WO w1 v th Bl W N

ot

[ JUN N TR N SN N S N T o O 0 T N S e S S e T T S
o S ¥ O N ~— Y - - - D N Y = L V. B S L A - I e~

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
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SUPERIOR COURT OF THE STATE OF CALIFORNIA

COUNTY OF SAN DIEGO, CENTRAL DIVISION

SALAM RAZUKI, an individual

Plaintiff
Vs
NINUS MALAN, an individual; CHRIS
HAKIM, an individual; MONARCH
MANAGEMENT CONSULTING, INC.,,
California corporation; SAN DIEGO
UNITED HOLDINGS GROUP, LLC, a
California limited liability company; FLIP
MANAGEMENT, LLC, a California limited
liabitity 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/CJudge:  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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AND RELATED CROSS-COMPLAINTS

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 RAZUK]I, 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 COMPLAINTS IN INTERVENTION.

COMES NOW, the Cross-complainants, Chris Hakim, Mira Este Properties LLC, and
Roselle Properties LLC, and for causes of action against 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 Haklm 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, whése 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 cmss-éomblainant 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/plain_tjff Salam Razuki (“Razuki”) is an individual who is
believed to reside in San Diego County. On information and belief, he owns or controls Razuki
Investments, 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 Ventures, LLC is designated as an affiliate, as a party to the
below-described management agreements also bearing the titte of “Manager” along with SoCal
Building Ventures, LLC, and as a potential assignee of the obligations owing by SoCal Building
Ventures LLC in the below-described management agreements. Because the two co_nipanies 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 manage 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, emﬁloyee,
shareholder, member, or owner of CCG.

9. Devilish Delights, Inc. (“*DDI”) is a nonprofit mutual benefit corporation 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 DDL

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,
employeé, shareholder, member, or owner of BAC.

11.  FlipManagement, 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 through100,
inclusive, whether individual, corporate, associated, or otherwise, are unknown fo 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 A
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 hercinaﬂer—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, émployee,
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 partﬁership, 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.

| 5. Cross-complainants 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—dcfendants;, 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

Cross-Complaint-Hakim et al. Case No. 37-2018-00034229-CU-BC-CTL
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ratified the acts, conduct, omissions or commiséions 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 whicil it was contemplated that SoCal would
manage the Balboa Dispensary, the Roselle Facility, and the Mira Este Facility. Pursuant
thereto, and although no formal 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—relatéd
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 management 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
Manﬁgcment 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 hgreof.
(“Mira Este Management Agreement”). The Mira Este Management Agréemcnt
required SoCal to manage what would become a marijuana manufacturing

facility at the Mira Este Facility.

Cross-Complaint-Hakim et al. Case No. 37-2018-00034229.CU-BC-CTL
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c. An agreefnent 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 settlei:nent agreement with the
Montgomery Field Business Condominiums Association (“Association”), a commercial owners’

association that governs the Balboa Facility. The Association’s rules ban marijuana dispensaries,

| among other things. The Association sued San Diego United and Malan, amang 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 Dispei];ary regularly paying
fees to the Association, hiring security guards, maintaining and complying with the conditions
of its conditional use permit from the City df San Diego, paying for the Association’s insurance,
keeping the area clean, avoiding city code violations, and complying with the conditionﬁl use
permit requirements, among other terms, If the Balboa Dispensary does not strictly comply with
the settlement, the terms of the special use variance, or the conditional use permit, the settlement
authorizes the Association to revoke the use variance. The settlement agreement also entitles
the Assoéi_ation to revoke the variance “upon sale or transfer of” San Diego United 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,

Cross-Complaint-Hakim et al., Case No. 37-2018-00034229-CU-BC-CTL |
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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 ce&ain 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 wete 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 permif or license. The Roselle Facility was leased to a third-
party tenant. However, the tenant at the Roselle Facility was ready,-willin g, and able to cancel
the leﬁse 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.

| Cross-Complaint-Hakim etal. Case No. 37-2018-00034229-CU-BC-CTL
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23.  Thereafier, and beginning in or about May 2018, SoCal stopped making any and
all payments to cross-complajné;lts 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 intereét in the Balboa Dispensary, Mira Este Facility, or
Roselle Facility that SoCal had been hired to operate; Razuki af 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 Rosel{e 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-compiainants 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 relationship between SoCal on the one hand and cross-complainants and Malan
on the other hand. |

27. ' Razuki’s disparaging and false statements to SoCal did in fact interfere with these
existing contractual relationships. He convinced SoCal to stop making payments reciuired 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
Roselle Facility, SoCal soon began breaching the respective management agreements in other

respects as well, including but not limited to the following:

Cross-Complaint-Hakim et al. Case No. 37-2018-00034229-CU-BC-CTL
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a. Beginning in or about May 2018, SoCal stopped making month!y’
payments of $35,000 owed to MMCI, Hakim and Malan under the terms of the Balboa
Management Agréement.
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 |
seftlement with the Association.
€. SoCal’s record-keeping was substandard, and it “lost™ a lot of inventory —
i.e. marijuana. According to state regulations, if there’s gr;aatcr than & 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. | h
29.  Inaddition to the foregoing, SoCal also breached the management agreements 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 Noteé, several
employeeé 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 prox}isions, including withholding requirements and providing pay period statements.

30.  In further breach of the management agx-eementé, SoCal did not make insurance
payments on time to the Association, violating the settlement agreement with the Association.
This -breaph of the settlement agreement jeopardizes the variance from the Association, which

can be revoked if insurance payments are not timely made.

Cross-Complaint—Hakimret al. Case No. 37-2018-00034229-CU-BC-CTL
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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, In further 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 Dispensﬁry that existed during SoCal’s management. These
violations put the Association variance at risk because the Association can revoke the variance 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 violation could destroy the entire business.

34.  In further breach of the management agreements, SoCal hired a security guard
named Jorge Emilio Aguilar, who ;)wns a company called Archstone International, to Qork at
the Balboa Dispensary. At the time SoCal employed Iﬁrﬁ, there was a criminal case pending
against Aguilar, and the court had issugd a warrant for Aguilar’s arrest.

35.  Infurther 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 act as a private security officer was canceled on

July 31, 2017,

Cross-Complaint-Hakim et al. : Case No. 37-2018-00034229—CU—BC-‘CTL
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37.  Infurther breach of the management agreements and by employing a wanted
cnmmal 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 liéensed, 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.  Infurther 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. “ In further 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 Dlspensary, and failed to keep |
detailed check reglsters and accounting journals chromcllng Balboa stpensary § ﬁnanc:al
fransactions.

40.  In further breach of the management agreements, SoCal disclosed confidential
information about the Mira Este Facility, Roselle Facility, and Balboa Disp;ansary to Razuki, a
man who was prosecuted and convicted for violating laws goyeming 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 & 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 doguments that SoCal has failed to provide despite having a duty to provide,

Cross-Complaint-Hakim et al, Case No. 37-2018-00034229-CU-BC-CTL
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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 all employees, a copy of the security guard company’s license, sales details,
;1ames of customers, names of vendors, and other infofmation.

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 pay the May 2018 minimum guaranteec 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 reimburse MEP for tenant improvements in the amount of

approximately $125,000;
h. Failure to pay the optioﬁ fee of $75,000 due MEP and $75,000 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.

Cross-Complaint-Hakim et al. Case No. 37-2018-00034229-CU-BC-CTL
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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 {oans 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 operating 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.  Oninformation and belief, SoCal intended to use Razuki’s false claims of
oﬁmﬁp as an excuse to stop making payments to the businesses’ true owners, including
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.

4%.  In or about June 2018, Malan gave SoCal 25 days’ notice to cure defaults, as
required by the managément agreemeﬁts. 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
déception and forgery.

51.  OnJuly 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_
to gain access 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

Cross-Complaint-Hakim et al. Case No. 37-2018-00034229-CU-BC-CTL
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were shown the real deed to the building, and the police removed Spillane and the other fake
OWREr.

