL GROUP, APC
3990 Old Town Ave, Ste A-112
San Diego, CA 92110

hone: (619) 924-9600

acsimile: (619) 881-0045

Attorneys for Defendants

Ninus Malan, San Diego United Holdings Group,
Balboa Ave Cooperative, Flip Management,
California Cannabis Group

SALAM RAZUK]I, an individual,
Plaintiff,
Vvs.

NINUS MALAN, an individual; CHRIS
HAKIM, an individual; MONARCH
MANAGEMENT CONSULTING, INC,, a
California corporation; SAN DIEGO
UNITED HOLDINGS GROUP, LLC, a
California limited liability company; FLIP
MANAGEMENT, 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.

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

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

DECLARATION OF GINA M. AUSTIN IN
SUPPORT OF EX PARTE APPLICATION
TO CLARIFY/MODIFY SEPTEMBER 7,
2018 EX PARTE AND PROPOSED ORDER
THEREON

[Imaged File]
Judge: Hon. Eddie C. Sturgeon
Dept: C-67

Date: September 27, 2018
Time: 8:30 am.
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I, Gina M. Austin, declare:

1. I am attorney admitted to practice before this Court and all California courts and,
along with Tamara M. Leetham, represent defendants Ninus Malan (“Malan”), San Diego United
Holdings Group (“San Diego United”), Balboa Ave Cooperative (“Balboa”), California Cannabis
Group (“CCG”), Devilish Delights, and Flip Management (“Flip”) (collectively “Malan
Defendants”) in this matter. I make this declaration in support of the Malan Defendants ex parte
application to clarify or modify the Court’s ruling on the September 7, 2018 hearing and to clarify
or modify the proposed order thereon. Unless otherwise stated, all facts testified to are within my
personal knowledge and, if called as a witness, I would and could competently testify to them.

2. As I’ve stated in prior declarations, I am an expert in cannabis licensing and
entitlements at the state and local levels and regularly speak on the topic across the nation.

3. I have represented Ninus Malan, San Diego United Holdings Group, Balboa Ave
Cooperative, and California Cannabis Group in multiple matters in San Diego County Superior
Court and my firm also performs additional legal services for the Malan Defendants to include
corporate transactions and structuring, land use entitlements and regulations related to cannabis,
and state compliance related to cannabis.

4, I have appeared at all 5 hearings related to plaintiff Salam Razuki’s (“Plaintiff”)
request for temporary restraining order and preliminary injunction:

a. July 17, 2018 hearing before Judge Medel in department 66;
b. July 31, 2018 hearing before Judge Strauss in department 75;
¢. August 14, 2018 hearing before Judge Sturgeon;

d. August 20, 2018 hearing before Judge Sturgeon;

e. September 7, 2018 hearing before Judge Sturgeon.

5. On September 7, 2018, I appeared at the continued hearing on plaintiff Salam
Razuki’s preliminary injunction. Attached as Exhibit A to my declaration is a true and correct
copy of a partial rough transcript, e-mailed from Mr. Griswold to all counsel in response to
questions regarding the proposed order.

6. On September 13, 2018, after some back and forth between counsel, Mr. Griswold

2

DECLARATION OF GINA M. AUSTIN ISO SEP. 27, 2018 EX PARTE TO CLARIFY/MODIFY ORDER

4275




AUSTIN LEGAL GROUP, APC

3990 Old Town Ave, Ste A-112

San Diego, CA 92110

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

e-mailed all counsel a Proposed Order. A true and correct copy of his e-mail and the Proposed
Order is attached as Exhibit B. Despite best efforts by Mr. Griswold, there continues to be a
disagreement as to (a) whether the licensed entities should be placed into the receivership as they
are not part of the settlement agreement; (b)the manner in which the current order has been
implemented as it has stripped all ability my office has to directly contact and process the
cannabis licenses; (c) the improper disclosure of confidential information to Mr. Lachant and
other parties; and (d) the scope of the forensic accounting and who is responsible for payment.

7. During the hearing on September 7, 2018, we asked the Court to keep the licensed
entities (California Cannabis Group and Balboa Ave Cooperative) out of the receivership, which
the Court declined. Isuggested the receiver become an owner and court received objection from
the receiver and the receiver’s counsel. Ironically, the state of California has since required the
receiver to fill out and submit owner paperwork for the state licenses. In fact, Mr. Essary is

currently listed as an owner for each of the licensed entities. The Court did allow me to continue

to process the state applications.

Issues With City MGO Audit

8. To remind the Court, Balboa Ave Céoperative is undergoing an audit by the City
of San Diego’s MGO with respect to its local sales tax. The receiver has been responsible for
managing this audit from July 17, 2018 — July 31, 2018 and from August 14, 2018 through the
date of this declaration.

9. To remind the Court, the City came back with comments that the sales tax could
not be reconciled with the amounts owed and there was a difference of approximately $100,000.
SoCal and non-party CPA John Yaeger were in exclusive control of the sales tax records during
the time period of the audit, or calendar year 2018.

10.  On September 11, 2018, John Yaeger e-mailed City MGO Grigor Gevorgyan on
behalf of Mike Essary about the City Audit. John Yaeger informed the City that Ninus Malan
was in possession of missing information. We were not copied on this e-mail. A true and correct
copy of this e-mail chain is attached as Exhibit C and incorporated by reference.

11.  On September 14, 2018, Mr. Gevorgyan responded to Mr. Yaeger’s e-mail. Mr.

3
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Gevorgyan asked Mr. Yaeger when Mr. Malan would gain access to the previous POS system and
requested documents listed in an excel spreadsheet and request help in obtaining these files. We
were not copied on this e-mail. See Exhibit C.

12.  On September 14, 2018, Mike Essary forwarded the e-mail chain and asked for
assistance in completing the local audit.

13.  On September 17, 2018 at 10:26 a.m., John Yaeger e-mailed Mike Essary about an
accounting system that would have records for the City MGO Audit. A true and correct copy of ‘
Mr. Yaeger’s e-mail is attached as Exhibit G and incorporated by reference.

14. At 10:27 a.m., Mr. Essary e-mailed me, Mr. Malan, and accountant Justus Henkes
about the information Mr. Yaeger said Mr. Malan would need to acquire. See Exhibit G.

15. At 10:49 a.m., Mr. Malan e-mailed Mr. Essary that he did not recall signing
anything for the software, that he found nothing in his e-mails, and that SoCal should have the
reports as Mr. Yaeger was doing the books but indicated he would continue to look. See Exhibit
G.

16. At 10:53 a.m., Mr. Essary looped Mr. Yaeger into the e-mail chain to determine
how to acquire the accounting information. See Exhibit G.

17. At 10:55 a.m., Mr. Yaeger e-mailed a link for the software. See Exhibit G.

18.  At3:13 p.m., Mr. Essary asked if anyone had an update and asked if someone
would update City MGO Auditor Gevorgyan. See Exhibit G.

19. At 3:24, I responded with an indication that the response to the City MGO would
require new corrected tax form and asked who was preparing them. See Exhibit G.

20. At 3:28, Mr. Essary replied that he intended John Yaeger to modify the
information. See Exhibit G.

21. At 3:32, Iresponded as I was confused by the entire e-mail chain. Mr. Yaeger
should have the information and should have completed the return, that Mr. Yaeger had already
been paid to complete the work. I do not understand why Mr. Yaeger submitted an incorrect form
to the City and my clients, the Malan Entities, do not have the information Mr. Yaeger says the
City needs,

4
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22.  As detailed in the concurrently filed declaration of Ninus Malan, Mr. Malan is not
in possession of this information. It was properly in SoCal’s possession.

23.  On September 25, 2018 I emailed Mr. Grigor and copied Mr. Essary to determine
if the issue has been resolved. Mr. Grigor indicated that no additional information has been
provided. A true and correct copy of this email chain is attached hereto as Exhibit L. Mr. Essary
responded and added Mr. Lachant and Mr. Yaeger to the email requesting assistance from Mr.
Girgor. This was an improper request of Mr. Grigor as MGO is the audit team. It was also
improper to add Mr. Lachant to the email chain as he has no information or expertise with San
Diego licensing. I have explained to Mr. Essary on many instances that this information is in the

possession of SoCal and he has the authority to obtain it. None-the-less, Mr. Essary has been

unable or unwilling to obtain the necessary information from SoCal and provide the same to
MGO.
24.  The negative consequences of failure to provide the requisite information could

include the City issuing additional fines or proceedings to revoke the conditional use permit.

Issues With Processing State License Applications

25.  After the September 7, 2018 hearing, I attempted.to continue to process the state
license applications for California Cannabis Group and Balboa Ave Cooperative.

26.  On September 12, 2018, a California Department of Public Health employee
explained to Mr. Essary that he had been identified as an owner of the “business” and would be
required to complete the individual profile. CDPH also indicated that Mr. Essary would be the
“sole individual authorized to make changes in the application.” A true and correct copy of this
e-mail is attached as Exhibit H and incorporated by reference.

27.  On September 17, 2018, Mr. Essary notified the CDPH that he had completed the
information. See Exhibit H.

28.  On September 12, 2018, Michaela Sweatt, compliance director at my law firm,
contacted the Bureau of Cannabis Control regarding Mr. Essary’s receivership and to ask for the
timeframe within which Mr. Essary was required to submit the appropriate documentation. The
Bureau of Cannabis Control responded a short time later and directed Ms. Sweatt to contact Mr.
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Essary. Iimmediately thereafter asked Mr. Essary to send me all correspondence from the
Bureau of Cannabis Control in order to complete the license applications. A true and correct copy

of this e-mail chain is attached as Exhibit D and incorporated by reference. No information other

than Mr. Essary’s owner application has been received from Mr. Essary.

29.  Inorder to accurately and timely process the state applications, the client (in this
case California Cannabis and Balboa Ave Cooperative) executes a power of attorney that appoints
me as the primary contact for the license processing.

30.  On September 13, 2018 at 9:28 a.m., after learning the state agencies would not
communicate directly with me, I e-mailed Mr. Essary the power of attorney documents and asked
him to sign and return in an attempt to continue to process the applications. A true and correct
copy of my e-mail is a&ached as Exhibit E and incorporated by reference.

31. At 4:23 that same day, I e-mailed Mike Essary about completing the powers of
attorney. See Exhibit E.

32. At 4:34, Mike Essary e-mailed me back that “Red and “Aaron” would respond-
hopefully that day. See Exhibit E.

33. At 4:55, Mr. Griswold responded that he does not understand my request but that
my firm would take the lead on work and responses. See Exhibit E.

34. At 4:58, I responded to Mr. Griswold that Mr. Essary’s failure to sign the power of
attorneys precludes us from talking to the agency via phone, e-mail or otherwise, that the Court
ordered us to process the applications and not give Mike information so he can process them. See
Exhibit E.

35.  On September 14, 2018, Mr. Essary corresponded with the Bureau of Cannabis
Control of his intent to continue operating Balboa Ave Cooperative during the receivership. A
true and correct copy of Mr. Essary’s e-mail and letter is attached as Exhibit F and incorporated
by reference.

36.  On September 17, 2018, Mr. Griswold responded that “Mike” would remain the
contact, that we would handle the work, and if this becomes a logistical issue, he would
reconsider. See Exhibit E.
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37.  On September 19, 2018, Mr. Essary e-mailed the Bureau of Cannabis Control his
owner submittal and copied Aaron Lachant. A true and correct copy of this e-mail and letter is
attached as Exhibit I and incorporated by reference.

38.  Ihave not received any further updates from Mr. Essary regarding the
applications. Ihave no knowledge whether or not the Bureau or CDPH have sent requests for

information.

Reasons Order Should Be Clarified/Modified

39.  We renew this request for several reasons: (a)the licensed entities are not subject to
the Settlement Agfeement and RM Property Holdings Operating Agreement and even if Plaintiff
prevails, these entities have been improperly placed into receivership; (b)the manner in which the
current order has been implemented has stripped all ability my office has to directly contact and
process the cannabis licenses; (c) Mr. Essary continues to disclose confidential information to Mr.
Lachant and other parties; (d) There is a disagreement as to the forensic accounting scope and
who is responsible for payment.

a. The Licensed Entities Have Been Improperly Placed Into The

Receivership. Mr. Razuki has no claim of ownership in the settlement agreement or elsewhere
that the moving party he has an interest in the licensed entities. The licensed entities are
expressly not subject to the settlement agreement and RM Property Holdings. There is no
practical purpose to put the licensed entities in the receivership as no money flows in or out of
these entities. It would be irrational and senseless for Mr. Malan or this office to interfere with
the prompt processing of the licensed entities and there has been no allegation by any party that

such activity is occurring. The only effect of putting the licensed entities into the receivership has

been to increase costs for all parties and delay the proper processing of the permits.

b. Current Draft Order Precludes Direct Communication and Unreasonably

Increases Expenses. Mr. Essary continues to consult with and copy Mr. Lachant on all issues

related to the licensing at both the state and local level. This is an unreasonable additional

expense being placed upon my clients. First, Mr. Lachant is not familiar with San Diego
licensing and has no expertise with regard to the transactions for San Diego which are
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substantially different than Los Angeles. None-the-less, Mr. Essary continues to copy Mr.
Lachant on all communication with the only result being increased fees to my client. Second, our
office has already charged a flat fee and have been paid for all work related to the state licensing.
Because Mr. Essary has refused to sign the power of attorney to allow my office to communicate
directly with the state agencies all communication must first go to Mr. Essary who in turn
consults with Mr. Lachant and Mr. Griswold. To add increased fees of Mr. Essary, Mr. Griswold,
and Mr. Lachant is extremely prejudicial to my clients.

c. The State Application Process Involves A High Degree Of Confidential

Information That Needs Confidential Protection. On September 11, 2018 I requested that

information I mark as “confidential” and provide to Mr. Essary not be shared with Mr. Lachant or
other parties to this litigation. A true and correct copy of my e-mail is attached as ExhibitJ and
incorporated by reference. Mr. Griswold suggested that I seek a protective order as he is unable
to determine what is confidential. Much of our internal work product and confidential proprietary
information. Specifically, much of the operating procedures for Mira Este and Balboa are marked
as confidential when submitted to the state agencies to avoid disclosure by any public records
request. Mr. Essary and Mr. Griswold have refused to acknowledge such confidentiality without
a modification to the court’s order.

d. The Forensic Accounting Must Include All Of Mr. Razuki’s Interests

Identified In The Settlement Agreement. In order for a proper accounting to occur all entities

subject to the receivership and all entities referenced in the settlement agreement (alleged by Mr.
Razuki to be operative) must be included in the accounting. Counsel for Mr. Razuki disagrees
that Mr. Razuki’s interest in “Sunrise” should be part of the forensic accounting. If Mr. Razuki is
to prevail the only way to determine what, if any, his interests are is to have a forensic accounting
of all parties interests in all assets identified in the settlement agreement. The court’s order
should be clarified to specify that Mr. Razuki’s interests in any and all entities that could be
subject to the settlement agreement must also be included in the forensic accounting.

40.  On September 27, 2018 at 8:35 am our office gave ex parte notice via email to
plaintiff Salam Razuki and cross-complainant in intervention San Diego Building Ventures, LLC.
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I provided the basis for the ex parte application, the relief requested, and the time, place and date
of hearing. As of the signing of this declaration, I have not heard whether they intend to oppose

the application. A true and correct copy of the notice provided is attached hereto as Exhibit K.

I declare under penalty of perjury under California state law that the foregoing is true and

correct. Executed in San Diego, California, on September 26, 2018.

. Austin
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Austin, Gina

From: calsur@aol.com

Sent: Friday, September 14, 2018 4:53 PM

To: rgriswold@griswoldlawsandiego.com; Austin, Gina; Leetham, Tamara;
ninusmalan@yahoo.com

Subject: Fwd: SD - Balboa Local Audit

Attachments: Balboa - Document Request List.xlsx

Can you all please help us with this information so we can resolve and close this discrepancy? It appears to be
necessary to access the POS system before Treez was implemented.

Thank you

Mike

From: ggevorgyan@mgocpa.com

To: john@jhypartners.com

Cc: calsur@aol.com, jcosta@mgocpa.com

Sent: 9/14/2018 2:43:35 PM Pacific Standard Time
Subject: RE: SD - Balboa Local Audit

Hi John,

When do you believe Ninus will gain access to the previous POS system?

Aside from the discrepancy noted in the sales detail, we would also need the documents listed in the
attached excel workbook.

Could you help us obtain these files?

Thank you,

GRIGOR GEVORGYAN, CPA
SENIOR CONSULTANT

+1(213) 408-8671
ggevorgyan@mgocpa.com
mgocpa.com
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From: John Yaeger [mailto:john@jhypartners.com]
Sent: Tuesday, September 11, 2018 6:27 PM
To: Grigor Gevorgyan <ggevorgyan@mgocpa.com>
Cc: Mike <calsur@aol.com>
Subject: Balboa Local Audit

Hi Grigor,

Hope you’re doing well. I am reaching out on behalf of Mike Essary — the receiver for Balboa Ave
Cooperative. It sounds like there has been an open item regarding the information uploaded for January.
I believe that missing information has to do with the other POS system that the operations used during
the first half of January. Ninus Malan needs to gain access to that account in order for you to get the
detailed information that you need. Please let me know if you have any questions.

Thanks

John

John H. Yaeger, CPA | Partner
JHY Partners

Certified Public Accountants

O: 858-299-1289 | C: 760-207-9353 | F: 858-299-1291

john@jhypartners.com

This message contains information that may be confidential and privileged. Unless you are the addressee (or authorized to
receive for the addressee), you may not use, copy, print or disclose to anyone this message or any information contained in
this message. If you have received this e-mail in error, please let me know and permanently delete this message.

The discussion above is as of this date, based solely on the limited information provided and is subject to change based on
changes in accounting pronouncements, tax regulations and law. We assume no responsibility for providing updated advice
at a later date.
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Austin, Gina

From: Austin, Gina

Sent: Wednesday, September 12, 2018 2:54 PM

To: Mike (calsur@aol.com)

Cc: Richardson Griswold (rgriswold@griswoldlawsandiego.com); Leetham, Tamara
Subject: FW: A10-17-0000134-APP - Receiver Appointed

Hi Mike,

See below. Please send me all correspondence from the Bureau so that we can continue our work.
Thank you.

Gina

From: Daniel, Veronica@DCA [mailto:Veronica.Daniel@dca.ca.gov]
Sent: Wednesday, September 12, 2018 2:32 PM

To: michaela@austinlegalgroup.com
Subject: RE: A10-17-0000134-APP - Receiver Appointed

Hello Ms. Sweatt,

The Bureau has been in communication with Mr. Essary regarding this matter and the information needed at this time. |
would recommend that you connect directly with him regarding your inquiry.

Thank you,

Veronica Daniel
Staff Services Manager Ii, Licensing

www.bcc.ca.gov
https://cannabis.ca.gov

HO@©

From: Michaela Sweatt [mailto:michaela@austinlegalgroup.com]

Sent: Wednesday, September 12, 2018 10:14 AM

To: Lee, Derek@DCA <Derek.Lee @dca.ca.gov>

Cc: Austin, Gina <gaustin@austinlegalgroup.com>; tamara@austinlegalgroup.com; Whelan, Pau!@DCA
<Paul.Whelan@dca.ca.gov>; Michael Essary <calsur@aol.com>

Subject: A10-17-0000134-APP - Receiver Appointed

Derek:

Mr. Essary had been appointed by the court as receiver to exercise control over California Cannabis Group's
operations. See attached court order.
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{ .
As the current Primary Contact for this temporary cannabis distribution license, | would like to know the timeframe in
which Mr. Essary must complete an Owner Submittal and/or when he must complete a new application for conducting
cannabis activities at the premises.

Thank you.
Michaela

Michaela Sweatt

Compliance Director

AUSTIN LEGAL GROUP, APC | 3990 Old Town Ave., Ste A112, San Diego, CA 92110 |
Ofc: 619-924-9600 | Cell 619-254-3852 | Fax 619-881-0045

Confidentiality Notice

This message is being sent on behalf of a lawyer. It is intended exclusively for the individual or entity to which it is addressed. This communication
may contain information that is proprietary, privileged or confidential or otherwise legally exempt from disclosure. If you are not the named
addressee, you are not authorized to read, print, retain, copy or disseminate this message or any part of it. If you have received this message in
error, please notify the sender immediately by e-mail and delete all copies of the message.

4290




Austin, Gina

From: Austin, Gina

Sent: Wednesday, September 12, 2018 2:55 PM

To: Mike (calsur@aol.com)

Cc Richardson Griswold (rgriswold@griswoldlawsandiego.com); Leetham, Tamara
Subject: FW: A11-17-0000115-APP - Receiver Appointed

Mike,

Again, please see below.
Please send me all correspondence from the Bureau so that we can continue our work.

Thank you.

Gina

From: Daniel, Veronica@DCA [mailto:Veronica.Daniel@dca.ca.gov]
Sent: Wednesday, September 12, 2018 2:31 PM

To: michaela@austinlegalgroup.com
Subject: RE: A11-17-0000115-APP - Receiver Appointed

Hello Ms. Sweatt,

The Bureau has been in communication with Mr. Essary regarding this matter and the information needed at this time. |
would recommend that you connect directly with him regarding your inquiry.

Thank you,

Veronica Daniel
Staff Services Manager lI, Licensing

www.bcc.ca.gov
https://cannabis.ca.gov

OO

From: Michaela Sweatt <michaela@austinlegalgroup.com>

Sent: Wednesday, September 12, 2018 10:17 AM

To: Davis, Heather@DCA <Heather.Davis@dca.ca.gov>

Cc: Austin, Gina <gaustin@austinlegalgroup.com>; tamara@austinlegalgroup.com; Whelan, Paul@DCA
<Paul.Whelan@dca.ca.gov>; Michael Essary <calsur@aol.com>

Subject: A11-17-0000115-APP - Receiver Appointed

Heather:

Mr. Essary had been appointed by the court as receiver to exercise control over California Cannabis Group's
operations. See attached court order.
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t {
As the current Primary Contact for this temporary cannabis distribution license, | would like to know the timeframe in
which Mr. Essary must complete an Owner Submittal and/or when he must complete a new application for conducting
cannabis activities at the premises.

Thank you.
Michaela

Michaela Sweatt

Compliance Director

AUSTIN LEGAL GROUP, APC | 3990 Old Town Ave., Ste A112, San Diego, CA 92110 |
Ofc: 619-924-9600 | Cell 619-254-3852 | Fax 619-881-0045

Confidentiality Notice

This message is being sent on behalf of a lawyer. It is intended exclusively for the individual or entity to which it is addressed. This communication
may contain information that is proprietary, privileged or confidential or otherwise legally exempt from disclosure. If you are not the named
addressee, you are not authorized to read, print, retain, copy or disseminate this message or any part of it. If you have received this message in
error, please notify the sender immediately by e-mail and delete all copies of the message.
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Austin, Gina

From: Richardson Griswold <rgriswold@griswoldlawsandiego.com>
Sent: Monday, September 17, 2018 1:29 PM

To: Austin, Gina

Cc: calsur@aol.com; Leetham, Tamara

Subject: Re: POAs Balboa and CCG

Gina,

For now, we would prefer that Mike be the main contact for the agency. Mike still agrees that it is best that you
handle the actual work. If this becomes a logistical issue at a later date, we can reconsider.

Thanks,
Red

Richardson C. Griswold, Esq.
Griswold Law, APC

444 S, Cedros Ave., Suite 250

Solana Beach, CA 92075

Tel: 858.481.1300

Fax: 888.624.9177
rgriswold@griswoldlawsandiego.com
www.griswoldlawsandiego.com

This message is intended only for the use of the individual or entity to which it is addressed, and may contain
information that is privileged, confidential and exempt from disclosure under applicable law. If the reader of
this message is not the intended recipient, or the employee or agent responsible for delivering the message to
the intended recipient, you are hereby notified that any dissemination, distribution or copying of this
communication is strictly prohibited. If you have received this communication in error, please notify the sender
immediately by e-mail and destroy all copies of the original message.

IRS Circular 230 disclosure: To ensure compliance with requirements imposed by the IRS, unless we expressly
state otherwise, we inform you that any U.S. federal tax advice contained in this communication (including any
attachments) is not intended or written to be used, and cannot be used, for the purpose of (I) avoiding penalties
under the Internal Revenue Code or (II) promoting, marketing or recommending to another party any
transaction or matter addressed herein. Griswold Law does not offer tax advice to its clients.

On Thu, Sep 13, 2018 at 4:58 PM, Austin, Gina <gaustin@austinlegalgroup.com> wrote:

We cant even talk to the agency via phone email or otherwise without the POA. The court ordered us
to process the applications. Not give Mike information so that he can process them. If fact, Mike
specifically said he didn't want to do anything of the sort. He wanted to manage the people doing

it. What is your concemn?

Gina
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Sent from my T-Mobile 4G LTE Device

-------- Original message --------

From: Richardson Griswold <rgriswold@griswoldlawsandiego.com>
Date: 9/13/18 4:55 PM (GMT-08:00)

To: "Austin, Gina" <gaustin@austinlegalgroup.com>

Cc: calsur@aol.com, "Leetham, Tamara" <tamara@austinlegalgroup.com>
Subject: Re: POAs Balboa and CCG

Gina,

I don't understand the purpose of the request. Mike is the primary contact with the state agency as he is the
person ultimately in control of the licenses. However, as confirmed, your office will take the lead on the
necessary work/responses in relation to the licenses. Mike will promptly relay all communications received
from the agency to you for discussion/consultation before proceeding on anything related to licensing issues.

Richardson C. Griswold, Esq.
Griswold Law, APC

444 S. Cedros Ave., Suite 250

Solana Beach, CA 92075

Tel: 858.481.1300

Fax: 888.624.9177
reriswold@griswoldlawsandiego.com
www.griswoldlawsandiego.com

This message is intended only for the use of the individual or entity to which it is addressed, and may contain
information that is privileged, confidential and exempt from disclosure under applicable law. If the reader of
this message is not the intended recipient, or the employee or agent responsible for delivering the message to
the intended recipient, you are hereby notified that any dissemination, distribution or copying of this
communication is strictly prohibited. If you have received this communication in error, please notify the sender
immediately by e-mail and destroy all copies of the original message.

IRS Circular 230 disclosure: To ensure compliance with requirements imposed by the IRS, unless we expressly
state otherwise, we inform you that any U.S. federal tax advice contained in this communication (including any
attachments) is not intended or written to be used, and cannot be used, for the purpose of (I) avoiding penalties
under the Internal Revenue Code or (II) promoting, marketing or recommending to another party any
transaction or matter addressed herein. Griswold Law does not offer tax advice to its clients.

On Thu, Sep 13, 2018 at 4:44 PM, Austin, Gina <gaustin@austinlegalgroup.com> wrote:
It needs your signature. They wont take anything except a form with the exact detail | have provided.

Gina

Sent from my T-Mobile 4G LTE Device
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-------- Original message --------

From: calsur@aol.com

Date: 9/13/18 4:34 PM (GMT-08:00)

To: "Austin, Gina" <gaustin@austinlegalgroup.com>

Cc: rgriswold@griswoldlawsandiego.com, "Leetham, Tamara" <tamara@austinlegalgroup.com>
Subject: Re: POAs Balboa and CCG

Gina,
Red and Aaron will respond - hopefully today.
Mike

In a message dated 9/13/2018 4:23:37 PM Pacific Standard Time, gaustin@austinlegalgroup.com writes:

| am heading out in 20 minutes. Any chance you are going to be able to get this to me
today?

Gina

Sent from my T-Mobile 4G LTE Device

-------- Original message --------

From: "Austin, Gina" <gaustin@austinlegalgroup.com>

Date: 9/13/18 9:28 AM (GMT-08:00)

‘To: "Mike (calsur@aol.com)" <calsur@aol.com>

Cc: "Richardson Griswold (rgriswold@griswoldlawsandiego.com)"
<rgriswold@griswoldlawsandiego.com>, "Leetham, Tamara" <tamara@austinlegalgroup.com>
Subject: FW: POAs Balboa and CCG

Good morning Mike.

Please sign and return the attached documents today so that we can attempt to get the agencies to allow
us to continue to process the applications.

Also, please let me know when you anticipate filing your Owner documentation so that I can update the
agencies.

Thank you!
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Gina

From: Michaela Sweatt [mailto:michaela@austinlegalgroup.com]
Sent: Thursday, September 13, 2018 9:01 AM

To: Austin, Gina
Subject: POAs Balboa and CCG

Gina,

I've attached the POAs for Essary to appoint me as primary contact for Balboa and CCG licenses.

Michaela Sweatt

Compliance Director

AUSTIN LEGAL GROUP, APC | 3990 Old Town Ave., Ste A112, San Diego, CA 92110 |
Ofc: 619-924-9600 | Cell 619-254-3852 | Fax 619-881-0045

Confidentiality Notice

This message is being sent on behalf of a lawyer. It is intended exclusively for the individual or entity to which it is addressed. This
communication may contain information that is proprietary, privileged or confidential or otherwise legally exempt from disclosure. If you
are not the named addressee, you are not authorized to read, print, retain, copy or disseminate this message or any part of it. If you have
received this message in error, please notify the sender immediately by e-mail and delete all copies of the message.
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Austin, Gina

From:
Sent:
To:

Subject:
Attachments:

Ms. Daniel,

calsur@aol.com

Friday, September 14, 2018 12:56 PM

veronica.daniel@dca.ca.gov; rgriswold@griswoldlawsandiego.com;
alachant@mmlg.com; Austin, Gina

California Cannabis Group License Number: M11-18-0000167-TEMP
Mira Este Daniel Letter 9-14-18.pdf

Attached is a response letter to your September 10, 2018 email to me.

Michael Essary
Receiver
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‘Michael Essary, Receiver
8304 Clairemont Mesa Blvd. #207, San Diego, CA 4'92 111

(858) 560-1178 / (858) 560-6709 fax
Toll Free (877) 581-1158 ‘

September 14, 2018

VIA EMAIL TRANSMISSION

Veronica Daniel, Staff Services Manager II
Bureau of Cannabis Control

2920 Kilgore Road Rancho

Cordova, CA 95670

" Re: California Cannabis Group
License Number* Mll 18- 0000167-TEMP

' Dear Ms. Damel

I'am writing in response to your e-mail dated September 10,2018 in which you
_requested that I provide details regarding my future intent for the above referenced
business pru)r to the temporary license expiration date of October 30, 2018. My intent as
receiver is for the business to continue operating, pursuant to Title 16, California Code of
Regulations, section 5024(c)(3), under its current temporary license and any subsequent
extensions. In addition, I would like the Bureau to continue processing the application
for annual license that the entity has submitted. The court has ordered that I keep the
business in operation while the court proceeding is pending. I would lxke to avoid a
cessation of business operations if possible.

My appointment as receiver over the licensed entity is temporary. The court is
actively monitoring the ongoing need for a receivership. On November 16, 2018, the
court is holding a hearing on whether to continue or terminate the receivership, I would
appreciate if the Bureau preserves the status quo regarding the business and its license
until such time as the Court makes a final judgment in this matter. In the meantime, I will
inform the Bureau of any developments and court rulings in the case.

‘Please let me know if you have any questions. I am more than happy to provide
any additional information that the Bureau needs in connection with this very important
matter,

Very truly
W ceiver
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Austin, Gina

From: Austin, Gina

Sent: Monday, September 17, 2018 3:32 PM

To: ‘calsur@aol.com'

Cc: ninusmalan@yahoo.com; Leetham, Tamara; juddthetaxman@gmail.com
Subject: RE: Fwd: SD - Balboa Local Audit

1 am a little bit confused by this. John was supposed to have all the information and should have completed the return
accurately. To now claim that he didn’t have the information or that he just submitted something in error knowing the
information was wrong is simply malpractice.

He has already be paid to complete this work and it is troublesome that you are now engaging him to complete work
that has already been completed.

I don’t have any information to notify Gregor with yet. | don’t have the rest of the documents that only you or SoCal
have, | don’t know why John submitted an incorrect form, | don’t have a timeframe for when we will receive the rest of
the information. Bottom line, | don’t have anything to update Gregor with.

Gina

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

Sent: Monday, September 17, 2018 3:28 PM

To: Austin, Gina <gaustin@austinlegalgroup.com>; john@jhypartners.com; ninusmalan@yahoo.com;
juddthetaxman@gmail.com; Leetham, Tamara <tamara@austinlegalgroup.com>

Cc: rgriswold@griswoldlawsandiego.com

Subject: Re: Fwd: SD - Balboa Local Audit

| intended for John to modify the filing when we have the information. You don't think we should update Grigor with
status?

Mike

In a message dated 9/17/2018 3:24:58 PM Pacific Standard Time, gaustin@austinlegalgroup.com writes:

The response would need to include the new corrected tax forms. Who is preparing that?

Gina

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

Sent: Monday, September 17, 2018 3:13 PM

To: john@jhypartners.com; ninusmalan@yahoo.com; juddthetaxman@gmail.com; Austin, Gina
<gaustin@austinlegalgroup.com>; Leetham, Tamara <tamara@austinlegalgroup.com>

Cc: rgriswold@griswoldlawsandiego.com

Subject: Re: Fwd: SD - Balboa Local Audit
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Engaged and waiting for response. Can someone send Grigor an update?

Thank you

Mike

In a message dated 9/17/2018 10:55:00 AM Pacific Standard Time, john@jhypartners.com writes:

Here is the link:

https://www biotrack.com/contact-us/
They should be able to find the account based on the name of the dispensary.
Thanks

John

This message contains information that may be confidential and privileged. Unless you are the addressee (or
authorized to receive for the addressee), you may not use, copy, print or disclose to anyone this message or any
information contained in this message. If you have received this e-mail in error, please let me know and
permanently delete this message.

- The discussion above is as of this date, based solely on the limited information provided and is subject to change
based on changes in accounting pronouncements, tax regulations and law. We assume no responsibility for
providing updated advice at a later date. :

From: calsur@aol.com <calsur@aol.com>
Sent: Monday, September 17,2018 10:53 AM
To: ninusmalan@yahoo.com; juddthetaxman@gmail.com; gaustin@austinlegalgroup.com;

2
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tamara@austinlegalgroup.com; John Yaeger <john@jhypartners.com>
Cec: rgriswold@griswoldlawsandiego.com
Subject: Re: Fwd: SD - Balboa Local Audit

Ok - we seem to be going back and forth here. I've got John in the chain so we can get this resolved. If
somebody can tell me how to contact Biotrack and maybe an account number | will make demand on

them for the reports via my receiver order.

Mike

In a message dated 9/17/2018 10:49:04 AM Pacific Standard Time, ninusmalan@yahoo.com

writes:

Mike,

| do not recall signing anything for Biotrack. | looked through some of my emails and found
nothing. As you may know SoCal took possession of Balboa in December of 2017. John,
should have have these reports as he was the doing the books. | will continue to look in my
emails.

Best regards,

Ninus Malan

From: "calsur@aol.com" <calsur@aol.com>

To: ninusmalan@yahoo.com; juddthetaxman@gmail.com;
gaustin@austinlegalgroup.com

Sent: Monday, September 17, 2018 10:27 AM

Subject: Fwd: SD - Balboa Local Audit
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Ninus,

Can you do as John suggests and see if you can get us that info?

Thank you

Mike

From: john@jhypartners.com

To: calsur@aol.com

Sent: 9/17/2018 10:26:24 AM Pacific Standard Time
Subject: RE: SD - Balboa Local Audit

Hi Mike,

After looking at the file it looks like they made the change on 1/24/2018.
The account is under Ninus' name, so he had to sign something. He
should have it in his emails. He needs to call BioTrackTHC and they
should have all of this on file.

Thanks

John
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Austin, Gina

From: calsur@aol.com
Sent: Monday, September 17, 2018 4:11 PM
To: Quyen.Pham@cdph.ca.gov; rgriswold@griswoldlawsandiego.com
Cc: malanlicensing@gmail.com; ccgchrishakim@gmail.com;

michaela@austinlegalgroup.com; Austin, Gina; alachant@mmlg.com ;
Subject: ' Re: Appointed Receiver for California Cannabis Group ‘
Mr. Pham,

Thank you for your patience. | have completed my Individual Profile on your website. Information you requested is:
MCLS Individual ID: 21012663

Full name: Michael William Essary

Please let me know if you need any additional information from me.

Michael Essary
Receiver
619-886-4116 cell

In a message dated 9/12/2018 9:00:47 AM Pacific Standard Time, Quyen.Pham@cdph.ca.gov writes:

Good morning, Mr. Essary

As you shall exercise full control over the California Cannabis Group’s operations, you are identified
as an owner of the business pursuant to Section 40102 of the California Code of Regulations.
Please complete your Individual profile in Manufactured Cannabis Licensing System (MCLS). For
access to the system, please click on New User on our Apply for a License page. Once completed,
please provide me the following information in order to be associated to California Cannabis
Group’s profile:

MCLS Individual ID

Full name

As the sole individual authorized to make changes in the application, the mailing address and
primary contact shall be updated with your information.

Please let me know if you should have any questions.
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Sincerely,

Cuyen D. Pham

Licensing Unit
Manufactured Cannabis Safety Branch
California Department of Public Health

www.cdph.ca.gov/mcsb

www.cannabis.ca.gov

Califernis Deparement of

@} PublicHealth

E-Mail Confidentiality Notice: This email and any files transmitted with it are confidential and intended solely for the use
of the individual or entity to whom they are addressed. If you have received this email in error please notify the system
manager. This message contains confidential information and is intended only for the individual named. If you are not the
named addressee you should not disseminate, distribute or copy this e-mail. Please notify the sender immediately by e-
mail if you have received this e-mail by mistake and delete this e-mail from your system. If you are not the intended
recipient you are notified that disclosing, copying, distributing or taking any action in reliance on the contents of this
information is strictly prohibited.

From: calsur@aol.com <calsur@aol.com>

Sent: Wednesday, August 29, 2018 12:47 PM

To: CDPH Manufactured Cannabis Safety Branch <MCSB@cdph.ca.gov>

Subject: Notification of Court Appointed Receiver for California Cannabis Group (License Number: CDPH-

T00000229)

Dear Sir/Madam:

Please see attached documentation about my re-appointment as receiver for this entity.

Michael Essary

Receiver
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Austin, Gina

From: calsur@aol.com

Sent: Wednesday, September 19, 2018 12:29 PM

To: veronica.daniel@dca.ca.gov; alachant@mmlg.com;
rgriswold@griswoldlawsandiego.com; Austin, Gina

Subject: California Cannabis Group License Number: M11-18-0000167-TEMP

Attachments: kyoScan-9.19.2018-12.26.31.pdf

Dear Ms. Daniel.
Please see attached letter and Owner Submittal form for this license.

I am at your service should you need any more additional information - or please feel free to call me if you have any
questions.

Thank you.

Michael Essary
619-886-4116 cell
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Michael Essary, Receiver

8304 Clairemont Mesa Blvd. #207, San Diego, CA 92111
(858) 560-1178 / (858) 560-6709 fax
Toll Free (877) 581-1158

September 19, 2018

VIA EMAIL TRANSMISSION

Veronica Daniel, Staff Services Manager I
Bureau of Cannabis Control

2920 Kilgore Road Rancho

Cordova, CA 95670

Re: California Cannabis Group
License Number: M11-18-0000167-TEMP

‘Dear Ms. Daniel:

As you know, I am the court appointed receiver of California Cannabis Group.
I am writing to submit to the Bureau the attached Owner Submittal (BCC-LIC-
012) form in connection with my receivership of California Cannabis Group.
Although you have not yet requested submission of this form, I am providing it
to the Bureau in an abundance of caution. Please let me know if you would
like me to take a LiveScan background check in connection with this business.
I am more than happy to provide any additional information that the Bureau
needs in connection with this very important matter.

Very truly yogs_z__wt> |
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BCC-LIC-012 (Rev. 12117) State of California
California Department of Consumer Affairs . . Edmund G. Brown Jr., Governor

-~ Bureau of Cannabis Control
~www.bcc.ca.gov

OWNER SUBMITTAL
T FulName — Tous ofamh Sy State 3 Couniry o757
Michael W. Essary 07/09/1959 St. Louis
Mailing Address City . State  |Zip Code  |Phone Number
8304 Clairmont Mesa Bivd. #207  San Diego - ICA 192111 |(858)560-1178
SSNor ITIN Gurrent Employer Email Address T Ownership % |Job Title
555-33-5290 Calsur Property Management calsur@aol com _ 0 Receiver
SECTfON B~ DECLARATIONS ) o Y ) R
2. Have you ever been sanctioned by a licensing authonty ot local agency 1or unauthorlzed commerclal cannabis activities -
and/or had a license suspended or revoked in the three years immediately preceding the date of this application? D Yes m No
If "Yes", please complete item 9 e
3. Have you been denied a license by the Bureau or any other state cannabis licensing authority? [:| Yes No
if "Yes", please complete item 10 ; )
4. Do you have an ownership or financial interest (as defined in Title 18 CCR 5003 and 5004) in a licensed cannabis business? IZ] Yes D No
If"Yes", please complete item(s) 7-8 . :
5. Have you ever been convicted of a crime? D Yes m No -
‘If "Yes", please complete item(s) 11-12
6. Haveyou served as an active duty member of the Armed Forces of the United States and were honorably discharged? D Yes [Z] No

Response {o this question is voluntary, If "Yes", you may qualify for priority procassmg of your application.
OTHER CANNABIS LICENSE(S) (Attach additional sheets If needed) :

7. Agency * |License Number Date Issued
BCC : A10-18- 0000113 2018
8.  Agency License Number Date Issued
- CDPH CDPH-T00000229 - 2018
CANNABIS LICENSE(S) SUSPENDED, REVOKED, OR DENIED (Attach additional sheets If needed)
9. License Authority - License Type o ISuspension/Revocation Date

Detsiled Statement Regarding Suspension/Revocation

10.. License Authority ) Licen‘sefype Denial Date

CRIMINAL VIOLATION(S) For each conviction, provide the information requested below and aﬂach a detailed description of the offense for which you weﬁ
convicled.

11. Date of Conwcuon Code Section : ' 4 Type of Conviction (Felony or Misdemea‘no‘r)k
Date(s) of Incarceration Date(s) of Probatidn ) Date(s) of Parole

12, Date of Conviction Qode Section Type of Conviction (Felony or Misdemeanor)
Date(s) of Incarceration Date(s) of Probation ‘ Date(s) of Parole

'SECTION C - REQUIRED DOCUMENTS o AT
Copy of Government-Issued Identification D Proof of Military Status (if applicable)
"SECTION D - AFFIRMATION AND CONSENT e ;

Under penalty of perjury, | hereby declare that the information contained within and submitted with the application is complete, true,
and accurate. | understand that a misrepresentation of fact is cause for rejection of this application, denial of a license, or revocation
of alicense issued.

Signature ‘// / PR
Office Use Only = L;//J

CLEaR Application Record Number:

Printed Name Date Signed
Michael W. Essary 09/18/2018

See Disclosures on the Next Page

BCC-LIC-012 (Rev. 12/17) Page 1 of 3
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DISCLOSURES

Mandatory Submission

Submission of the requested information is mandatory unless otherwise noted on the application. The Bureau of Cannab;s Contro| (Bureau)
will use the provided information to determine qualification for licensure, per section 26051.5 of the Business and Professions Code and the
Information Practices Act. Fallure to provide any of the requested information will result in the application being deemed incomplete by the
Bureau. The Bureau will also use this informatlon to enforce licenslng standards set by law and regulation, update and maintain current
licensee information, and for mallmg purposes.

Social Security Number/individual Taxpayer Identification Number

Section 30 of the Business and Professions Code and Public Law 94-455 (42 U,S.C.A. 405 (¢)(2)(C)) authorizes the collection of an owner's
Soclal Security Number (SSN) or Individual Taxpayer Identification Number (ITIN), The disclosure of an owner's SSN or ITIN is mandatory.
The Information will be used exclusively for tax enforcement purposes and for purposes of compliance with section 17520 of the Family
Code. If a SSN or ITIN is not provided, the Bureau will not process the application and you will be reported to the Franchise Tax Board,
which may assess a $100 penaity. .

Detailed Description of the Owner's Convictions i

Section 26051.5 of the Business and Professions Code authorizes the Bureau to collect detailed information of an owner's convictions. A

conviction means a plea or verdict of guilty or a conviction following a plea of nolo contendere. Owners should include convictions

dismissed under Penal Code section 1203.4 or equivalent non-California faw in their disclosures. Convictions dismissed under Health and

Safety Code section 11361.8 or-equivalent non-California law must also be disclosed. Juvenile adjudications and traffic infractions under

$300 that did not involve alcohol, dangerous drugs, or controlled substances do not need to be included.
. ¥

State Tax Obligation -

Pursuant to Business and Professnons Code section 31(e), the Cahfomla Department of Tax and Fee Administration (formerly the Board of

Equalization (BOE)), and the Franchise Tax Board may share taxpayer information with the Bureau. A licensee or applicant must pay its

state tax obligation; an applicant's license may be suspended if the state tax obligation is not paid.

Owner(s) Mailing Address(es)
The Bureau sends all official correspondence to an owner's mailing address. This mailing address may be the owner's primary place of
employment, residence, post office box, or mail drop.

Malling addresses are considered public mformatmn and are disclosable pursuant ta the California Public Records Act (Ghvernment Code
section 6250 et seq.). Owner names, malling addresses, licensing statuses, as well as formal disciplinary actions may be accessed on the
Bureau wabsnte through the License Lookup feature. Please consider this, especially when listing a malling address. . .

Military Service

Disclosure of military service is voluntary An appllcant that has served as an active duty member of the Armed Forces of the United States,
was honorably discharged, and who ¢an provide evidence of such honorable discharge shall have his or her application expedited pursuant
te Business and Professions Code section 115.4.

Flnancial Information

To ensure accountability and preserve the State’s ability to adequately entorce against all responsible parties. the Bureau s authorized to

- collect detalled information regarding individuals with a “financial interest” in the commercial cannabis operation under section 26051.5 of
the Business and Professions Code. “Persons with a financial interest’ means an investment into a cannabis business, a loan provided to a
cannabis business, or any other equity in @ cannabis business that is not qualified as an owner. It does not include persons whose only
Interest in a licensee is an interest in a diversified mutual fund, blind trust, or similar instrument. The applicant must provide the following
information for all non-owners with a financial interest: their name, date of birth, and type of government issued identification and
Identification number. ;

Premises Location

Business and Professions Code section 26054(b) provides that a licensed premises “shall not be within a 600-foot radius of a school
providing instruction in kindergarten or any grades 1 through 12, day care center, or youth center that is in existence at the time the license
Is issued, unless a licensing authority or a local jurisdiction specifies a different radius.” The Bureau will determine as to whether the
proposed premises is located in an area as described in the application and required documents.

Access to Personal Information

You may review the records maintained by the Bureau that contain your personal information, as permitted by the Information Practices
Act. Ta do 50, please contact CJ Croyts-Schooley by phone at (833)768-5880, by e-mall at bec@dca.ca.gov or by physical malil at
Departmant of Consumer Affairs — Bureau of Cannabis Control, 1626 North Market Blvd, Suite S-202, Sacramento, CA 95834.

BCC-LIC-012 (Rev. 12/17) Page 2 of 3
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Public Information

The Bureau makes every effort to protect the personal information provided by license applicants, Applncatlon information may be disclosed,
however, as permitted in response to a California Public Records Act request (Government Code section 6250 et seq.), as permitted by the
information Practices Act (Civil Code section 1798 et seq.), to another government agency as required by state or federal law, in response
to & court or administrative order, a subpoena ora search warrant

Pursuant to the California Public Records Act (Title 1, Division 7, Chapter 3.5, Government Code sechons 6250-6277), on request, the
Bureau discloses licensee information including, but not limited to:

+ Name

» Mailing address

+ License number

+ License status

s Original license issue date

+Last license renewal date

+ License expiration date

+ Disciplinary action

+ Gopy of license renewal app'icalions :

+ Copy of license application {excluding personal information such as birth date and social security number)

BCC-LIC-012 (Rev. 12/17) ; Page 3 of 3
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Austin, Gina

From: calsur@aol.com

Sent: Wednesday, September 19, 2018 12:01 PM

To: veronica.daniel@dca.ca.gov; alachant@mmlg.com;
rgriswold@griswoldlawsandiego.com; Austin, Gina

Subject: Balboa Avenue Cooperative License Number: A10-18-0000113-TEMP

Attachments: kyoScan-9.19.2018-11.59.58.pdf

Dear Ms. Daniel.
Please see attached letter and Owner Submittal form for this license.

| am at your service should you need any more additional information - or please feel free to call me if you have any
questions.

Thank you.

Michael Essary -
619-886-4116 cell
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Michael Essary, Receiver

8304 Clairemont Mesa Blvd, #207, San Diego, CA 92111
(858) 560-1178 /(858) 560-6709 fax
Toll Free (877) 581-1158

September 19, 2018

VIA EMAIL TRANSMISSION

Veronica Daniel, Staff Services Manager 11
Bureau of Cannabis Control

2920 Kilgore Road

Rancho Cordova, CA 95670

Re: Balboa Avenue Cooperative License Number: A10-18-0000113-TEMP
Dear Ms. Daniel: |

As you know, I am the court appointed receiver of Balboa Avenue Cooperative. I am
wrltmg to submit to the Bureau the attached Owner Submittal (BCC-LIC-012) form
in connection with my receivership of Balboa Avenue Cooperative. Although you
have not yet requested submission of this form, I am providing it to the Bureau in an
abundance of caution. Please let me know if you would like me to take a LiveScan
background check in connection with this business. I am more than happy to provide
any additional information that the Bureau needs in connection with this very
important matter.

Very truly yours,
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BCC-LIC-012 (Rev. 12/17) . State of California
California Department of Consumer Affairs Edmund G. Brown Jr., Governor

Bureau of Cannabis Control
www.bce.ca.gov

OWNER SUBMITTAL
1, Full Name ) Date of Binh City, State, and Country of Birth
Michael W. Essary . 07/09/1959 - St, Louis
Mailing Address : ) T City : . State - |Zip Code Phone Number
8304 Clairmont Mesa Blvd. #207 San Diego CA 92111 |(858) 560-1178
SSNoriTIN® Current Employer Email Address "|Ownership % lJob Title” .
555-33-5290 Calsur Property Management calsUr@aoI.com 0 | Receiver

SECTION B~ DECLARATIONS

2. - Have you ever been sanctioned by a Ncensmg authonty or tocal agency for unauthonzed commerclal cannabis activities

and/or had a license suspended or revoked in the three years immediately preceding the date of this application? D Yes m No

. If"Yes", please complete itam 9 )

3. Have you been denied a license by the Bureau or any other state cannabis licensing authority? D Yes m No
If “Yes", please complete item 10 ) i

4. Do yau have an ownership or ﬁnanctal interest (as deﬂned in Title 16 CCR 5003 and 5004) in a licensed cannabis business? m Yes E] No
If “Yes", please complete item(s) 7-8

5. 'Have you ever been convicted of a crime? D Yes m No
1t "Yes", please complete item(s) 11-12 . i

6. Have you served as an active duty member of the Armed Forces of the United States and were honorably discharged? [:] Yas [Z] No

Response to this question is voluntary. If "Yes", you may qualify for priority processing of yourapplicauan
OTHER CANNABIS LICENSE(S) (Attach addnllona! sheets If needed) -

7. -Agency License Number - Date Issued

BCC M11-18-0000167-TEMP 2018

8, Agency - License Number.. .. |Date Issued

CDPH * CDPH-T00000229 2018

CANNABIS LICENSE(S) SUSPENDED, REVOKED, OR DENIED (Attach additional sheets if needed) )

9. License Authority ILicénse Type ] _I@spension/Reyocation Date

Detailed Statement Regarding Suspensfon/Revocation

10. License Authority License Type ; Denial Date

CRIMINAL VIOLATION(S) For each conviction, provide the information requested below and attach a detalled description of the offense for which you were
convicted, '

11. Date of Conviction Code Sectlcn ’ ; Type of Convlétion (Felony or Misd'emeano;)
Dﬁte(s) of Incarceration Date(s) of Probation Date(s) of Parole

12. Date of Conviction Code Section ) ) Type of Cénvictlon (Felony or Misdemeanar)
Date(s) of Incarceration Date(s) of Probation B Date(s) of Parole

SECTION C < REQUIRED DOCUMENTS R
[_7_] Copy of Government-Issued Identification . D Proof of Military Status (if applicable)
SECTION D - AFFIRMATION AND CONSENT : S ;1 )

Under penalty of perjury, | hereby declare that the information contained within ahd submitted with the application is complete, true,
and accurate. | understand that a misrepresentation of fact is cause for rejection of this application, denial of a license, or revocation
of a license issued.

Printed Name Date Signed
Michael W. Essary 09/18/2018

Signature -

“Bfiice Use Ohly =
CLEaR Application Record Number:

See Disclosures on the Next Page

BCC-LIC-012 (Rev. 12/17) Page 10f 3
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DISCLOSURES

Mandatory Submission

Submission of the requested information is mandatory unless otherwise noted on the application. The Bureau of Cannabis Control (Bureau)
will use the provided information to determine qualification for licensure, per section 26051.5 of the Business and Professions Code and the
Information Practices Act. Failure to provide any of the requested information will result in the application being deemed incomplete by the -
Bureau. The Bureau will also use this information to enforce licensing standards set by'law and regulation, update and maintain current
licensee information, and for mailing purposes,

Social Security Number/Individual Taxpayer Identification Number

Section 30 of the Business and Professions Code and Public Law 94-455 (42 U.S.C.A. 405 (c)(2)(C)) authorizes the collection of an owner's
Soclal Security Number (SSN) or Individual Taxpayer Identification Number (ITIN). The disclosure of an owner's SSN or {TIN is mandatory.
The information will be used exclusively for tax enforcement purposes and for purposes of compliance with section 17520 of the Family
Code. If a SSN or ITIN Is not provided, the Bureau will not process the application and you will be reported to the Franchise Tax Board,
which may assess a $100 penalty. )

Detailed Description of the Owner's Convictions

Section 26051.5 of the Business and Professions Code authorizes the Bureau to collect detailed information of an owner's convictions. A
conviction means a plea or verdict of guilty or a conviction following a plea of nolo contendere. Owners should include convictions
dismissed under Penal Code section 1203.4 or equivalent non-California law in their disclosures. Convictions dismissed under Health and
Safety Code section 11361.8 or equivalent non-California law must also be disclosed. Juvenile adjudications and traffic infractions under
$300 that did not involve alcohol, dangerous drugs, or controlled substances do not need to be included.

State Tax Obligation

Pursuant to Business and Professions Code section 31(e), the California Department of Tax and Fee Administration (formerly the Board of
Equalization (BOE)), and the Franchise Tax Board may share taxpayer information with the Bureau, A licensee or applicant must pay its
state tax obligation; an applicant's license may be suspended if the state tax obligation is not paid.

Owner(s) Mailing Address(es)
The Bureau sends all official carrespondence to an owner's mailing address This malling address may be the owner's primary place of
employment, residence, post office box. or mail drop.

Malling addresses are considered public inform®ton and are disclesable pursuant to the California Public Records Act (Government Code
" section 6250 et seq.). Owner names, mailing addresses, hcensing statuses, as well as formal disciplinary actions may be accessed on the
Bureau website through the License Lookup feature Please consider this, especially when Iist(ng a mailing address.

Military Servlce :

Disclosure of military service is voluntary. An applicant that has served as an active duty member of the Armed Forces of the United States,
was honorably discharged, and who can provide evidence of such honorable discharge shall have his or her application expedited pursuant
to Business and Professions Code section 115.4.

Finangcial Information

To ensure accountability and preserve the State's ability to adequately enforce against all responsible parties, the Bureau is authorized to
collect detalled information regarding indjviduals with a *financial interest” in the commercial cannabis operation under section 26051.5 of
the Business and Professions Code. “Persons with a financial interest” means an investment into a cannabis business, a loan provided to a
cannabls business, or any other equity in a cannabis business that is not qualified as an owner, It does not include persons whose only
Interest in a licensee is an interest in a diversified mutual fund, blind trust, or similar instrument. The applicant must provide the following
information for all non-owners with a financial interest: their name, date of birth, and type of government issued identification and
identification humber.

Premises Location

Business and Professions Code section 26054(b) provides that a licensed premises “shall not be within a 600-foot radius of a school
providing instruction In kindergarten or any grades 1 through 12, day care center, or youth center that is in existence at the time the license
Is Issued, unless a licensing authority or a local jurisdiction specifies a different radius.” The Bureau will determine as to whether the

- proposed premises is located In an area as described In the application and required documents.

Access to Personal Information

You may review the records malntained by the Bureau that contain your personal information, as permitted by the Information Practices
Act. To do so, please contact CJ Croyts-Schooley by phone at (833)768-5880, by e-mail at bcc@dca.ca.gov or by physical mail at
Department of Consumer Affairs — Bureau of Cannabls Control, 1625 North Market Blvd, Suite S-202, Sacramento, CA 95834,

BCC-LIC-012 (Rev. 12/17) Page 2 0of 3
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Public Information

The Bureau makes every effort to protect the personal information provided by license applicants. Application information may be disclosed,
howaver, as permitted in response to a California Public Records Act request (Government Code section 8250 et seq.), as pen’nitted by the
Information Practices Act (Civil Code section 1798 et seq.), to another government agency as required by slate or federal Jaw, in response
to a court or administrative order, a subpoena, or a search warrant.

Pursuant to the California Public Records Act (Title 1, ‘Division 7, Chapter 3.5, Government Code sections 6250-6277) on request the
Bureau discloses licensee information including, but not limited to:

+ Name

» Malling address

+ License number

+ License status

+ Orlginal license Issue date

+ Last license renewal date

+ License expiration date

+Disclplinary action

+ Copy of license renewal applications

+ Gopy of license application (excluding personal information such as birth date and social security number)

BCC-LIC-012 (Rev. 12/17) Page 3 of 3
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Austin, Gina

From: Richardson Griswold <rgriswold@griswoldlawsandiego.com>
Sent: Tuesday, September 11, 2018 2:47 PM

To: Austin, Gina

Cc: calsur@aol.com; Leetham, Tamara; ninusmalan@yahoo.com
Subject: Re: Entitlement Update

Gina,

The purpose of my email was to address your assertions about what you think we can and cannot provide to
other parties/counsel in this matter. Is it your position that the "confidential" information within the
submissions should not be provided to Plaintiff? Plaintiff's counsel? Counsel for SoCal? SoCal? Far
West? Synergy? Or is this just about Mr. Lachant?

I want to clear this up now so we are clear. You obviously have substantial experience with this licensing
process and know the types of docs/info that will be involved. Given your knowledge and your concerns about
confidentiality, I would suggest you consider requesting a protective order, because as of now, I am unable to
decipher who you think has a right to see these docs and who doesn't.

Red

Richardson C. Griswold, Esq.
Griswold Law, APC

444 S. Cedros Ave., Suite 250

Solana Beach, CA 92075

Tel: 858.481.1300

Fax: 888.624.9177
rgriswold@griswoldlawsandiego.com
www.griswoldlawsandiego.com

This message is intended only for the use of the individual or entity to which it is addressed, and may contain
information that is privileged, confidential and exempt from disclosure under applicable law. If the reader of
this message is not the intended recipient, or the employee or agent responsible for delivering the message to
the intended recipient, you are hereby notified that any dissemination, distribution or copying of this
communication is strictly prohibited. If you have received this communication in error, please notify the sender
immediately by e-mail and destroy all copies of the original message.

IRS Circular 230 disclosure: To ensure compliance with requirements imposed by the IRS, unless we expressly
state otherwise, we inform you that any U.S. federal tax advice contained in this communication (including any
attachments) is not intended or written to be used, and cannot be used, for the purpose of (I) avoiding penalties
under the Internal Revenue Code or (II) promoting, marketing or recommending to another party any '
transaction or matter addressed herein. Griswold Law does not offer tax advice to its clients.

On Tue, Sep 11, 2018 at 2:34 PM, Austin, Gina <gaustin@austinlegalgroup.com> wrote:

l Red,
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I am not sure what the point of your email is. | already stated that | would provide you with the materials we submit
and information received. We have even done so today within 5 minutes of receiving the information.

I asked only that Mr. Lachant not be cc'd on emails that have communications unrelated to licensing as it is not relevant
to him. The email Mike sent included requests for rent payments which is not relevant to Mr. Lachant.

With regard to your comment regarding confidentiality - the portions of the submissions related to owners and
financially interested parties are confidential. Even by the agency standards they do not consider that public

record. Similarly, manufacturing operations security details are confidential and are marked so on the submission. We
will of course provide this information to Mike but the information should not be provided to Mr. Lachant. If Mike
intends to provide such information to Mr. Lachant please advise in advance so that we can seek a protective order.

Gina

From: Richardson Griswold [mailto:rgriswold@griswoldlawsandiego.com]

Sent: Tuesday, September 11, 2018 2:28 PM

To: Austin, Gina

Cc: calsur@aol.com; Leetham, Tamara; ninusmalan@yahoo.com; michaela@austinlegalgroup.com
Subject: Re: Entitlement Update

Gina,

We understand your position on Mr. Lachant. However, as discussed outside the courtroom after last Friday's
hearing, Mike will continue to consult with Mr. Lachant on a limited basis. As we all discussed, a "team"
effort all with the common goal of supporting and ensuring the ongoing successful operations is in everybody's
interest. Mike's primary focus is to conduct his court-ordered duties, which include ensuring proper licensing
and compliance. Mike is permitted to utilize vendors and consultants to cost-effectively carry out his duties.

We appreciate all of your efforts in that regard. We don't want any materials from you that you consider
protected by the attorney-client privilege. However, Mike is the receiver and is in control of the entities
seeking proper licensing. He needs full access to the materials and related communications/notices, etc. In
general, I do not see why those materials need to be put in a specific category, whereby Mike has to attach
some level of "confidentiality." Frankly, all parties, counsel and the Court have a right to information and
updates regarding the licensing/permits for the Marijuana Operations.
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Thanks,

Richardson C. Griswold, Esq.
Griswold Law, APC

444 S. Cedros Ave., Suite 250

Solana Beach, CA 92075

Tel: 858.481.1300

Fax: 888.624.9177
rgriswold@griswoldlawsandiego.com
www.griswoldlawsandiego.com

This message is intended only for the use of the individual or entity to which it is addressed, and may contain
information that is privileged, confidential and exempt from disclosure under applicable law. If the reader of
this message is not the intended recipient, or the employee or agent responsible for delivering the message to
the intended recipient, you are hereby notified that any dissemination, distribution or copying of this
communication is strictly prohibited. If you have received this communication in error, please notify the
sender immediately by e-mail and destroy all copies of the original message.

IRS Circular 230 disclosure: To ensure compliance with requirements imposed by the IRS, unless we
expressly state otherwise, we inform you that any U.S. federal tax advice contained in this communication
(including any attachments) is not intended or written to be used, and cannot be used, for the purpose of (I)
avoiding penalties under the Internal Revenue Code or (II) promoting, marketing or recommending to another
party any transaction or matter addressed herein. Griswold Law does not offer tax advice to its clients.

On Mon, Sep 10, 2018 at 2:16 PM, Austin, Gina <gaustin@austinlegalgroup.com> wrote:

I will provide all communication we receive from the agencies. | don't believe the court requires me to provide you
with "proposed” submissions. | am happy to provide you with the submissions at the same time we submit.

There are no new tenants at the new balboa location. | am not sure what you are referring to. If you mean the seller
who is leasing back | do not know anything about that. You would need to discuss with Ninus. That is a hon-cannabis
related tenant until such time as a contract with an operator is secured.

Please do not cc Mr. Lachant on communication that is not related to licensing or provide him with our materials. As
you know, we disagree with the use of Mr. Lachant. As he is under no obligation of confidentiality and works for a
competing consulting/law firm | take issue with your disclosure of any of our materials to Mr. Lachant. The court was
very clear that | was to handle the processing of the applications.
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Gina

From: calsur@aol.com [mailto:calsur@aol.com]
Sent: Monday, September 10, 2018 2:10 PM

To: Austin, Gina; rariswold@griswoldlawsandiego.com

Cc: Leetham, Tamara; pninusmalan@yahoo.com; michaela@austinlegalgroup.com; alachant@mmlg.com
Subject: Re: Entitlement Update

Gina,

| do have the summary you sent.

I would like any and all communications from the regulatory bodies going forward from this point. Also any proposed
submissions going forward. And of course any payments or fees that need to be paid.

What is the plan for the tenants at the new Balboa location? | will be meeting with Peter when | have the new order to
collect rents. Are we going to be giving the tenants notice?

Mike

In a message dated 9/8/2018 5:48:45 PM Pacific Standard Time, gaustin@austinlegalgroup.com writes:

Mike,

I sent a summary last week of where we are in the entitlement processing of the applications to you
and Red. Please let me know if you do not have it. There has been no change as of the writing of this

email to the process.

I will be reaching out to Paul at the BCC on Monday to confirm that we can continue to operate with
no interruption or further filings for the next 60 days.
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On a going forward basis we wil, ¢ sending you all of the correspondenc‘o .aat we receive from the }
state and city regarding the application processing. It would take a really long time to comb through "
historical documents to provide information. I have attached the temp licenses and the unsigned /

unrecorded CUP for the new manufacturing location at Balboa. Nothing further is likely to occur here

until a tenant is identified and that may be after this 60 days . However if it does I will let you know.

As far as the Mira Este CUP nothing will happen until October 37, The draft staff report will be out a
few days before and I will send it to you when it is released.

Michaela (cc’d on this email) will forward you any correspondence we receive from the state agencies
on next steps for annual licensing as it is received. There are no responses due or outstanding. Do you
want us to go back and find the prior set of comments for each of these? Please respond all and let me
know. Michaela can get to it but it will take a few days. Once we have responded it isn’t kept
electronically so we have to go find it.

Please let me know if you need any further information about the status (other than discussed
above). Also, would you prefer the emails be sent separately regarding the information for Balboa vs
Mira Este or are you ok with all licensing related information being sent in the same email?

Thank you

Gina

Gina M. Austin

AUSTIN LEGAL GROUP, APC | 3990 Old Town Ave., Ste A112, San Diego, CA 92110 |

Ofc: 619-924-9600 | Cell 619-368-4800 | Fax 619-881-0045

Confidentiality Notice

This message is being sent on behalf of a lawyer. It is intended exclusively for the individual or entity to which it is addressed. This
communication may contain information that is proprietary, privileged or confidential or otherwise legally exempt from disclosure. If

you are not the named addressee, you are not authorized to read, print, retain, copy or disseminate this message or any part of it. If you
have received this message in error, please notify the sender immediately by e-inail and delete all copies of the message
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Andrews, Richard

From:
Sent:
To:

Cc:

Subject:
Attachments:

Counsel:

Andrews, Richard

Wednesday, September 26, 2018 8:01 AM

'steve@elialaw.com’; 'rfuller@nelsonhardiman.com’; dwatts@galuppolaw.com;
‘rgriswold@griswoldlaw.com'; chasgoria@gmail.com

Leetham, Tamara; Austin, Gina

Ex Parte Notice for Sept. 27, 2018

18-0926 Ex Parte Notice Letter 9-27-18.pdf

Please see the attached notice regarding our Ex Parte hearing and let us know if you will be opposing and/or appearing.

Best,

Richard L. Andrews Jr., Esq.

Austin Legal Group, APC

3990 Old Town Ave, Suite A-112, San Diego, California 92110
Office Phone: 619.924.9600 // Office Fax: 619.881.0045

richard@austinlegalgroup.com

CONFIDENTIALITY: This e-mail message (including attachments, if any) is attorney privileged and/or confidential and is intended only for the
addressee. Any unauthorized use or disclosure is strictly prohibited. Disclosure of this e-mail to anyone other than the intended addressee does not
constitute waiver of privilege. If you have received this communication in error, please notify us immediately and delete this message. Thank you for

your cooperation.

4329




Austin gal Group, AP(,

LAWYERS

3990 OLD TOWN AV, STEA-112

SAN Diico, CA 92110

LKCENSED IV CALIFORMIA & ARIZONA

TELEPBONE,
(619) 9249600

FACSIMILE
(619)BR1-0045

September 26, 2018

Steven Elia

Law OfTices of Steven Elia

2221 Camino Del Rio So., Suite 207
San Diego, CA 92108
steve(@ielialaw.com

Robert Fuller

Nelson Hardiman, LLP

11835 West Olympic Blvd, Suite 900
Los Angeles, CA 90064 -
rfuller@nelsonhardiman.com

Charles Goria

Goria Weber & Jarvis

1011 Camino Deél Rio South; Suite 210
San Diego, CA 92108

chasgoria@gmail.com

Richardon Griswold
Griswold Law APC ‘
444 S/ Cedros Ave #250
Solana Beach, CA 92075
regriswold@griswoldlaw.com

Daniel Watts

Galuppo & Blake

2792 Gateway Road, Suite 102
Carlsbad, CA 92009
dwatts@galuppolaw.com

Re: Ex Parte Notice- September 27, 2018
Case No. 37-2018-00034229-CU-BC-CTL
Razuki v. Malan

To All Counsel:

Wnter 's Email:

o nchard@auwnlegalgmup com

- Via E-Mail ’Onkly |

This letter constitutes notice that defendants Ninus Malan, San Diego United Holdings
Group, Flip Management Balboa Ave Cooperative, California Cannabis Group and Devilish
Delights will be appearing ex parte to dissolve, clarify and/or modnfy the August 28, 2018 order

or the proposed order from the September 7, 2018 hearing.
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The ex parte will be heard September 27, 2018 at 8:30 a.m. in Department C-67 of the San Diego

County Superior Court — Central Division located at 330 W. Broadway, San Dnego, California
92101 before the Honorable Eddie C Sturgeon. : ; ;

Unless you notify us otherwise, we will presume you WI" appear at the ex parte hearing.
Please do not hesitate to contact us should you have any questions. -

| ‘ ancerely,

AUSTIN LEGAL GROUP APC
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Austin, Gina

From: calsur@aol.com

Sent: Wednesday, September 26, 2018 12:53 AM

To: ggevorgyan@mgocpa.com; Austin, Gina; rgriswold@griswoldlawsandiego.com
Cc: jcosta@mgocpa.com; alachant@mmlg.com; john@jhypartners.com

Subject: Re: SD - Balboa Coop.

Grigor,

We have tried several methods to acquire the missing data from the previous POS server with no success. | have asked
both Mr. Malan and Mr. Yaeger but we cannot locate the data needed to reconcile the discrepancy.

What other methods can we use to attempt to finalize the report and get it off your desk?
Team - any new ideas on how to locate the server/data?

Michael Essary
Receiver

In a message dated 9/25/2018 7:26:53 PM Pacific Standard Time, ggevorgyan@mgocpa.com writes:

Hi Gina,

To confirm, we have not received any additional documentation as of date.

Thank you,

GRIGOR GEVORGYAN, CPA
SENIOR CONSULTANT

+1 (213) 408-8671
ggevorgyan@maocpa.com
mgocpa.com

From: Austin, Gina [mailto:gaustin@austinlegalgroup.com]

Sent: Tuesday, September 25, 2018 3:33 PM

To: Grigor Gevorgyan <ggevorgyan@mgocpa.com>; calsur@aol.com
Cc: Jasmine Costa <jcosta@mgocpa.com>

Subject: RE: SD - Balboa Coop.

Good afternoon Grigor,
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We haven't received any further information from the receiver or the prior accountant. We have another
hearing on Thursday. Can you confirm whether or not you have received any further documents since your
email on the 7th below?

Gina

Gina M. Austin
AUSTIN LEGAL GROUP, APC | 3990 Old Town Ave., Ste A112, San Diego, CA 92110 |
Ofc: 619-924-9600 | Cell 619-368-4800 | Fax 619-881-0045

Confidentiality Notice

This message is being sent on behalf of a lawyer. It is intended exclusively for the individual or entity to which it is addressed. This
communication may contain information that is proprietary, privileged or confidential or otherwise legally exempt from disclosure. If
you are not the named addressee, you are not authorized to read, print, retain, copy or disseminate this message or any part of it. If you
have received this message in error, please notify the sender immediately by e-mail and delete all copies of the message.

-------- Original message --------

From: Grigor Gevorgyan <ggevorgyan@mgocpa.com>

Date: 9/7/18 11:34 AM (GMT-08:00)

To: "Austin, Gina" <gaustin@austinlegalgroup.com>

Cc: Jasmine Costa <jcosta@mgocpa.com>

Subject: RE: SD - Balboa Coop.

Hi Gina,

We have only received the sales detail you previously emailed to us and no information was received regarding
the discrepancy noted within. All other documents are still pending.
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Thanks,

GRIGOR GEVORGYAN, CPA
SENIOR CONSULTANT

+1 (213) 408-8671
ggevorgyan@mgocpa.com
mgocpa.com

From: Austin, Gina [mailto:gaustin@austinlegalgroup.com]

Sent: Friday, September 7, 2018 11:27 AM

To: Grigor Gevorgyan <ggevorgyan@mgocpa.com>; Jasmine Costa <jcosta@mgocpa.com>
Subject: RE: SD - Balboa Coop.

importance: High

Good afternoon,

We have a hearing today at 1:30 regarding the receivership. Can you please let me know if you have received
any information regarding the sales discrepancy for Q1 from anyone as of today? Also, can you confirm
whether or not any information remains outstanding?

Thank you

Gina

Gina M. Austin
AUSTIN LEGAL GROUP, APC | 3990 Old Town Ave., Ste A112, San Diego, CA 92110 |
Ofc: 619-924-9600 | Cell 619-368-4800 | Fax 619-881-0045

Confidentiality Notice

This message is being sent on behalf of a lawyer. It is intended exclusively for the individual or entity to which it is addressed. This
communication may contain information that is proprietary, privileged or confidential or otherwise legally exempt from disclosure. If
you are not the named addressee, you are not authorized to read, print, retain, copy or disseminate this message or any part of it. if you
have received this message in error, please notify the sender immediately by e-mail and delete all copies of the message.
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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 Old Town Ave, Ste A-112

San Diego, CA 92110

Phone: (619) 924-9600

Facsimile: (619) 881-0045

Attorneys for Defendants Ninus Malan, San Diego United Holdings Group,
Balboa Ave Cooperative, Flip Management, California Cannabis Group

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 RAZUK], an individual, Case No.: 37-2018-00034229-CU-BC-CTL
Plaintiff, DECLARATION OF GARY STRAHLE IN
SUPPORT OF MALAN DEFENDANTS
Vs. EX PARTE NOTICE AND APPLICATION

TO CLARIFY/MODIFY INJUNCTION
NINUS MALAN, an individual; MONARCH | ORDERS

MANAGEMENT CONSULTING, INC., a
California corporation; SAN DIEGO UNITED| [Imaged File]
HOLDING GROUP, LLC, a California limited
liability company; MIRA ESTE Judge: Hon. Eddie C. Sturgeon
PROPERTIES, LLC, a California limited Dept: C-67

liability company; ROSELLE PROPERTIES, | Date: September 27, 2018
LLC, a California limited liability company; Time: 8:30 a.m.

and DOES 1-100, inclusive,

Defendants.

Strahle Decl. ISO Ex Parte App. To Dissolve/Clarify/Modify Injunction Orders
1
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I, Gary Strahle, declare the following:

1. I am over the age of 18 years and am not a party to this action.

2. I have personal knowledge of the facts stated in this declaration, and if called
upon to testify to these facts, I could and would do so competently.

3. I perform IT services for Far West Management which includes IT services for
the dispensary operating at 8863 Balboa Ave, Suite E (“Balboa Dispensary™).

4, On or around July 10, 2018, Far West Management began managing the Balboa
Dispensary. When it began managing the Balboa Dispensary, I was asked to perform certain IT
services and learned that there was a DVR and a server already at the Balboa Dispensary.

5. On or around July 17, 2018, Far West was removed as manager of the Balboa
Dispensary.

6. On or around August 2, 2018, Far West began managing the Balboa Dispensary
again. The DVR and server were missing from the Balboa Dispensary. Far West purchased a
new DVR and uses a cloud-based platform for the Balboa Dispensary’s point of sale system.

7. I do not have access to data that was located on the missing server.

I declare under penélty of perjury under California state law that the foregoing is true and

correct. Executed in San Diego, California on September 26, 2018.

e

Gary Strahld” (__—

Strahle Decl. ISO Ex Parte App. To Dissolve/Clarify/Modify Injunction Orders
2
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SUPERIOR COURT OF CALIFORNIA
FOR THE COUNTY OF SAN DIEGO

SALAM RAZUKI, 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.