52. As the police escorted Spillane from the prémises, SoCal employee Spillane
called out to Ninus_‘ Malan, “Salam says hello!” This was a reference to Salam Razuki, the
plaigtiff in this action, and shows that Razuki and SoCal were conspiring to take over the Balboa
Dispensary, Mira Este Facility, Roselle Facility, e;nd related businesses.

53.  In his 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 ihe owner of the Mira Este Facility, holding forged documents.
ihe police did not believe his forged documents either, and he was told to leave,

55.  The natural and probable consequence of Razuki intentic;nally interfering with
cross-complainants’ contractual relationships with SoCal was that cross-complainants would
have to incur expenses and lose profits during the time fhey spend hiring a new manager.

56. Another natural and probable cons;:quence of Razuki mtenﬁona{lly 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 interfering
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
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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 Dispensary. 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 Dispensary, Mira Este Facility, and Rose¢lle
Facility and did not return it, instead converting it to their own use and benefit.

63.  Asmanager 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
informatién. SoCal was obligated to dev-ote 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 apﬁroximately
November 2017 to July 10, 2018, SoCal owed fiduciary duties to cross-complainants and
each of them.

64.  As aresult of the breaches of the respecti\%e 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.  As alleged in more detail hereinabove, SoCal breached the Balboa Management
Agreement by drinking alcohol on the job, con‘suﬁlixlg matijiana 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 paymenfé required by the Balboa .
Management Agreement, failing to comply with the terr'ns 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 ai the Balboa Dispensary and around it, incurring

code enforcement violations from the City of San Diego, and committing the other 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,t0
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 prod‘u;:ts‘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
confract, 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 réquired 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-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 — defeﬁdahts 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. |

78.  Asadirect 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
approximately 40 coﬁditional 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 obtain one of the 40 permits. Had SoCal

properly performed its obligations to process and utilize its best effotts to obtain one of the 40
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permits for cannabis-related manufacturing, the Rqselle Facility would have been issued one of
the 40 CUPs.

79.  Obtaining one of the 40 conditional use permits was known by all parties at all
times both prior to and after the execution of the Roselle mahagement agreement as beiﬂg 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 ﬁnknown, cross—complaiﬂants will seek leave to amend this
cross-complaint to insert same or prove same at the time of trial.

81.  As afurther 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-complainants will seek leave 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-comi)lainants 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
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
performance of any and all other obligations required 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 souglit 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 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.
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As a further direct and proximate result of Razuki’s interference and tortious misconduct, SoCal
also began breaching the Balboa Management Agreément in other respects, all as more
particularly alleged hereinabove.

89.  Asaproximate result of Razuki’s conduct and the breach of said management
agreement by SoCal, cross-complajnanf[s 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, cros;s-complainants are entitled to exemplary and punitive da:ﬁages 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 length.
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.
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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 F acility.

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 ownershiﬁ interests, and Razuki asked SoCal to breach its contracts with Malan
and cross-cbmplainants by ceasing payments due under its agreements and ceasing the
performance ;Jf any and all other obligations required of it under said management agreement.

96.  Cross-complainants are further informed and believe and thereon allege that r
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 relationshiﬁ 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,

100. Razuki’s disparaging and false statements to SoCai 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
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to undertake other actions directed at injuring and damaging cross-complainants rights éﬁd
interests in and to said management agreement, ;.1]! 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, cross-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 wﬁtten 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.Facilit,y.

107. 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, ceasing the performance
of any and all other obligations required of it under said managemént 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
Razukl 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-complainants and Malan
on the other hand, and to induce SoCal to stop performing and to breach said management
agreement with cross-complainants. .

110. 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.
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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-

coinp]ai_nt 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 accepted asa result of the parties’ business relationship in |
which SoCal undertook to act for and on behalf of cross-complainant 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
minimunﬁ-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 amendment or provéd 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, Hakim and Malan. In éddition 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
MMC]I, Bakim 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.
Raz-uki 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 fo 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 ¢ross-complainant’s rights
and interests, and with the probability that cross-complaiﬁants would be. injured and damaged.
By reason thereof, cross-complainants are entitled to exemplary and punitive damages i'n

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 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-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, ?.nd 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 pursning the business of the Mira Este Facility, 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.

125. 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 payments to said cross-complainants and stopping the
process;ng for and obtaining of permits, approvals, and other 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 of injuring and damaging cross-complainant’s right to receive the payments
alleged hereinabove, and cross-complainant's rights and interest in obtaining the necessarS'
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 aﬁd 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 of the Mira Este Facility. Razuki
ﬁonetheiess 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
Facility, including cross-complainant's right to receive payments as alleged hereinabove and
cross-complainant's rights and interest in obt;ining the necessary liceﬁsing and approvals to
operate the Mira Este Facility as a cannabis manufacturing facility.

129. 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, said cross-complainants have been
damaged. Said cross-complainants were caused to suffer damage and lose amounts due them all
as more particularly alleged hereina'f)ove. Cross-complainants wiil 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-complaingnts would be injured :;md 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-complainants 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-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 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 Fa‘tcility, undertook substantial efforts
with Razuki to undermine the interests of said cross-complainants and to promote the iﬁterests 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 injuring and damaging cross-
complainant’s rights and interests in its right to receive monies under the management agmement
and in obtaining a CUP as one of only 40 CUPs available in the City of San Diego, and
preventing cross-complajnaflts from obtaining same.

136. In furtherance of SoCal’s goal to injure and damage cross-complainants as alleged
hereinabove, Soéal ceased making payments to said cross-complainants, ceased undertaking the
processing for and obtaining of permits, approvals, and other necessary acts required to open the
Roselle Facility for operations, and undertook other actions alleged hereinabove.

137. At all times herein mentioned, Razuki was aware of SoCal’s position as managér
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-’lcomplajnants‘ relative to the operation of the Roselle Facility. Razuki
nonetheless encouraged; 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 agreeme'ni and to
obtain a CUP as one of only 40 CUPs available in the City of San Diego, and preventing cross-
complainants from obtaining same.

138.  As a direct and proximate result of SoCal’s breach of fiduciary duty and duty of
loya_l_ty 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 represeﬁting 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,  Forreasonable attorney’s fees;
5. For all costs of suit herein incurred,
6. For punitive and exemplary damages; and,
i
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7. For such other and further relief as the Court deems just and proper.

Dated: /&%// s By:

Cross-Complaint-Hakim et al.

GORIA, WEBER & JARVIS

Al

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

35 -




EXHIBIT 1



AT D

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 corporation, and San Diego United
Holdings Group, LL.C, a California limited liabjlity company (collectively, the “Company” and
“Qptionor” as context requires), Monarch Management Consulting, Inc., a California
corporation (individually referred to herein as “Monarch™), Chris Hakim, an individuai, and
Ninus Malan, an individual (together, the “Old Operators™) (collectively, the “Parties”).

RECITALS

WHEREAS, .

A.  Company is a California mutual benefit corporation (which may also be referred
to herein as the “Nonprofit”) which operates a medical marijuana dispensary for the benefit of its
members (the “Operations™), and is in need of business:consulting, accounting, administrative,
techiological, managerial, human resources; financial, intellectual propetty, and related services
in ‘order to provide services to its patients. The Company operates its dispensary at 8863 Balboa
Avenug, Suite E., San Diego CA 92123 and 8861 Balboa Avefive, Suite B, San Diego, CA
92123 (collectively, the “Facility”), for whick a CUP has been submitted with the City of San
Diego for such purposes. San Diego United Holdings Group, LLC owns the Facility in fee
simple, as well five (5) other parcels within the HOA where the Facility is located. The Facility
needs to receive HOA. approval before commencing Operations at the site.

B.  Manager is engaged in the business of providing administrative and management
services to health care entities and has the capacity to manage and administer the operations of
Company and to furnish Company with appropriate managerial, administrative, financial; and
technological support (the “Administrative Services”). Manager may assign its obligations
hereunder to an affiliate, San Diego Building Ventures, LL.C, which shall also be “Manager”
hereunder as if an initial party hereto. ‘

C. Company desires management assistance in the Operations. To accomplish this
goal, Company desires to engage Manager to provide Administrative Services as are necessary
and appropriate for the day-to-day administration aind management of the Operations, and
Manager désires to provide Administrative Services to Compaiy, all upon the terms and subject
to the conditions set forth in this Agreement.

D. Manager is also seeking an option to acquire a 50% ownership interest in the
Facility, and Company is willing to grant such an option as provided herein.

Y



NOW, THEREFORE, in consideration of the mutual promises contained herein and for
other good and valuable consjderation, the receipt and sufficiency of which are acknowledged by
the Parties, the Parties agree as follows:

TERMS OF AGREEMENT

1. ENGAGEMENT

1.1. Engagementof 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 ofthe
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 5o long as'the
Administrative Services are provided in compliance with this Agreement. For purposes of this
Agreement, “Adtinistrative Services” shall not include any mariagement services relatingto -
ownership of the Facility by San Diego United Holdings Group, LLC 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 particuldr amount or. level of
income to the Company, Specifically, Manager has not represented that its Administrative
Services will resuit in hlgher revenues, lower expenses, greater profits, or growth in the number
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 appoinmient.

13. Power of Attorney. In connection with billing, collection, banking, and related
services incident to or urider the Administrative Services to be provided hereunder; Company, in
accordance with applicable law, hereby grants to Manager a limited power of attorney and
appoints Manager as Company’s true.and lawful agent and attorney-in-fact consistert with
Manager’s duties under this Agreement, and Manager hereby accepts such special power of
attorney and appointment, for the following purposes:

i.  To submit bills in Company’s name and on Company’s behalf, mcludmg 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.

ii. Tao collect and deposit all amounts received, including all cash received,
patient co-payments, cost reimbursements, co-insurance and deductibles, and
accourits receivable, into the “Manager’s Account,” which shall be and at all
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times remain in Company’s name through accrual on Company’s accounting
records.

ifi. 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 determined appropriate by the Manager.

14. Documentation to Bank. Upon request of Managet, Company shall execute and
deliver to the financial institution wherein the Manager’s Account 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 Account, nor will Company or its agents remove, withdraw or
authorize the removal or withidrawal of any finds 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 Attomey. The power of attomey shall expire on the date
that this Agreement is terminated. Upon termination or expiration of this Agreement, Manager
fuirther agrees to éxecute any and all documentation confixming the termination of this limited
power of attomey.

1.6. Manager Payment to Company on Effective Date. From and after the Effective
Date, Manager shall lend Company up to the sum of $150,000 for working capital. Such amount
shall be a short 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 Compeny $125,000 for the
EF&E, which amount shall also serve as a credit against the purchase price if Manager gxercises “#% -
its option under Section 8 below. Manager shall lend Company an additional $83:600" Y, ood)
reimbursement for old inventory, which shali be payable by Company to Old Operators. Lastly,
upon the Effective Date hereof, Manager shall pay the Old Operators $66,000 for reimbursernent  /
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.

SIS
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2. DUTIES AND RESPONSIBILITIES OF MANAGER

2.1.  General Responsibilities. During the Term of this Agreement Manager shall, in a
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 ina
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, 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 irisurance expenses and insurance, and other customary
expenses) associated with such personnel shall be paid by Manager fiom Company funds
managed by Manager, or by Manager if such fundsare 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
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 benefits 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 personnel, including but not limited to
administrative, financial, and equipment maintenance matters.

2.14. Tnsurance. 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. 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 business and financial affairs of Company. Such books
and records shall at all times be accessible and available to Comipany and the Old Operators.

2.1.6. Tax Matters. Manager shall ovetsee the preparation of the annual report
and tax information returns required to be filed 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.
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customers, insurance companies and plans, all state or federally fimded benefit plans, and all
other third party payors or fiscal intermediaries.

2.2.2. Collections, Manager shall eollect and receive on Company’s behalf, all
accounts receivable generated by such billings and claims for reimbursement, to 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 received in payment of accourits receivable, to administer such accounts including,
but not limited fo, extending the time or payment of any such accounts for cash, credit or
otherwise; discharging orreleasing the obhgors of any such accounts; assxgmncr orsellingata
discount such accounts to coljection 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 a Manager’s Account,
opened by and under the control and doméin of Manager for the deposit of collections and the
disbursement of expenses and other purposes as set forth herein, and (i) such other accounts as
Manager determines in its sole discrétion are reasonable and necessary. Manager shall sign
checks, drafts, barik notes or other instrumnents 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 assignment of Company’s accounts to. support financing
instruments.

2.2.4. Litigation Management. Manager shall, in corisultation with Company, (a)
manage and direct the defense-of all claims, actions; proceedmgs or investigations against
Conipany or any of its 6fficers, diréctors, employees or agents in their capacity as such, and (b)
manage and direct the initiation and prosecutlon of all clajms, 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. advcrtlsmg programs to be implemented
by Company to efféctively potify the comiunity of the services offered by Company. Managet
shall advise and implement such markefing and. adverhsmg programs, including, but not limited
to, analyzing the effectivéniess of(suchpl;ograms pieparitig marketing. and advertlsmg matenals,
negotiating marketing:and advertising contracts on Company’s behalf, and obtaining services
necessaty to produce and present such marketing and advertising programs. Manager and
Company agree that all marketing arid advertising i programs shall be conducted in compliance
with all applicable standards of ethics, laws, and rcgulanons

2:2.6. Information Technology and Computer Systems.. Manager. shall set up
workstations and other information technology required for the Operahons

22.7. Supplies. Manager shall erder and purchase all supplies in connection
with the Administrative Services and the Operatlons, including all necessary forms, supplies and

- postage, provided that all such: supphes acquired shall be réasonzbly necessary in confiection
with the Operations.
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2.2.8. Retention Payments. Manager shall make payments to Monarch in the
ag%regale of $35,000 per month {the “Balboa-Guaranteed Payment”) which shall be due on the
15™ of each month starting on January 15, 2018. The Balboa-Guaranteed Payment shall be
increased 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 payments 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. In 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. General Responsibilities of Company. Company shall own and operate the
Operations during the Term of this 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 local 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 Agresment. Company
agrees to promptly deliver to Manager any notice of denial or revocation of any such Approvals
within thiree (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 statc government regarding
the Company’s legal standing and ability to engage in the Operations at the Facility, including
but not limited to all requirements of any insurance or underwriters or any other body which may
exercise similar fingtions. Company grees to promptly deliver to Managér any notice of
violation of any said Approvals within three (3) calendar days of receipt by the Company.

42. 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 Operatioiis, any policies or procedures for conduct of the Operations, or any of the
financial or other services provided hereunder by Manager. Manager may assign its rights
héreunder to fanage the operations (but not under the Option) to San Diego Building Ventures,
LLC, or such other entity formed for such purpose by Manager, and Company and Old Operators
acknowledge its approval of such assignment. " |

Representations and Warranties of Company.

o \)\ v 7



43.1. 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, approvais,
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 as a cannabis retail store.

43.3. The Company has full power, authority and legal right ta execute, perform
and timely observe all of the provisions of this Agreement. The Company’s executlon, delivery
and performance of this Agreement have been duly authonzed_

' 43.4, This Agreement constitutes a valid and binding obligation of the Company
and does not and will not constitute a breach of or default under the [charter documents,
membership agreements or bylaws] of Company or the terms, conditions, or provisions of any

law, order, rule, regulation, judgment, decree, agreement, or instrument to which Company is a
party or by which it or any of its assets is bound or affected.

4.3.5. 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 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.

436. 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 Facility and all real and
personal property located therein. The Company has full power, authority and legal right to own
such real and personal property.