Plaintiff Salam Razuki’s motion for a

September 7, 2018 at 1:30 p.m. in Department

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

[PROPOSED] ORDER DISSOLVING
PRELIMINARY INJUNCTION

Judge: Hon. Eddie C. Sturgeon

Dept:. C-67
Original Hearing Date:  September 7, 2018
Time: 1:30 p.m.

preliminary injunction came on for hearing on

C-67, the Honorable Judge Eddie C. Sturgeon,

presiding. The hearing was transcribed by a court reporter. Upon reviewing the papers and records

[PROPOSED] ORDER Diss
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filed in this matter and taking into account argument by counsel at the hearing, and good cause
appearing, the Court granted the request and issued a preliminary injunction, confirming the
appointment of Michael W. Essary as receiver with control of San Diego United Holdings Group,
LLC, Mira Este Properties, LLC, Devilish Delights, Inc., Balboa Ave Cooperative, and Flip
Management, LLC.

“On granting an injunction, the court or judge must require an undertaking on the part of the
applicant to the effect that the applicant will pay to the party enjoined any damages...the party may
sustain by reason of the injunction....” Code Civ. Proc. §529(a). The September 7" order was
contingent upon Plaintiff Salam Razuki posting a $350,000.00 bond with the court by September
21, 2018, naming each defendant — each “enjoined party” — in the bond.

This court’s records show that Plaintiff did not post a bond by that date. Plaintiff apparently
filed a document titled “notice of Plaintiff’s injunction bond” on or about September 19, 2018, but
this notice declared only that the Plaintiff “has secured the Injunction Bond” and attached as
Exhibit A a document described in the notice as a “copy of the Injunction Bond.” The notice states
that “the original bond paper work will be filed with the Court.”

The “original bond paper work” was not filed with the court. The September 19" notice was
not signed under penalty of perjury, and the document attached as Exhibit A to the notice is not the
original bond. Even if it were, Exhibit A is defective: It purportedly obligates the undersigned
surety to “the above named Defendants”, a group which includes “San Diego United Holding
Group, LLC”. That entity is not a party to this action and was not subject to the receivership. There
is a defendant in this action named San Diego United Holdings Group, LLC, but not San Diego
United Holding Group, LLC. Without naming the proper defendant, the bond — if it had been posted
— would be defective, as it would fail to allow the injured defendant from making a claim for
damages. Code Civ. Proc. §529(a).

IT ISHEREBY ORDERED:
1. The preliminary injunction issued September 7, 2018 is dissolved.

2. San Diego United Holdings Group, LLC, Mira Este Properties, LLC, Devilish

-2-
[PROPOSED] ORDER Dissolving Preliminary Injunction
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Delights, Inc., Balboa Ave Cooperative, and Flip Management, LLC are released from receivership.
3. Receiver Michael Essary must immediately return, to the respective Defendants
from whom he seized control and possession, control and possession of all property, bank accounts,
account passwords, businesses, and any other property obtained as a result of the receivership, less
the amounts reasonably necessary to reimburse Mr. Essary and his attorney, Richardson Griswold,
for services already rendered.
4. This order takes immediate effect.

5. Additional orders:

IT IS SO ORDERED.
Dated: , 2018

Judge of the Superior Court

-3-
[PROPOSED] ORDER Dissolving Preliminary Injunction
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SUPERIOR COURT OF CALIFORNIA
FOR THE COUNTY OF SAN DIEGO

SALAM RAZUKI, 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

Judge: Hon. Eddie C. Sturgeon

Dept: C-67
Date:  September 27,2018
Time: 8:30 a.m.

This matter came on for hearing on September 27, 2018 at 8:30 a.m. in Department C-67, the

Honorable Judge Eddie C. Sturgeon, presiding,

on the ex parte application of Defendants Ninus

Malan, San Diego United Holdings Group, LLC, Balboa Ave Cooperative, Flip Management, LLC,

[PROPOS

-1-
ED] ORDER
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California Cannabis Group and Devilish Delights, Inc. (collectively “Malan Defendants”). Upon
reviewing the papers and records filed in this matter and taking into account argument by counsel at
the hearing, and good cause appearing,

NOW THEREFORE, IT IS HEREBY ORDERED, ADJUDGED AND DECREED:

1. Malan Defendants’ request for an order requiring Receiver to execute a power-of-
attorney in favor of counsel for Malan Defendants is denied.

2. Plaintiffs, Plaintiffs-In-Intervention and Defendants shall meet and confer to prepare
a stipulated protective order for submission to the Court in this matter.

3. Receiver shall not utilize the services of accountant John Yaeger for any current or
future accounting or consulting services. Receiver is authorized to utilize the services of accountant
John Yaeger to assistance with the review of past accounting and operational activity.

4, Receiver is authorized to utilize the consulting services of Aaron Lachant of MMLG,
LLC.. However, Mr. Lachant’s consulting services shall cease after his $10,000 initial retainer is
exhausted by the Receiver.

5. Sunrise Property Investments, LLC shall be within the scope of the forensic audit
conducted by accountant Brian Brinig in this matter. However, this expansion of the forensic audit
scope shall be stayed until Sunrise Property Investments, LLC retains counsel in this matter and
counsel is given the opportunity to address this potential expansion of the forensic audit with this
Court.

6. Any potential cost apportionment of the forensic audit between the parties in this

matters shall be determined at the hearing set for November 16, 2018 at 1:30 p.m.

IT IS SO ORDERED.
Dated: ,2018

Judge of the Superior Court

D-
[PROPOSED] ORDER
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PROOF OF SERVICE

Salam Razukiv. 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. I am employed by Griswold Law, APC and my business address
is 444 S. Cedros Avenue, Suite 250, Solana Beach, California 92075.

On September 28, 2018, 1 served the documents described as [PROPOSED] 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.

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

Kous bdeSkon gL

Katie Westendorf

-1-
PROOF OF SERVICE
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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
Charles 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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PROOF OF SERVICE
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AUSTIN LEGAL GROUP, APC

3990 Old Town Ave, Ste A-112
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LGina M. Austin (SBN 246833)

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

3990 Old Town Ave, Ste A-112

San Diego, CA 92110

Phone: (619) 924-9600

Facsimile: (619) 881-0045

Attorneys for Defendants

Balboa Ave Cooperative, Flip Management,
California Cannabis Group

SALAM RAZUKI, 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.

Ninus Malan, San Diego United Holdings Group,

I
1
1
1

SUPERIOR COURT OF CALIFORNIA
COUNTY OF SAN DIEGO, CENTRAL DIVISION

CASE NO. 37-2018-00034229-CU-BC-CTL
PROOF OF SERVICE

1

PROOF OF SERVICE

4345




O 00 N N N R W N

San Diego, CA 92110
Pt P k. ot Pk i k.
=)} (9] BN w (3] — [

—
~

AUSTIN LEGAL GROUP, APC
3990 Old Town Ave, Ste A-112

BN N NN NN N NN =
N 9 A N A W R O O

Salam Razuki v. Ninus Malan
Case No. 37-2018-00034229-CU0BC-CTL
PROOF OF SERVICE
(Code Civ. Proc., §§ 1013a, 2015)
SERVICE LIST

I, Djuana Woods declare that I am over the age of 18 years and am not a party to the case;
I am employed in San Diego County, California, where the service occurs; and my business
address is Austin Legal Group, APC, 3990 Old Town Ave, Ste A-112, San Diego, California,
92110. On September 26, 2018, I served the following on the interested parties in this action as
stated below:

MALAN DEFENDANTS EX PARTE NOTICE AND APPLICATION TO
DISSOLVE/CLARIFY/MODIFY INJUNCTION ORDERS;

MALAN DEFENDANTS MEMORANDUM OF POINTS AND AUTHORITIES IN
SUPPORT OF EX PARTE APPLICATION TO DISSOLVE/CLARIFY/MODIFY
INJUNCTION ORDERS;

DECLARATION OF GINA AUSTIN IN SUPPORT OF MALAN DEFENDANTS EX
PARTE APPLICATION TO DISSOLVE/CLARIFY/MODIFY INJUNCTION
ORDERS;

DECLARATION OF NINUS MALAN IN SUPPORT OF MALAN DEFENDANTS EX
PARTE APPLICATION TO DISSOLVE/CLARIFY/MODIFY INJUNCTION
ORDERS;

DECLARATION OF GARY STRAHLE IN SUPPORT OF MALAN DEFENDANTS
EX PARTE APPLICATION TO DISSOLVE/CLARIFY/MODIFY INJUNCTION
ORDERS

[PROPOSED] ORDER DISSOLVING INJUNCTION;

[PROPOSED] ORDER CLARIFYING/MODIFYING INJUNCTION;

[ BYMAIL: as follows: (SEE ATTACHED SERVICE LIST)
1 By Placing a copy thereof in a sealed envelope addressed as follows:

[] Iam readily familiar with the business’ practice for collection and
processing of correspondence for mailing with the United States Postal Service; and that the
correspondence shall be deposited with the United States Postal Service via First Class Mail on
that same day in the ordinary course of business.

[1 BY PERSONAL SERVICE: as follows:

Il By personally delivering a copy thereof addressed as follows:

2

PROOF OF SERVICE
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3990 Old Town Ave, Ste A-112
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[X] VIA E-SERVICE — ONE LEGAL ATTORNEY SERVICE TO THE FOLLOWING:

I caused such document(s) to be served on the following person via email through One Legal.
See attached service list

[ BY ELECTRONIC MAIL: pursuant to agreement of the parties

1 BY FACSIMILE TRANSMISSION: The counsel or authorized party authorized
to accept service was also forwarded a copy of the above-referenced document(s) by facsimile
transmission at the telefax number corresponding with his/her/its/name. The facsimile machine I
used complied with CRC Rule 2003(3) and no error was reported by the machine. Pursuant to
CRC Rule 2005(i), I caused the machine to print a transmission record of the transmission, a copy
of which is attached to this declaration.

3

PROOF OF SERVICE

4347




AUSTIN LEGAL GROUP, APC

3990 Old Town Ave, Ste A-112

San Diego, CA 92110
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Steven A. Elia
Maura Griffin
James Joseph

Law Offices of Steven A Elia

Salam Razuki v. Ninus Malan.
Case No. 37-2018-00034229-CU-BC-CTL
PROOF OF SERVICE
(Code Civ. Proc., §§ 1013a, 2015)
SERVICE LIST

Robert Fuller

Zachary Rothenberg

Salvatore Zimitti

NELSON HARDIMAN

11835 West Olympic Blvd, Ste

2221 Camino Del Rio South, Suite 207 900

San Diego, California 92108

Phone (619) 444-2244
Fax (619) 440-2233
steve@elialaw.com

maura@elialaw.com

james@elialaw.com

Steve W. Blake, Esq.
Andrew W. Hall Esq,
Daniel Watts, Esq.
GALLUPPO & BLAKE

Los Angeles, CA 90065
rfuller@nelsonhardiman.com

zrothenberg@nelsonhardiman.com

szimmitti@nelsonhardiman.com

A Professional Law Corporation

2792 Gateway Rd, Ste 102
Carlsbad, CA 92009
dwatts@galuppolaw.com
sblake@galuppolaw.com
ahall@galuppolaw.com

Charles Goria, Esq,
David Jarvis, Esq.
GORIA & WEBER

1011 Camino Del Rio S., #210

San Diego, CA 92108
chasgoria@gmail.com
davejarvisii@yahoo.com

Richardson Griwsold
Griswold Law, APC

444 S. Cedros Ave #250
Solana Beach, CA 92075

reriswold@griswoldlaw.com
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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 RAZUKI, 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

PLAINTIFF SALAM RAZUKI’S
OPPOSITION TO THE MALAN
DEFENDANTS’ EX PARTE
APPLICATION TO
DISSOLVE/CLARIFY/MODIFY
INJUNCTION ORDERS; DECLARATION
OF JAMES JOSEPH, ESQ.

Date:  September 27, 2018
Time: 8:30a.m.

Dept: C-67

Judge: Hon. Eddie C. Sturgeon

1

PLAINTIFF SALAM RAZUKT’S OPPOSITION TO THE MALAN DEFENDANTS’ EX PARTE
APPLICATION TO DISSOLVE/CLARIFY/MODIFY INJUNCTION ORDERS
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Plaintiff SALAM RAZUKI (“Plaintiff” or “Razuki”), by and through his counsel, hereby
opposes the Malan Defendants’ ex parte application to dissolve, clarify and/or modify injunction orders

for the reasons set forth below.

l.
INTRODUCTION

The Malan Defendants are renewing their request that this Court dissolve the receivership and/or

the temporary restraining order premised on Plaintiff’s alleged failure to post the injunction bond.
However, this is really an improper motion for reconsideration which does not comply to the
requirements of CCP 81008. Moreover, the request is premised on the false allegation that Plaintiff
failed to timely file his bond.

In addition, the Malan Defendants wish for the Court to reconsider issues which were
specifically discussed at the last hearing which occurred on September 7, 2018, including limiting the
scope of the order, on the one hand, and attempting to expand the scope of the order on the other hand.
Plaintiff believes that the Court was very thoughtful in its ruling at the last hearing and articulated its
ruling with adequate specificity such that this ex parte is not necessary for the reasons addressed below.

1.
NEITHER THE RECEIVERSHIP NOR THE TEMPORARARY RESTRAINING ORDER
SHOULD BE VACATED AS PLAINTIFF TIMELY POSTED HIS BOND

At the hearing on September 7, 2018, the Court confirmed the appointment of Mike Essary as

the receiver in this action. A true and correct copy of the Court’s September 7, 2018 Minute Order (the
“Minute Order”) is attached to the Declaration of James Joseph (“Joseph Dec.”) as Exhibit A. Although
not reflected in the Minute Order, the Court also ordered Plaintiff to post a preliminary injunction bond
in the amount of $350,000. A true and correct copy of the transcript from the September 7, 2018
hearing (the “Transcript”) is attached to the Joseph Dec. as Exhibit B.

On or around September 18, 2018, Plaintiff obtained a bond in the amount of $350,000 (the
“Bond”) from American Contractors Indemnity Company (the “Surety”) in compliance with the Court’s
September 7, 2018 order. Joseph Dec. at § 5-6. On September 19, 2018, Plaintiff’s counsel filed and
served all parties with Notice of Plaintiff’s Injunction Bond (the “Notice of Bond”), which had the Bond
attached to is as Exhibit A, via One Legal. Id.; a true and correct copy of the Notice of Bond and the

accompanying Proof of Services are attached to the Joseph Dec. collectively as Exhibit C. Counsel for

2
PLAINTIFF SALAM RAZUKT’S OPPOSITION TO THE MALAN DEFENDANTS’ EX PARTE
APPLICATION TO DISSOLVE/CLARIFY/MODIFY INJUNCTION ORDERS
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the parties were served electronically via One Legal on September 19, 2018 at approximately 2:20 p.m.,
WHICH WAS TWO DAYS PRIOR TO THE COURT’S DEADLINE FOR PLAINTIFF TO FILE
HIS BOND. Id. at { 8. In fact, Gina Austin, Esg., counsel for the Malan Defendants, viewed and/or

retrieved the filed documents at approximately 2:26 p.m. which was less than 10 minutes after it was
served. A true and correct copy of the One Legal notice of eFiling and eServe received by Plaintiff’s
counsel is attached to the Joseph Dec. as Exhibit E. Counsel for Plaintiff also have the original bond
delivered directly to the Court. Id. at 1 9.

Because Plaintiff’s Bond was actually timely filed, the Malan Defendants’ request that the
receivership and/or the preliminary junction should be dissolved is moot. Even if Plaintiff has failed to
meet some technical requirements for posting the Bond, Defendants cannot demonstrate any prejudice.
The Bond was secured three days before the deadline and provided sufficient security for all named
Defendants. The Court should not disturb its previous order confirming the Receiver and issuing the
preliminary injunction

1.
THE MALAN DEFENDANTS’ REQUEST THAT THE COURT
MODIFY ITS SEPTEMBER 7, 2018 ORDER SHOULD BE DENIED

The Malan Defendants argue that the facts of this case have changes and that the ends of justice

would be served by modifying (clarifying) or outright dissolving the injunction and TRO under CCP
8533. This is merely a red herring as the facts and circumstances giving rise to the receivership have
not changed. Merely because a dissolution or modification of the injunction order might serve the ends
of the Malan Defendant does not mean it would serve the ends of justice.

The Malan Defendants further argue that the Court should modify the proposed order regarding
the September 7, 2018 hearing for various reasons. Most of these reasons are better suited for a
response from the Receiver and/or his counsel, however, Plaintiff objects to certain requested

modifications for the reasons discussed below.

A. The Court Has Already Determined that the Licensed Non-Profit Businesses Are
Necessary to the Receivership.

The Malan Defendants argue that the proposed order should not include the three non-profits
corporations who hold the state marijuana licenses (California Cannabis Group, Balboa Ave

Cooperative and Devilish Delights) (referred to herein collectively as the “Licensed Entities”).

3
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However, none of the facts regarding the state licenses and/or the Licensed Entities have changed since
the September 7, 2018 hearing when the Court issued its ruling and, therefore, this request is really a
request for reconsideration under CCP §1008.

At the hearing on September 7, 2018, and at other hearings that occurred prior to that, the Court
specifically heard and considered the Licensed Entities should be under the receivership. Joseph Dec.
at  4; see also, generally, the Transcript at 9:16-18:8. The Receiver, Receiver’s counsel and Receiver’s
retained consultant, Aaron Lachont, all represented to the Court that the non-profits were essential to
the Receiver being able to successfully and legally operate and manage the marijuana businesses under
the receivership. Id. Having heard the contrary arguments from counsel for the Malan Defendants, the
Court determined that the non-profits did, in fact, need to be under the receivership. Id.

Here, again, the Malan Defendants argue simply that there is “no practical purpose to put the
Licensed Entities in the receivership as no money flows in or out of these entities.” See Malan
Defendants P’s & A’s 1SO Ex Parte Application to Dissolve/Clarify/Modify Injunction Orders (“Ex
Parte Application”) at 4:22-24. While at the Daniel Watts, Esq., counsel for Malan, argued at the
hearing that the Licensed Entities “are not parties to this case,” they “haven’t been sued,” and they’re
“not involved,” none of these representations are or were true. See Transcript at 10:3-9. All three
Licensed Entities are parties to this lawsuit.

The Court clearly understood the need to keep the Licensed Entities under the receivership when
it stated:

THE COURT: So he's going to run a marijuana operation and not have the license?
That's what you're saying.
Transcript 13:22-24

After this, the Court did not modify its order to exclude the Licensed Entities.

Moreover, while the Malan Defendants have continued to argue that the receivership over these
entities would somehow interfere with the state licenses (while failing to provide an actual example),
the Receiver has stated is his reports and through his counsel at the September 7, 2018 hearing, that his
receivership has caused no problems with the state in terms of his control over the Licensed Entities.

The Court has heard and considered arguments regarding the inclusion of the Licensed Entities

in the scope of the receivership ad nauseum. This issue should not be revisited yet again.

4
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B. The Court Should Not Require the Receiver to Execute a Power of Attorney in Favor of
Austin Legal Group and/or Relinquish Any Control Over the State Applications.

Another issue which has been discussed ad nauseum in this case is Plaintiff’s distrust of Mr.
Malan and his counsel. Suffice it to say that Plaintiff has presented a substantial amount of evidence of
the lack of veracity and, albeit, blatant disregard for this Court’s orders shown by Malan and/or his
counsel. Inthe interest if brevity, Plaintiff will not revisit the reasons why he is so distrustful. However,
regardless of ongoing issues of trust and refusal to cooperate, to give Malan’s counsel essentially the
power to make decisions on behalf of the court appointed Receiver makes absolutely no sense.

The Receiver has been appointed for a reason, i.e. to oversee the operations of the business, as
well as a forensic accounting of said businesses. The Receiver does this for a living and should be more
than capable of communicating intelligently and effectively on behalf of the Licensed Entities with the
City and/or State. If the Receiver needs to gather information from or relay information to Austin Legal
Group regarding the licenses and its work related to state or city licensing, he is more than capable of
transmitting said request or information to Austin Legal Group via telephone, e-mail, etc.

Again, although the Malan Defendants basically argue that Austin Legal Group needs to have
the authority to communicate directly with the state licensing agencies because otherwise there will be
problems, they cite not one example where a problem has actually occurred. The Court seemed
relatively clear that counsel for the parties should work with the Receiver and not against him. If Austin
Legal cooperates with the Receiver in all licensing issues, then there should be no problem.

Furthermore, if the Receiver feels it necessary to retain the services of a consultant in order to
properly oversee and operate the businesses, then he should have the power to do so with the Court’s

blessing.

C. The Standard Method of Dealing With the Potential Dissemination of Confidential
Information is A Protective Order.

On the one hand, the Malan Defendants argue that the Receiver and his counsel have refused to
acknowledge the existence of information deemed “confidential” by Malan’s counsel and, on the other
hand, admit that the Receiver’s counsel suggested that Malan’s counsel seek a protective order to protect
whatever confidential information they are concerned about. A protective order is the typical vehicle

used by the courts in order to protect the private and/or proprietary information of parties and there is

5
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no reason a protective order would not work in this case. Furthermore, while Malan’s counsel vaguely
and conclusively refers to the information as being “internal work product and confidential proprietary
information,” it gives no specifics as to what documents/information it believes is confidential other
than to say “much of operating procedures for Mira Este and Balboa Ave are marked as confidential
when submitted to the state agencies to avoid disclosure by any public records request.” See, generally,
Ex Parte Application at 6:6-19.

However, the Court does not need to be reminded that just because a party marks a document as
“confidential” does not mean the document is actually internal work product or confidential proprietary
information. The Malan Defendants have failed to establish that the documents they have marked as
“confidential” are truly subject to a privacy or some other protection. To the extent the Court does not
believe a protective order sufficient to protect the proprietary information of the Malan Defendants, if
any, the Court should implement a mechanism of review as to the true confidentiality of such a
document before it deems that a document should be withheld from the other parties in the case.

D. The Forensic Accounting Should Be Limited to the Entities Under the Receivership and
the Financial Contributions of the Individual Parties to the Balboa and Mira Este
Facilities.

The Malan Defendants argue that Sunrise Consulting Group (“Sunrise”) and Super 5 Consulting
Group, LLC (“Super 5) should be part of the forensic accounting ordered by the Court. In discussing
this issue at the hearing on September 7, 2018, the Court made clear it was requesting a forensic
accounting of Balboa and Mira Este. See Transcript at 8:1-8. When Malan’s counsel inquired as to
whether Plaintiff would be subject to the forensic accounting, the Court responded, “I want to know if
he put in up to 6 million.” Transcript at 9:1-11.

It was abundantly clear that the Court wanted a forensic accounting as to the Balboa and Mira
Este facilities in terms of what financial contributions were made by the parties, if any. Neither Sunrise
nor Super 5 are subject to the receivership and there is no reason to suggest they should be regardless
of whether they are entities mentioned in the settlement agreement. Sunrise and Super 5 have not even
been served in this case and Sunrise was only named as party in this matter on September 6, 2018
hearing. For that reason, they should not be subject to the forensic accounting. Furthermore, there is

no evidence to suggest that the Malan Defendants could satisfy the requirements of obtaining a
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receivership in respect to Sunrise or Super 5 and that certainly it not at issue today nor should be a
matter contemplated ex parte. Sunrise and Super 5 are entirely different entities in which Plaintiff has
an ownership interest in and the Malan Defendants can conduct discovery through the normal channels
in order to establish the value of Mr. Razuki’s interest in them just like any other defendant.

In terms of the individual defendants in this case, Plaintiff believes the Court intended that the
parties submit to the forensic accounting personally insofar as it relates to their financial contributions
to the Balboa and Mira Este operations, if any. Plaintiff has never argued otherwise and will cooperate
fully with the forensic accounting as he has with the receivership. Plaintiff does not believe that the
Court intended Plaintiff to submit to a forensic accounting as to his numerous other unrelated business
entities or that Malan should have to a submit to a forensic accounting to the extent that it does not relate

to the Balboa and Mira Este operations.

V.
CONCLUSION

To the extent that the Malan Defendants request that the Court dissolve or modify the Court’s

orders of September 7, 2018, Plaintiff respectfully requests that the Court deny this relief.

Dated: September 26, 2018 LAW OFFICES OF STEVEN A. ELIA,
APC

By: MW/QW\)

Maura Griffin, Attorneys for Plaintiff
Salam Razuki
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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
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SALAM RAZUKI, an individual,
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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.
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I, James Joseph, declare as follows:

1. [ am an attorney admitted to practice before this Court and all other California State
courts. [ am an associate attorney with the LAW OFFICES OF STEVEN A. ELIA, APC, which
represents Salam Razuki (“Razuki” or “Plaintiff”) in this instant matter.

2. All facts stated in this declaration are within my personal knowledge (unless otherwise
stated) and, if called as a witness, I would and could competently testify to them.

3. At the hearing on September 7, 2018, the Court confirmed the appointment of Mike
Essary as the receiver in this action. A true and correct copy of the Court’s September 7, 2018 Minute
Order (the “Minute Order”™) is attached as Exhibit A.

4. Although not reflected in the Minute Order, the Court also ordered Plaintiff to post a
preliminary injunction bond in the amount of $350,000. At this time, the certified complete transcript
is unavailable. However a true and correct copy of a partial transcript from the September 7, 2018
hearing (the “Transcript”) is attached as Exhibit B. This portion of the transcript

5. On or around September 18, 2018, Plaintiff obtained a bond in the amount of $350,000
(the “Bond”) from American Contractors Indemnity Company (the “Surety”) in compliance with the
Court’s September 7, 2018 order.

6. On September 19, 2018, Plaintiff’s counsel filed and served all parties with Notice of
Plaintiff’s Injunction Bond (the “Notice of Bond”), which had the Bond attached to is as Exhibit A, via
One Legal. A true and correct copy of the Notice of Bond and the accompanying Proof of Services are
attached as Exhibit C.

7. Counsel for the parties were served electronically via One Legal on September 19, 2018
at approximately 2:20 p.m. A true and correct copy of the One Legal receipt is attached as Exhibit D.

8. According to One Legal, Gina Austin, Esq., counsel for the Malan Defendants, viewed
and/or retrieved the filed documents at approximately 2:28 p.m.. A true and correct copy of the One
Legal notice of eFiling and eServe received by Plaintiff’s counsel is attached as Exhibit E.

9. In addition to serving the Notice of Plaintiff’s Injunction Bond, I also had the original
bond delivered directly to the Court through Advanced Attorney Services. On September 26, 2018, I
called Advanced Attorney Services and they confirmed the runner had delivered the bond to Department

C-67 last week before September 21, 2018.

2
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SUPERIOR COURT OF CALIFORNIA,
COUNTY OF SAN DIEGO

CENTRAL
MINUTE ORDER

DATE: 09/07/2018 TIME: 01:30:00 PM DEPT: C-67

JUDICIAL OFFICER PRESIDING: Eddie C Sturgeon
CLERK: Patricia Ashworth

REPORTER/ERM: Leyla Jones CSR# 12750
BAILIFF/COURT ATTENDANT: M. Micone

CASE NO: 37-2018-00034229-CU-BC-CTL CASE INIT.DATE: 07/10/2018

CASE TITLE: Razuki vs Malan [IMAGED]
CASE CATEGORY: Civil - Unlimited CASE TYPE: Breach of Contract/Warranty

EVENT TYPE: Status Conference (Civil)

APPEARANCES

Maura Griffin, counsel, present for Plaintiff(s).

Steven A Elia, counsel, present for Plaintiff(s).

Tamara M Leetham, counsel, present for Defendant(s).

Charles F Goria, counsel, present for Defendant(s).

Gina M Austin, counsel, present for Defendant(s).

Michael Essary, Court Receiver, is present.

Salvatore J. Zimmitti is present on behalf of So Cal.

Richard C. Griswold is present on behalf of Court Receiver, Michael Essary.

Status Conference is before the Court.
The Court confirms the appointment of Court Receiver.
A written order is to be submitted.

Further Status Conference is set.

The Status Conference (Civil) is scheduled for 11/16/2018 at 01:30PM before Judge Eddie C Sturgeon.

e ¢.

Judge Eddie C Sturgeon

DATE: 09/07/2018 MINUTE ORDER
DEPT: C-67

4360
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ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT

THE COURT: Thank you. Let the record
reflect that the Court has read numerous documents.
Let the record reflect the Court has considered all
the arguments of the counsel. Obviously, the Court
has a lot of concerns. So | hope the business
survives for everyone so that someday 1711 be
dividing that money while doing damages, and 1
really mean that sincerely.

You can imagine what®"s going through the
mind is the impact of this decision it"s going to
have on the parties. And I want you all to know I
gave it -- | guess that®"s why I"m a judge. Somebody
has to make these decisions, and it"s my job and I™m
going do it.

And so here we go, but it"s going to be
modified just a little bit. Let me tell you what 1
want to do and I think 1 have the discretion to do
it. Well, 1"m pretty sure 1 have the discretion to
do it.

All right. Here we go. Mr. Essary, I™m
going to go ahead and appoint you as a receiver
under a preliminary injunction. 1 want you to bring
in Brenagin & Company. Call them today. 1 know
them. Tell them it"s for me. They have been in my
courtroom hundreds of times. 1 want this done so
fast, because here"s my thoughts. 1 want to review
this probably in 60 days, because 1 don"t know if

I*"m going to keep you, Mr. Essary.

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT
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9-7-18 Razuki partial rough
But, 1 mean that -- you®"ve been in my

courtroom. You know that, but 1 got concerns. But
at this point, for the record, I"m finding there®s a
likelihood of success on the merits by the
plaintiff, that there would be irreparable harm
based on the Ffilings.

Mr. Bacca, help the Court. All right? CGCet
it rented. All right?

MR. BACCA: Okay.

THE COURT: Yeah, come on. 1"m not going

to bite anybody as a judge up here in that thing.
So here we go. So people keep saying there"s a lot
of money. 1 still don"t see it. 1 still don"t see
it. That"s all 1 want to know. Where"s the money?
Can somebody answer that for me?

In fact, now 1"m hearing from the defense
you didn"t even put in 2.6 million. That"s what
they just said, right? Yeah. 1 hear that you
didn"t put in your money too. I know. So now, I
mean, it"s -- so let"s do some work. So here®s what
we"re going to do. Do your job. 1 don"t care what
it takes. Get it done.

Mr. --

MS. LEETHAM: Henkes.

THE COURT: Thank you.

No check goes out without his approval. No
check goes out. 1 don"t care if it"s for an

electric bill. You talk to the receiver before you

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT
issue any checks, period. 1Is there any other

account that I"ve got to make that order to? |ITF
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there is, let me know. 1°Il do the same thing.

MS. LEETHAM: No, Your Honor.

THE COURT: That"s very kind. But the
point is -- and this is without prejudice -- you"re
coming back in 60 days, six oh.

MS. AUSTIN: Sixty.

THE COURT: So whatever -- six oh. Did I
say six?

MS. AUSTIN: No. You said 60. | said at
least we get 60.

THE COURT: Sixty days to do your -- let me
finish. And then we"ll -- I end another whole
Friday afternoon.

And 1711 put it on the record. |1 don"t
know if I"m going to keep you or not, Mr. Essary.
Yeah, | know. You"ll live either way.

But what 1 worry about is the business, and
I want you to know that. This could be a thriving
business, but -- well, I"m not going to say it.

Look what"s going on in my courtroom, and 1"m going
to stop right there. Okay. Here we go. Sixty days
would be then?

THE CLERK: November 16th. 1 just don"t
know what your afternoon looks like.

THE COURT: Make it 1:30. I°I1l1 fit it in.

Can 1 assume -- and will the licensing be done then?

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT
MS. AUSTIN: We will have moved through --

the licensing for Mira Este will be heard on

October 3rd. So if it"s appealed, then there's a

chance that we could still be going to the planning
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commission. The Balboa appeal period has almost

run, so we"ll know for sure on that one. And so
we"ll be close to the end of the licensing period.

THE COURT: Close. 1°d like a report on
that, obviously.

MS. AUSTIN: Okay. Absolutely. And to
clarify, 1"m still working on that, right?

THE COURT: Yeah. Got to have a license.

MS. LEETHAM: Can --

THE COURT: Let me finish, and then you all
can ask questions.

You want your equipment? [1"m not going to
put you back in.

MR. ZIMMITTI: We do, Your Honor.

THE COURT: I know you disagree with that.
I respect that. Wouldn"t it make sense to let him
take his equipment where you have more space for new
people?

MS. AUSTIN: Yes.

THE COURT: Did I get that one right? The
answer is yes, right?

MS. AUSTIN: Yes, it is, Your Honor.

THE COURT: Well, let"s talk about --

MS. AUSTIN: 1 know, but I know the

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT
operations, so —-

MR. GORIA: We obviously believe we have an
interest in that equipment. But if that"s the
Court®s order, we"re going to go ahead --

THE COURT: Do you want to pick it up?

MR. ZIMMITTI: Your Honor, we want it for
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both facilities, Mira Este and also Balboa. There"s

equipment there as well.

MS. LEETHAM: 1 have no idea what they
think is theirs at Balboa, so I disagree with that.

MR. ZIMMITTI: Well, obviously, they don"t
want to give us anything. You"re hearing --

THE COURT: Okay. Hold on. You"re going
to pick up the -- with the receiver, pick up the
equipment from Mira Mesa -- Mira Este. What"s in
Balboa?

MR. ZIMMITTI: 1 know we have some Ffixtures
in there. We couldn"t do an accounting. We
couldn®t do an inventory. We haven"t been in there
for a while.

THE COURT: Send it to Mr. Essary. He"ll
look at it.

MS. AUSTIN: Your Honor, can we be present
at both of those?

THE COURT: Sure. Well, hold on. 1"m only
ordering one at this time. 1 want to make sure
that --

MS. AUSTIN: Well, 1 think if there®s

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT
equipment at Balboa --

THE COURT: And Mr. Essary says it"s okay,
you can pick it up. You have a right to be present
at both.

MR. ZIMMITTI: So, Your Honor, just to be
clear, we can do this forthwith, as soon as we set
it up with Mr. Essary?

THE COURT: Yeah, you know, within a week

Page 5

4366

04:48
04:48
04:48
04:48
04:48
04:48
04:48
04:48
04:48
04:48
04:48
04:48
04:48
04:48
04:48
04:48
04:48
04:48
04:48
04:48
04:48
04:48

04:48
04:48
04:48
04:48
04:48
04:48
04:48
04:48



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

© 00 N o 0o A~ W N P

[Eny
o

9-7-18 Razuki partial rough
or so. Not Monday, but within a week, because that

clears space. Am I missing something? No.
Everybody got it? Hold on. We"re not done. And I
still got to set a bond, which I"m going to do
today. Okay?

Mr. Richardson [sic], you wanted to say
something to the Court?

MR. GRISWOLD: I did. 1 just wanted to
clarify. You had mentioned you wanted Mr. Essary to
hire Brenagin & Company.

THE COURT: Yeah.

MR. GRISWOLD: You also mentioned to direct
Mr. Henkes to clear cutting checks with Mr. Essary.
So should I take that as Mr. Henkes will continue
his role as more of kind of a bookkeeping aspect?

THE COURT: Yeah.

MR. GRISWOLD: And Brenagin & Company is
going to do --

THE COURT: The analysis.

MR. GRISWOLD: The analysis.

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT

THE COURT: Yeah. Brenagin is not going
in, at least at this time, to take over the
accounting procedures. What 1 want Brenagin to go
there for is to do a forensic accounting. They know
when I say that what I want. They have done it for
me .

MR. GRISWOLD: Balboa and Mira Este?

THE COURT: Yeah.

MR. ESSARY: One point 1°d like to make,

Your Honor. The feed of information from
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Mr. Henkes -- again, | hired the CPAs. 1"m going to

be duplicating what 1 want him to get too. It"s not
jJjust the past you want me to look at; you want me to
look at the current and the future?

THE COURT: Absolutely.

MR. ESSARY: Okay. Thank you.

THE COURT: 1 want as much information as I
can.

MR. ZIMMITTI: Your Honor, just to be
clear, when you ordered the accounting, we"re
talking about all of it, including my client, what
they paid, what, you know, defendants represented
they should have paid? We"re going --

THE COURT: That is a forensic accounting.

MR. ZIMMITTI: Thank you, Your Honor.

THE COURT: Everything. And it may take
him a longer time. 1"m going to -- that"s going to

be tough for him to do in 60 days, but I"m hoping.

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT

MS. LEETHAM: So the record is clear, that
would require Mr. Razuki to also -- a forensic
accounting?

THE COURT: Everybody.

MS. LEETHAM: Everybody.

THE COURT: I want to know if he put in up
to 6 million. You know, hold on. Let"s make it
real clear.

Mr. Richardson, notice the words | say.
Forensic accounting, including Mr. Razuki, including
SoCal, everybody.

MR. WATTS: Your Honor --
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THE COURT: He won"t get that done in 60

days. 1711 just continue -- it"s not going to
happen, but 1 still want to see you all in 60 days.

MR. WATTS: Could you state specifically
which companies are going to be in the receivership,
which of the entities?

THE COURT: Yeah. We"re going to have
someone write -- Mr. Richardson is going to write
the orders. So what entities should be in?

MR. ELIA: Same as before, Your Honor.

THE COURT: Huh?

MR. ELIA: It should be the same as before.

THE COURT: And who was that? Refresh the
Court®™s mind.

MR. JOSEPH: That would be SD United,

Mira Este, Roselle, California Cannabis Group,

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT
Balboa Avenue Cooperative, Devilish Delights, and
Flip Management.

MR. WATTS: Your Honor, the ninth cause of
action for appointment of a receiver only lists
San Diego United, Flip, Roselle, Mira Este, and
Monarch. And some of those other ones -- Devilish
Delights, California Cannabis -- are not parties to
this case. They haven"t been sued. They"re not --
they are not involved.

MR. GORIA: And, Your Honor, you may recall
that at the last hearing, Roselle was not part of
the receivership.

MR. JOSEPH: Excuse me. | meant to exclude

Roselle in that --
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THE COURT: Roselle is out. Why do I need

Devilish Delights? 1 don"t --

MR. JOSEPH: Your Honor, Devilish
Delights --

THE COURT: Hold on. Let him finish.
Devilish Delights, California Cannabis Group, and
Balboa Avenue Cooperative are the state license
holders, is our understanding. So they would need
to be working in concert with the CBU license
holders, which are the real estate property holders.
It does not make sense to not have them all under
the receivership. The receiver would need control
over all of those entities in order to legally

operate the business.

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT

MS. LEETHAM: For Roselle --

MR. ZIMMITTI: Your Honor --

THE COURT: Shh.

MS. LEETHAM: Can 1 jump in?

THE COURT: You may. And then, Mr. --

MR. ESSARY: My concern would be losing
legal control of the entity by not having a
nonprofit.