4.3.7. There iso litigation or proceeding pending or threatened against
Company that could reasonably be expected to adversely affect the validity 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 subsidiaries has received any notice
of revocation, modification, denial or legal or administrating proceedings re!.'mng 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. FINANCIAL ARRANGEMENTS
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 herein.
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_ 5.2.  Starting on December 1, 2017, Manager shall make monthly payments of
$15,000 to Batboa Ave Cooperative.

5.3. Both before and afier the closing of Manager’s exercise of the Option, such
monthly payments by Manager shall include (i) the monthly Balboa-Guatanteed Payments
payable to Monarch, (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 monthly rent payments to the then-title holder of the Facility, (iii) reimbursement to any
party as a preferential payment the reimbursement of sums spent for tenant improvements, and
(iv) Manager’s Operations expenses. Priorto the closing 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 cosis of CUP and other mitigations 50/50, and once the Option is exercised, the Manager (or

its assignee) 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 in 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. Temmination. Except as provided herein, this Agreement is ot terminable by any
Party and may only be not-renewed at the option of the Manager at the éxpiration of the termi
hereunder through thie 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 (i) any HOA ot
other local approvals, or (ji) the required California State permissions and licepses, in each case
to allow the opération of a retail, non-medical ¢annabis business. This Agréement may be
terminated at the option of the Company upon the failure by Manager to make any payments as
are required herein, and such failure has gone uncured for twenty-five (25) days followmg 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 obhgatmns 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 bé a continuing
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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 location (“Option™). The Option is granted for and in consideration of Manager’s
payinent 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.

82  Option Exercise Price. The Option for this 50% interest shall be exercised by the
Manager sending notice of exercise to the Company. Thereafier, 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
Facility valuation

June 30, 2018 {or prior) $3,000,000 (50% of $6,000,000
Facility valuation

83  Closingof Escrow. Fscrow shall close on the Date of the Option Exercise, at
the mutnal 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 to the Manager at the time of Closing. San
Diego United Holdings Group, LLC owns other real property in addition to the Facility also

holding title to the Facility separate from.the.other real property owned by San Diego United
Holdings Group, LLC consistent with the terms of this Agreerhent.

8.4  Expiration of Option. If Manager does not exercise the Option prior to July 1,
2018, all of Manager’s rights to exercise the Option shall expire. The expiration of the Option
shall not affect or alter the non-Option relatéd terins of this Agreement.

8.5  Manager’s _ _ [  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 Balboa
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Facility in San Diego Building Ventures, LLC, a Delaware Series Limited Liability Company
upon . Such ownership interest shail become effective as of the closing of the Option, and the
Parties shall incorporate into that Operating Agreement Series such ferms 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 terms contained in the LOL.  From and after the closing of
Manager’s exercige 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  Addition of up to Five Units in Commercial Park. As stated herein, there are five
(5) other units in the HOA commercial 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. . Further, in the event Manager desires to purchase one or more of these other
five (5) units already owned by San Dnego 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 refercnced in Section 8.2 above, and held by Manager 50% with the Company.

8.7 HOA Resolution. Notmthstandmg 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 Superior Coutt of San Diego, the dispute underlying said action, and all rejated
matters) is resolved 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, following the
resolution of the HOA Matter, to Manager’s satisfaction. The expiration date of the Opm)n in
section 8.4, above, 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 law.

9.2. Indemnification,

92.1. Indemnification by Company. Company hereby agree to indemnify,
defend, and hold harmless Manager, its officers, ditectors, 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 insurarice, arising from or relating to any willful
misconduct relating to the breach of this Apreement by Company. The provisions of this Section

1) e




=~ -

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 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 prowdmg 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 any physicians, or others
employed or engaged by Company. Manager shall immediately notify Company of any lawsuits
or actions, of any threat thereof, that are known or become known to Manager that might ‘
adversely aﬁ'ect 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 not ocgiured (collectively, a “Dispute”), such Dispute shall be settled in
accordance with the following procedures:

f
9.3.1, Mestand Confer. In the event of a Dispute among the Parties hereto, al
Party may give written potice to all other Parties setting forth the nature of such Dispute (the |
“Dlspllte Notice™). The Parties shall meet and confer 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 fo resolve the Dispute. All representatives shall meet at such date(s) and

time(s) as are mutually conivenient to the fepresentatives 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 following the date of receipt of the Dlspute Notice by the other parties (the “Meet and
Corifer Period®), then the parties shall attempt in good faith to settle the Dispute through
nonbinding mediation under the Rules of Practice and Procedures (the “Rules”) of ADR
Setvices, Inc. (“ADR Services™) it San Diego County within thirty (30) days of dehvery of the
initial Dispute Nofice. A single disinterested third-party mediator shall be selected by ADR
Services in accordance with its then current Rules, The Parties to the Dispute shall share the
expenses of the mediator and the other costs of mediation on a pro rata basis.

9.3.3. Arbitration, Any Dispute which cannot be resolved by the Parties as
outlined above, such Dispute shall be resolved by final and binding arbitration (the
“Arbitration”). The Arbitration sha!l 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
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the parties mutually agree to have such proceeding in some other focale; the exact time and
Jocation shall be decided by the arbitrator(s) selected in accordance with the then current Rules
of ADR Services. The arbitrator(s) shail 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 irposition of the same
termis, conditions, and penalties as can be imposed in like circurnstances 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 faw 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 Califomia 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 arbitrator(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 TOFILE THIS
WAIVER WITH ANY COURT AS THE WAIVER REQUIRED UNDER Cal. C. Civ. Proc.
Sec. 631(H)(2): ,

JURY TRIAL WAIVED:

94. Entire Agreement; Amendment. This Agreement coiistitiites the entire agreement
among the Parties related to the subject matter hereof and supersedes ail prior agresments,
understandings, and letters of intent relating to the subject matier hereot. This Agreement may
be amended or supplemented only by a writing executed by all Parties. The Recitals of this
Agreement-are incorporated herein by this reference. -

95. Notices. All notices, requests, demands or consents hereunder shall be in writing
and shall be deemed given and reccived when delivered, if delivered in person, or four (4) days
after being mailed by certified or registered mail, postage prepaid, refurn receipt requested, or
one (1) day after being sent by overnight courier such as Fedetal Express, to and by the Parties at
the foliowing addresses; or at such other addresses as the Parties may 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:

J

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 ali of which, when taken together, will constitute one and
the same instrument.

9.7. Goveming Law. This Agreement shall be construed and governed in accordance
with the laws of the State of California, without reference to conflict of law principles.

0.8, Assignment. Unless expressly set forth to the contrary hereinabove, this .
Agreement shall not be assignable by any Party hereto without the express written consent of the
other Parties; provided, however, Qld Operators may assign their holding interest to Monarch or
another legal entity owned by the Old Operators, and SoCal Building Ventures, LLC may assign
all or a portion of its rights and obligations to San Dicgo Building Ventures; LLC.

99. Waiver. Waiver of any agreement orobligation set forth in this Agreement by
either Paity shall not prevent that party from later insisting upon full performance of such
agreement or obligation and fio course of dealing, partial exercise or any delay or failure on the
part of any Party hereto in exercising any tight, power; privilege, or remedy under this
Agreement or any related agreement or instruinent shall impair or restrict any such right, power,
privilege or remedy or be construed as a waiver therefor. No waiver shatl 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 Parties hereto and upon their
respective successors and assigns.

14
3983742



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
Agreement. Accordingly, the rule of construction that any ambiguity in this Agreement shall be
constried 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 shali be
valid and enforceable 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, 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 or remove such cause and such Party shall continne 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 Agreement. 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 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 whichi aré in Company’s best interests.

Confidential Informatton that Manager may be given or obtain as a result of Manager's
performance under this Agreément, or vicé versa, such Confidential Information is secret,
confidential and proprietary, and shall he utilized only for those purposes of this Agreement or as
otherwise directed or agreed to in wntmg The term “Confidential Information™ means any
information or knowledge concerning Or in any way related to the practices, pricing, activities,
strategies, business plans, financial plans, trade secrets, relationships and methodology of
Operations of the business, performance of the Administrative Services, or other matter relating
to the business. The Parties shall 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, 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.