THE COURT: Okay.

MS. LEETHAM: Your Honor, we can do that as
officers of the Court. It makes it more complicated
to do the licensing with numerous parties involved.

MS. AUSTIN: With the three nonprofit
entities, which are the licensing entities, a
receiver creates problems with the state and with

the locals. 1 will -- 1 can report daily if
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Your Honor would like as to the process with that.

I can go through another five cases of paper, but I
would strongly request and urge the Court not to put
those three in there.

I will give him whatever information he
needs. |If he needs to come in ex parte, | will show
up with bells on. But 1 -- putting those three
nonprofits, which are the licensing entities,
creates so many complications at the state level, 1
can"t even begin to explain.

THE COURT: Yeah. But then wouldn®t the

argument be that then he doesn®"t have authority

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT
because he"s not the licensee"s agent, therefore
what -- he still is invalid? Would that be the
argument, Counsel?

MS. AUSTIN: The money is all going into --
I mean, we can take an order that says no money, no
nothing, no transactions, revolved around the
nonprofits. The nonprofit is only a licensing
entity with no dollars, no nothing. Everything else
you can put into the other accounts. All of that
can be taken care of.

But if I have control -- if he has control,
we have to deal with that. Even with the new bills
at the state that the governor is about to sign
granting an extension for provisional licensing, it
is -- it could seriously impact our ability to get
the state licensing necessary. | could probably
work around the locals, but 1 don"t think 1 could

work around the state.
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MR. JOSEPH: Your Honor, very briefly, |

would just like to point out that the receiver hired
a consultant, Adam Lachant --

THE REPORTER: Adam? Speak up a little
bit, please.

MR. LACHANT: Aaron.

MR. JOSEPH: Aaron Lachant. 1 apologize
for that. And he is ordered to provide a
declaration saying he"s worked with the receiver,

the state is aware of his takeover of these entities

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT
and has said, We"ll let you know if we need anything
else. I do not see the problem since we"ve already
been operating with Mr. Essary as the person in
control of those entities.

THE COURT: Mr. Richardson?

MR. GRISWOLD: Yes. So as stated in both
the interim report before the last hearing and in
the receiver®s report before this hearing,

Mr. Essary reported and provided copies in his
report of the notifications to the State.

We went over this at the last hearing. You
heard from the outside consultant that Mr. Essary is
working with there is nothing inappropriate,
certainly not illegal, for Mr. Essary, as a
receiver, to be the person in charge of the license.
The consultant spoke with a representative from the
state, says there was a non issue. |If there was an
issue, they would of course contact us.

And as a part of, specifically, the request

that Mr. Essary has been making to comply with the
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order and provide information. 1"ve been

communicating with Ms. Austin and asking
specifically for any statuses/notices from any
licensing agencies regarding the receivership. 1
have not received any of the -- | guess it sounds
like daily concerns she®s hearing about.

So if there are concerns, of course let"s

deal with them. But if we"re just assuming there

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT
might be concerns, I"m not so sure that it should be
too concerning for the Court.

MS. AUSTIN: 1 have to address those
issues. First is | have had additional
communication. | provided a two-page summary of the
status of all the licenses to Mr. Griswold, so all
of that information is there. We don"t have any --
any -- their phone calls. Their -- we do get some
reports, but 1 -- and 1 didn"t send them over. |1
didn"t even see that those would be necessary where
they said, give us all this additional information.

IT you would like those reports -- | was
trying to keep the fees down, but I am happy to send
over an e-mail that says, We want all of this
additional information.

The fact that Mr. Lachant, who -- 1 mean,
they"re a respectable firm. My problem is not with
Mr. Lachant and MMLG. It"s the issue of the
association with them being the defense counsel.

But the -- they made an initial phone call. There
are more steps. 1 did call the bureau and there are

more steps that needed to be done. They just wanted
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to know what the status was, because It was

preliminary at the first step.

THE COURT: All right.

MS. LEETHAM: The one other thing I want to
add is that we just added an inordinate expense that

my clients are bearing the burden of, not the
14

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT
plaintiffs. They are not being required to bear
this cost. Right? 1 mean, the order -- who"s
paying for the forensic accountant? My client.
Right? Are we sharing the cost? | mean, that"s
what"s not clear.

So Mr -- Ms. Austin has been allowed to do
the state licensing. The receiver is still
consulting with Mr. Lachant at an added expense to
the entities. We have someone here who can do it.
And if she®s willing to report and has reported and
we can keep the core monetary entities, for lack of
a better term, in the receivership, that"s really
what they want. Correct me if I"m wrong. The
license entities don"t generate the income or take
the income.

MS. AUSTIN: And the licensing process has
been -- that is a flat fee. The numbers were all
wrong earlier, but that is a flat fee they have
already paid for. They have already paid for us to
process the state licensing on at least the Balboa
and Mira Este facility.

THE COURT: So he®s going to run a
marijuana operation and not have the license?

That"s what you"re saying.
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MS. AUSTIN: No. He can have -- he can

be -- yeah, he"s going to run it without having the
license.

THE COURT: That license. |1 got it.

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT

MR. ZIMMITTI: Your Honor, I just want to
point out the irony in calling Mr. Lachant aligned
when Gina -- Ms. Austin is actually defense counsel
and, you know -- 1 mean, | think it"s just not --

THE COURT: I got it.

Mr. Essary, what"s your position?

MR. ESSARY: 1 object to the concept of
separating, because 1°ve been told both by the
defense®s counsel and by Mr. Lachant that those two
are integral. You can"t operate a functional
cannabis operation without the nonprofit with the
license but the CUP for the real estate.

And some of the confusion, obviously, is
where does the money go? The money usually -- or
doesn®"t go to the nonprofit. It"s a nonprofit. But
we had -- 1 had Mr. Lachant check and I am capable
of taking over both entities and holding that
operation. | think that"s what the judge wants.

THE COURT: Thank you. Anything else?

MR. ZIMMITTI: Your Honor, if I -- just
SO -- so wait a minute. |In the interim, the -- my
clients contracts and the options, what is the
status? 1 know Your Honor --

THE COURT: That"s a very good question,
counsel. That"s got to be litigated. That"s my

answer .
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MR. ZIMMITTI: So -- and does it depend on

what the Brenagin Company turns up iIn terms of their

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT
audit? because at this point, 1 mean -- and I
understand Your Honor --

THE COURT: Counsel, you"re being polite.
Go ahead and say it. 1It"s all right.

MR. ZIMMITTI: So essentially, our -- we
were terminated from our contracts.

THE COURT: Yes, you are.

MR. ZIMMITTI: Okay. That"s our position
and we produced evidence that®s uncontroverted. So
what, in effect, will happen if this goes on is
Your Honor*"s essentially just adopting their
argument that we breached based on fraud, under
fraudulent representation about --

THE COURT: 1 didn"t even understand that.

MR. ZIMMITTI: So in other -- so,

Your Honor, we -- they terminated our agreement
summarily based on failure to pay $125,000 that they
fraudulently represented was an actual real

bona fide debt.

THE COURT: That"s your position.

MR. ZIMMITTI: Right.

THE COURT: I got it.

MR. ZIMMITTI: Okay. So -- and therefore,
if we -- just to be clear, is our contract in
suspension or is it just -- is it actually --

THE COURT: Sue them. Hello. All I™m
doing -- and 1 mean that very, very respectfully. |

didn®"t mean to say that. 1 apologize. Counsel, let
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me be -- it"s getting late. Let"s me slow down.

The only thing I am doing today -- only
thing -- is making a determination of whether
there®s going to be a preliminary injunction in this
case with the appointment of the receiver. That
answer is yes. The three nonprofits are included.
That answer is yes. |If it causes a problem, it
causes a problem. 1 can only do so much.

So -- and I didn"t mean to be so flippant,
and I apologize for that. But I understand your
argument. It"s not before me today. If you think
you have valid claims, (descriptive sound) file.

MR. ZIMMITTI: Thank you, Your Honor.

MS. AUSTIN: Your Honor --

THE COURT: Let me finish. One more thing.
It"s getting late. |1 want to set a bond. 1 want to
set a bond. 1%ve heard 10 million. [I"ve heard
6 million and 1"ve heard 50,000.

Anybody else want to say anything before I
pick a number?

MS. AUSTIN: Two?

THE COURT: It won"t be that much. It
ain®"t going to be 50,000, plaintiff.

MR. ELIA: Your Honor, we"re okay with a
hundred or 200,000. That --

THE COURT: It"s going to be more than
that.

MS. LEETHAM: That"s not enough,

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT
Your Honor.
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THE COURT: Shh. 1"m going to determine
what enough is. It"s going to be more than that.

MR. ELIA: Just -- Your Honor, just taking
into account that it may be very difficult to get a
bond if it"s high.

THE COURT: I got it. 1 had a number
before you even said all that, just so you know.

Anybody want to say anything else?

MS. LEETHAM: A million.

MR. ELIA: Just one thing, Your Honor.
Just -- 1 just want to make sure that it"s clear on
the record that not only the receiver, but Brenagin
& Company has unfettered and unencumbered access,
because the last time we were here, Your Honor said
it three times and it didn"t happen.

MS. LEETHAM: This is a reciprocal order,
though.

THE COURT: Absolutely it is, and 1 will

tell you this. For any accountant, anybody, if

there comes a report that, Judge, we didn"t get this

from any account, anybody, I*1l take it from them.

I don"t have jurisdiction over it, but 1°11 say,

Brenagin, come in and do it all. And boy, you want

to see fees then? That"s about (descriptive sound.)
MS. AUSTIN: Before we get to the bond, 1

just want to -- | understand the nonprofits are in.

THE COURT: Yes.

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT

MS. AUSTIN: And that"s fine. |Is there a

way that we can just make them part of the nonprofit

so that we"re not changing ownership at all? The
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receiver -- make the

receiver a member of the

nonprofit, and then he"s got control but we"re not

changing ownership.
THE COURT:
ownership. He --

MS. AUSTIN:

And then those problems go --

They don"t want to be

Well, he"s an owner by

default, because he has control under the state

rules.

MR. GRISWOLD: As counsel, 1 would not

agree to having the Court appointed receiver as a

member --

THE COURT:

Yeah.

MR. GRISWOLD: -- on the nonprofit on many

liability grounds.

And no, that"s -- the

receivership, he"s in control -- there"s already

actually -- 1 think the statute even cites to when a

receiver has been put in control of an entity, if

they submit the notice to the state agency, so |

don"t -- | object.
MS. AUSTIN:
out.
THE COURT:
MS. AUSTIN:
THE COURT:
nice day.

We"ll try to figure something

Good attitude. Ready?
Yes, sir.

350,000. That"s it. Have a

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT

MR. GORIA:
about Mira Este --

MS. AUSTIN:

MR. GORIA:

the question.

Judge, 1 did have one question

Do you --

—— iFf 1 could, if | could ask
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THE COURT: For sure. |1 don"t know if 1711
answer it, but --

MR. GORIA: Okay. 1"m assuming that
Mira Este is included --

THE COURT: Absolutely.

MR. GORIA: -- in the receivership.

THE COURT: Absolutely.

MR. GORIA: So we have a -- one producer
manufacturer, Edipure, who"s paying 30,000 in cash
to Mr. Bacca.

THE COURT: Right.

MR. GORIA: So -- and that®"s to cover a
whole bunch of overhead that Mr. Bacca is in charge
of providing, Synergy is in charge of providing.

THE COURT: It is.

MR. GORIA: So I"m not sure how that
figures into the receiver, whether that 30,000 has
to go to the receiver, and then, you know, all the
overhead is paid. That probably will spell a quick
end to Synergy if 1"m not mistaken, but --

THE COURT: Nah.

MR. BACCA: 1 have a question.

THE COURT: He"s going to go out and have

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT
20 more leases.

MR. BACCA: How fast will he be able to
respond to requests for money? Like if we have to
do a -- changing a bulb, you said even we have to
account for that, right?

THE COURT: Pretty close.

MR. BACCA: So how long do we have to let
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that bulb out before
THE COURT:

MR. ESSARY:

previously paying bil

he says yes?

He says -- how fast can you

Well, 1 have two examples

Is that were submitted to me

immediately approving them the same day. 1 turned

over -- 1"m not planning on writing the checks

myself, Your Honor.
THE COURT:
MR. ESSARY:

No. Just approve them.

1*11 approve them and you-"ll

have signhature on the account, but I also will

signature on the account, right?

THE COURT:

there®s enough money

Correct. And 1 just hope

to pay the bills. That"s what

I1"m hoping for. | hope there"s enough money to pay

the bills. Let"s see where this goes. All right?

You know, you®ve all

Court.

been very patient with the

Mr. Richardson, did you write down all my

orders?

MR. GRISWOLD: 1 did. I did.

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT

THE COURT:

transcript.

You may want to get a

MR. GRISWOLD: Yes, Your Honor.

THE COURT:

All right. Sixty days, I™m

going to revisit everything. And 1 want to make

this really clear. Listen to me loud. Including

the continuation of the receiver. That is still on

the table.

MS. LEETHAM:

And obviously, the injunction
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is not effective until they post the bond? That"s
normally how that works.

THE COURT: It does, but there better not
be any money going from accounts.

MS. LEETHAM: Okay. 1It"s just if he
doesn"t post it, it goes away.

THE COURT: Absolutely. No, no. 1"m with
you.

MR. WATTS: |Is there a deadline for them to
post it?

MR. JOSEPH: Your Honor, just to clarify,
we would work with our clients to get it posted as
soon as possible. We already have a bond for the
temporary receivership that can hold off until we
get it by sometime next week, early next week.

THE COURT: 1*1l give you two weeks,
fourteen days.

MR. JOSEPH: Thank you, Your Honor.

THE COURT: But let"s -- counsel is

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT
absolutely right, though. Hold on. |If it"s not
posted that, means no. You know that. |1 don"t have
to tell you what the law is.

MR. GORIA: Your Honor, another point on
the bond. There are two entities with different
ownership groups here, and damages would accrue to
each ownership group differently. We"d like to have
that bond divided up if we can, because the
Mira Este ownership which is being placed on the
receivership may suffer damages independently of

Balboa.
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THE COURT: I can take care of that,
counsel. 1"m not going to do that at this stage.

MR. GORIA: And also, the previous order of
the Court was -- that was directed to Mr. Essary was
to maintain separate accounts for the facilities --
for the different facilities. Is that also going to
be continued?

THE COURT: I would hope, absolutely.

MR. ESSARY: They"re going to have access
to pay expenses immediately once they"re approved.

THE COURT: Thank you, sir. That -- let"s
make it clear. That answer is yes.

Sir?

MR. GORIA: All right.

THE COURT: So.

MR. ESSARY: Your Honor, one last question,

please. 1 have an order now and it"s a fairly good

ROUGH DRAFT 9-7-18 PARTIAL TRANSCRIPT ROUGH DRAFT
order. Shall 1 use that until this new one is
executed?

THE COURT: Correct.

MR. ESSARY: Okay. Thank you, Your Honor.

THE CLERK: You®re still a receiver.

MR. ESSARY: Thank you.

THE COURT: Have patience, all of you. 1
really mean this. Have patience with the Court.
You"ve been very polite and 1 appreciate that. And

just so you know, I understand the magnitude of this

decision. 1 just hope for your sakes -- 1711 say
everybody -- that the business survives. Thank you.
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Order #12324668: eFiling & eServe

Submitted: 9/19/2018 2218 PM PT | Attorney: James Joseph

Under court clerk review Court Transaction #2533055
9/19/2018 2:19 PM PT

MESSAGE FROM ONE LEGAL: The court has received your filing. This status will be updated and you will receive an email
immediately upon completion of the court clerk's review. Although court processing times vary, the court filing date for
accepted filings will reflect the date this order was submitted.

MESSAGE FROM THE COURT CLERK: This Electronic Filing has been received by the Court and has passed technical
validations. -

Documents
Returned (0)

Documents will be available here once they are provided by the court's system.

Your Files (2)

Document Title Document Type Pages Status
Notice of Plaintiff's Injunction Bond Order Appointing Receiver 4 Uploaded
Proof of Service Proof of Service 2 Uploaded

eServe Recipients

Name Email Status

Viewed - 9/19/2018 2:28 PM PT
Partially Viewed - 9/19/2018 2:28 PM PT

Austin, Gina admin@austinlegalgroup.com )
Retrieved - 9/19/2018 2:26 PM PT
Notification Sent - 9/19/2018 2:19 PM PT
Blake, Steven sblake@galuppolaw.com Notification Sent - 9/19/2018 2:19 PM PT
. . . Retrieved - 9/19/2018 7:38 PM PT
Charles Goria chasgoria@gmail.com ) )
Notification Sent - 9/19/2018 2:19 PM PT
Viewed - 9/19/2018 3:22 PM PT
. . . . . Partially Viewed - 9/19/2018 3:22 PM PT
Coughlin, Kat ki hl Idl d .
oughlin, Katie coughlin@griswoldlawsandiego.com Retrieved - 9/19/2018 3:22 PM PT
Notification Sent - 9/19/2018 2:19 PM PT
Daniel Watts dwatts@galuppolaw.com Notification Sent - 9/19/2018 2:19 PM PT
Elia, Steven steve@elialaw.com Notification Sent - 9/19/2018 2:19 PM PT
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Name
Griffin, Maura
Griswold, Richardson

Hall, Andrew

Joseph, James

Linda Koller

Markwell, Mary

Meza, Hector
Nickell, Maria
Robert Fuller
Rothenberg, Zachary
Salvatore J. Zimmitti
Watts, Daniel
Zimmitti, Salvatore

Charles Goria
eCopy recipient for Austin, Gina

David Jarvis
eCopy recipient for Austin, Gina

Mary Markwell

eCopy recipient for Salvatore J.
Zimmitti

Richardson C. Griswold

eCopy recipient for Salvatore J.
Zimmitti

Robert Fuller
eCopy recipient for Austin, Gina

Salvatore Zimmitti

eCopy recipient for Salvatore J.
Zimmitti

Case Information

Court

Email
maura@elialaw.com
rgriswold@griswoldlawsandiego.com

ahall@galuppolaw.com

james(@elialaw.com

Ikoller@galuppolaw.com

mmarkwell@nelsonhardiman.com

weefile@nationwideasap.com
maria@elialaw.com
rfuller@nelsonhardiman.com
zrothenberg@nelsonhardiman.com
szimmitti@nelsonhardiman.com
dwatts@galuppolaw.com

szimmitti@nelsonhardiman.com

chasgoria@gmail.com

davejarvisii@yahoo.com

mmarkwell@nelsonhardiman.com

rgriswold@griswoldlawsandiego.com

rfuller@nelsonhardiman.com

szimmitti@nelsonhardiman.com

San Diego County, Superior Court of California (Central)

Number

Status

Notification Sent - 9/19/2018 2:19 PM PT
Notification Sent - 9/19/2018 2:19 PM PT
Notification Sent - 9/19/2018 2:19 PM PT

Partially Viewed - 9/26/2018 10:59 AM PT
Retrieved - 9/26/2018 10:59 AM PT
Notification Sent - 9/19/2018 2:19 PM PT

Viewed - 9/19/2018 2:24 PM PT

Partially Viewed - 9/19/2018 2:23 PM PT
Retrieved - 9/19/2018 2:23 PM PT
Notification Sent - 9/19/2018 2:19 PM PT

Viewed - 9/19/2018 3:11 PM PT
Partially Viewed - 9/19/2018 3:10 PM PT
Retrieved - 9/19/2018 3:10 PM PT
Notification Sent - 9/19/2018 2:19 PM PT

Notification Sent - 9/19/2018 2:19 PM PT
Notification Sent - 9/19/2018 2:19 PM PT
Notification Sent - 9/19/2018 2:19 PM PT
Notification Sent - 9/19/2018 2:19 PM PT
Notification Sent - 9/19/2018 2:19 PM PT
Notification Sent - 9/19/2018 2:19 PM PT
Notification Sent - 9/19/2018 2:19 PM PT

Partially Viewed - 9/21/2018 12:33 PM PT
Retrieved - 9/21/2018 12:33 PM PT
Notification Sent - 9/19/2018 2:19 PM PT

Notification Sent - 9/19/2018 2:19 PM PT

Retrieved - 9/19/2018 3:12 PM PT
Notification Sent - 9/19/2018 2:19 PM PT

Partially Viewed - 9/19/2018 2:21 PM PT
Retrieved - 9/19/2018 2:20 PM PT
Notification Sent - 9/19/2018 2:19 PM PT

Notification Sent - 9/19/2018 2:19 PM PT

Viewed - 9/21/2018 9:27 AM PT
Partially Viewed - 9/21/2018 9:24 AM PT
Retrieved - 9/19/2018 5:30 PM PT
Notification Sent - 9/19/2018 2:19 PM PT
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Clack of the Supsror Count

SEP 2 6 2018
By: . QUIRARTE, Deputy

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
COOQOPERATIVE, 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

[EROPOSED] ORDER CONFIRMING
RECEIVER AND GRANTING
PRELIMINARY INJUNCTION

Judge: Hon. Eddie C. Sturgeon

Dept: C-67
Date:  Septernber 7, 2018
Time: 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,

-1-

[PROPOSEDR] ORDER CONFIRMING RECEIVER AND GRANTING PRELIMINARY INJUNCTION
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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 Manégement, LLC.
Collectively, these 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 agreement, if funds are available.

2-
[RROPOSED] ORDER CONFIRMING RECEIVER AND GRANTING PRELIMINARY INJUNCTION
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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
operations at the Balboa Ave Dispensary and thé Mira Este Property. All outgoing payments made
in the course of business for the Marijuana Operations shall ﬁrslt 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 property.

5. 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:

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 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 éhall 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 Marijuana 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, saviﬁgs 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. Receiver 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 operations
at the Balboa Ave Dispensary and may open and maintain separate bank accounts 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, 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 (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,
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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4403




o R - - B N = L LY

[\ T G T o T N TR 6 TR & R & T & B N L e e e e e e e e
20 ~I & b AW N = D N =y R W NN~ O

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 Marijuana Operations as such
payments relate to the Marijuana Operations. |

17.  Plaintiff, Plaintiffs-In-Intervention, 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 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, 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 Recciver 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 ex{sts.

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,

-6-
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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 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;

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.

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.  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, LL.C 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

-
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documentation proving ownership of its equipment and property to Receiver for review and
confirmation. Receiver shall use his discretion in determining whether the removal of any such
equipment 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. w
Dated: September 26, 2018 ' 5 Judge Eddie C Sturgeon

Judge of the Superior Court

-8-
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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 Defendants and
Cross-complainants CHRIS HAKIM,
MIRA ESTE PROPERTIES LLC, and
ROSELLE PROPERTIES LLC, and

SUPERIOR COURT OF THE STATE OF CALIFORNIA

COUNTY OF SAN DIEGO, CENTRAL DIVISION

SALAM RAZUKI, an individual

‘ Plaintiff
AL : -
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 hrmted
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.

Cross-Complaint-Hakim et al,

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

. CROSS-COMPLAINT FOR BREACH OF

CONTRACT, BREACH OF FIDUCIARY
DUTY, INTERFERENCE WITH
CONTRACT, PUNITIVE DAMAGES,
AND ATTORNEY’S FEES

Dept.: C-67

I/C Judge: - Hon. Eddie C. Sturgeon

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

Case No. 37-2018-00034229-CU-BC-CTL
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CHRIS HAKIM, an individual; MIRA ESTE
PROPERTIES LLC, a California Limited
Liability Company; and ROSELLE
PROPERTIES LLC, California Limited
Liability Company,

Cross-complainants,
vs.

SALAM RAZUKI, an individual; SOCAL
BUILDING VENTURES, LLC, a Delaware
limited liability company; SAN DIEGO
BUILDING VENTURES, LLC, a Delaware
limited liability company; and ROES 51-100,

Cross-Defendants.

AND RELATED CROSS-COMPLAINTS
AND COMPLAINTS IN INTERVENTION.

COMES NOW, the Cross-complainants, Chris Hakim, Mira Este Properties LLC, and
Roselle Properties LLC, and for causes of action agaiﬁst cross-defendants, and each of them,
alleges as follows:

GENERAL ALLEGATIONS

1. Defendant and cross-complainant Chris Hakim (“Hakim”) is an individual
residing in San Diego County, California.

2. Defendant and cross-complainant Mira Este Properties, LLC (“MEP”) is a
limited liability company owned in part by Hakim, MEP owns the real property at 9212 Mira
Este Court, San Diego, CA 92126 (“Mira Este Facility”) in fee simple. There is a marijuana
manufacturing facility at the Mira Este Facility, whose license to operate is held by California

Cannabis Group.

Cross-Complaint-Hakim et al. Case No. 37-2018-00034229-CU-BC-CTL
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3. Defendant and cross-complainant Roselle Properties, LLC (“Roselle”) is a limited
liability company owned in part by Hakim. Roselle owns real property located at 10685 Roselle
Street, San Diego, CA 92121 (“Roselle Facility”) in fee simple. There is no marijuana
dispensary located at the Roselle Facility.

4. Monarch Management Consulting, Inc. (“MMCI”) is a corporation owned in
equal parts by Defendant Ninus Malan ("Malan") and Hakim.

5. Cross-defendant/plaintiff Salam Razuki (“Razuki”) is an individual who is
believgd to reside in San Diego County. On information and belief, he owns or controls Razuk1
Invéstments, LLC.

6. Cross-defendant/plaintiff-in-intervention SoCal Building Ventures, LLC is a
Delaware limited liability company with its principal place of business located in California.
Cross-defendant/plaintiff-in-intervention San Diego Building Ventures, LLC is a Delaware
limited .liability company with its principal place of business in California. Their complaint-in-
intervention alleges facts showing a unity of interest, ownership, and activities between the two
LLCs, such that the companies are alter egos of each other. It would be unjust to treat them
separately, since they claim to have identical claims for breach of contract against Hakim.
Additionally, San Diego Building Véntures, LLC is designated as an affiliate, as a party to the
below-described nianagement agreements also bearing the title of “Manager” along with SoCal
Building Ventures, LLC, and as a potential assignee of the obligatibns owing by SoCal Building
Ventures LLC in the below-described management agreements, Because the two companies are
apparently interchangeable and lack any separate identity, this cross-complaint will refer to them
collectively as “SoCal”. SoCal was hired to manage businesses at certain real property
commonly described as 8863 Balboa Ave. and 8861 Balboa Ave. (“Balboa Properties™) as well
as at the Roselle Facility, and Mira Este Facility. In particular, and as alleged hereinbelow,

SoCal contracted to mariage the retail marijuana dispensary at the Balboa Properties (“Balboa

' Cross-Complaint-Hakim et al. Case No. 37-2018-00034229-CU-BC-CTL
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Dispensary”) as well as the Mira Este Facility and Roselle Facility. At the time that SoCal
contracted to manage the Mira Este Facility and Roselle Facility, those locations had not been
opened. SoCal operated at the Balboa Dispensary for several months, but failed, neglected, and
refused to take steps necessary to open the Mira Este Facility. Because SoCal mismanaged the
operations, failed to open the Mira Este Facility, consumed marijuana and alcohol on the job,
and failed to make payments required under their management agreements, SoCal was fired in
or about July 2018 after failing to cure their defaults.

7. Defendant Ninus Malan (“Malan”), a resident of the County of San Diego, State
of California, is a part owner of MEP, Roselle, and the Balboa Properties.

8. California Cannabis Group (“CCG”) is a nonprofit mutual benefit corporation, of
which Malan is the president. Razuki is not and never has been an officer, employee,
shareholder, member, or owner of CCG.

9. Devilish Delights, Inc. (“DDI”) is a nonprofit mutual benefit cofporation of which
Malan is the president and Hakim is the vice president. Razuki is not and never has been an
officer, employee, shareholder, member, or owner of DDI.

10.  Balboa Ave Cooperative (“BAC™) is a nonprofit mutual benefit corporation.
Malan is the sole managing member of BAC. Razuki is not and never has been an ofﬁcer,‘
employee, shareholder, member, or owner of BAC. ,

11.  Flip Management, LLC (“Flip”) is a limited liability company owned entirely by
Malan. Razuki is not and never has been an officer, employee, shareholder, member, or owner
of Flip.

12.  San Diego United Holdings Group, LLC (“San Diego United”) is a ~limited
liability company owned entirely by Malan. It owns parcels of real property where some of the
other cross-complainants conduct business. San Diego United bought the Balboa Properties in

San Diego in March 2017.

Cross-Complaint-Hakim et al. Case No. 37-2018-00034229-CU-BC-CTL
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13.  The true names and capacities of Cross-defendants ROES 51 througthO},‘
inclusive, whether individual, corporate, associated, or otherwise, are unknown to cross-
complainants, who therefore sues said Cross-Defendants by such fictitious names. Cross-
complainants will seek leave of court to amend this cross-complaint to show their true names
and capacities when the same have been ascertained. Cross-complainants are informed and
believe and thereon that each of these fictitiously named cross-defendants claims some right,
title, estate, lien, or interest in the hereinafter-described property adverse to .cross-complainants’
title, and their claims, and each of them, constitute a cloud on cross-complainants’ title to real
property.

14.  Cross-complainants allege on information and belief that each of the cross-
defendants except Razuki and ROES 51-75, was at all relevant times the employer, employee,
contractor, principal, partner, agent, member, subsidiary, affiliate, joint venture, co-conspirator,
or alter ego of each of the other cross-defendants, and at all times herein mentioned was acting
within the course and scope of such agency, employment, joint venture, conspiracy, alter ego
relationship, or partnership, with the full authority and knowledge of each of the other cross-
defendants. Cross-complainants further allege that each of said cross-defendants has adopted or
ratified the acts, conduct, omissions or commissions of the other cross-defendants set forth
herein.

15. Cross-cbmplainants allege on information and belief that each of the cross-
defendants except SoCal and ROES 76-100, was at all relevant times the employer, employee,
contractor, principal, partner, agent, member, subsidiary, affiliate, joint venture, co-conspirator,
or alter ego of each of the other cross-defendants, and at all times herein mentioned was acting
within the course and scope of such agency, employment, joint venture, conspiracy, alter ego
relationship, or partnership, with the full authority and knowledge of each of the other cross-

defendants. Cross-complainants further allege that each of said cross-defendants has adopted or
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ratified the acts, conduct, omissions or commissions of the other cross-defendants set forth
herein.

16. In or about November 2017, cross-complainants, SoCal, Malan and certain of
Malan’s other companies began negotiations in which it was contemplated that SoCal would
manage the Balboa Dispensary, the Roselle Facility, and the Mira Este Facility. Pursuant
thereto, and although no forrnai written agreement had been executed at that time, SoCal began
undertaking certain management activities at said facilities. These management activities
included the submission applications to the City of San Diego for conditional use permits for the
Roselle Facility and Mira Este Facility to allow those facilities to operate as cannabis-related
enterprises, including the manufacture and/or distribution of cannabis products. Thereafter, and
on or about January 2, 2018, the parties executed formal management agreements in which
SoCal was formally hired to act as manager of the Balboa Dispensary, the Roselle Facility, and
the Mira Este Facility. Those managerhent agreements included:

a, An agreement between SoCal as “manager” and BAC, San Diego United,
MMCI, Hakim and Malan, Hakim and Malan, dated January 2, 2018, a true and
correct copy of which is attached as Exhibit 1 to this pleading and by this
reference, made a part hereof. (“Balboa Management Agreement”). The Balboa
| Management Agreement required SoCal to manage the Balboa Dispensary.
b. An agreement between SoCal as “manager” and CCG, DDI, MEP,
Hakim, and Malan dated January 2, 2018, a true and correct copy of which is
attached as Exhibit 2 to this pleading and by this reference, made a part hereof.
(“Mira Este Management Agreement”). The Mira Este Management Agreement
required SoCal to manage what would become a marijuana manufacturing

facility at the Mira Este Facility.
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c. An agreement between SoCal as “manager” and Roselle, Hakim, and
Malan, dated January 2, 2018, a true and correct copy of which is attached as
Exhibit 3 to this pleading and by this reference, made a part hereof. (“Roselle
Management Agreement”). The Roselle Management Agreement required SoCal
to manage the Roselle Facility.

17.  The Balboa Dispensary was and is subject to a settlement agreement with the
Montgomery Field Business Condominiums Association (“Association”), aKcommercial owners’
association that governs the Balboa Facility. The Association’s rulés ban marijuana dispensaries,
among other things. The Association sued San Diego United and Malan, among others, in 2017,
alleging the sale of marijuana at the Balboa Dispensary. The parties eventually settled the
dispute. Under the settlement, the Association granted a special use variance allowing the
Balboa Dispensary to continue operating despite the Association policy banning marijuana
activities. The settlement and variance are contingent on the Balboa Dispensary regularly paying
fees to the Association, hiring security guards, maintaining and complying with the conditions
of its conditional use permit from the City of San Diego, paying for the Association’s insurance,
keeping the area clean, avoiding city code violations, and complying with the conditional use
permit requirements, among other terms. If the Balboa Dispensary does not strictly comply with
the settlement, the terms of the special use Qariance, or the conditional use permit, the settlement
authorizes the Association to revoke the use variance. The settlement agreement also entitles
the Association to revoke the variance “upon sale or transfer of” San Diego Unitéd or the
Balboa Dispensary. At the time the settlement was signed, Malan owned and controlled 100
percent of San Diego United and had ultimate authority over the Balboa Dispensary.

18.  The settlement with the Association also required SoCal to provide services -
necessary and appropriate for day-to-day administration and management of the marijuana

dispensary and consistent with good business practices, including hiring competent personnel,
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complying with state and local laws, using proper accounting procedures, keeping books and
records, and providing BAC and San Diego United with timely operating reports on a quarterly
basis.

19.  The Mira Este Management Agreement and Roselle Management Agreement
contain similar provisions requiring SoCal to act professionally and comply with local and state
laws.

20.  In connection with said management agreements, SoCal promised and agreed to
make certain payments to cross-complainants, utilize its best efforts to timely process the
aforementioned applications for conditional use permits for the Roselle Facility and Mira Este
Facility, and undertake all other actions necessary to obtain all required permits and licenses to
begin operations at the Mira Este Facility and Roselle Facility as cannabis enterprises.

21. At the time that said management agreements were executed, the Balboa
Dispensary was operational as a retail dispensary. The Mira Este Facility, though not open for
operations and not possessing a Certificate of Occupancy from the City of San Diego, was also
properly licensed or permitted to operate as a cannabis manufacturing or distributorship
enterprise under a pre—existing permit or license. The Roselle Facility was leased to a third-
party tenant. However, the tenant at the Roselle Facility was ready, willing, and able to cancel
the lease at the request of cross-complainants at such time as SoCal was able to obtain the
necessary permits and/or licenses to allow the Roselle facility to operate as a cannabis — related
enterprise.

22.  Beginning in or about November 2017 and continuing until in or about May
2018, certain of the payments required of SoCal under the Mira Este Management Agreement
were made by personal checks which later were returned unpaid as there were insufficient funds

in SoCal’s accounts from which to pay said checks.
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23. Thereaﬂer, and beginning in or about May 2018, SoCal stopped making any and
all payments to cross-complainants required under the aforedescribed management agreements.

24.  Cross-complainants are informed and believe and thereon allege that: in or about
May 2018 and continuing thereafter, Razuki reached out to SoCal and falsely told SoCal that
Malan did not have an ownership interest in the Balboa Dispensary, Mira Este Facility, or
Roselle Facility that SoCal had been hired to operate; Razuki at said time also falsely told SoCal
that SoCal did not need to make payments due under its management agreements for the Balboa
Dispensary, Mira Este Facility, or Roselle Facility; Razuki at said time also told SoCal that
Malan was lying to SoCal about his ownership interests, and asked SoCal to breach its contracts
with Malan and cross-complainants by ceasing payments due under its agreements.

25.  Cross~-complainants are informed and believe and thereon allege that Razuki told
SoCal that he would soon gain control of the businesses owned by cross-complainants and
Malan, and promised SoCal that if it helped Razuki gain control of the businesses, Razuki would
hire SoCal. '

26. By making these statements, Razuki intentionally sought to damage the business
and contractual rélationship between SoCal on the one hand and cross-cbmplainants and Malan
on the other hand.

27.  Razuki’s disparaging and false statements to SoCal did in fact intérfere with these
existing contractual relationships. He convinced SoCal to stop making payments required under
its management agreements and to cease undertaking the necessary steps to obtain the licenses,
permits, certificates, and/or approvals to operate the Mira Este Facility and Roselle Facility as
cannabis enterprises.

28.  After SoCal was hired to manage the Mira Este Facility, Balboa Dispensary, and
Rosellé Facility, SoCal soon began breaching the respective management agreements in other

respects as well, including but not limited to the following:
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a. Beginning in or about May 2018, SoCal stopped making monthly
payments of $35,000 owed to MMCI, Hakim and Malan under the terms of the Balboa
Management Agreement.

b. On information and belief, SoCal’s employees did not undergo timely

criminal background checks as SoCal had promised.

c. SoCal’s employees stole marijuana from the Balboa Dispensary and
consumed it themselves.
d. SoCal’s employees smoked marijuana on the Balboa Dispensary’s

premises, which is illegal, a violation of the conditional use permit, and a violation of the

settlement with the Association.

e. SoCal’s record-keeping was substandard, and it “lost” a lot of inventory —

i.e. marijuana. According to state regulations, if there’s greater than a 5% discrepancy in

a dispensary’s inventory, that’s grounds for revoking the dispensary’s ability to operate.

SoCal’s inventory counts had discrepancies of up to 50%. This jeopardized the Balboa

Dispensary’s license to operate.

29.  In addition to the foregoing, SoCal also breached the management agreementé by
not paying their employees correctly, violating state law. SoCal did not maintain formal records
of employee work hours; it used Post-It Notes. According to those Post-It Notes, several
employees were working more than eight hours in a day, entitling them to overtime pay, but
there are no records showing they were paid overtime, or that SoCal complied with other Labor
Code provisions, including withholding requirements and proViding pay period statements.

30.  In further breach of the management agreements, SoCal did not make insurance
payments on time to the Association, violating the settlement agreement with the Association.
This breach of the settlement agreement jeopardizes the variance from the Association, which

can be revoked if insurance payments are not timely made.
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31.  In further breach of the management agreements and on information and belief,
SoCal did not maintain adequate insurance to cover its activities at any of the premises where it
served as manager.

32.  Infurther breach of the management agreements SoCal violated the San Diego
City Code by not having security guards as required by law, at times having only one security
guard on duty, using security guards as receptionists when the law requires them to secure the
facility and do no other work, using the garage at 8861 Balboa Ave. to store marijuana instead
of using it for its sole legal purpose (namely, storing cars), and lacking an armed guard.