M
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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 Confidentisl Information may give
rise to irreparable injury or damage that are difficultto 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 Agreement, a non-violating Party shall be
entitled to an injunction restraining such violation.

9.17. Additional Assurances. The proyisions 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 either 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 Party Beneficiaries. Except as otherwise provided herein, this Agreement
shall not confer any rights or remedies upon any person other than Manager and Owner and their
respective successors and permitted assigns.

[signature page follows)
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IN WITNESS WHEREOF, 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

SoCal Building Ventures, LLC

By:

Its:

“OLD OPERATORS”

17
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MANAGEMENT SERVICES AND OPTION A@;REEM_ENT

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
California Cannabis Group, a California nonprofit mutual benefit corporation, Devilish
Delights, Inc., a California nonprofit mutnal benefit corporation, arid Mira Este Properties,
LYLC, a California limited liability company (collectively 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 as well as two California mutual
benefit corporations (which may also be referred to herein as the “Nonprofits”) which operate a
medical marfjuana manufactring operation (the “Operations”), and|which are in needof
business consbiting, accounting, administrative, téchnological, mariagerial, human resources,
financial, intellectual property, and related services in order to condnet Qperations. The
Company’s Operations dre located at 9212 Mird Este Court, SanDiego,; CA 92126 (the
“Facility’), for which a CUP has been submitted with the City of San Diego for such purposes.
Mira Este Propérties, LLC (which may also be referred to herein as the “Mira Este LLC”) owns
the Facility in fee. simple. The Facility also includes.one of th&dnw?st'ahs suites of
approximately 1,200 sf for a manufacturing room. The Facility:Qperations has an existing
manager hired by the Nonprofits, namely Monsrch Managemient Consulting, Inc. (which may

also be referred to herein as “Monateh”™) which as part oftiiié.Agmiment isassigning its
management rights and enterinig into the Assignment and Release apnediing as Exhibit A to this

Agreement. Chris Hakim and Ninus Malan co-owh Monarch andM;ra Este LLC, and are also
the solé members of the Board of Directors of the Nonprofits. ‘

B. Manager is engaged in the business.of providing administrative-and management
services to health carc entities and has the.capagity. to manage and a iinister the operations of
Company and to furnish Company with appropriate maridgerial, adrainistiative, fingncial, and
technological support (the “Administrative Sefvices”) for fhe Opérations. Manager may assign
its obligations hereunder to an affiliate, San Diegio Building Ventures, LLC, which shall also be
“Manager” hereundef as if an initial party hereto. i

C.  Company desires management assistance in the' Oper * ions. To accomplish this
goal, Company desires to (i) ensure Old: Opérators dre compeisated fo retain their expertise and

continued support of the Operations, and (ify engage Manager to pro ide Administrative Services
as are necessary and appropriate for the day-fo~day adirinisteation and management of the
Operations, and Manager-desires to (i) assist Cofpany in tejaining the expértise of Monarch, and
(ii) provide Administrative Services to Cotiipany, ail upem the :teﬁﬁsgﬁhd subject to the conditions
set forth in this Agreement. ! '

!
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D. Manager is also seeking an option to acquire a 50% ownershtp interest in the
Facility, and Company is witling to grant such an optton as provnded herein.

NOW, THEREFORE, in consideration of the mutual promises contained herein and for
other good and valuable consideration, the receipt and sufﬁmency of which are acknowledged by
the Parties, the Parties agree as foflows:

¥

TERMS OF AGREEMENT
1. ENGAGEMENT

1.I.  Encagement of Manager. Company hereby engages Manager to provide the
Administrative Services for the Gperations on the teems and conditions described herein, and
Manager accepts such engagemient. Mariager shall be the sole:and exclusive provider of the
administrative, management, and other services to be. provxded o or on behalf of Company for
the Operations as more particularly outlined herein. Manager in its  sole discretion shall
determine which services shall be pmvrded to Conpany from nmc-to-ume so long as the
Administeative Services are provided in comphanee with this Agregment For purposes of this
Agreement, “Administrative Services” shallnot include any mamg:ment services to Mira Este
LLC relating to is ownership of the Facility amless and uitil Manager exercises the optionto
purchase 50%.of the Facility es more particularly-cutliried in this Agreement.

1.12 Sesrepated Portion of Facility. The Facility cantams two downstairs suites,
comprising approxmaxciy 3,000 square fegt. One 6fithe suites-of appmxunamiy 1,200 sf'is
included in this transaction, and the remaining space: is outside the. scope of this Agreement.
Provided, however, the Parties agree 10: allow the Company or its -assignes; designee, or one or
more Company Parties {0 operdte in the remaining downstairs siiite under all cannabis licenses
issued at the Facility, with renit of $1.00 permiosith jiid to M:a“Esfe LLC for such tenancy, and
contimuing for a period of 34 years.

1.1.3 No Warranty or Represefitatioits. Company acknowledgm that Manager has not
made and will riot make eny express or inpiied watranties or representations that the
Administrative Services provided by Mensger will result manypm'ncul.ar amount or level of
incomie to the Company. Specifically, mnqgen has hiet represented that its Administrative
Services wilt result in highet revenugs, Joﬁ‘erexpertses, gl‘eater pro fits, or growth ini the niumber
of clients receiving setrvices or: purcac.smg sodils at the Factlity. S

12.  Agency. Company hereby appoints Manager as Cafnpany s true and lawful agent
throughout the Term of this Agréement, and Manager hereby acceqts such appointent.

13. Powerof Attomey. In connection with billing, collcction, banking, and related
services incident to or under the Administrative Services to be jirovided hereunder, Company, in
accordance with applicable law, hereby grants 1o Manager a lirhited power of attorey and
appoints Manager as Company’s trus and lawfil agent and aztomey-m-fact consistent with

Manager’s duties under this Agresinent, and Mahager fistehy acce?ts such special power of
attormey and appointment; for the following purposes:

.'
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i.  To collect and deposit all amounts received, including all cash received,
patient co-payments, cost reimbursements, co-ingurance and deductibles, and
accounts receivable, into the “Manager’s Account,” which shall be and at all
times remain in Company’s name through accrugl on Company’s accounting
records. :

i. Tomeke demand with respect to, settle, and comipmmise such claims and to
coordinate with collections agencies in the namejof Company or Manager.

fii. ‘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 Manager
for the Managemient Fee as it becomes due. :

v.  To sign checks, drafis, bank notes or other insu'u;mems on behalf of Company
and to niake withdrawals from the Manager’s Account for other payments
specified inthis Agreement and as determined appropriate by the Manager.

14. Documentation to Bank. Upon request of Manager, Company shall execute and
deliver to the financial instifution wherein the Manager’s Account is maintained, such additional
documents or instruments as may benecessary to evidence or effect the limited power of
attorney granted to Manager. ‘Conipany will not take any action that interferes with the transfer
of finds to of from Magnager’s Account, nor will Company or its agents rémove, withdraw or
authorize the removal or withdraysal of any fiands from the Manager's Acgodnt for @ny piupose.
Manager agrees to hold 21l funds in the Manager's Account in aceordance with ‘California agency
law. '

1.5.  Expiration of Power of Attorney. Ths power of attoney shall expire on the date
this Agreement is terininated. Upari termination or expiration of this Agreemént, Manager
further agrees to. execute any and:all documantation confirining the fermination of this limited
power of atiorney. - P

2.  DUTIES AND RESPONSIBILIVIES OF MANAGER |
i

manner determined at Masiagei®s sole discretion, provide such services as are necessary and

appropriate forthe day-to-day administration aud management of Compeny’s businessin a

manner consistent with good business practice, including without fimitation: Human Resources,

Information Techoology, Equipirient and Supplies, Banking, Accounting and Finance, Insurance

Procurement, Risk Magagement, Contract Negotiation, Manufaeg:qng,i&a:kﬁmg. and o

%iingg of Tntellectual Property, Trade Names and Trademarks, as all are more specifically set
G oW, ’ H

21, General Responsibilities. Duringthe Term of this Alzreement Manager shall, in

¢+

H
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2.1.1. Personnel. Manager has full right, obligation, ahd authority to hire and retain
personnel and other persons or eatities 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, oriby Manager if such fimds are
insufficient. ‘ .

2.1.2. Manager Personnel. Manager may emplay 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 centro) of
Manager, and shall be employees of Manager. Manager shall be responsible for setting and
paying the cornpensation and providing the fringe benefits of all Manager Personnel. Company
shall be not respensible in any way for Manager Personnel, and Manager indemnifies, defends,
and holds Company harmless from any such liability. 5 :

2.1.3. Training. Manager shail provide raasonableé {raining to personne! in all
aspects of the Operations material o the role of such personnel, including but not limited to
administrative, financial, and equipment maintenance matters. |

i
2.1.4. Insuramce. 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. Acconnting, Manager shall establish and administer accounting
procedures and controls and systens for the development, preparation, and keeping of records
and books of accotnting related to the business and financial affairs of Coinpany. Such books

¢

" and records shall atail times be accessible and avaitable to Compdny and the Old Operators.
: |

2.1.6. Tax Maiters. Manager shali overses the preparation of the annual report
and tax information returiis regpired to be filed by Company- Aﬂ%&mpﬁny’s{axobﬁgaﬁom
shall be paid by Manager out of Company’s fuds managed by Manager. Manager shall provide
such information, compilations, and other relevant information to Company on a timely basis in
order to file al returns with the taxing agencies. . Company shalkalso make such. reserves and
set asides for faxes as directsd by Manager thoughoutthe year. |

2.1.7. Repors and Information. Manager shall fuinish Company in a timely
fashion quarterly or miore fraguent operating reports and offier business zeports 2 reasonably
requested by Company, including without limitation (i) copies of bank statements and checks
relating to Company’s bank accounts and (if) all other financial information and financial
statements relating to Operations. ' ;

H

. 2.1.8. Budgets. Mansger shall prepare for revievéagdappmval by Company, all
capﬂ[’tﬁ] ﬁfd annual operating budgets a$ needed, and such.approval shall not be unreasonzhly
withhel :
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+ other third patty payors or fiscal interriediaries.

. 2.1.9. Expenditures. Manager shall manage all c&sh 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 ef any nature whatsoever in
connection with the operation of the Operations as the same become due and payable, uniess
payment thereof is being contested in good faith by Company. g

2.1.10. Contract Negotiations. Manager shall advméCompany with respect to
and negotiate, either directly or on Company’s behalf, as. appropriate and permitied by applicable
law, such contractual arrangements with third Parties as.are reasona ly necessary and
appropriate for Company’s Operations. L

~ 2.1.11. Billing.and Coflection. On behaif of and forjhe account 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 2 timely manner all professional and
other fees for all billable services provided by Company. :

i
s

2.1.12. All Other Matters Reasonably Needed for Operations, The Manager shall
perform all tasks reqmred for the good governance and operation of the Operations, including
making reasonable repairs, at Company’s expetise, for agy facifity Used in the Operations as may
be required under any lease or mortgage that encumbers the propetty, or to protect public safety.

2.1.13. Company Approval of Yariots ActionsRelating to Operations. The
parties agree Manager has authotity to make decisions relafing to’ i‘nc day-to-day business operations
ofthe()perahﬂnsmﬂexminonbehalfofOperahonsali' anid-documents needed in the
course of the customary and ordinary operation ef{)pmhaus,mc’lud g the payment of ordinary

expenses incurred during Operations and other retated péyments. Manager shall also coordinate
any public statenients or press interactions.

2.2, Re_spgnsnb:hnesg Agent, Inconnection withthe.2 '_ iintrient of Manager as
Agent of Compaty.imder Section 2.1 abive, Manager shall .fuxthcr dmake the. following:

22.1. Billing. Manager shall B, in Company’s _ns;me and on: Company’s
behalf, any claims for reimtiursement, cost offset, or indemmifiaticn from members 6r

custofiers, insurdnce companies zmiplano, all state or fs.démliy ﬁm‘déd beneft plans, and ail

222, Collections, Manager shall collect and receive on Company’s behalf, all
accounis receivabile genvzawd by such billings and chaims. Tor vélitibiirsement, to take possession
oﬁ and deposu into the Manager s Accourit (accrumg suith depos:utsunfhe general ledger of

y:_;xeu!s andany other
mstmments recewed in paymenf oF accounts recewabl& toadmm&s‘ih‘ such asccounts mcluding,
but not limited to, extending the titne or paytaeni.of any suchascois its for cash, credit or
othérwise; discharging or releasing the obhgnrs of any such accounts; assigning or selling ata

distouiit such accounts to collection agencies; or teking other méasFr@c to require the payment of
any such accoumts.

F
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22. 3 Banking. The Parties shall cooperate in opedmg such bank accounts as
shall be required for prudent adniinistration of the Operations, mchximg a Manager’s Account,
opened by and undet the control and dornain of Manager for the deposit of collections and the
disbursement of expenses and other purposes as set forth herein, and (i) such other accounts as
Mariager determines in its sole discretion are reasonable and necessbry Manager shall sign
checks, drafts, bank notes or othér instruments on behalf of Company, and make withdrawals
from Manager’s Account for payments specified in this Agreement; Manager, in its sole
discretion, may make a pledge or assignment of Company’s accounts to sapport financing
instruments.

2.2.4. Litigation Management. Manager shall, in consultanon with Company,
(&) manage and direct the defense of all ¢laims, actions, proceedxngs or investigations against
Company or any of its officers, directors, employees or agents in their capacity as such, and (b)
manage and direct the injtiation and prosecution of alt claims, act:ohs, proceedings or
investigations brought by Camnpany agairist any person otherthan Manager

2.2.5. Marketing, Advertlsmg,gnd Public Rel atxons Progpams. Manager shall
proposes, with Company’s coasultation, marketing and adverusmg;programs to be implemented
by Company fo effectively notify the. comnmmtaf of the services offered by Company. Manager
shigtl advise and implement such matlcefing and ﬂﬁverhsmg programs, including, but not lifnited
to, analyzing the effectiveness of such programs, preparing:marketing and advertising materials,
negotiating marketing and sdvertising contracts o Comipany’s bd}alf and obtaining services
necessaryto produce andpresmtsuch matkeﬁﬂgand &dverhsmg'pmgrams. Manager and

 that. : 'shfg, :egmms shﬁLbe cosiducted in compliance

workstanons and c;thcr mfo:mauen iechnﬁ’(ogy‘reqzamdfm ﬂre .cms.

! 227, Supplies. Matiager shall o6 shase ali supplies i connection
with the Administrative Sefvieesand.the Operations, ing 3}l niecessary forms, supplies and
postage, provided that all stich- supphesacqumad ‘shall be reasonably necessary irt connection
with the Operations. .