33.  Infurther breach of the management agreements, SoCal mismanaged the Balboa
Dispensary such that the City of San Diego issued a notice on June 7, 2018, describing some of
the code violations at the Balboa Dispensary that existed during SoCal’s management. These
violations put the Association variance at risk because the Association can revoke the varianc; if
the dispensary violates the Municipal Code. Additionally, said code violations jeopardize the
dispensary’s license because the State of California will not allow a marijuana dispensary to
operate in violation of local ordinances. The code violatién could destroy the entire business.

34.  In further breach of the management agreements, SoCal hired a security guard
named Jorge Emilio Aguilar, who owns a company called Archstone International, to work at
the Balboa Dispensary. At the time SoCal employed him, there was a criminal case pending
against Aguilar, and the court had issued a warrant for Aguilar’s arrest. |

35.  In further breach of the management agreements, and according to the State of
California’s online records, Aguilar’s license to carry a firearm expired June 30, 2017.

36.  In further breach of the management agreements and according to the State of
California’s online records, Aguilar’s license to éct as a private security officer was canceled on

July 31, 2017.
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37.  In further breach of the management agreements and by employing a wanted
criminal whose license to carry a firearm has been revoked, SoCal has violated the terms of the
conditional use permit and the settlement with the Association; both the settlement and the
conditional use permit require licensed, bonded, professional security guards to protect the
dispensaries, and those guards must be capable of legally carrying a weapon. Aguilar is not such
a person.

38.  In further breach of the management agreements, SoCal failed to implement
accounting procedures and failed to present quarterly reports for periods ending March 2018 and
June 2018.

39.  Infurther breach of the management agreements, SoCal failed to produce
employment/independent contractor agreements, failed to produce copies of tax returns and
EDD filings, failed to produce financial statements for the Balboa Dispensary, and failed to keep
detailed check registers and accounting journals chronicling Balboa Dispensary’s financial
transactions.

40.  In further breach of the management agreements, SoCal disclosed confidential
information about the Mira Este Facility, Roselle Facility, and Balboa Dispensary to Razuki, a
man who was prosecuted and convicted for violating laws governing the conduct of landlords of
real property, and who was under a court order not to engage in any unlicensed marijuana
businesses in San Diego. SoCal knew or should have known that disclosing confidential
information to such a person would harm cross-complainants by exposing them to significant
liability.

41.  In further breach of the management agreements, SoCal has failed to provide
certain documents demanded by the City of San Diego for an audit. In particular, the City of
San Diego began conducting an audit of the Balboa Dispensary using a company called MGO.

MGO demanded documents that SoCal has failed to provide despite having a duty to provide,
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including a business license, copies of written policies governing security procedures and
security guards, the names of the bookkeeper/accountant/tax preparer, an organizational chart
with names of éll employees, a copy of the security guard company’s license, sales details,
names of customers, names of vendors, and other information.

42.  In further breach of the management agreements, SoCal also did not have two
armed guards; one of the guards SoCal hired had a warrant out for his arrest.

43, In further breach of the management agreements, SoCal left trash all over the
Balboa Dispensary; and the City of San Diego issued code enforcement violation notices.

44, . In further breach of the management agreements, and beginning in or about May
2018, SoCal withheld payments and failed, neglected, and refused to make payments due MEP
and Roselle under said MEP management agreements as follows:

a. Failure to pay the June 2018 management fee of $60,300;
b. Failure to paiy the May 2018 minimum guarantee payment of $50,000;

C. Failure to pay the July 2018 management fee of $60,300;

d. Failure to pay the June 2018 minimum guarantee payment of $50,000;
e. Failure to pay the utilities in the amount of approximately $12,000;
f. Failure to pay SoCal's portion of the CUP processing cost in the amount of

approximately $18,954;

g. Failure to réeimburse MEP for tenant ifnprovements in the amount of
approximately $125,000;

h. Failure to pay the option fee of $75,000 due MEP and $75,0QO due Roselle in
March 2018, |

45.  In further breach of the management agreements, SoCal also failed and refused to
further and advance the processing of a conditional use permit or other licensing or permits for

the Roselle Facility and to open for operation the Mira Este Facility notwithstanding that the

Mira Este Facility had obtained all necessary approvals.
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46. On information and belief, SoCal promised Razuki that SoCal would
intentionally withhold payments due under the Mira Este Management Agreement, which would
cause MEP to default on loans secured by the Mira Este Facility.

47.  SoCal employee Dan Spillane told employees at the Mira Este Facility that he and
SoCal were conspiring with Razuki to hijack the companies and businesses opéfating at the Mira
Este Facility, Roselle Facility, and Balboa Dispensary. They would accomplish this, Spillane
said, by filing this very lawsuit, in which they would falsely claim that Razuki owned the
businesses.

48. On information and belief, SoCal intended to use Razuki’s false claims of
ownership as an excuse to stop making payments to the businesses’ true owners, inéluding
Malan, Hakim, and the other cross-complainants herein. Malan learned of this scheme from
SoCal’s own employees on or about July 2, 2018 or July 3, 2018.

49.  Inor about June 2018, Malan gave SoCal 25 days’ notice to cure defaults, as
required by the management agreements. SoCal did not cure its defaults, so Malan fired SoCal.
Malan in or about July 2018. Cross-complainants then replaced SoCal with new, competent |
management companies at the Balboa Dispensary and the Mira Este Facility.

50.  After SoCal was fired, SoCal and Razuki tried to retake the properties through
deception and forgery.

51.  OnlJuly 13, 2018, SoCal’s employee Dan Spillane showed up at the Mira Este
Facility with a forged lease purporting to give him access to the building. He was accompanied
by another man who falsely claimed to be the owner of the building, and who said he was in

charge of Sunrise Properties, LLC, a company which Razuki claims to own. Together they tried

1o gainkac‘cevss to the building. The police were called. Spillane and the fake owner tried to

convince the police that they owned the building. The police did not believe them. The police
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were shown the real deed to the building, and the police removed Spillane and the other fake
owner.

52. As the police escorted Spillane from the premises, SoCal employee Spillane
called out to Ninus Malan, “Salam says hello!” This was a reference to Salam Razuki, the
plaintiff in this action, and shows that Razuki and SoCal were conspiring to take over the Balboa
Dispensary, Mira Este Facility, Roselle Facility, and related businesses.

53.  Inhis declaration in support of his application for a receiver in this lawsuit,
Plaintiff Razuki said he owns Sunrise Properties, LLC — the same company SoCal employee
Spillane pretended to own when he tried to trick the police into giving him possession of the
Mira Este Facility.

54.  Inaddition, on or about July 13, 2018, approximately three (3) days after SoCal
was terminated as manager at all three locations, Jorge Emilio Aguilar showed up to the Mira
Este Facility. MEP employees then called the police. Aguilar — who had an outstanding warrant
for his arrest — claimed he was the owner of the Mira Este Facility, holding forged documents.
The police did not believe his forged documents either, and he was told to leave.

55.  The natural and probable consequence of Razuki intentionally interfering with
cross-complainants’ contractual relationships with SoCal was that cross-complainants would
have to incur expenses and lose profits during the time they spend hiring a new manager.

56.  Another natural and probable consequence of Razuki intentionally interfering
with cross-complainants’ contractual relationships with SoCal was that cross-complainants
would lose income and profits in that SoCal was withholding monies due cross-complainants.

57. Another natural and probable consequence of Razuki intentionally interfcring
with cross-complainants’ contractual relationships with SoCal was that cross-complainants

would lose income and profits because of the delay or, in the case of Roselle, the loss of the CUP

Cross-Complaint-Hakim et al. Case No. 37-2018-00034229-CU-BC-CTL

15

4421




O o NN R W N e

NN NN NN NN ks e e e bk b e e b e
~ N (9 + [9%) o —_ (= O -] ~q =} 19} £ W N o

license because SoCal stopped any and all steps to obtain the required permits, licenses, and
approvals needed in order to allow the Mira Este Facility and the Roselle Facility to operate as
cannabis manufacturing facilities.

58.  Inmid to late July 2018, a receiver was appointed over some of the cross-
complainants and their property. The receiver hired SoCal to manage the Balboa Dispensary,
Mira Este Facility, and Roselle Facility.

59.  As before, SoCal was incompetent. SoCal used Aguilar, a wanted criminal, to
guard the Balboa Disbensary. SoCal failed to maintain records and accounting, failed to account
for inventory, and its “counts” of the inventory did not match the actual inventory. SoCal did not
have guards at the front door of the Balboa Dispensary at all times. SoCal failed to make
payments due to the Association and failed to make other payments due under their management
agreements.

60.  On information and belief, when SoCal was re-appointed, it withheld money
owed to cross-complainants, and transferred money that it had previously withheld to itself and
its co-conspirators, ROES 50-100.

61.  The receiver was removed at the end of July 2018. For a brief period, cross-
complainants had the ability to go into their businesses and examine what SoCal had taken. It
was discovered that approximately $57,122.96 of inventory had been removed without any
discernible reason during SoCal’s second tenure as manager of the Balboa Dispensary. It was
also discovered that approximately $23,000 of inventory was in the Balboa Dispensary that
SoCal neglected to list in the database system where such inventory is supposed to be listed.

62.  Failure to account for all inventory that comes into and out of a dispensary is a
violation of the rules and regulations that govern a dispensary and could cause Balboa to lose its

license. The Bureau of Cannabis Control ("BCC") requires a reconciliation of physical inventory
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with track-and-trace at least every 14 days. (Cal. Code Regs. §5049.) The fines for violations
range from $1,000 to $144,000 and may include a revocation of the permit or a suspension of
activity for up to 45 days. (Cal. Code Reg. §5814.) On information and belief, SoCal unlawfully
took personal property and money from the Balboa Dispensafy, Mira Este Facility, and Roselle
Facility and did not return it, instead converting it to their own use and benefit.

63.  As manager of the Balboa Dispensary, Mira Este Facility and Roselle Facility,
SoCal was in a confidential relationship with cross-complainants from at least November
2017 to July 2018. SoCal was entrusted with cross-complainants' most sensitive business
information. SoCal was obligated to devote its best efforts to promoting cross-complainant's
interests and not to engage in activities harmful to cross-complainants and/or in conflict with
cross-complainant's business interests. Throughout the period of time from apprbximately
Novembei‘ 2017 to July 10, 2018, SoCal owed fiduciary duties to cross-complainants and
each of them.

64.  Asaresult of the breaches of the respective management agreements by cross-
defendants, cross-complainants have been required to retain the services of an attorney to assist
them in bringing this action. Pursuant to the management agreements with SoCal, cross-
complainants are therefore entitled to recover attorney’s fees and costs from said cross-

defendants.
First Cause of Action

(Breach of Balboa Management Agreement-By Hakim against SoCal)

65.  Cross-complainants refer to each of the previous paragraphs of this cross-

complaint and by this reference, incorporate the same herein as though fully set forth at length.
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66.  Asalleged in more detail hereinabove, SoCal breached the Balboa Management
Agreement by drinking alcohol on the job, consuming marijuana at the Balboa Dispensary or
allowing people to consume it there, stealing marijuana from the Balboa Dispensary, failing to
make payments to the Association, failing to make other payments required by the Balboa
Management Agreement, failing to comply with the terms of the use variance from the
Association, failing to have two armed guards on duty at all time, hiring a wanted criminal to
guard the Balboa Dispensary, leaving trash at the Balboa Dispensary and around it, incurring
code enforcement violations from the City of San Diego, and committing the othe;' acts described
in this pleading. These failures and breaches included the failure to pay MMCI, Hakim and
Malan, and Hakim the monthly guaranteed amount of $35,000.

67.  Cross-complainants have performed all conditions, covenants, and promises
required on their part to be performed in accordance with the terms and conditions of the
contract, except for those conditions, covenants, and promises that they were prevented from \
performing either by cross — defendants or otherwise or were excused from having to perform or
fulfill or were otherwise waived by cross-defendants or concerning which cross-defendants are
estopped from asserting or which have been otherwise eliminated by executed modification of
the agreement.

68.  The acts and omissions constituting SoCal's breaches as described above were

the proximate cause of damages to cross-complainants as more fully alleged hereinabove.

Second Cause of Action

(Breach of Mira Este Management Agreement-By Hakim and MEP against SoCal)

69.  Cross-complainants refer to each of the previous paragraphs of this cross-

complaint and by this reference, incorporate the same herein as though fully set forth at length.
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-70.  Pursuant to the terms of the Mira Este Management Agreement, SoCal agreed,
inter alia, to the following:
a. Payment of a minimum guaranteed amount of $50,000 to MMCI, Hakim

and Malan;

b. Payment of rent for the benefit of MEP in the initial amount of $55,500,
with an increase to $60,300 once a certificate of occupancy was obtained, which did in fact
occur in or about June 2018;

c. Payment in the amount of $125,000, or one half thereof or $62,500, to
Hakim as and for reimbursement for tenant improvements;

d. Payment of one half of the costs for obtaining the conditional use permit;

e. Obtaining and maintaining in full force and effect all available and
necessary licenses, approvals, permits, and/or certificates required under any and all local and
state laws allowing MEP to engage in manufacturing cannabis products at the facility.

71.  SoCal breached the Mira Este Management Agreement by failing to make
payments required under said agreement and by undertaking other acts and omissions that will
be inserted herein by amendment or proved at the time of trial.

72.  Cross-complainants have performed all conditions, covenants, and promises
required on their part to be performed in accordance with the terms and conditions of the
contract, except for those conditions, covenants, and promises that they were prevented from
performing either by cross — defendants or otherwise or were excused from having to perform or
fulfill or were otherwise waived by cross-defendants or concerning which cross-defendants are
estopped from asserting or which have been otherwise eliminated by executed modification of
the agreement.

73.  The acts and omissions constituting SoCal's breaches as described above were

the proximate cause of damages to cross-complainants as more fully alleged hereinabove.
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Third Cause of Action
(Breach of Roselle Management Agreement-By Roselle and Hakim against SoCal) |

74.  Cross-complainants refer to each of the previous paragraphs of this cross-
complaint and by this reference, incorporate the same herein as though fully set forth at length.

75.  Pursuant to the terms of the Roselle Management Agreement, SoCal was
required to utilize its best efforts to procure all licenses, permits, and approvals necessary to
enable the Roselle Facility to begin operations as a cannabis manufacturing facility.

76.  SoCal breached said agreement by failing and refusing and continuing to make
the required payments and failing and refusing to utilize its best efforts, or any efforts at all to
procure licenses, permits, and/or approvals necessary to enable the Roselle Facility to begin
operations of cannabis manufacturing facility.

77. Cross-complaihants have 'perfo'rmed all conditions, covenants, and promises
required on their part to be performed in accordance with the terms and conditions of the
contract, except for thdsé conditions, covenants, and promises that they were prevented from
performing either by cross — defendants or otherwise or were excused from having to perform or
fulfill or were otherwise waived by cross-defendants or concerning which cross-defendants are
estopped from assertiﬁg or which have been otherwise eliminated by executed modiﬁcatibn of
the agreemént. |

78. As a direct and proximate result of said breach, Roselle has been damaged in that
it did not receive monies due it. ‘ Roselle has further been damaged in that there were only
appfoximately 40 conditional use permits (CUP) issued by the City of San Diego. Because of
the delay caused by SoCal's failure and omissions to process the application for a CUP to be
issued for the Roselle Facility, Roselle was unable to obfain one of the 40 permits. Had SoCal

properly performed its obligations to process and utilize its best efforts to obtain one of the 40
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permits for cannabis-related manufacturing, the Roselle Facility would have been issued one of
the 40 CUPs.

79.  Obtaining one of the 40 conditionalv use permits was known by all parties at all
times both prior to and after the execution of the Roselle management agreement as being an
extremely valuable asset and addition to the value of the Roselle Facility.

80.  Asadirect and proximate result of said breaches by SoCal, and the deprivation
and denial of a conditional use permit for the Roselle facility, Roselle has been damaged in the
amount of the loss of value to its facility, in the amount of not less than $3 million. The exact
amount thereof being presently unknown, cross-complainants will seek leave to amend this
cross-complaint to insert same or prove same at the time of trial.

81.  As a further direct and proximate result of said breaches by SoCal, Roselle has
been damaged in other respects. The exact nature and amount thereof being presently unknown,
cross-complaingnts will seek léave to amend this cross-complaint to insert same or prove same
at the time of trial. |

Fourth Cause of Action
(Interference with Balboa Management Agreement-By Hakim against Razuki)
82.  Cross-complainants refer to each of the previous paragraphs of this cross-

complaint and by this reference, incorporate the same herein as though fully set forth at length.

83.  No later than approximately January 2, 2018, cross-complainants and SoCal

entered into a valid and binding written agreement by which SoCal agreed to manage the Balboa

| Dispensary for and on behalf of certain of the cross-complainants. As alleged hereinabove, a

true and correct copy of said management agreement is attached hereto as Exhibit 1 and, by this

reference, made a part hereof.
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84.  Razuki learned of the above described management agreement existing between
SoCal and certain of the cross- complainants in or prior to May 2018. Cross-complainants are
informed and believe and thereon allege that Razuki communicated with SoCal after learning
that SoCal was the manager of the Balboa Dispensary.

85.  Cross-complainants are informed and believe and thereon allege that beginning in
or about May 2018 and continuing thereafter, Razuki reached out to SoCal and falsely told SoCal
tﬁat Malan did not have an o%ership interest in the various dispensaries and businesses that
SoCal had been hired to manage. Razuki at said time also falsely told SoCal that SoCal did not
need to make payments due under its management agreements for the Balboa Dispensary, Mira
Este Facility, or Roselle Facility. Razuki at said time also told SoCal that Malan was lying to
SoCal about his ownership interests, and Razuki asked SoCal to breach its contracts with Malan
and cross—compiainants by ceasing payments due under its agreements and ceasing the
performance of any and all other obligations reéuired of it under said management agreement.

86.  Cross-complainants are further informed and believe and thereon allege that
Razuki told SoCal that he would soon gain control of the businesses owned by cross-
complainants and Malan, and promised SoCal that if it helped Razuki gain control of the
businesses, Razuki would hire SoCal.

87. By making these statements, Razuki intentionally sought to damagé the business
and contractual felationship between SoCal on the one hand and cross-complainants and Malan
on the other hand, and to induce SoCal to stop performing and to breach said management
agreement with cross-complainants...

88.  Razuki’s disparaging and false statements to SoCal did in fact interfere with these
existing contractual relationships. He convinced SoCal to stop making payments required under

its management agreements, which SoCal commenced to do beginning in or about May 2018.

Cross-Complaint-Hakim et al. Case No. 37-2018-00034229-CU-BC-CTL

22

4428




fam—y

3 [o)} (¥ N (O3] [\ — o el o0 ~ o)} W £ (o8] N — o

© & NN N kLN

As a further direct and proximate result of Razuki’s interference and tortious misconduct, SoCal
also began breaching the Balboa Management Agreement in other respects, all as more
particularly alleged hereinabove.

89.  Asa proximate result of Razuki’s conduct and the breach of said management
agreement by SoCal, cross-complainants have suffered damages as alleged hereinabove.

90.  Razuki undertook the above — described acts intentionally, oppressively,
fraudulently, and maliciously, in conscious disregard of cross-complainant’s rights and interests,
and with the probability that cross-complainants would be injured and damaged. By reason
thereof, cross-complainants are entitled to exemplary and punitive damages in amounts to be

proved at the time of trial.

Fifth Cause of Action
(Interference with Mira Este Management Agreement-By Hakim and MEP against
Razuki)
91.  Cross-complainants refer to each of the previous paragraphs of this cross-
complaint and by this reference, incorporate the same herein as though fully set forth at lepgth.
92.  Cross-complainants refer to each of the previous paragraphs of this cross-

complaint and by this reference, incorporate the same herein as though fully set forth at length.

93.‘ No later than approximately January 2, 2018, cross-complainants and SoCal
entered into a valid and binding written agreement by which SoCal agreed to manage the Mira
Este Facility for and on behalf of certain of the cross-complainants. As alleged hereinabove, a.
true and correct copy of said management agreement is attached hereto as Exhibit 2 and, by this

reference, made a part hereof.

Cross-Complaint-Hakim et al. Case No. 37-2018-00034229-CU-BC-CTL

23

4429




- IS BN Y, T "SR S B O]

O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

94, Razuki learned of the above described management agreement existing between
SoCal and certain of the cross- complainants in or prior to May 2018. Cross-complainants are
informed and believe and thereon allege that Razuki communicated with SoCal after learning
that SoCal was the manager of the Mira Este Facility.

95.  Cross-complainants are informed and believe and thereon allege that beginning in
or about May 2018 and continuing thereafter, Razuki reached out to SoCal and falsely told SoCal
that Malan did not have an ownership interest in the various dispensaries and businesses that
SoCal had been hired to manage. Razuki at said time also falsely told SoCal that SoCal did not
need to make payments due under its management agreements for the Balboa Dispensary, Mira
Este Facility, or Roselle Facility. Razuki at said time also told SoCal that Malan was lying to
SoCal about his ownership interests, and Razuki asked SoCal to breach its contracts with Malan
and cross-complainants by ceasing payments due under its agreements and ceasing the
pefformance of any and all other obligations required of it under said management agreement.

96.  Cross-complainants are further informed and believe and thereon allege that
Razuki told SoCal that he would soon gain control of the businesses owned by cross-
complainants and Malan, and promised SoCal that if it helped Razuki gain control of the
businesses, Razuki would hire SoCal. |

99. By making these statements, Razuki ‘intentionally sought to damage the business
and contractual relationship between SoCal on the one hand and cross-complainants and Malan
on the other hand, and to induce SoCal fo stop performing and to breach said management
agreement with crbss—complainants,

100.  Razuki’s disparaging and false statements to SoCal did in fact interfere with these
existing contractual relationships. He convinced SoCal to stop making payments required under

its management agreements, which SoCal commenced to do beginning in or about May 2018 and

Cross-Complaint-Hakim et al. ‘ Case No. 37-2018-00034229-CU-BC-CTL

24

4430




B WN

X NN W

O

10
11
12
13
14
15

16 |

17
18
19
20
21
2
23
24
25
26
27

to undertake other actions directed at injuring and damaging cross-complainants’ rights and
interests in and to said management agreement, all as more particularly alleged hereinabove. As
a direct and proximate result of Razuki’s interference and tortious misconduct, SoCal began
breaching the Mira Este Management Agreement, all as more particularly alleged hereinabove.

101.  As aproximate result of Razuki’s conduct and the breach of said management
agreement by SoCal, cross-complainants have suffered damages as alleged hereinabove.

102.  Razuki undertook the above — described acts intentionally, oppressively,
fraudulently, and maliciously, in conscious disregard of cross-complainant’s rights and interests,
and with the probability that cross-complainants would be injured and damaged. By reason
thereof, vcross-complainants are entitled to exemplary and punitive damages in amounts to be

proved at the time of trial.

Sixth Cause of Action
(Interference with Roselle Management Agreement-By Roselle and Hakim against
Razuki)
103.  Cross-complainants refer to each of the previous paragraphs of this cross-

complaint and by this reference, incorporate the same herein as though fully set forth at length.

104. No later than approximately January 2, 2018, cross-complainants and SoCal
entered into a valid and binding written agreement by which SoCal agreed to manage the
Roselle Facility for and on behalf of certain of the cross-complainants. As alleged hereinabove,
a true and correct copy of said management agreement is attached hereto as Exhibit 3 and, by
this reference, made a part hereof.

105.  Razuki learned of the above described management agreement existing between

SoCal and certain of the cross- complainants in or prior to May 2018.
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106.  Cross-complainants are informed and believe and thereon allege that Razuki
communicated with SoCal after learning that SoCal was the manager of the Roselle Facility.

107. Cross-complainants are informed and believe and tilereon allege that beginning in
or about May 2018 and continuing thereafter, Razuki reached out to SoCal and falsely told SoCal
that Malan did not have an ownership interest in the various dispensaries and businesses that
SoCal had been hired to manage. Razuki at said time also falsely told SoCai that SoCal did not
need to make payments due under its management agreements for the Balboa Dispensary, Mira
Este Facility, or Roselle Facility. Razuki at said time also told SoCal that Malan was lying to
SoCal about his ownership interests, and Razuki asked SoCal to breach its contracts with Malan
and cross-complainants by ceasing paymeﬁts due under its agreements, ceasing the performance
of any and all other obligations required of it under said management agreement, and by
undertaking other actions directed at injuring and damaging cross-complainants’ rights and
interests in and to said management agreement, all as more particularly alleged hereinabove.

108.  Cross-complainants are further informed and believe and thereon allege that
Razuki told SoCal that he would soon gain control of the businesses owned by cross-
complainants and Malan, and promised SoCal that if it helped Razuki gain control of the
businesses, Razuki would hire SoCal.

109. By making these statements, Razuki intentionally sought to damage_the business
and contractual relationship between SoCal on the one hand and cross-complainanfs and Malan
on the other hand, and to‘induce SoCal to stop performing and to breach said management
agreement with croés—complainants. |

110. Razuki’s disparaging and false statements to SoCal did in fact interfere with these
existing contractual relatiénsh-ips. He convinced SoCal to stop making payments required under

its management agreements, which SoCal commenced to do beginning in or about May 2018.
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As a further result of Razuki's tortious interference, SoCal also began breaching the Roselle
Management Agreement in other respects, all as more particularly alleged hereinabove.

111.  As a proximate result of Razuki’s conduct and the breach of said management
agreement by SoCal, cross-complainants have suffered damages as alleged hereinabove.

112, Razuki undertook the above — described acts intentionally, oppressively,
fraudulently, and maliciously, in conscious disregard of cross-complainant’s rights and interests,
and with the probability that cross-complainants would be injured and damaged. By reason
thereof, cross-complainants are entitled to exemplary and punitive damages in amounts to be

proved at the time of trial.

Seventh Cause of Action
(Breach of Fiduciary Duty -By Hakim against SoCal and Razuki)
| 113.  Cross-complainants refer to each of the previous paragraphs of this Cross-

complaint and by this reference, incorporate the same herein as though fully set forth at length.

114. From at least November 2017 to July 2018, SoCal was in a confidential
relationship with MMCI, Hakim and Malan in which SoCal was the manager of the Balboa
Dispensary for and on behalf of MMCI, Hakim and Malan and others. Said confidential
relationship arose partly as a result of the Balboa Management Agreement and partly as a result
of the previous relationship between the parties. Said previous relationship arose by reason of
the reposing of trust in SoCal by cross-complainant Hakim and the acceptance of said trust by
SoCal. Said trust was reposed and accépted as a result of the parties’ business relétionship in
which SoCal undertook to act for and on behalf of cross—coﬁlplainant Hakim and others in

procuring the necessary permits and approvals, managing the Balboa Dispensary, and
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undertaking all other acts necessary to operate the Balboa Dispensary profitably for and on
behalf of cross-complainant Hakim and others.

115. SoCal’s actions as set forth herein constitute a breach of its fiduciary duty and
duties of loyalty, care and good faith to Hakim, including but not limited to the fact that SoCal,
while manager of the Balboa dispensary, and on the Balboa Dispensary’s time and while
purportedly pursuing the business of the Balboa Dispensary, undertook substantial efforts with
Razuki to undermine the interests of Hakim and others and to promote the interests of itself and
Razuki at the expense of cross-complainant Hakim and others.

116. Commencing in or about May 2017, SoCal met with Razuki, conspired with
Razuki to undermine the rights and interests of MMCI, Hakim and Malan as alleged
hereinabove, including but not limited to stopping payments to MMCI, Hakim and Malan for the
minimum-guaranteed monthly payment of $35,000.00. SoCal undertook other actions to
promote the interests of itself and Razuki at the expense of MMCI, Hakim and Malan and others,
which will be inserted herein by‘amendm‘ent or proved at the time of trial.

117.  SoCal’s activities in concert with Razuki and while SoCal was employed as
manager under the Balboa Management Agreement, were undertaken without the knowledge or
authorization of MMCI, Hakirh and Malan. In addition thereto, SoCal undertook these activities
with the intention of injuring and damaging MMCI, Hakim and Malan’s right to receive the
minimum guaranteed payment of $35,000.00 per month.

118.  In furtherance of SoCal’s goal to misappropriate the Balboa Dispensary from
MMCI, Hakim and Malan and other rightful owners and to install itself and Razuki as owners
and managers of the Balboa Dispensary, SoCal ceased making payments to MMCI, Hakim and

Malan, and undertook other actions alleged hereinabove.

)
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119.  Atall times herein mentioned, Razuki was aware of SoCal’s position as manager
of the Balboa Dispensary and as contracting party with MMCI, Hakim and Malan and others.
Razuki was also aware at all times herein mentioned that SoCal owed fiduciary duties of loyalty,
care and good faith to MMCI, Hakim and Malan and others relative to the operation of the
Balboa Dispensary. Razuki nonetheless encouraged, aided and abetted SoCal and worked in
concert with SoCal in efforts to injure and damage cross-complainant's interests in-and to the
Balboa Dispensary, including the right of MMCI, Hakim and Malan to receive the minimum
guaranteed payment of $35,000 per month.

120.  As a direct and proximate result of SoCal’s breach of fiduciary duty and duty of
loyalty and Razuki’s aiding and abetting of said breaches, MMCI, Hakim and Malan have been
damaged. MMCI, Hakim and Malan were caused to suffer damage and lose profits in an amount
equal to a minimum of the minimum guaranteed monthly guarantee of $35,000. Cross-
complainants will seek lave to amend this cross-complaint when same is ascertained or prove
same at the time of trial.

121.  SoCal and Razuki undertook the above — described acts intentionally,
oppressively, fraudulently, and maliciously, in conscious disregard of cross-complainant’s rights
and interests, and with the probability that cross-complainants would be injured and damaged.
By reason thereof, cross-complainants are entitled to exemplary and punitive damages in

amounts to be proved at the time of trial.

Eighth Cause of Action

(Breach of Fiduciary Duty -By Hakim and MEP against SoCal and Razuki)

122. - Cross-complainants refer to each of the previous paragraphs of this cross-

complaint and by this reference, incorporate the same herein as though fully set forth at length.
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123.  From at least November 2017 to July 2018, SoCal was in a confidential
relationship with Hakim, MEP, MMCI and Malan in which SoCal was the manager of the Mira
Este Facility for and on behalf of cross-complainants and others. Said confidential relationship
arose partly as a result of the Mira Este Managemenf Agreement and partly as a result of the
previous relationship between the parties. Said previous relationship arose by reason of the
reposing of trust in SoCal by said cross-complainants and the acceptance of said trust by SoCal.
Said trust was reposed and accepted as a result of the parties’ business relationship in which
SoCal undertook to act for and on behalf of said cross-complainants and others in procuring the
necessary permits and approvals, managing the Mira Este Facility, and undertaking all other acts
necessary to operate the Mira Este Facility profitably for and on behalf of said cross-
complainants. |

124. SoCal’s actions as set forth herein constitute a. breach of its fiduciary duty and
duties of 'loyalty, care and good faith to said cross—complainants; including but not limited to the
fact that SoCal, while manager of the Mira Este Facility, and on the Mira Este Facility‘s time and |.
while purportedly pursuing the business of the Mira Este Facility, undertobk substantial efforts
with Razuki to undermine the interests of said cross-complainants and to promote the interests of _
itself and Razuki at the expense of said cross-complainants.

125. Commencing in or about May 2017, SoCal met with Razuki aﬁd conspired with
Razuki to undermine the rights and interests of said cross-complainants as alleged hereinabove,
including but not limited to stopping payments to Said cross-complainants and stopping the
processing for and obtaining of permits, approvals, and othér necessary acts required to open the

Mira Este Facility for operations.
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126. | SoCal’s activities in concert with Razuki and while SoCal was employed as
manager under the Mira Este Management Agreement, were undertaken without the knowledge
or authorization of said cross-complainants. In addition thereto, SoCal undertook these activities
with the intention (;f injuring and damaging cross-complainant’s right to receive the payﬁwnts
alleged hereinabove, and cross-complainant's rights and interest in obtaining the necessary
licensing and approvals to operate the Mira Este Facility as a cannabis manufacturing facility.

127.  In furtherance of SoCal’s goal to misappropriate the Mira Este Facility from said
cross-complainants and to install itself and Razuki as owners and managers of the Mira Este
Facility, SoCal ceased making payments to said cross-complainants and undertook other actions
alleged hereinabove. ’

128. - At all times herein mentioned, Razuki was aware of SoCal’s position as manager
of the Mira Este Facility and as contracting party with said cross-complainants. Razuki was also
aware at all times herein mentioned that SoCal owed fiduciary duties of loyalty, care and godd
faith to said cross-complainants relative to the opetation of the Mira Este Facility. Razuki
nonetheless encouraged, aided and abetted SoCal, worked in concert with SoCal in these
activities in efforts to injure and damage cross-complainant's interests in and to the Mira Este
Facﬂity, including‘ cross-complainant's right to receive payments as alleged hereinabove and
cross-complainant's rights and interest in obtaining the necessary licensing and approvals to
operate the Mira Este Facility as a cannabis manufapturing facility.

129.  As adirect and proximate resﬁlt of SoCal’s breach of fiduciary duty and duty of
loyalty and Razuki’s aiding and abetting of said breaches, said cross-complainants have been
damaged. Said cross-complainants were caused to suffer damage and lose amounts due them all

as more particularly alleged hereinabove. Cross-complainants will seek lave to amend this cross-

complaint when same is ascertained or prove same at the time of trial.
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130. SoCal and Razuki undertook the above — described acts intentionally,
oppressively, fraudulently, and maliciously, in conscious disregard of cross-complainant’s rights
and interests, and with the probability that cross-complainants would be injured and damaged. |
By reason thereof, cross-complainants are entitled to exemplary and punitive damages in

amounts to be proved at the time of trial.

Ninth Cause of Action
(Breach of Fiduciary Duty-By Roselle and Hakim against SoCal and Razuki)
131.  Cross-complainants refer to each of the previous paragraphs of this cross-

complaint and by this reference, incorporate the same herein as though fully set forth at length.

132.  From at least November 2017 to July 2018, SoCal was in a confidential
relationship with cross-complainants Hakim and Roselle in which SoCal was the manager of the
Roselle Facility for and on behalf of said cross-complaiﬁants and others. Said confidential
relationship arose partly as a result of the Roselle Management Agreement and partly as a result
of the previous relationship between the parties. Said previous relationship arose by reason of
the reposing of trust in SoCal by said cross-coﬁlplainants and the acceptance of said trust by
SoCal. Said trust was reposed‘and accepted as a result of the parties’ business relationship in
which SoCal undertook to-act for and on behalf of said cross-complainants and others in
procuring the necessary permits and approvals, managing the Roselle Facility, and undertaking
all other acts necessary to operate the Roselle Facility profitably for and on behalf of said cross-
complainants.

133, SoCal’s actions as set forth herein constitute a breach of its fiduciary duty and
duties of loyalty, care and good faith to said cross-complainants, including but not limited to the

fact that SoCal, while manager of the Roselle Facility, and on the Roselle Facility s time and
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while purportedly pursuing the business of the Roselle F.acility, undertook substantial efforts
with Razuki to undermine the interests of said cross-complainants and to promote the interests of
itself and Razuki at the expense of said cross-complainants.

134. Commencing in or about May 2017, SoCal met with Razuki and conspired with
Razuki to undermine the rights and interests of said cross-complainants as alleged hereinabove,
including but not limited to stopping the processing for and obtaining of permits, approvals, and
other necessary acts required to open the Roselle Facility for operations.

135.  SoCal’s activities in concert with Razuki and while SoCal was employed as
manager under the Roselle Management Agreement, were undertaken without the knowledge or
authorization of said cross-complainants. In addition thereto, SoCal, with the aid and active
support of Razuki, undertook these activities with the intention of inj uring and damaging cross-
complainant’s rights and interests in its right to receive monies under the management agreement
and in obtaining a CUP as one of only 40 CUPs available in the City of San Diego, and
preventing cross-complainants from obtaining same.

136. In furtherance of SoCal’s goal to injure and damage cross-complainants as alleged
hereinabove, SoCal ceased making payments to said cross-complainants, ceased undertaking the
processing for and obtaining of pefmits, approvals, and other necessary acts required to open the |
Roselle Facility for operations, and undertook other actions alleged hereinabove.

137.  Atall times herein mentioned, Razuki was aware of SoCal’s position as manager
of the Roselle Facility and as contracting party with said cross-complainants. Razuki was also
aware at all times herein mentioned that SoCal owed fiduciary duties of loyalty, care and good
faith to said cross-complainants relative to the operation Qf the Roselle Facility. Razuki
nbnétheless"ehcouraged, aided and abetted SoCal, worked in concert with SoCal in these

activities, and knowingly participated in SoCal’s actions of injuring and damaging cross-
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complainant’s rights and interests to receive monies under the management agreement and to
obtain a CUP as one of only 40 CUPs available in thé City of San Diego, and preventing cross-
complainants from obtaining same.

138.  Asadirect and proximate result of SoCal’s breach of fiduciary duty and duty of
loyalty and Razuki’s aiding and abetting of said breaches, said cross-complainants have been
damaged. Said cross-complainants were caused to suffer damage all as more particularly alleged
hereinabove. Cross-complainants will seek lave to amend this cross-complaint when same is
ascertained or prove same at the time of trial.

) 139. SoCal and Razuki undertook the above — described acts intentionally,
oppressively, fraudulently, and maliciously, in conscious disregard of cross-complainant’s rights
and interests, and with the probability that cross-complainants would be injured and damaged.
By reason thereof, cross-complainants are entitled to exemplary and punitive damages in
amounts to be proVed at ’the time of trial.

_ PRAYER
WHEREFORE, Cross-complainants pray for judgment against Cross-defendants, and

each of them, as follows:

ON ALL CAUSES OF ACTION

1.  For damages in an amount, plus interest thereon, to be proven at trial, but which is

not less than $5,000,000 representing the amount of payments due and the loss of

the CUP for Roselle;
2. For prejudgment interest at the legal rate according to proof;,
3. For interest at the rate of ten percent (10%) per annum on all amounts due;
4.  For reasonable attorney’s fees;
5. - For all costs of suit herein incurred;
6.  For punitive and exemplary dellmages; and,
I17
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7. For such other and further relief as the Court deems just and proper.

Dated: / &Z// )4

Cross—Complaint—Hakim etal.

GORIA, WEBER & JARVIS

Charles F. Gofia ~

Attorneys for Cross-complainants
CHRIS HAKIM, MIRA ESTE
PROPERTIES LLC, and ROSELLE
PROPERTIES, LLC

Case No. 37-2018-00034229-CU-BC-CTL
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MANAGEMENT SERVICES AND OPTION AGREEMENT

This MANAGEMENT SERVICES AND OPTION AGREEMENT (the “Agreement™) is
made, entered into and effective as of January 2, 2018 (the “Effective Date™) by and among
SoCal Building Ventures, LLC (“Manager” and “Optionee” as context requires), and Balboa
Ave Cooperative, a California nonprofit mutual benefit it corporation, and San Diego United
Holdings Group, LL.C,a California limited liability company (collectively, the “Company™ and
“Optionor” as context requires), Monarch Management Consulting, Inc., a California
corporation (individually referred to herein as “Monarch™), Chris Hakim, an individual, and
Ninus Malan, an individual (together, the “Old Operators”) (collectively, the “Parties™).

RECITALS

WHEREAS,

A. Company is a California mutual benefit coxporatmn (which may also be referred
to herein as the “Nonprofit”™) which operates amedical marijuana dispensary for the benefit of its
members (the “Operations™), and is in reed of business consulting, accounting; administrative,
technologmal managenal human resources, fi financial, intellectual propetty, and related services
id mpany operates its dispensary-at 8863 Balboa

albod: Avenue Suite B, San Diego, CA:
has ] ttedthhthe(htyofSan
Group, LLC owns the Facility in fee
al the Facility is located. The Faeility
} :.peratmns at the site.

s1mple, as well ﬁva (5) other par 3
needs to receive HOA approval before: o

B._ Manager is engaged in. the busmess of provxdmg admm1strat1ve and management

Company and to ﬁ.lmtsh Company ) e ma . istrative CK d
technological support (the “Administr . ”) anager may assxgn its obhgatnons
hereunderto an. afﬁlxate, San Diego Building Ventiires, LLC, which shall also be “Managéx”
hereunder as if an initial party hereto. '

C: Company desires management:assistance in the :Operatmns To accomphsh this
goal Company desires to enga Manager’ ervices as are necessary

drc appiopiiatc for T dajita ! dministratior k and’ management of the Operations, and
Manager desires to prowde Administrativ

frative Semces to Company,.all upon the terms. and subject
to the conditions set forth i in this Agreement.

D.  Manager is also secking an option to.acquire a 50% ownership interest in the
Facility, and Company is willing to grant such an option as provided herein.

398374:2 / /H
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NOW, THEREFORE, in consideration of the mutual promises contained herein and for
other good and valuable consideration, the receipt and sufficiency of which are acknowledged by
the Parties, the Parties agree as follows:

TERMS OF AGREEMENT

1. ENGAGEMENT

1.1.  Engagement of Manager. Company hereby engages Manager to provide the.
Administrative Services for the Operations on the terms and conditions described herein, and
Manager accepts such engagement. Manager shall be the sole and exclusive provider of the
administrative, management, and other services to be provided to or on behalf of Company for
the Operations as more particularly outlined herein. Manager in its sole discretion shall
determine which services shall be provided to Company from time-to-time so long as'the
Administrative Services are provided in compliance with this Agreement. For purposes of this
Agreement, “Administrative Services” shall not inchide any managemeit services relating to
ownershlp of the Fagility by San Diego United Holdings Group, LLC unless and until Manager

exercises the option te:purchase 50% of the Facility as more particularly outlined in this
Agreement,

1.1.1. No W y or Representations. Company acknowledges that Manager
has not made and will not make any express or implied warranties or representations that the
Administrative Services provided by Manager will résult in any particular amount orl¢ el. of
income to the Company. Specifically, Manager has not represented that its Administtati
Services will result er.revenues, lower expenses, greater profits, or growth in the: nnmber
of clients receiving services or purchasing goods at the Facility.

1.2.  Agency. Company hereby appoints Manager as Company’s true and lawful agent
throughout the Term.of this Agreement, and Manager hereby accepts such appomtment

1 ; ?1 -fact'c ;
Manager 'S dutles under this Agreemgnt, and Manager hereby accepts such spcc:al power of
attomey and appointment, for the following purposes:

i.  To submit bills in Company’s name and on Company’s behalf, including all
claims for reimbursement or indemnification from, health plans, all other third

party payors, and its patients and customers for all services provided to
patients and customers.

it.  To collect and depdsit all amounts received, including all cash received,
patient co-payments, cost reimbursements, co-insurance and deductibles, and
accotints receivable, into the “Manager’s Account,™ which shall be and at-all




times remain in Company’s name through accrual on Company’s accounting
records

ili. To make demand with respect to, settle, and compromise such claims and to
coordinate with collections agencies in the name of Company or Manager.

iv.  To take possession of and endorse in the name of Company on any note,
check, money order, insurance payment or any other instrument received.

v.  To effectuate the payment of Company expenses, including to the Manager
for the Management Fee as it becomes due.

vi.  To sign checks, drafts, bank notes or other instruments on behalf of Company
and to make withdrawals from the Manager’s Account for other payments
specified in this Agreement and as dete_nnined appropriate. by the Manager.

cumeritation to Bank. Upon request of Managet, Company shall execute and
deliver to the ﬁnanc;al mstmmon wherem the Manager’s Aecount is maintained, such additional
documents or instruments as may be necessary to evidence or effect the limited power of
attorney granted to Manager. Company will not take any action that interferes with the transfer
of funds to or from Manager’s Aceount, nor will Company or its agents remove, withdraw or
authorize the removal or withdrawal of any funds from the. Manager s Account for any purpose.

Manager agrees to hold all funds in the Manager’s Account in accordance with California agency
law.

1.5.  Expiration of Power of Attorney. The power of attorney shall expire on the date
that this Agreement is terminated. Upon termination or expiration of this. Agreement, Manager

further agrees to execute any and all documnentation confirming the termination of this.limited
power of attorney.

1.6. Manager Payment to Company on Effective Date. From and after the Effective
Date, Manager shall lend Company up'to-the sim of $150,000 for working capital. Such amount
shall be a shott term working line of credit to facilitate purchase of new inventory and
operational costs. Manager shall thereafter take possession of the Facility, the Operations, and
FF&E. Further, upon the Effective date Manager shall pay the Compan; 125,000 for the
FR&E, which amount shall also serve as a credit against the purchase price if Manager ‘:xcxses o
its option under Section 8 below. Manager shall lend Company an additional $83:600"for M, ’-’""‘3
reimbursement for old i inventory, which shall be payable by Company to Oid Operators. Lastly, )
upon the Effective Date hereof, Manager shall pay the Old Operators $66,000 for reimbursement /
of legal and mitigation costs. Except for the $15,000 monthly payments referenced in Section 5.2
and the monthly Balboa-Guaranteed Payments, all loans discussed in this Section 1.6 shall have
priority for repayment from available funds more particularly referenced in Article 5 below.

i L]
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2. DUTIES AND RESPONSIBILITIES OF MANAGER

2.1.  General Responsibilities. During the Term of this. Agreement Manager shall, in 2
manner determined at the Manager’s sole discretion, provide such services as are necessary and
appropriate for the day-to-day administration and management of Company’s business in a
manner consistent with good business practice, including without limitation: Human Resources,
Information Technology, Equipment and Supplies, Banking, Accounting and Finance, Instrance
Procurement, Risk Management, Contract Negotiation, Marketing, Management of Patient

Records, and Licensing of Intellectual Property, Trade Names and Trademarks, as all are more
specifically set forth below.

2.1.1. Personnel. Manager has full right, obligation, and authority to hire and
retain personnel and other persons-or entities needed to perform the Administrative Services for
Manager under this Agreement. All personnel will be employees, agents, or independent
contractors. of the Company, and all costs (including payroll and withholding taxes and expenses,
any employment insurance costs, health insurance expenses and insurance, and other customary
expenses) associated with such personnel shall be pald by Manager ftom Company funds
managed by Manager, or by Manager if such funds are insufficient.

2.1.2. Manager Personnel. Manager may employ or contract with and provide
all necessary personnel (“Manager Personnel™) it reasonably needs to provide the Administrative
Servxces hereunder. Such personnel shall be under the direction, supervision, and control of
Manager, arid shall be employees of Manager Manager shall be responsible for setting and
paymg the compensation ai iding tt v 50 anager Personnel. Company
shall be not rzsponsnblc in any way for Manager Persannel -and Manager indemnifies, defends,
and holds Company hatmiess from any such liability.

2.1.3. Traiping. Manager shall provide reasenable training to personnel in all
aspects of the Operations material to the role of such personnel, including but not limited to
administrative, financial, and equipment maintenance matters.,

2.1.4. Insurance. Manager shall assist Company in Company’s purchase of
necessary insurance coverage, with the cost-of" suchi insurance paid from Company’s funds
rignaged by Manager.

2.1.5. Accounting. Manager shall establish and administer accounting
procedures and controls and systems for the development, preparation, and keeping of records
and books of accounting related to the busmess and financial affairs of Company Such books
and fecords shiall at all times be accessible and available to Company and the: 0ld Operators.

_ 2.1.6. Tax Matters. Manager shall oversee the preparation of the annual report
afid tax information refurns required to be filed by Company. All of Company’s tax obligations
shall be paid by Manager out of Company’s funds manag; Manager. Manager shall pr0v1de
such information, compilations, and othet relevant infotmation to Company on a timely basis in

order 1o file all returns with the taxing agencies. Company shall also make such reserves and set
asides fortaxes as directed by Manager throughout the year.
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customers, insurance companies and plans, all state or federally funded benefit plans, and all
other third party payors or fiscal intermediaries.

2.2.2. Collections. Manager shall collect and receive on Company’s behalf; all
accounts receivable generated by such bﬂhngs and claims for reimbursement, to take: possession
of, and deposit into the Manager’s Account (acc;rumg such deposits on the general ledger of
Company) any cash, notes, ¢checks, money orders, insurance paymients, and any other
instruments received in payment of accounts receivable, to administer such accounts including,
but not limited to, extending the time or payment of any such accounts for cash, credit or
otherwise; discharging or releasing the obhgors of any such accounts; aszsxgnm0 or selling at a

discount such accounts to collection agencies; or taking other measures to require the payment of
any such accounts.

2.2.3. Banking. The Parties shall cooperate in opening such bank accounts as
shall be required for prudent.administration of the Operations, including 2 Manager’s Account,
opened by and under the control and domain of Manager for the deposit of collections-and the
disbursement of’ expenses and other purposes as set forth herein, and (ii) such other accounts as
‘Mahager determines i its sole discrétion dre reasonable-and necessary. Manager shall sigh
checks, drafts; bark notes or other instruments.on behalf of Company, and make withdrawals
from Manager’s Account for payments specified in this- Agreement. Manager, in itssole

discretion, may make a pledge or assigninent of Company’s accounts to support finaneing
instruments..

Company agree tha
with all applicable standards of

postzige; prov1ded that all sueh'supphes acquired shall b ,,reasonably necéssary in. c@nnectmn

with the Operations.

3983a42p S R} S
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2.2.8. Retention Payments. Manager shall make payments to Monarch in the
%regate of $35,000 per month (the “Balboa-Guaranteed Payment™) which shall be due on the
5" of each month starting on January 15, 2018. The Balboa-Guaranteed Payment shall be

mcreased by 12.5% on December 1, 2018, and increased again by 12.5% on December 1,2019.
Monarch shall be responsible for all income and other taxes due relating to the monthly Balboa-
Guaranteed Payment paid to Monarch. Further provided, the Balboa-Guaranteed Payment shall
continue to be paid to Monarch from and after Manager’s exercise-of the Option, and by
execution of this Agreement the Company consents to all such paymerits to Monarch.

3.  RELATIONSHIP OF THE PARTIES

3.1.  Relationship of the Parties. Nothing contained herein shall be construed as
creating a partnership, trustee, fiduciary joint venture, or employment relationship between
Manager and Company. Tn performing all services required hereunder, Manager shall be in the

relation of an independent contractor to Company, providing Administrative Services to the
Operations operated by Company.

4, RESPONSIBILITIES OF COMPANY

4.1. ‘ sonsibiliti any. Company shall own and operate the.
Operations durmg the Term of ﬂns Agreement w1th Manager managing the day-to-day
Opérationsas provxded herein. At all times during this. Agreement, the Manager and Company-
shall coordinate to obtain and maintain in full force:and effect all available and necessary
licenses, approvals, permits-an d/or cemﬁcates (collectwely “Approvats”) reqmrcd unde}: any and
all local and state laws t pati -;F :

Company 'S perfmm ,

dar i VS ofrecexpt bythe Cﬁo‘mpany; Frbm and after ,thé Eﬂ’ect‘ive I)ate',
1 coon dmate and msure, at Company s expense, tha!: the _Operatxons

4.2. Bxclusm . During the term: of this. Agreement, Manager shall serve as
Company’s sole and excluswe manager and provider of the Administrative Services, and
Company shall siot. engage any other person or entity to furnish Company with any sites for
conduct of its Operations, any policies ot procedures for conduct of the Of peiations, or any of the
financial or other: servicespro ded hereunder by Manager. Manager may assign its rights
ations. (but not under the OPtIOIl) to San Diego Building Ventures,
LLC, or such other &x tined for such purpose by Manager, and Comparly and Old Operators
acknowledge its approval of such assignment.

Representations and Warranties of Compa

)
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4.3.1. Company represents and warrants to Manager as follows:

43.2. Company is duly organized, validly existing and in good standing under
the laws of California. The Company represents and warrants that, to Company’s knowledge, it
holds or is pursuing all required Approvals, which for purposes of this Agreement means
collectively all applicable California San Diego City and San Diego County licenses, approvals,
permits, authorizations, registrations and the like required by any governmental organization or
unit having jurisdiction over Company or the Facility necessary to permit the Company to own
and operate the Facility asa cannabis retail store.

4.3.3. The Company has full power, authority and legal right to.execute, perform
and timely observe all of the provisions of this Agreement. The Company’s execution, delivery
and performance of this Agreement have been duly authorized.

4.3.4. This Agreement constitutes a valid and binding obligation of the Company:
and does not and will not constifute a breach of or default under the [charter documents,
menibership agreements or bylaws] of Company or the terms, conditions, or provisions of any
law; order, rule, regulation, judgment, decree, agreement, or instrumentto which Company is a
party or by which it.or any of ils assets is bound or affected.

4.3.5. Company shall, at its own expense, keep.in full force and effect its legal
existence; and Company shall make commercially reasonable efforts to obtain, as and when
required for the petforrnance of its obligations under this Agreement, and to maintain the
Approvals requited for it timely to observe all of the terms and conditions of this. Agreement.

4.3.6. Company is the sole owner of the real property on which the Facihty is
Jocated. and is the sele owrer of the improvements comprising the Facility and all real and
X therem The Company has full power, authority and legal right to own

4.3.7. There isno litigation or proceeding pending or threatened against
Company that could teasonably be expected to adVerseLy affe vahdlty of this Agreement or
the ability of Company to comply with its obligations under this Agreement.

4.3.8. The Company nor any of'its. agents or submdzanes has received any notice
of revocation, medification, denial or legal or administrating procee ings relatmg 1o the denial,
revocation or modification of any local or state approvals, which, singly or in the aggregate,
would prohibit the Company’s Operations at the Facility. ‘

5.1.  All net income, revenue, cash flow, and other distributions from Operations will
be held by Manager as a Management Fee, subject to Manager’s further obligations to-make.
payments and pay rent and expenses as otherwise:provided heréin.

sogxmaa] N
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» 5.2.  Starting on December 1, 2017, Manager shall make monthly payments of
$15,000 to Balboa Ave Cooperative.

5.3.  Both before and after the closing of Manager’s exercise of the Option, such
monthly payments by Manager shall include (i) the monthly Balboa-Guaranteed Payments
payable to Monareh, (ii) the $15,000 monthly payments to Balboa Ave Cooperative prior to the
Option as referenced in Section 5.2, and after the Option to San Diego United Holdings Group,

- LLC as monithly refit payments to the then-title holder of the Facility, (iii) reimbursement to ary
party as a preferential payment the reimbursement of sums spent for tenant improvements and
(iv) Manager’s Operations expenses. Prior to the closmg of Manager’s exercise of the Option,
one third (1/3) of any remaining net income is to be paid to Company (it being understood and
agreed that the Balboa-Guaranteed Payments are credited toward this payment of 1/3 of
remaining net income sharing.) All such payments constitute a material part of Manager’s
obligations under this Agreement.

54  Notwithstanding anything else herein, the Old Operators and Manager will split
the costs of CUP and other mitigations 50/50, and once the Option is exercised, the Manager (or

its assigniee) and the Old Operators will own the: property and cash flows from Manager on a
50/50 basis.

6. TERM AND TERMINATION

6.1. Term. Subject to the provisions contained i this Agreement, this Agreement
shall commence as of the Effective Date and continue in full force and effect for a period of
twenty (20) years.

6.2. Termination. Except as provided herein, this Agreement is not terminable by any
Party and may only be not-renewed at the option of the Man Ager af the expiration of the term
hereunder through the provision of ninety (90) days® advan, ten notice. This Agreement.
may be terminated through mutual consent of Manager and Company. This Agreement may also
be termmated at the optmn of" the Managcr lf the Opcrations f: to obtam ithicr (1) any HOA or

are’ reéuzredhetem, and such fallure has gone uncured for twenty-fi vé‘(2v5)”;iays fblldv.\lnng' notice
to Manager by Company-and/or the Old Operators.

7.  RECORDS AND RECORD KEEPING

7.1.  Accessto Information. Company hereby authorize and grants to Manager full
and complete access to all information, instruments, and documents.relating to Company which
may be reasonably requested by Manager to perform its obligations hereunder, and shall disclose
and make available to representatives of Manager for review and photocopying all relevant
books, agreements, papers, and records of Company. Manager shall further timely provide
Company with all books and records generaxed from Operations. This shall be-a continuing

UV
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obligation of the Parties following the termination of this Agreement to the extent needed to
implement the terms contained herein.

8. OPTION TO PURCHASE

8.1  Grant of Option. Company hereby grants Manager an option to acquire a
50% interest in the Facility, as well as a 50% interest in all applicable permits and rights thereto,
that constitutes the land, buildings and improvements owned by the Company at and for the
Facility loeation (“Option”). The Option is granted for and in consideration of Manager’s
payiment of a non-refundable Option fee towards the Option Exercise Price of Seventy Five
Thousand Dollars ($75,000.00), which $75,000 shall be paid to Old Operators on March 15,
2018, regardless of whether Option has been exercised.

8.2  Option Exercise Price. ‘The Option for this. 50% interest shall be exercised by the
Manager sending notice of exercise to the Company. Thereafter, before the Closing Date,
Manager shall deposit into Escrow the following amounts (each an independent “Option
Exercise Price”) depending upon the date of the notice of exercise as follows:-

Date of Option Exercise: ° Option Exercise Price of 50%
Interest in Facility:
December 31, 2017 (or prior) $2,700,000 (50% of $5,400,000
Facility valuation
March 31, 2018 (or prior) $2,850,000 (50% of $5 700,000
Fagility valuation
June 30, 2018 (or prior) $3,000,000 (50% of $6,000,000
' Facility valuation
33 L em
the mutoal d:rectnon of ﬁxe»Pattnes,
Cou ‘The Parties:shall cooper
50% interest in the land, buil¢

Diego United Holdings Group, LLC owns: other real property addman to the Facdxty alsa ‘
located within the. HOA where the Facility is located. As such, the Parties agree to cooperate in
holding title to the Facility separate from the.oth real property-owned by San Diego Umted
Holdings Group, LLC. consistent with the termsof this Agreerent.

84  Expiration of Option. If Manager does not exercise the Optlon prior to July 1,
2018, all of Manager’s rights to exercise the Option shall expm The expiration of the thmn
shall not affect or alter the non-Option related terins of this Agree

the intent of the Pamas to, upon exerclse of the: optlen hereundex at Sectmn 8.1, grant OId
Operators, or their designee, a 33% ownership ititerest in the Series applicable to the Balboa

-t D\ : A//A - "
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Facility in San Diego Building Ventures, LLC, a Delaware Series Limited Liability Company
upon . Such ownership interest shall become effective as of the closing of the Option, and the
Parties shall incorporate into that Operating Agreement Series such terms as are reflected in that
certain LOI dated October 17, 2017 among the Parties with respect to Managers of the Series and
related issues set forth therein. The terms of the Operating Agreement for San Diego Building
Ventures, LLC shall govern the operations of the Balboa Facility and the Manager upon the
closing of the Option. The Parties shall cooperate on the final structural decisions and
documentation consistent with the termis contained in the LOL  From and after the closing of
Manager’s exercise of the Option, this new management company shall further take over all of
the Manager’s duties and responsibilities as outlined in this Agreement.

it i its in Ci ercial Park. As stated herein, there are five
o) other units in the HOA commcrcxal park owned by San Diego United Holdings Group, LLC
not covered by this Agreement and this Option. The “Facility” referenced in Recital A above is
the only real property subject to this Agreement. Manager is considering the purchase of an
additional four (4) units not owned by San Diego. United Holdings Group, LLC in the HOA
commercial park. . Futther; inthe event Manager desires to purchase one or more of these other
five (5) units already owned by San Dtego United Holdings Group, LLC , the parties agree to
negotiate the purchase a 50% interest in one or.more of these other units in addition to the Option -
Exercise Price referenced in.Section 8.2 above; and held by Manager 50% with the Company.

8.7 HOA Resolution.  Notwithstanding anything else contained in this
Agreement, no obligation, passage of time, date, or other matter with respect to the Option shall
become effective until the dispute with the Montgomery Field Business Condominiums
Association (the ‘HOA Matter;” which shall include Case No. 37-2017-00019384-CU-CO-CTL.

pending in the Superio "San Dlego, the dispute underlying said action, and all related
matters) is resolved to the . jon of Manager. In that regard each of the dates set forth in
Section 8.2 above are to[l‘ ptil 3‘0th 90, and 150 day, respectively, following the

resolution of the HOA Matter, to Manager’s satlsfactlon The expiration date of the Option in

section 8.4, above, is similarly tolled.

9.1.  Conversion. At the option of Manager and in consultation with the Old Operators,
any Nonprofit: may be converted into-a for-profit entity and owned as the Parties.may otherwise
agree, and as is required for:.compliance with law.

92.  Indemnification.

9.2.1. Indemnification by Company. Company hereby agree to indemnify,
defend, and hold harmless Manager, its cfﬁeers, dn:cctors owners, members, employees, agents,
affiliates, and subcontractors, from and against any and all claims, damages, demands,
diminution in value, losses, liabilities, actions, lawsuits and other proceedings, judgments, fines,
assessments, penalties, awards, costs, and expenses (including reasonable attomeys’ fees) related
to third party claims, whether or not covered by insurance, arising from or relatmg to any willful
misconduct relating to the breach of this Agreement by Company. The provisions of this Section

— \) ]’\/ Mo u
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shall survive termination or expxratlon of this Agreement. Company shall immediately notify
Manager of any lawsuits or actions, or any threat thereof, that are known or become known to
Company that might adversely affect any interest of Company or Manager whatsoever.

9.2.2: Indemnmification by Manager. Manager hereby agrees to indemnify,
defend, and held harmless Company, their respective officers, directors, shareholders, employees
and agents from and against any and all claims, damages, demands, diminution in value, losses,
liabilities, actions, lawsuits and other proceedings, judgments, fines, assessments, penalties, and
awards, costs, and expenses (including reasonable attorneys” fees), whether or not covered by
insurance, ansmg from or relating to (a) any material breach of this Agreement by Manager, (b)
any acts or omissions by Manager and its employees to the extent that such is not paid or covered
by the proceeds of insurance, and (c) all other Operations conduct at the Facility as part of
Manager provxdmg Administrative Services to the Company. The provisions of this Section
shall survive termination or expiration of this Agreement. Netwithstanding the foregoing,
Manager shall not mdemmfy Company for the acts or omlssmns of any physicians, or others

or acttons, or any threat thereof that are known or become koown to Manager that mlght
adversely affect any interest of Manager or Company whatsoever.

9.3.  Dispute Resolution. In the event that any disagreement, dispute or claim arises
among the Parties hereto with respect to the enforcement or interpretation of this Agreement or
any specific terms:and provisions hereof or with respect to whether an alleged breach or default
hereof has.or has net occtirred (collecﬂvely, “Dispute™), such Dispute shall be settled in
accordance with the: following procedures:

i
|
9.3.1, Meetand Confer. In the event of a Dispute among; the- Pames ‘hereto, 2 ;
Party may give written notice to all other Parties setting forth the nature of such Dispute (the '
“Dlspute Notice™).. The Parties shall meet and confér in San Diego County to discuss the
Dispute in good faith within five (5) days following’ the other Parties” receipt of the Dispute
Notice in an attempt to. resolve the Dispute.. All representatives shall meet at such date(s) and.
time(s) as 4fe mutually convenient to the representauvcs of each participant within the “Meet and
Confer Period” (as defined herein below).

9.3.2. Mediation. If the Parties are unable to resolve the Dispute within ten (10)
days followmg the &ate of rwelpt ef the stpuﬁe Notxce by the ofher partles the “Meet and.

1mt1al Dlspute N‘ ce A &ngle dlsmterested thxrd—pax’sy medxator shiall be:s i.' C by ADR
Services in accordance with its then current Ruiles. The Parties to'the stpute shall share the
expenses of the mediator and the othier costs of mediation on a pro-rata basis.

9.3.3. Arbitration. Any Dispute which cannot be resolved by the Parties as
outlined above, suich Dlsp ute;shall be resolved by final and binding arbitration (the
“Arbitration”). The Arbitration shall be initiated and administered by and in accordance with the
ghen current Rules'of ADR Services. The Arbitration shall be held in:San Diego County, unless

398374,2(‘ \ s
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the parties mutually agree to have such proceeding in some other locale; the exact time and
locanon shall be decided by the arbitrator(s) selected in accordance with the then current Rules
of ADR Services. The arbitrator(s) shall apply California substantive law, or federal substantive
law where state law is preempted. The arbitrator(s) selected shall have the power to enforce the
rights, remedies, duties, liabilities, and obligations of discovery by the unposmon of the same
terms, conditions, and penalties as can be imposed in like circumstances in a civil action by a
court of competent jurisdiction of the State of California. The arbitrator(s) shall have the power
to grant all legal and equitable remedies provided by California law and award compensatory
damages provided by California law, except that punitive damages shall not be awarded. The
arbitrator(s) shall prepare in writing and provide to the Parties an award including factual
findings and the legal reasons on which the award is based. The arbitration award may be
enforced through an action thereon brought in the Superior Court for the State of California in
San Diego County. The prevailing party in any Arbitration hereunder shall be awarded
reasonable attorneys’ fees, expert and nonexpert witness costs and any other expenses incurred

directly or indirectly with said Arbitration, including without limitation the fees and expenses of
the. axb1trator(s) .

THIS ELECTION OF AN ALTERNATIVE DISPUTE PROCESS IS AN AFFIRMATIVE
WAIVER OF THE PARTIES’ RIGHTS TO A JURY TRIAL UNDER CALIFORNIA LAW,
- Cal. C. Civ. Pro. Sec 631.. BY SIGNING BELOW, EACH PARTY IS EXPLICITLY
WAIVING JURY TRIAL AND AUTHORIZING ANY AND ALL PARTIES TO FILE THIS

WAIVER WITH. ANY COURT AS THE WAIVER REQUIRED UNDER Cal. C. Civ. Proc.
Sec. 631(D(2):

JURY TRIAL WAIVED:

Agreement ate mcarporated herem by thls x:eference

9.5. Notices. Allnotices, requests, demands or consents hereunder shall be i in writing
and shall be deemed gwcn and reecived when delivered, if d

after being mailed by certified or registered mail, ‘postage prt » g , 0
one (1) day afier being sent by overnight courier such as F 2SS, to and by the Parties at -

the following addresses, of at such other-addresses as. the lli‘éftxesvmay designate by written notice
‘in the manner set forth herein:

13
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If to. Manager: SoCal Building Ventures, LL.C

If to Company:

If to Old Operators:
F R A y
9.6. Counterparts Thxs Agreement may be exeCuted in any number of counterparts,

each of which shall be an ongmal but all of which, when taken together, will constitute one and
the same instrament.

9.7. Goveming Law. This Agreement shall be construed and governed in accordance
with the laws of the State of Cahforma, without reference to.conflict of law principles.

938. Assignment.. Unless expressly set forth to the contrary heremabove, this
Agreement shall not be: assrgnable by any Party hereto without the express written consent of the
other Parties; provided, however, Old Opérators ma a551gn their bolding interest to Monarch or
another legal entity owned by the Old Operators, and SeCal Building Ventures, LLC may assign
all or a portion of its rights and obligations to San Dwge Bmldmg entures; LLC.

9.9. Waiver, Waiver of any agreement orobligation set forth in this Agreement by
either Party shiall not prevent that | party from later insisting-uponfull performance of such
agreemeit or obligation and no course of desling, pattial exercise or any delay or failure on the
part of any Party hereto in exercising an; nght, pow i ege; or remedy under this
Agreement Or any related agreement or i vief 11 impair of restrict any such right, power,
privilege or remedy or be construed as a waiver therefor ‘No waiver shall be valid against any

Paxty unless made in writing and signed by the Party against whom enforcement of such waiver
is sought.

9.10. Binding Effect. Subject to the provisions set forth in this Agreement, this
Agreement shall be binding 1 upon and e to the benefit of the Parties hereto and upon their
respective suecessors-and assigns.

14
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9.11. Waiver of Rule of Construction. Each Party has had the opportunity to consult
with its own legal counsel in connection with the review, drafiing, and negotiation of this
Agreement. Accordingly, the rule of construction that any ambiguity in this Agreement shall be
construed against the drafting party shall not apply.

9.12. Severability. If anyone or more of the provisions of this Agreement is adjudged
to any extent invalid, unenforceable, or contrary to law by a court of competent jurisdiction, each
and all of the remaining provisions of this Agreement will not be affected thereby and shall be
valid and enforceable to the fullest extent permitted by law.

9.13. Force Majeure. Any Patty shall be excused for failures and delays in performance
of its respective obligations under this Agreement due to any cause beyond the control and
without the fault of such party, including without limitation, any act of God, war, terrorism, bio-
terrorism, riot or insurrection, law or regulation, strike, flood, earthquake, water shortage, fire,
explosion or inability due to any of the aforementioned causes to obtain necessary labor,
materials or facilities. This provision shall not release such Party from using its best efforts to
avoid of remove such cause and such Party shall continue performance hereunder with the
utmost dispatch whenever such causes are removed. Upon claiming any such excuse or delay for
non—pcrformance, such Party shall give prompt written notice thereof to the other Party, provided
that failure to give such notice shall not in-any way limit the operation of this provision.

, 9.14. Authorization for Agreement. The execiition and performance of this Agreement
by Company and Manager have been duly authorized by all necessary laws, resolutions, and -
corporate or partnership action, and this Agreement constitutes the valid and enforceable
obligations of Company and Manager in accordance with its terms.

9.15. Duty to Cooperate. The Parties acknowledge that the Parties™ mutual cooperation
is critical to the ability of Manager and Company to perform successfully and efficiently its
duties hereunder. Accordingly, each party agrees to cooperate fully with the other in formulating
and implementing goals and objectives which are in Company’s best interests.

i ormation. The Parties agree with regm:d to

,nIy'for those purposes of thxs Agreement or as.
“Conﬁdentxal Informatmn” means any

. $¢ 'dentxal and propnetary nann'e and the
.restnctxons placed on 1ts use. The Partws shall not repraduce or-copy the Confidential

Information of the Company, or any part thereof, in any manner other than is necessary to
perform under this Agreement, and no Party shall disclose or otherwise make the Confidential

Information available to any other person, cotporation, or other entity, except to the other Party,
or as otherwise required by law.

oo
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9.16.1. All Confidential Information constitutes a valuable, confidential, special
and unique asset. The Parties recognize that the disclosure of Confidential Information may give
rise to irreparable injury or damage that are difficult to calculate, and which cannot be adequately
compensated by monetary damages. Accordingly, in the event of any violation or threatened
violation of the confidentiality provisions of this Agreemient, a non-violating Party shall be
entitled to an injuniction restraining such violation.

9.17. Additional Assurances. The provisions of this Agreement shall be self-operative
and shall not require further agreement by the Parties; provided, however, at the request of either
Party, the other Party shall execute such additional instruments and take such additional acts as
are reasonable and as the requesting Party may deem necessary to effectuate this Agreement.

9.18. Consents, Approvals, and Exercise of Discretion. Whenever this reqmres any
consent or approval to be given by either Party, or either Party must or may exercise discretion,
and except where specifically set forth fo the contrary, the Parties agree that:such consent or

approval shall not be unreasonalbly withheld or delayed, and that such discretion shall be
reasonably exercised.

9.19. Third Party Beneficiaries. Except as otherwise provided herein, this Agreement
shall not confer any nghts or temcdies upon any person other than Manager and Owner and their
respective successors and permitted assigns..

[_sigmtuﬁe_ page follows]
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IN WITNESS WHEREQF, the Parties agree to the foregoing terms of agreement through
the execution below by their respective, duly authorized representatives as of the Effective Date.

“COMPANY™

Balboa Ave Cooperative

“MANAGER?

SoCal Building Ventures, LLC

By:

T

By:

e Management Consulting, Inc.

17
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MANAGEMENT SERVICES AND OPTION AGREEMENT

This MANAGEMENT SERVICES AND OPTION AGREEMENT (the “Agreement”) is

made, entered into and effective as of January 2, 2018 (the “Effectwe Date”) by and among

- SoCal Building Ventures, LLC (“Manager” and “Optionee” as context requires), and
California Cannabis Group, a California nonprofit mutual bmeﬁf; corporation, Devilish
Delights, Inc., a California nonprofit mutual benefit corporation, aiid Mira Este Properties,
LLC, a California limited liability company (collectively the “Company” and “Optionor™ as
context requires), and Chris Hakim, an individual, and Ninus Mal;m an individual (together
who may also be referred to as the “Old Operators™) (collectively, tl‘le “Parties™).

WHEREAS,

A. Company consists of the real property owner as well;as two California mutual
benefit corporatmns {which may also be referred to herein as the' “Nonpmﬁts”) which operate a
medical marijuana: manufacturing operanon {the “Opers "'ons”), andgwhwh -are in need.of
business consulting, accounting, administrative, teehnuiegwal, maagetial, human resources,
financial, intellectual property, and related services in order to-cof ct'Operatmns The
Company’s Operations dare located at 9212 Mird
“Facility”), for which a CUP has been st
Mtra Este Propextxes, LLC (whwh may 2 1,‘

ﬂsahhgatmnsh@rmmdert@an ; %, o Building Ventires,
“Manager™ hersunder as if an initial party hereto. o L

~ Operations, and Méfiégar desires (o (;)I:'as‘s‘l i ATy i ] !
(1) provide Administrative Services to Cempany; all upen the tetims;and snbgectmthecondtmns
set forth in this Agreement, :
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D. Manager is also seeking an option to acquire a 50% ownershxp interest in the
Facility, and Company is willing to grant such an option as prowde;i herein.

NOW, THEREFORE, in consideration of the mutual. promxSes contained herein and for

other good and valuable consideration, the receipt and sufficiency qf which are acknowledged by
- the Parties, the Parties agree as follows:

TERMS OF AGREEMEN
1. ENGAGEMENT

I.1.  Engagement of Manager. Company hereby engages Mauager to provide the
Administrative Services for the Operations on the terms and conditions described herein, and
Manager accepts such engagement. Manager shall be the sole.and excluswe provider of the
administrative, management, and other services to be provided to or on behalf of Company for

the Operations as more pamw}arly outtined herein. Manager in jts sole discretion shall
determmz which services shall be provrded m.CQmpany from tuneatoﬂ-ttme so kmg as the

LLC relating to fis ewmxshxp of the Facility uizless and mm Mana &r éxe‘rmsesvﬂie option to
purchase 50% of the g‘.‘acxhty as faore parti iy' outlined in this Axgreement

more Company P&L‘B:l? to @p‘ﬁ:a;te the re
xssued atthe F acah. wiﬁh iit o‘ (

Manager s dsmes undez thxs A' ‘
attorney and appointment, for the falrl

-
(/T
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. i.  To collect and deposit all amounts received, inc-lrizding all cash received,
patient co-payments, cost reimbursements, co-insurance and deductibles, and
accounts receivable, into the “Manager’s Account,” which shall be and at all

times remain in Company’s. name through accrual on Company’s accounting
records.

ii. To make demand with respect to, settle, and comiammise such claims and to
coordinate with collections agencies in the nameiof Company or Manager.

fii. Totake possession of and endorse in the name of Company on any note,
check, money order, insurance payment or any other instrument received.

iv.  To effectuate the payment of Company expenses, including to the Manager
for the Mangagement Fee as it becomes due. '

v. Tosign checks, draﬁs, bank notes or other msttumems on behalf of Company ‘
: ' ithdrawals from the Manager’s chmunt for other payment
specxﬁed n this Agreement and as determined agpmprmte by the Mzma.ger

i Bank. Upon reguest of Manager, Company shall execute.and
* deliver to the ﬁnancxal msmatmn wharem the Manager S Acoount 1; amt ed, stich. additional

authonze the temovzﬂ f;

Manager agrees o | hold I fe
law,

fsthr ag""‘"es wen 'm'aﬂywafdau dewmamaﬁmeo firining th
power of attoiney. S :

2. DUTIES AND RESPONSIBILITEES OF MANAGER

appropriate. for the day'-;&@»da,
manner coﬂsfistm& wiffh ga hﬁs ness

Licensing of Intellectual Propesty, Ta arde \Iames zm«:l demnmzks, as a‘Il are mora spemﬁaaliy set
forth below.

L2
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2.1.1. Personnel. Manager has full right, obligation, and authority to hire and retain
personnel and other persons or entities needed to perform the Adrmmstmmve Services for Manager under
this Agreeient. All personnel will be employees, agents, or mdependexrt :contractors of the Company,
and all costs (including payroll and withholding taxes and expenses, any employment insurance costs,
health insurance expenses and insurance, and other customary expenses) associated with such personnel
shall be paid by Manager from Company funds managed by Manager, or’by Manager if such funds are
msufficient.