Payn ems. From Company ﬁgndﬁ -managed by the Maxager or
¢ hai:Emake p&ymenfstenarch in the aggregate c\f
" qh y - eap®

October 1, ZOITmDeceﬁzber 3 201nshaﬂbepmabnf' 2ary P8,
monthly payment shall bé diié onthe 155 6Fthe sabsagiient mehith
The Mira-Guaranteed Payinent shaltbe lmmased«faoﬁé,zwper- 3 nﬁ:m@aaberi 2(118,and

increased again on December 1, 2019 o '$43,280 ger monfh. Mdn reks shall be responsible forall
income and. oﬁtertamduez&&ahngmfhﬁmmﬁhlym Guargnteed Payment paid to Monarch,
Further provided, the Mira-Gu ad Pagmentshaﬂ contmue:to  paid to Moparch fromi and

S
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after Manager’s exercise of the Option, and by execution of this Agffaement the Company
consents to all such payments to Monarch. ;

3. RELATIONSHIP OF THE PARTIES

3.1. Relationship of the Parties. Nothing contained hereift shall be construed as
creating a partneérship, trustee, fiduciary joint venture, or employment relationship between
Manager and Company. In performing all services required hcreum;lcr, 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

41. General Responsibilities of Company. Company shéll own and operate the
. Operations during the Term of thiis Agreement, with Manager managing the day-to-day
Operations as provided herein. At all times during this Agreement, ithe Manager and Company

shall coordinate to obtain and maintain in fulf force and effect all av;ailabl: and.'neoessary

Company’s performance of its réspectfve-obligations pursuant to hts Agreement. Company
agrees to promptly deliver to Mangger any notice of dénial or rey oc_hion of any such. Approvals
within three (3) caletidar days of receigit by the Company. Fiom and afler the Effective Date,
Company aid Manager shall coordinate and insure, at Company’s expense, that the QOperations
are in compliance with alt Approvals issued by.any and all local or State government regarding.
the Company’s legal standing and gbility fo engage in the.Opesatic fsatfhc Facility, including
but not limited to all requirements ofany. insiirance of whderwiitersjdr any other body which may
exercise similar functions. Compainy agrees.to promiptly déliver to Manager any notice of

violation of any said Approvals within thres (3).calendar days of re%elpt by the Company.

42. Exclusivity. Duringthe Term of iis Agreement, Manager strall serve as
Company’s sole and exclusive manager andiprovider of the Adminisirative Services, and
Company stislf not engage any offier pefsent o firnish Comipany with any sites for
conduct of its Operations; any policies or progedures for condict ofthe Operations

4.3. Representations and Warsanties of Company.
' i
4.3.1. Company represents and warrants to Manager as foljows:
- i
432. Compary is 4 ditly organized; validly e:ustmgandu} good standing under the
laws-of Californiz. The Company represents and warrants thef, to Company’s

knowledge, it holds alf séquired appeovals, which forgutposes of this Agreement
mesns colfectively all applicable Clifornia San DisgoiClty and San Diegro County

| P B
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licenses, approvals, perm 1ts, authorizations, reglstrahox;s and the like required by
any governmental organization or unit having Jmlsdtctlon over Company or the

Facility necessary to permit the Company to own and qperate&seFacﬂnyas &
cannabis manufacturing facility.

4.3.3. The Company has full power, authority and legal nght 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 obhgatmn 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 pf Company or the terms,
conditions, or provisions of any law, order, rule, regulation, judgment, decree,
agreement, or instryment to whick Company isa pa:ty‘or by which it or any of its
assets is bound or affected. :

4.3.5. Company shall, at its own expense, keep in full fqrce and eﬁfcqt its legal
existeitce; and Corupany shall make commercially reaéemhla efforts to obtain, as

and when: for the performance of its. obl’rggt: nnder this Agreement, and
1o mdiiftain ppmvalsrequxredfonitunelytpobsemaﬂ of the terms and
conditions of this. Agreement.

43.6. Company is the sole owner of the real property on wiuch the Facility is located
and is the sole owner of the improvements compzising i the Facility and all real and
personal property loéated therein. The Company has fisll powes, authority and legal
right to.own such real andpetsonal property.

4.3.7. Thereisno Irngatmn or pxocwdmg pending or threaten
eould reasonably be expec ely afféctfﬁe

4.3.8. The Company nor any of if$ agents or subsidiaries ﬁasreoe;ved any notice of
revocation, modification,. dema“l orfegal or ating proceedings relating to
the denial, revosifion or fon of any local or%stam APprovils, whmh, singly
or in the aggregate, wouldpm&ibxtﬁ:e&mpmy’s Jperations y-

S. FINANCIAL MNGEWNTS

5.1  Allnet income, revenue, cash flow, and other distr
be held by Mznager as 2 Management Fee,. subject to Manager?s fir
payments and pay rent and expenses 4s otherwise, ptov;dedherem}

52 Pnor to the time that the “Option” is exercised, suo? paymenis by Manager shall
include payment tQTheNmproﬁtsof $55,500 necessary to nidke rextal payment to Mira Este,
LLC. Suchrental payment shalf fncraase to $60,300 upon rece:pt%)ﬁhe cerfificate of occupancy.

%
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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) thé monthly Mire E.F:te-(}mrmﬁeed Payments
payable to Monarch, (ii) reimbursement to any party as a preferential payinent the
reimbursement of sums spent for tenant improvements, and {iii) Manager’s Operations expenses.
Prior to the closing of Manager’s exercisé of the Option, one third (3/3) of any remaining net
income is to be paid to Company (it being understood and agreed thiat the Mire Este-Guaranteed
Payments are credited toward this payrent of 1/3 of remaining net income sharing.) All such
payments constitute a material part of Manager’s obligations under this Agrectment.

54  Tothe extent that Qld Qperators provide receipts for tenant improvements made
to the 1,200 sf mantfacturing room, the certificate of occupancy is feceived, 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 manufacturing rogpm. Such payment for tenant
improvements shall be due thirty (30) days after teceipt of the cemficate of occupancy.

55  Notwithstanding anything else herein, upon execution of this Agreement, the Oid
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 Old Opegators wilt own the property
and cash flows from Manager on a 50/50 basis. .

o

6. TERM AND TERMINATION

6. Term. Subject to the provisions containied in this Agreernent, this Agreement
shail commence as of the Effective Date and continue in-full force and effect for a period of
twenty (20) years. ' T : ! o '

62  Termination, Exceptas provided herefn, this Agrement is not terminable by any

Party and may only be not-renewed at- the option of the Manager at the expiration of the term
hetevnder thtough the provision of ninety {90} days’ advante waitten notice. This Agreement
may be terminated through mutual consent of Manager dnd Com any. This Agreemnent may also
be teripinated #t the option of the Managér if the Opéerdti ms{ailt? obtain, ithier (i) any CUP or
other local appravals, or (ii) the required California State pértissiots #nd Keenses, in each case
to allow the conduct of Operations at the Factity, This Agrestucnt miay be terminated at the
optign of the- Company upon fhe failare by Menager to make 3y payménts ds dre tequired
herein, anid such fajluré bds gone usicured for tWenty-five {25) days following notice to Manager
by Company and/or the Old Operators. S '

: §
7. RECORDS ANDRECORD KEEPING |
7.1 Access to Information. Company hereby authenzcipndgmnm to Manager full

and complete access to-all information, instiihents, and dogiineats felating to-Company which
may be reasonably requestéd by Manager to perfarm its obligationk hereunter, and shall disclose
and make available to representatives of Manager for review and phofocepying all fefgvant
books, agreesnents, papers, and records of Company. Marager shall further fimely provide
Commpany. with afl books and récords generated froni Operations. This shafl be.a continuing

i
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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 of Option. Company hereby grants Manager an optien to acquire a
50% interest in the Facility, as well as 50% of all applicable pefiiits 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 consxderahon of Manager’s payment of &
non-refimdable Option fee towards the Option Exercise Price of Seventy Five Thousand Dollars
(575,000.00), which $75,000 shall be paid to Old Opcrators on Magqh 15,2018, regardiess of
whether Option has been exercised.

a. The Qld Operators and Manager anknowled.ge ﬂlat the real estate interest shall
not be conveyed free and clear of atl liens, battﬁa: existing liens on the real
estate will remain in effect. The Old Operaters that they will be
personally responsible for the existing at the tune of Closing of Escrow as
follows:

i The Old Operators will cause th 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 soleiygand personally responsible for
paying in a-timely fashion.and ulpmarely paying off, the first
lien of approximately $1.975 million. They hereby mdemnify
Managerand its successorsfromiand against any and all
claims,. damages, or paymenis thit the Lien holder or its
suctessor may seek: in enforcing atssecmtymter&standhen
rights with: msp@ctto the pmpc:w

82  Option Exercise Price. The Qption for this 50%: minmstshd be.exercised by the
Manager sending notice of-exércise to the Coftipany: Thereafter, befoie the Closing Date,
Manager shall deposit into Escrow the following amevrits ¢each L2 independent “Option
Exercise Price”) depending upon the date of the notice of exercissias follows:

Date of Option Exercise:

December 31, 2017 (or prier) M,so?ooo
March 31, 2018 (or prior) 54,155-%{)
June 30, 2018 (or prior) | 55,00@ 000
8.3 Closing of Escrow. Escrow shaltcloseon the Dpte of the 0pt|en Exercise, at

the mutua) direction of the Parties, with a qualified escrow compaily focated in San Diego
County. The Parties shall coopetate and execute sich fients hs are required to transfer the

ezl L !