2.1.2. Manager Personnel. Manager may emp!oy or contract with and provide
all necessary personnel (“Manager Personnel”) it reasonably needsito provide the Administrative
Services hereunder. Such personnel shall be under the direction, sypervision, and control of
Manager, and shall be employees of Manager. Manager shall be responsible for sefting and
paying the compensation and providing the fringe benefits of all Manager Personnel. Company
shall be not responsible in any way for Manager Personnel, and Mz-;nager indemnifies, defends,
and holds Company harmless from any such liability.

2.1.3. Tmaining. Marager shall provide reasanablef training to personnel in all
aspects of the Operations material io the role of such personnel, mcludmg but not limited to
administrative, financial, 2nd equipment maintenance matiers. i

- 2.1.4. [nsurance. Manager shall assist Compagy i li? Company’s. purchase of
necessary iINsurance coverages, mfh the cost of such insurance: pard from Company’s funds
managed by Manager. i
2.1.5. Am,ount ing, Manager shiall establish and.aﬂmmlster accounting
procedures and conttols and systens for the development; pre : 2 of
and bomk.s of accmm&mg related to the busmess! md ﬁmanoml.‘

shall be pald by Manager out of Company s funds man ; ed '
such information, comp#ations, and other relevant mfomrab .
order to file alf returns with the faxing agencies. . Company sh also make such reserves and
set asides for taxes ag directed by Manager thz@ugheut the year,

REPORES aNG N0, . ) ger 'ShCompanymanmely '
fashion quarterly or mors Foguen operating rsports dnd ot ess repotts as reasonably
requested by Company, including without limitation (i) copies of hank stitements and checks

relating to Company’s bank accouits and (u) all other financial information and fipancial
statements relating to Operations. :

2.1.7.

2.1.8. Budgets. Manager shall prepare for revie E
capital and annual operating budgets ds needed, and such.approv

withhield.
AR

and approval by Company, all
1 not be: umeasenabiy
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2.1.9. Expenditures. Manager shall manage all cash receipts and disbursements
of Company, including the payment on behalf of Company for any of the items set forth in this
Article 2, such as taxes, assessments, licensing fees, and other fees of any nature whatsoever in
connection with the operation of the Operations as the same become dug and payable, unless
payment thereof is being contested in good faith by Company. ‘

2.1.10. Contract Negotiations. Manager shall advise/Company with respect to
and negotiate, cither directly or on Company’s behalf; as.appropriate and permitted by applicable
law, such contractual arrangements with third Parties as are reasoniably necessary and
appropriate for Company’s Operations. 5

2.1.11. Billing.and Collection. On behalf of and for ’rhe account of Company,
Manager shall establish and maintain credit and billing and conecuqn policies and procedures,
and shall exercise reasonable efforts to bill and collect in a timely manner all professional and
other fees for all billable services provided by Company.

€
:

makmg reasenable repau's, at Company’ s expense, for: ansy fac ]

3 Sed mﬂle ‘.‘4 tion: asmay
be required under any lease or mortgage that encumbers the pmpemy or 1o pratect public safety.

2.1.13. Cempany Approval of Var
parties agree Manager has authotity to make
of the Operations and execute on bel
course of the custemary and ordinan 3
expenses incurted dusing Op«uzamm and. omer related payments.
any public statemnents or press interagtions.

22. R
Agentof Company und

2.2.1. Billi
bebaif any c!aim@ for :

of; and deposn into the Manager s Account gk
Company) any cash, notes, checks, money or

stremerds received in paymcm of acootnds i
butnot mited 1o, ¢ m;e:ndmg the thme or p

atherwnse dischavging or releasing the ob ga_, 1y &
discount such accounts to callection agencies; or taking ofh
any such accounts.

; assxgnmg or sellmg ata
e o require the payment of

I
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- 2.2.3. Banking. The Paties shall cooperate in epemng such bank accounts as
shall be required for prudent admiinistration of the Operations, mchrdmg a Manager’s Account,
opened by and undet the control and domain of Manager for the deposit of collections and the
disbursement of expenses and other purposes.as set forth herein, and (if) such other accounts as
Matiager determines in its sole discrefion are reasonable and necessary. Manager shall sign
checks, drafis, bank notes or other instruments. on behalf of Compa?y, arid make withdrawals
from Manager’s Account for payments specified in this Agreement, Manager, in ifs sole

discretion, may make a pledge or assignment of Company’s. accouttts to support financing
instrurnents.

2.2.4. - Litigation Management. Manager shall, in consu]tatxon with Company,
(a) manage and direct the defense of all claims, actions, pmceedmgs or investigations against
Company or any of its officers, directors, empioyees or agents in their capacity as such, and (b)
manage and direct the initiation and prosecution of all claims, acndns, proceedings or
- investjgations brought by Company agairist any person otherthan Manager

ti isi Pub ions Programs. Manager shall
proposes, with Company’s consultatmn, marketmg and advertxsmgtprograms to be implemented
{ i’ 4 s Cthe ! , fered by Company, Manager
mns, mc%udmg, bm not h _n.ed

Company agree that af mark
wzth all applicable staridards

with the Admumtwuw S :v" £S5

postage, provided that all such
with the Operations.

2017, The first pm{ ALoF S
Octobu i, 2017 m {J‘)

mcreased agﬁm on .B;écember is
income and other taxes due relafing fo- y ;
Further provided, the Mira Gusranteed Pay eI Sirad coltmbe

oo | D f\”"" 6
oo
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after Manager’s exercise of the Option, and by execution of this Agfeement the Company
consents to all such payments to Monarch.

3. RELATIONSHIP OF THE PARTYES

3.1, Relationship of the Parties. Nothing contained herem shall be construed as
creating a partnership, trustes, fiduciary joint venture, or employment relationship between
Manager and Company. In performing all services réquired hereunder, Manager shall be in the
relation of an independent contractor to Company; providing Adm:mstcahve Services to the
Operations operated by Company. i

4. RESPONSIBILATEES OF COMPANY

4.1.  General Responsibilities of Company. Company shall own and operate the

- Operations during the Term of this Agreement, with Manager managing the day-to-day
Opexations as provided herein. At all times during this Agreement, the Manager and Company
shall coordmaie m cbtaam and Iﬂdtniaxn m qu Eomt. and eﬁ‘ect all a\(allabie and newssary

COmpamy’s perfwrmmu., affts
agre&s to promptly deixver to \

. Company and Mana;,sr sha.’ﬁ ceo:dm«ﬂe and msm@, at Campaﬁy 'S @xpense, that the Opk
aré in mmpkance thh alk Appmvarl issued by any d al} To
.exércisea s’imilar ﬁm@tx 7.
violation of any said &ppr
4.2.
Company’s sok and e&ciuswe
Company shial! not engege ¢

conduct ofits Opemmms, £
ﬁnanuak ur amw sepvices

LLC or suc?ﬂ @;ﬂxm &
acknowledge its approval of sue

4.3. Representations aud Warranties of Company,
4.5.1. Eompcmy represents and warrants vo.Manager as fe&iews

43.2. Mmpm j isa duw o g,ammd, vm;diy @xxokmg and i m gwd standmg under the

"
] ,
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licenses, approvals, permits, authorizations, registrations and the like required by
any governmental organization or unit having Jurlsdxctxon over Company or the
Facility necessary to permit the Company to own and qperate the Facility asa
cannabis manufacturing facility.

4.3.3. The Company has full power, authority and legal nght fo exeoute, perform and
timely observe all of the provisions of this Agreement.; The Company’s execution,
delivery and performance of this Agreement have been duiy authorized.

4.3.4. This Agreement constitutes a valid and binding obhgatxon of the Company and
does not and will not constitute a breach of or default under the charter documents,
membership agreements o bylaws as the case may be of Company or the terms,
conditions, or provisions of any law, order, rule, regulanon, judgment, decree,
agreement, or instruritent to which Company is a party or by whxch itorany of its
assets is bound or affected. ;

4.3.5. Company shall, at its own expense, keep in full force and effect its legal
existence; and Corapany shall make commerch y seasonable efforts to obtain, as
and when required for the performance of its.obligs gations winder this Agreement, and
to maintain the Approvals requived for it timely 16 observe all of the termis and
conditions of this Agreement.

4.3.6. C@mpmy is the sole cwmer of the real property on whzch the Facility is located
dlld is ﬁhe se)}e owner ef the evemems campnmng e Facitity and afl real and

4.3.7.

“m;.n, i3m0 hngaumx of

rwwtxoza, 1HE
the deajal, i
or in the-aggregate, wonild prokib

5. FINANCIAL ARRAN

GEMENTS

5.‘-.1 AH nei mmme re\renue cash ﬂow and omer""

52 Puer to the thne that the “Option” is exercised, .such paymenis. by ,’j Ana;
mclude payment m rhe onpmﬁ‘(s-‘ $55_5ﬂ :egessary 0 £
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5.3 Both before and after the closing of Manager’s exercise of the Option, such
monthly payments by Manager shall include (i) the monthly Mire Este-Guaranteed Payments
payable to Monarch, (ii) reimbursement to any party as a prefcrent’i‘él payraent the
reimbursement of sums spent for tenant improvements, and (iii) Mmager s Opexanons expenses.
Prior to the closing of Manager’s exercise of the Option, one third (I #3) of any remaining net
income is to be paid to Company (it being understood and agreed that the Mire Este-Guaranteed
Payments are credited toward this payment of 1/3 of remaining net income sharing.) All such
payments constitute a material part of Manager’s obligations under ﬂns Agreement.

5.4  To the extent that Old Operators provide rece;pts foq tenant improvements made
to the 1,200 sf manufacturing room, the certificate of occupancy is received, and this Agreement
is executed, then Manager shall reimburse the Old Operators for $125,000 representing 50% of
the tenant improvements incurred for the 1,200 sf mapufacturing room. Such payment for tenant
improvements shall be due thirty (30) days after receipt of the cem‘ icate of occupancy.

3.5  Notwithsanding anything else herein, upon executzon of this Agreement, the Old
Opérators and Manager will split the costs of CUP and other mitigations 50/50, and once the

Option is exercised, the Manager (or its assignes) and the OId Operators will own the property
and cash flows from Manager on a 50750 basis. . ,

6. TERM AMND TERMIN ATEON

6.1. Temm. Subject to the provisions contained in this Agreemem, this Agreement
_ shall commence as of the Effective Date and continae in full force and effect for a period of
twenty {20) years. ;

6.2  Termination, Except asprovided herein, thrs Agreﬁmem isnot termmabie by any
Party and may onty be ne; rencwed at: thf"‘ eptmn an '

* advane watien :mtxce This
ﬂag»r and C@ ny. This A,

‘to allow the canduct of Operauons at the F
optwn of the Ce}mpmy upon the failure by

form i i atmg:to lCompany w}mch
may be reasonab}'y re,qne ﬂd by Managef 1o perform rts obhxsﬁtmns hemunﬂer and shnll disclose
and make available to representatives of Ianager for raview ay ; ‘
books, agreenpients, papers, and tecords of C ny. Mariager
Company with all books and récords generated from: Operations. Tk
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obligation of the Parties following the termination of this Agraement to the extent needed to
implement the terms contained herein.

8. OPTION TO PURCHASE

8.1  Grant of Option. Company hereby grants Manager an option to acquire a
50% interest in the Facility, as well as 50% of all applicable permiits and rights thereto, that
constitutes the land, buildings and improvements owned by the Company at and for the Facility
location (“Option™). The Opticn is granted for and in con51deranon of Manager’s payment of a
non-refundable Option fee towards the Option Exercise Price of Seventv Five Thousand Dollars
($75,000.00), which $75,000 shall be paid to Old Operators on Ma:ch 15, 2018, regardless of
whether Option has been exercised.

a. The Old Operators and Manager acknowiedge that the real estate interest shall
not be conveyed free and clear of all liens, but that existing liens on the real
estate will remain in effect. The Old Operators dgree that they will be
personatly respousible for the existing at tie tmxe of Closing of Escrow as
follows:

i The Old Operators will cause the.i property owner to satisfy,

' pay, and discharge; within ten days of Closing of Escrow, the
second lien of approximately $1.4 million ‘

ii. The Old Operators will be solely ‘and personally responsible for
paying in a timely fashion and ultimately paying off, the first
lien of approximately $1.975 miffion. They hereby indemnify
Mmager and its successors fromiand against any and all
claiims, daniages, oF paj e dien holder or its .

SECLesIOr may: y interest and Hen

: Manager :,hall depesnt into Escmw ﬁhe- fo g
Exercise Price”) depending upon the date 0f thé nof

Date of Option Excreiss:

| R
December 31, 2017 (or priot) $4,500,000
March 31, 2018 {ox prior) $4,750,000
June 38, 2018 (or priot) - $5,000,000

83  Closingof Escrow. Escrow shall close on the E&te of the Option Exercise, at
the mutual direction of the Parties, with a qualified escrow corp y located in San Diego
County. The Pacties shall coopetate ‘md execute such doguiments gsare required to transfer the

3983692 |
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50% interest in the land, building, and improvements to the Mzmager at the time of Closing, with
the protections for Manager against lien holders as stated in 8.1a, above

84  Expiration of Option. If Manager does not exercise the Option prior to July 1,
2018, all of Manager’s rights to exercise this Option shall expire. 'li'he expiration of the Opnon
shall not affect or alter the non-Option refated tezins of this A@reement

85  Manager’s Operating Agreement— Old Operator’s @wnergmgm Manager. Itis
the intent of the Parties to, upon exereise.of the option hereunder at Section 8.1, grant Old
Operators, or their designee, a 33% ownership interest in the Senes! applicable to the Mira Este
Facility in San Diego Building Ventures, LLC, a Delaware Series Limited Liability Company.
Such ownership interest shall become effective as of the closing ofithe Option, and the Parties
shall incorporate into that Operating Agreement Series such terms as are reflected in that certain
LOI dated October 17, 2017 among the Parties with respect to Managers of the Series and related
issues set forth therein. The terms of the Operating Agreemient for San Diego Building Ventures,
LLC shall govern the operations.of the Wira Este Facility and the Manager upon the closing of
the Option. The Parties shall cooperate on the final structutal decisions and documentation
consisient with the teras contained in &‘le LUI From and: aﬁer the ¢losing of Manager’s
exercise of the Option, this new manager ; vy
Manager’s duties and responsxbxlmes a8 oumlmed in ﬂns Agreement

26,  Crantof CUP, Notwithstanding an ﬁhmg else comamed in this Agreement; no
obligation, passage of titte, date, or eflier matter with respect fo the Option shall become
effective until the City of San :D;egz) ha.s g,ranted: . Eacﬁmy a mnﬂmona! use permit (“CU?”)
peraitting the Company’s ties g
dafes set forth in Section 8.2 abor
faﬂawmg the gramme; o
in section &4, above, 1§ sif

9. GENERAL

9.1 Conversion. Atthe epticn of Map:
Operaicrs, any Nonprofit mey be conierse
otherwise agree, and as is reguived for con

9.2,  Indemmification.

eby ag:ﬁe to indemnify,
v membexss, empl@yees, agents,

92k In
defend, and hold hazmlesa i
affiliates, and subcosiraciors,

diminution iv value, losses, %xabﬂm‘ , actigns, lawsuits and olfe woceetimgs,mdgments fi
assessments, penalt ne

to thlrd parfy ciaamvs, ol
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Manager of any lawsuits or actions, or any threat thereof, that are known or become known to
Company that might adversely affect any interest of Company or Manager whatsoever.

9.2.2. " Indemnification by Manager. Manager hereby agrees to indemnify,
defend, and hold harmless Compariy, their respective officers, directors, shareholders, employees
and agents from and against any and all claims, damages, demands, diminution in value, losses,
liabilities, actions, lawsuits and other proceedings, Judgments ﬁne,s{, assessments, penalties, and
awards, costs, and expenses (including reasonable attorneys® fees), whether or not covered by
insurance, ansmg from or relating to (a) any material breach of this : Agreement by Manager, (b)
any acts or omissions by Manager and its employees to the extent that such is not paid or covered
by the proceeds of insurance, and (¢} al} ottier Operations conduct at the Facility as part of
Manager providing Administzative Services to the Company. The provisions of this Section
shall survive termination or expiration of this Agreement. Notwithstanding the foregoing,
Manager shall not indemnify Company for the acts or omissions of others.employed or engaged
by Company, or for matters relating to operations at the two downstairs suites unless due to the
gross negligence of the Manager. Maniager shall immediately noufy Company of any lawsuits or
actions, or any threat thereof, that are known or become known to Manacer that might adversely
affect any interest of Manager or Company whatsoever.

9.3.  Dispute Resolution. In the everg that any d;sagreemem, dispute or claim arises
among the Parties hereto with respect to the enforcement or interpretation of this Agreement or
any specific terms and provisions hereof or with respect to whether an alleged breach or default
hereof has or has ot ccenrred (collectively, a “Dispute™), woh Dispute shall be settled in
accordance with the f@lmwmg procedires: .

Confer. Inthe evunt of' anspute iamang ithe Parties hereto, a
| other Parties setting forth the nature of such. Dispute (the -
aﬂ nwwt and; wnfer i &an Dzegm Couaty to dxsnuss the o

mef s) as are mumwy mm 4 m fﬁw mp“esmtaaves ef sach. péu'hcwpam wnﬁm'i ﬁe “Meet and
Confer Period” (a5 defingd horsin |

i
}

days following the date ol “C%!ps of @; i
CunferPen\ ™y, then § sl

Sarvices™) in.San Die ¢ Cmmty NHRIn

xmtwi Dispate Nome A smg i i il e selec \DR
: : ( Hes eDtsptﬂeshaHshapethe

expenses of the med&awr ami the @ther costs of mediation oha pm rata basis, :

9.3.3. Arbiuation. Any Du&x,uue which cannot be xesmved by the Parties as
2uﬂmed above, such Dispuie shiall be resolv by fimad and bmﬂm;{g arbitiation {the
Aibmatmn“’) Lxe Axb’ 1% twn :,naﬁ bu xmtmiuﬁ and adiy d.by and in accordance: with the

% ield in San Diego County,

,
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unless the parties mutually agree to have such proceeding in some othcr locale; the exact time
and location shall be decided by the arbitrator(s) selected in accordance with the then current
Rules of ADR Services, Inc. The arbitrator(s) shall apply California substantive law, or federal
substantive law where state la,w is prcempted The arbttrazor(s) selacted shall have the power to
tbe same terms condmons, and penaltxes as can be imposed in er vxrcumstances ina cml
action by a court of competent jurisdiction of the State of California. The arbitrator(s) shall have
the power to grant all legal and equitable remedies provided by Catifornia law and award
compensatory damages provided by California law, except that gumtive damages shall not be
awarded. The arbitrator(s) shall prepare in writing snd provide to the Parties an award including
factual findings and the legal reasons on which the award is based. [The arbitration award may be
enforced through an action thercon bmunht in the Superior Court for the State of California in
San Diego County. The prevailing party in any Arbitration hemundcr shall be awarded
reasonable attorneys” fees, expert.and nonespert witness costs and 2 any other expenses incurred

directly or mdxrectly with said Arbitration, inchuding without hm:tatxon the fees and expenses of
the arbitrator(s).

THIS ELECTION OF AN ALTERNATIVE DISPUTE PROCESS 15 AN AFFIRMATIVE
WAIVER OF THE PARTIES RIGHTS T0 A JURY TRIAL UNDER CALIFORNLA

- Cal C. Civ. Pro, Sec 631, BY SIGNING BELOW, EACH PARTY IS CITLY

 WATVING JURY TRIAL AND AUTHORIZING ANY AMD ALL PARTIES TO FILE THIS
WATIVER WITH ANY COURT AS THE WAIVER RE‘.QUIRED UNDER Cal. C. Civ. Proc.
Sec. 631()2): _

JURY TRIAL WAIVED:

Mana.grsr / /

among the Parties relatsd
understendings, and letiers ef
be amended or supplemen

Agrezinent are ineorpoial
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9.5. Notices. All notices, requests, demands or consents hereunder shall be in writing
and shall be deemed given and received when delivered, if dehvered in person, or four (4) days
after being mailed by certified or registered mail, postage prepaid, retum receipt requested, or
one (1) day after being sent by overnight courier such as Eedem[Express, to and by the Parties at
the fotlowing addresses, or at such other addresses as the Parties may designate by wntten notice
in the manner set forth herein;

If to Manager: SeCal Building Ventures, LLC
32123 Lung cwm * D
Il g‘ér\ PUVAVAT o By \Z.AC\\?QI

If to Company: // ﬂl’%/
A -

: 9.6, Counterparts. This Agreementmay be executed:i
each of which shall be an original, but afl of which, whenta
the same instrumert.

'gn»y number of comterparts
g@ﬁm, will mnsnmte and :

9.7. Goveming Law. This Agreement shall be constry

strised and'govemed in accotdance :
with the laws of the State 6f California, without teference fo.co '

g ﬁpﬁtamm ;
anoﬁzer ksgdl enmy awned by the .ld Qperamrs a

.la or faﬂu:e onthe
71 ot nedy under this.
-,imp:ur ar r@stmct any such ngh(, power,

agreemem or Gb‘hgamm aud RO mmse of s:i
part of any Paty herero inexescisk
Agreerent or any related agr«s«:mum or .nstxmnen‘i, Sk

: 1
14
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privilege or remedy or be construed as a waiver therefor. No waivei' shall be valid against any

Party unless made in writing and signed by the Party against whom enforcement of such waiver
is sought.

9.10. Binding Effect. Subject to the provisions set forth i m thls Agreement, this
Agreement shall be binding upon and inure to the benefit of the Partws hereto and upon their
respective successors and assigns. :

9.11. Waiver of Rule of Construction. Each Party has hacL the opportunity to consult
with its own legal counsel in connection with the review, draffing, and negotiation of this
Agreement. Accordingly, the rule of construction that any amblgmty in this Agreement shall be
construed against the drafting party shall notapply.

9.12. Severability. if anyone or more of the provisions of ithis Agreement is adjudged
to any extent invalid, unenforceable, or contrary to law by a court of competent jurisdiction, each

and all of the remaining provisions of this Agreement will not be a’ﬁ’ected thereby and shall be
valid and enforceable to the fullest.extent perinitted by law.

9.13. Force Majeure, Any Party shall be exeused for ﬁmuires and delays in performance
of its respective obligations nnder this Agresment due to any canse fbeydnd the control and
without the fault of such party, including without limitation, any act of 'God, war, terrorism, bio-

v terronsm, not or m a&m clion, law or re»galauon, smkf,, ﬂoed eart’nquake, water shortage, fire,
St ed ¢ § 16 in necessary labor,
matemals or fa‘cilitiev Thzs pmwsmn shall ot selease such Party from using its best efforts to:
~avoid or remove such cause and sush Party shall continue performance hereunder with the
utrnost dxspatch whenever such causes ars removed, Upon claimm any such excuse or delay for
non~pumrmanc such Pacty shall give prompt W itten o : ‘fo the other Party, provided:
that failure to give such notics shall not in any way hmm the: aperatmn of this provision.

9.14. Auﬂmﬂmimn fm Agreement. The t.mrutwn and p 2’5-' ,mnance of this Agrcement

- gL
; result of Managel’s
i nafl h]fomnatmn is secret,

oﬂmrww c%uutexﬁ oF &gueed m in wnung ,: , . ,' e eritial It ﬁamon means any
information or knowledge concesning or ini any way reiated o the practices, pricing, activities,
strategies, business plans, tinancial plans, wade seovets, velations] pbmxd methedology of
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Operations of the business, performance of the Administrative Servxces, or ether matter relating
1o the business. The Parties shell take appropriate action to ensure that all employees permitted
access to Confidential Information are aware of its confidential and proprietary nature and the
restrictions placed on its use. The Parties shall not reproduce or copy the Confidential
Information of the Company, orany part thereof, in amy manner other than is necessary to

“perform under this Agreement, and no Party shall disclose or oﬂaermse make the Confidential
Information available to any othet person, corporation, or other snmy, except to the other Party,
or as otherwise required by law.

%.16.1 All Coniidential information constitutes a va,luabie confidential, specxal and
unique asset. The Parties recognize that the disclosure of Confidenial Information may give rise
to irreparable injury or damage that are difficult to calcufate, and: which cannot be adequately
compensated by monetary damages. Accordingly, in the event of any violation of threatened
violation of the confidentiatity provisions of this Agreement, 2 non-violating Party shall be
. entitied to an injunction restraining such violation. .

9.17  Additional Assurances. The provisions of this Agreement shall be self-operative
and shall not require furiier agreement by the Parties; proVLded however, at the request
of cither Party, the other Party shell execute-such additional instruments and take such additional

acts as are reasonable and as the requesting Party wmay dacm necessary to effectuate this
Agreemem '

2.1%  Consenis Ap;gm als, and Exepcise of . Whenever this requires any
consent or approvai o be given by either Party, or e1ther Pa:ty must or may- exercise discretmn
and exceapt where spewﬁcal?y set 'ﬁurtb to ﬂm contnary the Pames aafee that such consent er

5. Bxcept as otherwise. pmv@ed herein, this Agreement .
pan.any person other than Manager and Owner and their
ors gt perrniited sesigns.

shalt not confer any ,nghﬁs or rer
respective suctes:

%

[signatures to follow]
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IN WITNESS WHEREOF, the Parties agree to the foregoin§g terms of agreement through
the execution below by their tespective, duly authorized representatives as of the Effective Date.

“COMPANY”

California Cannabis Group

1

. “MANAGER”

SoCal Buﬂdmg Ventures, LLC

17

3983602
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EXHIBIT 3




MANAGEMENT SERVICES AND OPTION AGREEMENT

This MANAGEMENT SERVICES AND OPTION AGREEMENT (the “Agreement™) is
made, entered into and effective as of January 2. 2018 (the “Effective Date™) by and among -
SoCal Building Ventures, LL.C (the "Manager™ and “Optionee™ as context requires). and
Roselle Properties, LLC. a California limited liability company (the “Company™ and
*Optionor™ as context requires), and Chris Hakim, an individual and Ninus Malan, an

individual (together who may also be referred to as the “Old Operators™) (collectively. the
“Parties™).

RECITALS
WHEREAS.
A. Company consists of the real property owner which the Parties believe may be

used to operate a medical marijuana cultivation and/or manufacturing site (the “Operations™),
and which is in need of business consulting, accounting, administrative. technological.
managerial, human resources, financial, intellectual property. and related services in order 10
conduct Operations. The Company’s real property is located at 10685 Roselle Street, San Dicgo.
California 92121 (the “Facility™), for which a CUP has been submitted with the City of San
Diego for such purposes. The Companys owns the Facility in fee simple. The planned Facility
will consist of approximately 20,000 SF. There is currently an unaffiliated 1enant at the Facility
{which currently has 4000 SF). The Company szeks to-lease the Facility to one or more
affiliated, qualified cannabis cultivation and/or manufacturing operators following the
termination of the current lease consistent with the terms.of this Agreement The existing

management company for the Company has assigned its nghtq 10 Managc.r under other
agregments between the primary parties.

B. Manager is engaged in the business of providing administrative and management
services to health care entities and has the capacily to manage and administer the operations of
Company and to furnish Company with appropriate managerial, administrative, financial, and
technological support (the “Administrative Services™) for the Opérations. Manager may assign
its obligations hereunder to an affiliate, San Diego Building Ventures, LLC. which shall also be
“Manager” hereunder as if an initial party hereto. There are currently to cannabis-related
operations occurring at the Facility.

C. Commpany desires management assistance in the Qperations. To accomplish this
goal, Company desires to (i) ensure Old Operators are compensated to retain their expertise and
continued support of the Operations, and (ii) engage Manager to provide Administrative Services
as are necessary and appropriate for the day-to-day administration and management of the
Operations, and Manager desires to (i) assist Company in retaining the expertise of Old
Operators, and (ii) provide Administrative Services to Company. all upon the terms and subject
to the conditions set forth in this Agreement.

b (K
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D. Manager is also seeking an option to acquire a 30% ownership interest in the
Facility. and Company is willing to grant such an option as provided herein.

NOW, THEREFORE, in consideration of the mutual promises contained herein and for
other good and valuable consideration, the receipt and sufficiency of which are acknowledged by
the Parties. the Parties agree as follows:

TERMS OF AGREEMENT
1.  ENGAGEMENT

1.1.  Engagement of Manager. Company hereby engages Manager to provide the
Administrative Services for the Operations on the terms and conditions described herein, and
Manager accepts such engagement. Manager shall be the sole and exclusive provider of the
administrative, management, and other services to be provided to or on behalf of Company for
the Operations as more particularly outlined herein. Manager in its sole discretion shall
determine which services shall be provided to Company from time-to-time so long as the
Administrative Setvices are provided in compliance with this Agreement. For purposes of this
Agreement, “Administrative Services™ shall not include any management services to Roselle
Properties, LLC relating to its ownership of the Facility unless and until Manager exercises the
option to purchase 50% of the Facility as more particularly outlined in this Agreement,

1.1.1. No Warranty or Representations. Company acknowledges that Manager has not
made and will not make any express or implied warranties or representations that the
Administrative Services provided by Manager will result in any particulac amount or level of
income to the Company, Specifically, Manager has not represented that its Administrative |
Services will result in higher revenues, lower expenses, greater profits. or growth in the number
of clients receiving services or purchasing goods at the Facility.

12, Agency. Company hercby appoints Manager as Company’s true and lawful agent
throughout the Term of this Agreement, and Manager hereby accepts such appointment.

1.3, Power of Attorney. In connection with billing, collection, banking. and related
services incident to or under the Administrative Services to be provided hereunder, Company. in
accordance with applicable law, hereby grants to Manager a limited power of attomey and
appoints Manager as Company’s true and lawful agent and atiorney-in-tact consistent with
Manager's duties under this Agreement, and Manager hereby accepts such special power of
attorney and appointment, for the following purposes:

i, To collect and deposit all amounts received. including all cash received,
patient co-payments, cost reimbursements. co-insurance and deductibles, and
accounts receivable, into the “Manager's Account.” which shall be and at all
times remain in Company's name through accrual on Company’s accounting
records. '

[
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ii. Tomake demand with respect to. settle. and compromise such claims and-to0
coordinate with collections agencies in the name of Company or Manager.

tit.  To take possession of and endorse in the name of Company on any note,
check. money order. insurance payment or any other instrument received.

iv.  To effectuate the payment of Company expenses. including to the Maﬁager
for the Management Fee as it becomes due.

v.  To sign checks, drafis, bank notes or other instruments on behalf of Company
and to make withdrawals from the Manager’s Account for other payments
specified in this Agreement and as determined appropriate by the Manager.

1.4, Documentation to Bank, Upon request of Manager, Compuny shall exccute and
deliver to the financial institution wherein the Manager’s Account is maimtained, such additional
documents or instruments as may be necessary to evidence or effect the limited power of
attorney granted to Manager. Company will not take any action that interferes with the transfer
of funds to or from Manager’s Account. nor will Company or its agents remove, withdraw or
authorize the removal or withdrawal of any funds from the Manager’s Account for any purpose.

Manager agrees 1o hold all funds in the Manager's Account in accordance with California agency
law,

- . - | - .
1.5, Expiration of Power of Attorney. The power of attorney shall expire on the date
this Agreement is terminated. Upon termination or expiration of this Agreement, Manager

further agrees to execute any and all documentation confirming the termination of this limited
power of attorney. |

2. DUTIES AND RESPONSIBILITIES OF MANAGER
2.1, General Responsibilities, During the Term of this Agreement Manager shall.ina
manner determined a1 Manager's sole discretion, provide such services as are necessary and
appropriate for the day-to-day administration and management of Company’s business in a
manner consistent with good business practice. including without limitation: Human Resources,
Information Technology. Equipment and Supplies. Banking. Accounting and Finance. Insurance
Procurement. Risk Management. Contract Negotiation. Cultivation. Marketing. and Licensing of
Intellectual Property, Trade Names and Trademarks. as all are more specifically set forth below.

2.1.1. Personnel. Manager has full right. obligation. and authority to hire and
retain personnel and other persons or entities needed to perform the Administrative Services for
Manager under this Agreement. All personnel will be employees. agents. or independent
contractors of the Company, and all costs (including payroll and withholding taxes and expenses.
any employment insurance costs. health insurance expenses and insurance. and other customary
expenses) associated with such personnel shall be paid by Manager from Company funds
managed by Manager. or by Manager if such funds are insufficient.

-
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2.1.2. Manager Personnel. Manager may employ or contract with and provide

all necessary personnel (“Manager Personnel”) it reasonably needs to provide the Administrative
Services hereunder. Such personnel shall be under the direction. supervision, and control of-
Manager. and shall be employees of Manager. Manager shall be responsible for setting and
paying the compensation and providing the fringe bepefits of all Manager Personnel. Company
shall be not responsible in any way for Manager Personnel. and Manager indemnifies. defends,
and holds Company harmless from any such liability.

2.1.3. Training. Manager shall provide reasonable training to personnel in all
aspects of the Operations material to the role of such persornel. including but not limited to -
administrative. financial, and equipment maintenance matters.

2.1.4. Insurance. Manager shall assist Company in Company’s purchase of
necessary insurance coverage, with the cost of such insurance paid from Company’s funds
managed by Manager.

2.1.5. Accounting. Managershall establish and administer accounting
procedures and controls and systems for the development, preparation. and keeping of records
and books of accounting related to the business and financial affairs of Company. Such books
and records shall at all times be accessible and available to Company and the Old Operators.

2.1.6. Tax Matters. Manager shall oversee the preparation of the annual repon
and tax information returns required 1w be fited by Company. All of Company s tax obligations
shall be paid by Manager out of Company’s funds managed by Manager. Manager shall provide
such information. compilations, and other relevant information to Company on a timely basis in
order to file all returns with the taxing agencies. Company shall also make such reserves and set
asides for taxes as directed by Manager throughout the year.

2.1.7. Reports and Information. Manager shall furnish Company in a timely
fashion quarterly or more frequent operating reporis and other business reports as reasonably
requested by Company, including without limitation (i) copies of bank statements and checks
refating to Company’s bank accounts and (ii) all other financial infermation and financial
statements relating to Operations.

2.1.8. Budgets. Manager shall prepare for review and approval by Company. all
capital and annual operating budguts as needed. and such approval shall not be unreasonah!\
withheld.-

2.1.9. Expenditures. Manager shall manage all cash receipts and disbursements
of Company, including the payment on behalf of Company for any of the items set forth in this
Article 2, such as taxes, assessments, licensing fees, and other tees of any nature whatsoever in
comnection with the operation of the Operations as the same become due and payable, unless
payment thereof is being contested in good faith by Company.

2.1.10. Contract Negotiations. Manager shall advise C.umpahy with respect to
and negotiate. either directly or on Company's behalf, as appropriate and permitted by applicable

. :
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law, such contractual arrangements with third Parties as are reasonably necessary and
appropriate for Company’s Operations.

2.1.11. Billing and Collection. On behalf of and for the aceount of Company.
Manager shall establish and maintain credit and billing and collection policies and procedures.
and shall exercise reasonable efforts to bill and collect in a tmely manner all professional and
other fees for all billable services provided by Company.

2.1.12. All Other Matters Reasonably Needed for Operations. The Manager shall
perform all tasks required for the good governance and operation ot the Operations, including
making reasonable repairs, at Company's expense, for any facility used in the Operations as may
be required under any lease or mortgage that encumbers the property. or to protect public safety.

2.1.13. Company Approval of Various Actions Relating to Operations. The
parties agree Manager has authority to make decisions relating 1o the day-to-day business operations
of the Operations and execute on behalf of Operations all instruments and documents needed in the
course of the customary and ordinary operation of Operations, including the payment of ordinary
expenses incurred during Operations and other related payments. Manager shall also coordinate
any public statements or press interactions. ;

2.2

FAYY

Responsibilities as Agent. In connection with the appaintment of Manager as
Agent of Company under Section 2.1 above, Manager shall further undertake the following:

2.2.1. Billing, Manager shall bill. in Company’s name and.on Company’s
behalf, any claims for reimbursement. cost offset. or indemnification from members or
customers. insurance companies and plans, all state or federally funded benefit pl.ma. and all
other third party payors or fiscal intermediaries.

2.2.2. Collections. Manager shall collect and receive on Company’s behalf, all
accounts receivable generated by such billings and claims for reimbursement, 10 take possession
of, and deposit into the Manager's Account (accruing such deposits on the general ledger of
Company) any cash. notes, checks, money orders. insurance payments. and any other
instruments reccived in payment of accounts receivable. to administer such accounts including.
but not limited to, extending the time or payment of any such accounts for cash. credit or
otherwise: discharging or releasing the obligors of any such accounts: assigning or selling at a

 diseount such accounts to collection agencies: or taking other measures 1o require the payment of
any such accounts. .
X .
2.2.3. Banking. The Parties shall cooperate in opening such bank accounts as
shall be required for prudent administration of the Operations. including a Manager's Account.
opened by and under the control and domain of Manager for the deposit of collections and the
disbursement of expenses and other purposes as set forth herein. and (ii) such other accounts as
Manager determines in its sole discretion are reasonable and necessary. Manager shall sign
checks. drafts. bank notes or other instruments on behalf of Company. and make withdrawals
from Manager's Account for payments specified in this Agreement. Manager. in its sole

-
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discretion. may make a pledge or assignment of Company's accounts to support financing
instruments. ‘

2.2.4. Litigation Management. Manager shall, in consultation with Company.
(a) manage and direct the defense of all claims. actions. proceedings or investigations against
Company or any of its officers. directors. employees or agents in their capacity as such, and (b)
manage and direct the initiation and prosecution of all claims. actions. proceedings or
investigations brought by Company against any person other than Manager.

2.2.5, Marketing, Advertising. and Public Relations Programs. Manager shall
propose. with Company’s consultation. marketing and advertising programs 1o be implemented
by Company to effectively notify the community of the services offered by Company. Manager
shall advise and implement such marketing and advertising programs. including. but not limited
to, analyzing the effectiveness of such programs. preparing marketing and advertising materials,
negotiating marketing and advertising contracts on Company's behalf, and obtaining services
necessary to produce and present such marketing and advertising programs. Manager and
Company agree that all marketing and advertising programs shall be conducted in compliance
with all applicable standards of ethics, laws. and regulations.

2.2,6. Information Technologv and Computer Systems. Manager shall set up
workstations and other information technology required for the Operations.

2.2.7. Supplies. Manager shall order and purchase all supplies in connection
with the Administrative Services and the Operations. including all necessary forms. supplies and
postage. provided that all such supplies acquired shall be reasonably necessary in connection
with the Operations.

2.2.8. Retention Payments. From Company finds managed hy the Manager or
as otherwise provided herein. Manager shall make payments to- Monarch Management
Consulting, Inc. ("Monarch™) in the aggregate of $50,000 per month (the “Roselle-Guaranteed
Payment™) which shall be due on the 15" of each month starting on January 15, 2018, The
Roselle-CGuaranteed Payment shall be increased to $56.250 per month on the actual first
anniversary of the initial payment of the Roselle-Guaranteed Payment, and increased again on
the second such anniversary to $63,280 per month. Notwithstanding anything else herein, no
payment of the Roselle-Guaranteed Payment shall be due or acerue unless and until the
Certificate of Occupancy and the CUP are issued for the planned Facility. Monarch shall be
responsible for all income and other taxes due relating to the monthly Roselle-Guaranteed
Payment paid to Monarch, Further provided. the Roselle-Guaranteed Payment shall continue 10
be paid to Monarch from and after Manager’s exercise of the Option. and by execution of this
Agreement the Company consents to all such payments to Monarch.

3. RELATIONSHIP OF THE PARTIES

3.1, Relationship of the Parties. Nothing contained herein shall be construed as
creating & partnership, trustee, fiduciary joint venture, or employment relationship between
Manager and Company. In performing all services required hereunder, Manager shall be in the

6
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relation of an independent contractor to Company, providing Administrative Services to the
Operations operated by Company.

4. RESPONSIBILITIES OF COMPANY

4.1, General Responsibilities of Company. Company shall own and operate the
Operations during the Term of ihis Agreement. with Manager managing the day-to-day
Operations as provided herein. At all times during this Agreement. the Manager and Company
shall coordinate to obtain and maintain in full force and effect all available and necessary
licenses. approvals. permits and/or certificates (collectively “Approvals™) required under any and
all Jocal and state laws allowing the Company to engage in the Operations at the Facility. and the
Company’s performance of its respective obligations pursuant to this Agreement. Company
agrees to promptly deliver to Manager any notice of denial or revocation of any such Approvals
within three (3) calendar days of receipt by the Company. From and after the Effective Date.
Company and Manager shall coordinate and insure. at Company’s expense, that the Operations
are in compliance with all Approvals issued by any and all local or state government regarding
the Company’s legal standing and ability to engage in the Operations at the Facility. including
but not limited 10 all requirements of any insurance or undlerwriters or any other hody which may
exercise similar functions, Company agrees to promptly deliver to Manager any notice of -
violation of any said Approvals within three (3) calendar days of receipt by the Company.

4.2.  Exclusivity. During the Term of this Agreement. Manager shall serve as
Company’s sole and exclusive manager and provider of the Administrative Services. and
Company shall not engage any other person or entity to furnish Company with any sites for
conduct of its Operations. any policies or procedures for conduct of the Operations, or any of the
tinancial or other services provided hereunder by Manager. Manager may assign its rights
hereunder to manage the operations (but not under the Option) to San Diego Bailding Ventures,
LLC, or such other entity formed for such purpose by Manager. and Company and Old Operators
acknowledge its approval of such assignment.

43, Representations and Warranties of Company. Company represents and warrants
10 Manager as follows;

4.3.1. Company is a duly organized, validly existing and in good standing under the
laws of California. The Company represents and warrants that. 10 Company’s knowledge. it
holds or is pursuing all required Approvals. which for purposes of this Agreement means
collectively all applicable California San Diego City and San Diego County licenses, approvals.
permits, authorizations. registrations and the like required by any governmental organization or
unit having jurisdiction over Company or the Facility necessary to permit the Company 10 own
and operate the Facility as a cannabis cultivation site,

4.3.2. The Company has full power, authority and legal right to execute, perform and

timely observe all of the provisions of this Agreement. The Company’s execution. delivery and
performance of this Agreement have been duly authorized.

7
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4.3.3. This Agreement constitutes a valid and hinding obligation of the Company and
does not and will not constitute a breach of or default under the chanter documents. membership
agreements or bylaws as the case may be of Company or the terms. conditions. or provisions of
any law, order. rule, rs,bulauon. judgment. decree. agreement. or instrument to which Company
is a party or by which it or any of its assets is bound or affected, |

4.3.4. Company shall, at its own expense, keep in full force and effect its legal
existence: and Company shall make commercially reasonable efforts to obtain. as and when
required for the performance of its obligations under this Agreement, and to maintain the
Approvals required for it timely to observe all of the terms and conditions of this Agreement.

4.3.5. Company is the sole owner of the real property on which the Facility is located
and is the sole owner of the improvements comprising the Faeility and all real and personal
propetty located thercin. The Company has full power. authority and legal right to own such real
and personal property.

4,3.6. Thereisno Imgauon or proceeding pending or threatened against Company that
could reasonably be expected to adversely atfect the validity of this A,L_,rcument or the ability of
 Company to comply with its obligations under this Agreement.

4.3.7. The Company nor any of its agents or subsidiaries has received any notice of
revocation. modification. denial or legal or administrating proceedings relating to the denial.
revocation or modification of any local or state approvals. which. singly or in the aggregate.
would prohibit the Company’s Operations ar the Facility.

S. FINANCIAL ARRANGEMENTS

5.1 All net income. revenue, cash flow. and other distributions from Qperations will
be held by Manager as a Management Fee, subject to Manager's turther obligations to make
payments and pay rent and expenses as otherwise provided herein.

5.2 Once the current tenancy is extinguished. Manager shall pay to Company a
monthly rental of $16,000 for its use of space at the Facility. The Old Operators shall pay the
NNN expenses for the Facility and the debt service on any liens until the existing tenants have
vacated the Facility, whereupon the Manager shall take on the responsibility for the NNN
expense and remit $18.200 in monthly rental payments.

3.3, The Old Operators and Manager will split the costs of CLP and other mitigations
50¢50. and once the Option is exercised. the Manager (or its assignece) and the Old Operators will
own the property and cash flows from Manager on a 30/50 basis.

54 The Old Operators are and will remain solely responsible for the len on the

property of approximately $1,250,000, and shall make all payments due thereunder on a timely
basis pursuant fo the terms of the indebtedness.
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5.5  Prior to the closing ol Manager’s exercise of the Option, one third (1/3) of any
remaining net income is to be paid to Company (it being understood and agreed that the Roselle-
Guaranteed Payments, once due. are credited toward this payment of 1/3 of remaining net
income sharing,) All such payments constitute a material part of Manager™s obligations under
this Agreement,

6. TERM AND TERMINATION

6.1.  Term. Subject to the provisions contained in this Agreement. this Agreement
shall commence as of the Effective Date and continue in fall force and effcet for a period of
twenty (20) years.

6.2,  Termination. Exceptas provided hercin, this Agreement is ma terminable by any
Party and may only be not-renewed at the option of the Manager at the expiration of the term
hereunder through the provision of ninety (90) days® advance written notice. This Agreement
may be terminated through mutual consent of’ Manager and Company. This Agreement may also
be terminated at the option of the Manager if the Operations fail to obtain either (1) any CUP or
other local approvals, or (ii) the required California State permissions and licenses. in each case
10 allow the conduct of Operations at the Facility. This Agreement may be terminawed at the
option of the Company upon the failiwe by Manager to make any payments as are required
herein. and such failure has gone uncured for twenty-five (25) days following notice to Manager
by Company and/or the Old Operators.

7. RECORDS AND RECORD KEEPING

7.1, Access to Information. Company hereby authorize and grants to Manager full
and complete access to all information, instruments. and documents relating to Company which,
may be reasonably requested by Manager to perform its obligations hereunder, and shall disclose
and make available to representatives of Manager for review and photocopying all relevant
books, agreements. papers, and records of Company. Manager shall further timely provide
Company with all books and records generated from Operations. This shall be a continuing
obligation of the Parties following the termination of this Agreement to the extent needed 10
implement the terms contained herein.

8. OPTION TO PURCHASE

8.1  Gramt of Option. Company hereby grants Manager an option to acquire a
50% interest in the Facility. as well as 50% of all applivable permits and rights thereto, that
constitutes the land, buildings and improvements owned by the Company at and for the Facility
location ("Option™). The Option is granted for and in consideration of Manager’s payment of a
non-refundable Option fee towards the Option Exercise Price of Seventy Five Thousand Dollars -
($75,000.00). which $75.000 shall be paid to Old Operators on March 15, 2018, regardiess of
whether Option has been exercised. '

W
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a. The Old Operators and Manager acknowledge that the real estate interest shall
not be conveyed free and clear of all liens, but that existing liens on the real
estate will remain in effect. The Old Operators agree that they will be
personally responsible for the existing at the time of Closing of Escrow us
follows:

i. The Old Operators will be solely and personally responsible for
paying in a timely fashion and ultimately paying off, the first
lien of approximately $1.250.000. They hereby indemnify
Manager and its successors from and against any and all
claims, damages. or payments that the lien holder or its
successor may seek in enforcing its security interest and lien
rights with respect to the property.,

8.2 Option Exercise Price. The Option for this 50% interest shall be exercised by the
Manager sending notice of exercise to the Company. Thercafter, before the Closing Date.
Manager shall deposit into Escrow the following amounts {each an independent “Option
Exercise Price™) depending upon the date of the notice of exercise as follows:

Date of Option Exercise:

December 31, 2017 (or prior) $2.250,000
March 31, 2018 (or prior) $2.375.000
June 30, 2018 (or prior) $2.500.000

8.3 Closing of Esgrow.  Escrow shall close on or before the sixtieth (60™) day
following the Date of the Option Exercise, at the mutual direction of the Parties. with a qualified
escrow company located in San Diego County. The Parties shall cooperate and execute such
documents as are required to transfer the 50% interest in the land. building. and improvements 1o

the Manager at the time of Closing. with the protections for Manager against lien holders as
stated in 8.14. above.

8.4  Expiration of Option. If Manager does not exercise the Option prior to July 1.
2018, all of Manager’s rights to exercise this Option shall expire. The expiration of the Option
shall not affect or alter the non-Option related terms of this Agreement.

8.5  Manager's Operating Agreement — Old Operator’s Ownership in Manager. It is
the intent of the Parties to. upon exercise of the option hereunder at Section 8.1, grant Old
Operators. or their designee, a 33% ownership interest in the Series applicable to the Rosclle
Facility in San Diego Building Ventures, LLC. a Delaware Series Limited Liability Company.
Such ownership interest shall become effective as of the closing of the Option. and the Parties
shall incorporate into that Operating Agreement Series such terms as are reflected in that certain
L.0! dated October 17. 2017 among the Parties with respect to Managers of the Series and related

e O :
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issues set forth therein. The terms of the Operating Agreement for San Diego Building Ventures,
LLC shall govern the operations of the Roselle Facility and the Manager upon the closing of the
Option. The Parties shall cooperate on the final structural decisions and documentation
consistent with the terms contained in the LOI. From and after the ¢losing of Manager's
exercise of the Option. this new management company shall further take over all of the
Manager’s duties and responsibilities as outlined in this Agreement.

8.6. Grantof CUP. Notwithstanding anything else contained in this Agreerent. no
obligation. passage of time, date. or other matter with respect to the Option shall become
effective until the City of San Diego has granted the Facility a conditional use permit (~CUP™)
permitting the Company’s Operations to the satisfaction of Manager In that regard each of the
dates set forth in Section 8.2 above are tolled until the 30, 90™, and 150" day. respectively.

tollov«,mg, s the ¢ g,rdmmg y of the CUP. to Manager’s satisfaction. The expiration date of the ()ptmn
in section 8.4. ahove. is similarly tolled.

9, GENERAL

9.1. Conversion. At the option of Manager and in consultation with the Old
Operators. any nonprofit may be converted into a for-profit.entity and owned as the Parties may
otherwise agree, and as is required for compliance with taw,

9.2. Indemnification.

9.2.1. Indemnpification bv Company. Company hereby agree ta indemnify,
defend. and hold harmiess Manager, its officers, directors. owners. members. employees. agents,
affiliates. and subcontractors. from and against any and all claims, damages, demands.
diminution in value, losses. liabilities. actions, lawsuits and other proceedings. judgments. fines.
assessments, penalties, awards. costs, and expenses (including reasonable attorneys® fees) related
to third party claims, whether or not covered by insurance. arising from or relating to any willful
misconduct relating to the breach of this Agreement by Company. The provisions of this Section
shall survive termination or expiration of this Agreement. Company shall immediately notify
Manager of any lawsuits or actions. or any threat thereof. that are known or become known to
Company that might adversely affect any interest of Company or Manager whatsoever.

92.2. Indemnification by Manager. Manager hereby agrees to indemnify,
defend. and hold harmless Company. their respective officers. directors, sharcholders, employees
and agents from and against any and all claims. damages, demands. diminution in vatue. losses,
liabilities. actions. lawsuits and other proceedings, judgments. fines. assessments. penalties, and
awards, costs. and expenses (including reasonable attorneys’ fees). whether or not covered by
insurance, armng, from or relating to (a) any material breach of this Agreement by Manager. {b)
any acts or omissions by Manager and its employees to the extent that such is not paid or covered
by the proceeds of insurance. and (¢) all other Operations conduct at the Facility as part of
Manager providing Administrative Services to the Company The provisions of this Section shall
survive termination or expiration of this Agreement. Notwithstanding the foregoing. Manager
shall not indemnify Company for the acts or omissions of others employed or engaged by
Company. or for matters relating to operations at the two downstairs suites unless due w the

//m : C 1
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gross negligence of the Manager. Manager shall immediately notify Company of any lawsuits or
actions. or any threat thereof, that are known or become known to \fiamu.u that might adversely
affect any interest of Manager or Company whatsoever,

9.3, Dispute Resolution. In the event that any disagreement. dispute or claim arises
among the Parties hereto with respect to the enforcement or interpretation of this Agreement or
any specitic terms and provisions hereof or with respect to whether an alleged breach or default
'hereof has or has not occurred (collectively. a "Dispute™)., such Dispute shall be settled in
accordance with the following procedures; '

9.3.1. Meet and Confer. Tn the event of a Dispute among the Parties hereto. a
Party may gi»e written notice to all other Partics setting forth the nature of such Dispute (the
“Dispute Notice™). The Parties shall meet and confer in San Diego County 1o discuss the
Dispute in good faith within five (5) days following the other Parties” receipt of the Dispute
Notice in an attempt to resolve the Dispute. All representatives shalt meet at such date(s) and
time(s) as are mutnally convenient to the representatives of each participant within the “Meet and
Confer Period™ (as defined herein below).

9.3.2. Mediation. I the Parties are unablc to resolve the Dispute within ten (10)
days following the date of receipt of the Dispute Notice by the other parties (the ~Meet and
Conter Period™). then the parties shall attempt in good faith 1o settle the Dispute through
nonbinding mediation under the Rules of Practice and Procedures (the “Rules™) of ADR
Services. Inc. ("ADR Services™} in San Diego County within thirty (30) days of delivery of the
initial Dispute Notice. A single disinterested third-party mediator shall be selected by ADR
Services in accordance with its then current Rules. The Parties 1o the Dispute shall share the
expenses of the mediator and the other costs of mediation on a pro rata basis.

3.3, Arbitration. Any Dispute which cannot be resolved by the Parties ag
outlined above, such Dispute shall be resolved by final and binding arbitration (the
~Arbitration™). The Arbitration shall be initiated and administered by and in accordance with the
then current Rules of ADR Services. The Arbitration shall be held in San Diego County. unless
the parties mutually agree to have such proceeding in some other locale: the exact time and
location shall be decided by the arbitrator(s) selected in accordance with the then curtent Rules
of ADR Services, The arbitrator(s) shall apply California substantive law. or federal substantive
law where state law is preempted. The arbitrator(s) selected shall have the power to enforce the
rights. remedies. duties, liabilities. and obligations of discovery by the imposition of the same
terms. conditions, and penalties as can be imposed in like circumstances in a civil action by a
court of competent jurisdiction of the State of California. The arbitrator(s) shall have the power
to grant all legal and equitable remedies provided by California law and award compensatory
damages provided by California law. except that punitive damages shall not be awarded. The
arbitrator(s) shall prepare in writing and provide 1o the Parties an award including factual
findings and the legal reasons on which the award is based. The arbitration award may be
enforced through an action thereon brought in the Superior Court for the State of California in
San Diego County. The prevailing party in any Arbitration hereunder shall be awarded
reasonable attorneys” fees, expert and nonexpert witness costs and any other expenses incurred

397583.2
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directly or indirectly with said Arbitration. including without limitation the fees and expenses ot
the arbitrator(s). .

THIS ELECTION OF AN ALTERNATIVE DISPUTE PROCESS 1S AN AFFIRMATIVE
WAIVER OF THE PARTIES® RIGHTS TO A JURY TRIAL UNDER CALIFORNIA LAW,
Cal. C. Civ. Pro, Sec 631. BY SIGNING BELOW. EACH PARTY IS EXPLICITLY .
WAIVING JURY TRIAL AND AUTHORIZING ANY AND ALL PARTIES TO FILE THIS

WAIVER WITH ANY COURT AS THE WAIVER REQUIRED UNDER Cal. €. Civ. Proc.
See, 631(H2):

URY TRIAL WAIVED:

// o %/AA

.v:

By:

Old Operatgrs; ‘
B"Zr/% A % % Bw/%

94.  Entire Agreement: Amendment. This Agreement constitutes the entire agreement
among the Parties related to the subject matter hereof and supersedes all prior agreements,
understandings, and letters of intent relating to the subject matter hereof. This Agreement may
be amended or supplemented only by a writing executed by all Parties. The Remtals of this
Agreement are incorporated herein by this reference.

9.5.  Notices. All notices. requests. demands or consents hereunder shall be in writing
and shall be deemed given and received when delivered. if delivered in person. or four (4) days
after being mailed by certified or registered mail, postage prepaid. return receipt requested. or
one (1) day after being sent by overnight courier such as Federal Express, to and by the Parties at
the following addresses, or at such other addresses as the Parties may designate by written notice
in the manner set forth herein:

If 1o Manager: SoCal Building Ventures. LLC

13
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If to Company:

If to Old Operators:
9.6. Counterparts. This Agreement may be executed in any number of counterparts.

each of which shall be an original. but all of which. when taken together. will constitute one and
the same instrument,

9.7.  Governing Law. This Agreement shall be construed and governed in accordance
with the laws of the State of California, without reterence to conflict of law principles.

9.8.  Assignment. Unlessexpressly set forth to the contrary hereinabove. this
Agreement shall not be assignable by any Party hereto without the express written consent of the
other Pariies: provided. however. Old Operators may assign their holding interest to Monarch or
another legal entity owned by the Old Operators. and SoCal Building Ventures. L.1.C may assign
all or a portion of its rights and obligations to San Diego Building Ventures. LLC.

9.9,  Waiver. Waiver of any agreement or obligation set forth in this Agreement by
either Party shall not prevent that party from later insisting upon full performance of such
agreement or obligation and no course of dealing. partial exercise or any delay or failure on the
part of any Party hereto in exercising any right, power. privilege. or remedy under this
Agreement or any related agreement or instrument shall impair or restrict any such right, power.
privilege or remedy or be construed as a waiver therefor. No waiver shall be valid against any
Party unless made in writing and signed by the Party against whom enforcement of such waiver
is sought.

9.10. Binding Effect. Subject to the provisions set forth in this Agreement, this
Agreement shall be binding upon and inure to the benefit of the Partics hercto and upon their
respective successors and assigns.

9.11. Waiver of Rule of Construction. Each Party has had the opportunity to consult
with its own legal counsel in connection with the review. drafting. and negotiation of this

/‘1 i C . 14
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Agreement. Accordingly. the rule of construction that any ambiguity in this Agreement shall be
construed against the drafting party shall not apply,

9.12.  Severability. If anyone or more of the provisions of this Agreement is adjudged
to any extent invalid, unenforceable. or contrary to law by a court of competent jurisdiction. each

and all of the remaining provisionS of this Agreement will not be affected thereby and shall be
valid and entorceable to the fullest extent permitted by law.

9.13. [Force Majeure. Any Party shall be excused for failures and delays in performance
of its respective obligations under this Agreement due to any cause beyond the control and
without the fault of such party, including without limitation. any act of God. war. terrorism. bio-
terrorism. riot or insurrection. law or regulation. strike. flood. carthquake, water shortage, fire.
explosion or inability due to any of the aforementioned causes 1o obtain necessary labor.
materials or facilities. This provision shall not release such Party from using its best efforts to
avoid or remove such cause and such Party shall continue performance hereunder with the
utmost dispatch whenever such causes are removed. Upon claiming any such excuse or delay for .
non-performance. such Party shall give prompt written notice thereof to the other Party. provided
that failure to give such notice shall not in any way limit the operation of this provision.

9.14.  Authorization for Agrcernent. The execution’and performance of this Agreement
by Company and Manager have been duly authorized by all necessary laws. resolutions. and
corporate or partnership action. and this Agreement constitules the valid and enforceable
obligations of Company and Manager in accordanee with its terms.

9.15. Duty 1o Cooperate. The Parties acknowledge thal the Partics™ mutual cooperation
is critical to the ability of Manager and Company to perform successfully and efficiently its
duties hereunder. Accordingly. each party agrees to cooperate fully with the other in formuylating
and implementing goals and objectives which are in Company’s best interests.

9.16. Proprictary and Confidential Information. The Parties agree with regard o
Confidential Information that Manager may be given or obtain as a result of Manager's
performance under this Agreement. or vice versa, such Confidential Information is secret.
confidential and proprietary. and shall be utilized only for those purposes of this Agreement or as
otherwise directed or agreed to in writing. The term “Canfidential Information™ means any
information or knowledge concerning or in any way related 1o the practices, pricing. activities,
stralegies. business plans. financial plans, trade secrets. relationships and methodelogy of
Operations of the business. performance of the Administrative Services. or other matter relating
to the business. The Parties shall take appropriate action 1o ensure that all emiployces permitied
access 1o Confidential Information are aware of its confidential and proprietary nature and the
restrictions placed on its use. The Parties shall not reproduce or copy the Confidential
Information of the Company, or any part thereof. in any manner other than is necessary 1o
perform under this Agreement, and no Party shall disclose or otherwise make the Confidential

Information available to any other person, corporation, or other entity. except to the other Party.
or as otherwise required by law,

9.16.1 All Confidential Information constitutes a valuable. confidential. special and
unique asset. The Parties recognize that the disclosure of Contidential Information may give rise
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to irreparable injury or damage that are difficult 1o calculate. and which cannot be adequately
compensated by monetary damages. Accordingly. in the event of any violation or threatened

violation of the confidentiality provisions of this Agrcement. a non-violating Party shall be
entitled to an injunction restraining such violation.

9.17  Additional Assurances. The provisions of this Agreement shall be self-operative
and shall not require further agreement by the Parties: provided. however. at the request of either
Party. the other Party shall execute such additional instruments and take such additional acts as
are reasonable and as the requesting Party may deem necessary to effectuate this Agreement.

9.18 Consents. Approvals, and Exercise of Discretion. Whenever this requires any
consent or approval to be given by either Party, or cither Party must or may exercise discretion,
and except where specifically set forth to the contrary, the Parties agree that such consent or

approval shall not be unreasonably withheld or delayed. and that such discretion shall be
reasonably exercised. ‘

9,19 Third Partv Beneficiaries. Except as otherwise provided herein. this Agreement
shall not confer any rights or remedies upen any person other than Manager and Owner and their
respective successors and permitted assigns.

S
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IN WITNESS WHEREQF. the Parties agree to the foregoing terms of agreement through
the exccution below by their respective. duly authorized representatives as of the Effective Date.

“COMPANY”

Roselle Pmp/rt's. LLC ‘

By: ,{ﬂ M
174

“MANAGEB}””

SoCal ?/uilding Ventures, LLC /

2. V
*OLD OPEBATORS”

By: V% AL %//«/’”
ByM

By:

[ts: S~

RLERE £
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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

Email: chasgoria@gmail.com

Attorneys for Defendants CHRIS HAKIM
MIRA ESTE PROPERTIES LLC, and
ROSELLE PROPERTIES LLC

SUPERIOR COURT OF THE STATE OF CALIFORNIA

COUNTY OF SAN DIEGO, CENTRAL DIVISION

SALAM RAZUK]I, an individual
Plaintiff

\'E

NINUS MALAN, an individual; CHRIS

. HAKIM, an 1nd1v1dua1 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;

_ Defendants. '

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

(Unlimited Civil Action)

ANSWER OF DEFENDANTS‘ CHRIS

HAKIM, MIRA ESTE PROPERTIES LLC,

AND ROSELLE PROPERTIES LLC TO
UNVERIFIED FIRST AMENDED ‘
COMPLAINT ‘

I/C Judge: Hon. Eddie C. Sturgeon

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

IMAGED FILE

)

Hakim.Answer. FAC
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COMES NOW, defendants CHRIS HAKIM, MIRA ESTE PROPERTIES LLC, and
ROSELLE PROPERTIES LLC, and severing themselves from their Co-Defendants, answer the
unverified First Amended Complaint for Damages (“Complaint™) on file herein by denying, pursuant
to Code of Civil Procedure Section 431.30(d), generally and specifically each and all allegations
thereof.

FIRST AFFIRMATIVE DEFENSE
(Failure to State Cause of Action)

As a further, separate and First Affirmative Defense, Defendants allege that the Complaint,
and each and every purported cause of action therein alleged, fails to state facts sufficient to

constitute a cause of action against these answering Defendants.

#

SECOND AFFIRMATIVE DEFENSE
(Comparative Negligence)

As a further, separate and Second Affirmative Defense, Defendants allege that the
Complaint, and each and every purported cause of action therein alleged, are barred by réason that
at the time and place of the incidents alleged, Plaintiff or his agents did not exercise ordinary and
reasonable care, ‘caution or prudence to avoid such incidents or to protect themselves from damage
or irij ury, and the resulting damage, if any, sustained by Plaintiff and/or his agbent‘s‘ was proximately

caused and contributed to by the comparative negligence of Plaintiff and/or his agents.

THIRD AFFIRMATIVE DEFENSE
(Breach by Plaintiff)

As a further, separate aﬁd Third Affirmative Defense, Defendants allege that the Complaint,
and each and every purported cause of action therein alleged, are barred by reason that any failure
on the part of these answering Defendants to perform the obligations as alleged in said Complaint

are excused by the breaches of Plaintiff and/or his agents or representatives in failing, refusing and
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4496




1.0
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

27

neglecting to perform their obligations under the subject statutes and/or agreements and/or

otherwise, which performance by Plaintiff and/or his agents was and is a condition precedent to any |

obligation of these answering Defendants.

FOURTH AFFIRMATIVE DEFENSE
(Privilege)

As a further, séparate and Fourth Afﬁrmative Defense, Defendants allege that the
Complaint, and each and every purported cause of action therein alleged, is barred by reason that

the alleged acts and conduct of these answering Defendants were and are privileged.

FIFTH AFFIRMATIVE DEFENSE
(Statute of Limitations)

Asa fuﬂher, separate and Fifth Affirmative Defense, these answering Defendants allege that
the Complaint, and each and every purported cause of action therein alleged, iare barred by fhe
Statute of Limitations, including.but not limited to Code of Civii Procedure Sections 337, 338, 339,
340, and 343.

SIXTH AFFIRMATIVE DEFENSE
I (Waiver) ; ‘

As a further, separate and Sixth Affirmative Defense, Defendants allege that the Complaint,
and each and every purported cause of action therein ‘alleged, are barred by reason that Plaintiff
and/or his agents waived any and all rights it méy have had under the purported agreement or
agreements and/or statute or stétutes by failing, refusing, aﬁd neglecting to properly perform their
obligations thereunder and by undertaking other conduct, the exact nature of which will be inserted

herein by amendment or proved at the time of trial.

SEVENTH AFFIRMATIVE DEFENSE
(Estoppel)

As a further, separate and Seventh Affirmative Défense, Defendants allege that the

3
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Complaint, and each and every purported cause of action therein alleged, are barred in that Plaintiff
and/or his agents are estopped to assert any breach of any obligations by these answering
Defendants by reason of the affirmative malfeasance, misfeasance, or intentional 'misconduct of
Plaintiff and/or his agents, which conduet or omissions estops them from asserting any breach of

obligation by these answering Defendants.

EIGHTH AFFIRMATIVE DEFENSE
(Failure to Give Adequate Notice)

As a further, separate and Eighth Affirmative Defense, Defendants allege that the
Complaint, and each and every purportéd cause of action therein alleged, are barred by reason that
Plaintiff and/or his agents failed to give reasonable, timely, sufficient and adequate notice relative to
the alleged damage or injury complained of, and that by reason thereof, the Complajnt and each and
every cause of actionallegéd therein are barred as‘ against these answering Defendants.

- NINTH AFFIRMATIVE DEFENSE
(Lack of Basis for Remedies Alleged)

As a further, separate and Ninth Affirmative Defense, these answering Defendants allege
that the injuries and damages cbmplained of by Plaintiff do not accurately reflect the actual injuries
and damages, if any, sustained by Piaintiff, and by reason thereof, the reme(iies requested by
Plaintiff are barred. |

TENTH AFFIRMATIVE DEFENSE
* (Third-Party Negligence)

As a ﬁthllér? separate and Tenth Affirmative Defense, these .answering Defendants allege
that the losses and damages complained of by Plaintifﬂ if any, were proximately caused by the sole
negligence, acts, omissions and faﬁlts of parties, indifliduals and organizations other than these

answering Defendants.
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ELEVENTH AFFIRMATIVE DEFENSE
(Lack of Compliance with Statutory Obligations)

As a further, separate and Eleventh Affirmative Defense, these answering Defendants allege
that Plaintiff and/or his agents have failed to comply with the applicable statutory provisions for
asserting the causes of action alleged in the Complaint, and accordingly, are barred from asserting

said claims in this action.

TWELFTH AFFIRMATIVE DEFENSE
(Failure to Mitigate)

As a further, separate and Twelfth Affirmative Defense, these answering Defendants allege
that the Complaint, and each and every purported cause of action therein alleged, is barred by
reason of the failure to mitigate damages and injuries by Plaintiff and/or his agents.

THIRTEENTH AFFIRMATIVE DEFENSE
(Laches)

As a further, separate and Thirteenth Affirmative Defense, Defendants allege that the
Complaint, and each and every purported cause of action ﬂlerein alleged, is barred by reason that
Plaintiff and/or his agents delayed an unreasonable period of time before asserting any purported
rights under said stattﬁe or statutes or agreement or agreements, which delay has been prejudicial to. -
Defendants. That by reason thereof, and based on the doctrine of laches, said causes of action

alleged in the Complaint are barred.

FOURTEENTH AFFIRMATIVE DEFENSE
(Assumption of Risk)

As a ﬁu“ther,.isep‘arate and Fourteenth Affirmative Defense, Defendants allege that the
Complaint, and each and every purported cause of action therein alleged, are barred by reason that
Plaintiff and/or his agents, with full knowledge of all risks attendant thereto, voluntarily and
knowingly assumed any and all risks attendant upon the conduct referred to in said Complaint, and

all purported damages alleged to be related thereto Were pfoxirnately caused thereby. Alternatively,

5
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Defendants allege that any damages suffered by Plaintiff should be reduced based upon the

comparative fault, negligence, and carelessness of Plaintiff and/or his agents.

FIFTEENTH AFFIRMATIVE DEFENSE
(Unclean Hands/In pari delicto)

As a further, separate and Fifteenth Affirmative Defense, Defendants allege that the
Complaint, and each and every purported cause of action therein alleged, are barred in that Plaintiff
and/or his agents are guilty of wrongful misconduct and/or omissions in connection with the
transaction(s) or event(s) forming the basis of this litigation and should therefore be barred from all
legal or equitable relief requested in the Complaint or otherwise by reason of their unclean hands

and by the doctrine of in pari delicto.

SIXTEENTH AFFIRMATIVE DEFENSE
- (Lack of Privity)

As a further, separate and Sixteenth Affirmative Defense, these answering Defendants allege
that the Complaint, and each and ev_ery‘purported cause of action therein alleged, are barred in that
Plaintiff was not and is not in privity of contract with these answering Defendants.

SEVENTENTH AFFIRMATIVE DEFENSE
(Reasonable Grounds for Actions)

As a further, separate and Seventeenth Affirmative Defense, Defendants allege that penalties
and/or punitive damages should be denied or reduced becaus_e any -acts or omissions of
Defendants were in good faith and Det‘eﬁdant had reasonable grounds for believing that the acts
or omissions did not violate any statutes or other laws relating to thé matters alleged in the

Complaint.
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EIGHTEENTH AFFIRMATIVE DEFENSE
(Good Faith)

As a further, separate and Eighteenth Affirmative Defense, these answering Defendants
allege that the Complaint and each and every purported claim therein alleged are barred in that each
and every act and/or omission alleged against these answering Defendants was done or omitted in
good faith and in conformity with the law, that defendant had reasonable grounds for believing
that its conduct did not violate any provision of the purported applicable codes of the State of
California, and that any purported violation of any statute or statutes as alleged in the Complaint

was unintentional.

NINETEENTH AFFIRMATIVE DEFENSE
(Statute of Frauds)

As a further, separate and Nineteenth Affirmative Defense, Defendants allege that the
Complaint, and each and every purported cause of action therein alleged, is barred by the Statute of

Frauds, including but not limited to Civil Code Section 1624.

TWENTIETH AFFIRMATIVE DEFENSE
~ (Accord and Satisfaction)

As a further, separate and Twentieth Affirmative Defense, Defendants allege that prior to
the commencement of the within action, a bona fide dispute existed between real party in interest

and defendant as to the matters alleged in the Complaint, and prior to the commencement of the

within action, plaintiff and these answering Defendants entered into an accord and satisfaction,

by the terms of which any and all obligations allegedly owed by these answering Defendants
were satisfied and discharged, and that by reason thereof, the Complaint, and each and every '

purported cause of action therein alleged, are barred.

‘TWENTY-FIRST AFFIRMATIVE DEFENSE
‘ (Ratification)

Hakim.Answer. FAC SDSC Case No. 37-2018-34229-CU-BC-CTL
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As a further, separate and Twenty First Affirmative Defense, Defendants allege that Plaintiff
acknowledged, ratified, consented to and acquiesced in the alleged acts or omissions, if any, of these

answering Defendants, thus barring plaintiff from any relief as prayed for herein.

TWENTY-SECOND AFFIRMATIVE DEFENSE
(Intervening/Supervening Acts)

As a further, separate and Twenty Second Affirmative Defense, Defendants allege that
plaintiff is barred from recovery because any injuries or damages alleged by plaintiff, if any, were
the result of new, independent, intervening, or superseding causes that are unrelated to any conduct
of the defendants. Any action on the part of these answering Defendants was not the proximate or
producing cause of any alleged injuries or dan;ages plaintiff claims were sustained. Such
intervening acts or omissions require that any recovery in favor of plaintiff must be apportioned

among all parties and entities responsible for plaintiff’s damages, if any.

TWENTY-THIRD AFFIRMATIVE DEFENSE
(Discharge of Duties)

Defendants are informed and believes and thereon allege that, prior to the commencement of
this action, Defendants duly performed, paid, satisfied, and/or otherwise discharged all of their
duties and obligations arising out of applicable law. | Therefore Defendants allege that any alleged -
failure to perform any statutory or other obligations was excused and/or prevented by the actions

and/or omissions of plaintiff and/or other parties.

TWENTY-FOURTH AFFIRMATIVE DEFENSE
(Impossibility) R

Defendants allege that any duty or obligation they may have had to perform to the benefit of

plaintiff were rendered impossible to perform due to the conduct of plaintiff or other persons and

facts outside of Defendant’s control.
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TWENTY-FIFTH AFFIRMATIVE DEFENSE
(Legitimate, Good Faith Business Reasons)

Defendants’ actions involving Plaintiff, if any, were based solely on legitimate, good- faith,

non-discriminatory business reasons.

TWENTY-SIXTH AFFIRMATIVE DEFENSE
(Injuries Caused by Others)

Defendants allege that any injuries or damages alleged by plaintiff, if any, were caused, in
whole or in part, by the acts or omissions of others, for whose conduct Defendants are not

responsible.

TWENTY-SEVENTH AFFIRMATIVE DEFENSE
(Additional Defenses)

Defendants allege that they may | have other, separate, and. addltlonal defenses of wlnch they.
are not presently aware, and hereby reserve the nght to.assert them by amendment to: tlns answer, as
allowed and pemntted under Cahforma law.

WHEREFORE defendants ‘praybas follows

3. For such other and further rehef as the court deems proper '

Dated: October 1,2018
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Richardson C. Griswold, Esq. (CA Bar No. 246837)

GRISWOLD LAW, APC

444 S, Cedros Avenue, Suite 250
Solana Beach, California 92075
Phone: (858) 481-1300

Fax: (888)624-9177

Attorney for Court-Appointed Receiver
MICHAEL W. ESSARY

SUPERIOR COURT OF CALIFORNIA

FOR THE COUNTY OF SAN DIEGO

SALAM RAZUKI, 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

NOTICE OF ENTRY OF ORDER

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

TO ALL INTERESTED PARTIES AND COUNSEL OF RECORD:

PLEASE TAKE NOTICE that following the hearing on September 7, 2018, the Court in the

above-entitled matter signed the Order Confirming the Receiver and Granting the Preliminary

Injunction.

NOTICE OF ENTRY OF ORDER
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Attached hereto as Exhibit A is a copy of the Court’s signed Order.

Dated: October 11,2018 Respectfully Submitted,

—

Richfardson C. Griswold, Esq.
Attorney for Court-Appointed Receiver,
Michael W. Essary

9.
NOTICE OF ENTRY OF ORDER
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SUPERIOR COURT OF CALIFORNIA
FOR THE COUNTY OF SAN DIEGO

SALAM RAZUKI, 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

[BROPOSED] ORDER CONFIRMING
RECEIVER AND GRANTING
PRELIMINARY INJUNCTION

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

Date:  September 7, 2018
Time: 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,

-1-
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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, LL.C;
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. 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, L.I.C 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.

D
[PROPOSED] ORDER CONFIRMING RECEIVER AND GRANTING PRELIMINARY INJUNCTION
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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
operations at the Balboa Ave Dispensary and the Mira Este Property. All outgoing payments made
in the course of business for the Marijuana Operations shall first 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 property.

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:

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;

c. 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 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/or 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, 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.  Each and every banking, savings and thrift institution having funds on deposit for, or
held for the benefit of the Marijuana Operations, shall cede 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. Receiver 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 operations
at the Balboa Ave Dispensary and may open and maintain separate bank accounts 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, 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 (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,
licenses, Rents and Profits and payments due the Maiijuana 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 to 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-Intervention, 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 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, 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,
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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) Doing any act which will, or which will tend to impair, defeat, dive