50% interest in the land, building, and improvements to the Managq:r at the time of Closing, with
the protections for Manager against lien holders as stated in 8.1a, al?ove.

84 __)_(_pggg_on_qjggg_q_ n. If Manager does not exercise the Option prior to July 1,
2018, all of Manager’s rights to exercise this Option shall expire. 'qhe expiration of the Option
shall not affect or alter the non-Option rélated terms of this AzreexqenL

the intent of the Pamec 10, upon exéreiss. of thie option hnreunder aﬁSectron 8.1, grant Oid
Operators, or their designes, 2 33%. ownership interest in the Series applicable to the Mira Este
Facility in San Diego Building Ventures, LLC, a Delaware Series !.mmted Liability Company.
Such ownership interest shall become effective as of the closing ofithe Opticn, 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 respéct to Managers of the Series and related
issues set forth therein. The terms of the Operating Agréemient for{San Diego Building Ventures,
LLC shall govern the operations of the Mira Este 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 LOL,.  From and after the closing of Manager's
exercise of the Option, this new-mapagement company shall fuifher take.over all of the
Marager”s duties and responsibilities as onilined in this Agreuncnjt.

86. Grantof CUP. Notwithstanding anything else con:mned in this Agreement, no
obligation, passage. of timie, date, or other matter with respect to the Option shall become
cffective until the City of San Diego has granted the Facilify 2. con&monal use permit (“CUP™)
permiitting the Company's Opéiations 1o the satisfuction of Manager. In that regard ¢sch of the
dates sét forth in Section 8.2 above dte tolled wnfil-the 30%, 90%, and 150® day, respectively,
following the granting of ﬂae CUP to Managcfssansﬁachon. Thexexplranen date of the Option
in section 8.4, above, i$ sifilar ",m’ﬂed. o

9.  GENERAL .

9.1. Conversion. At thé option.of Manager and in canspllauon with the Old .
Operators, any Nonproﬁtmay be coiivertsd Tt & for-profit eantyfand &wned as'the Parti¢s may
otherwise agree, and.as is required. for compliance with law. :

9.2. Indenmification.

9.2.1, lndemnification by Company. Compang hereby agree to indemnify;
defend, and hold harmless Manager, s o fficers; direct ders] members, employees, agents,
affiliates, and subcontractors, from, and against anyand a{’( clmims, darages, demands,
diminution in value, losses, Tiabilities, actigns, Iawsuits and other procesdings, Jﬂdgtﬂents fines,
assessinents, penglties, awards, costs, angd axpens;es (ioghidiig keasonable attoreys’ feesy txlated
to third: party ¢lairs, whether or not covered by insurance,, ansing from or ne]ahng to any- willful
misconduct relating to the breach of this Agraement by Company.! The provisions of this Section
shall survive termination or explmﬁon of this Agresinent, Coripaby shall immediately hotify

z NN\ 1 ; @
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Manager of any lawsuits or actions, or any threat thereof, that are ktfmwn or become known 10
Company that might adversely affect any interest of Company or M?mger whatsoever.

922. Indemnification by Manager. Manager heretiy agrees to indemuify,
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, fines, assessments, penalties, and
awards, costs, and expenses (including reasonable attorneys® fees), whether or not covered by
insurance, arising 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 insutance, and (c) all othier Operations conduct at the Facility s 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 rejating to operations at the two downstairs suites unless due to the
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 Manager that might adversely
affect any interest of Manager or Company whatsoever. ~ ~ ,

9.3. Dispute Resolution. In the event that any disagrecm}mt,,disguw_ or claim arises

among the Parties heéreto with respect to the enforcement or interptet ion of this Agreement or
any specific 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, Mest-and Confer. In'the event of a Dispute agmong the. Parties hereto, 8
Party may give written gtice to-all other Bariies setting forth the nature of such Dispute (the
“Dispute Notice™). Thé Parties shall meet.and confer in San Diego County to discuss the
Dispuite in goad faith within five (5):days following the other Partles’ rectipt of the Dispute
Notice in an attempt ta resotve the:Dispute. All representatives shiall meet at such date(s) and
time(s) a$ are imutnally convenient to fhe representatives of cach 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 following the date of receipt of the Dispute Notice by the othier parties {the “Meet and
Confer Period”), then the parties shall attempt in good fith:t setiléthe Dispute through
nonbinding medistion under the Rules of Pracice and Proceduresiithe “Ratles”) of ADR
Services, Inc. (“ADR Services™) in:San-Diego County within thirty (39) days of delivery of the
initiat Dispute Notice. A single disinterested third-party mediator;shall be selected by ADR
Services in accordance with its fhen current Rules. The Partics tojthe Dispute shall share the
expenses of the mediator sind the oiher costs of mediation ona ). rata basis.

' 9.3.3. Arbitration, Any Dispute which cannot be?w)lvedbythe,l’arﬁw as
outlined above, such Dispute:shiafl be resolved by final and binding arbittation (the.
“Arbitration™). The Arbitiation shall be initisted and administéred by and in accordance with the
then current Rules of ADR. Setvices, Inc. The Arbitration shall bé held ifi San Diego County,




e

) -

unless the parties mutually agree to have such proceeding in some other locale; the exact time
and location shall be decided by fhe arbitrator(s) selécted in accordarice with the then current
Rules of ADR Services, Inc. The arbitrator(s) shall apply California substantive law, or federal
substantive law where state law is preempted. The arbitrator(s) selected shall have the pawer 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 pircumstances in a civi
action by a court of competent jurisdiction of the State of Californid. The arbitrator(s) shall have
the power to grant all legal and equitable remedies provided by California law and award ‘
compensatory damages provided by Califomia law, except that punitive damages shall not be
awarded. The arbitrator(s) shall prepare in writing and provide to the Parties anaward 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 hersunder shall be awarded
reasonable attorneys” fees, expert and nonexpert witness costs and any other expenses incurred
directly or indirectly with sajd Asbitration, including without Txm’rt:{ﬁon. the fees and expenses of
the arbitratoi(s). ' i

THIS ELECTION OF AN ALTERNATIVE .DIS'PUTE.PROCESS-: 8 AN AFFIRMATIVE
WAIVER OF THE PARTIES® RIGHTS TO A JURY TRIAL UNI ER CALIFORNIA LAW,,
Cal. C. Civ. Pro. Sec 631. BY SIGNING BELOW, EACH PARTY ISEXPLICITLY
WAIVING JURY TRIAL AND AUTHORIZING ANY AND ALE PARTIES TO FILE THIS
WAIVER WITH ANY COURT AS THE WAIVER REQUIRED UNDER Cal. C. Civ. Proc.
Sec. 631(F)(2): : %

JURY TRIAL WAIVED:

04, Entize Adreemest: Amendmant, This Agreatent opnstiges the ntireagroemont
amang the-Partres related tottre subject matter hereof and supetsedes all pidor agreements,
undesstandings, and lettersof intent relating to.the subject matter Hereol. This Agreement may

be amended of: supplemented only by & writing execited by 4ll: dies. The Recitals of this
Agreement are.incorporated hesgin by this réference. ; .
|
(3
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9.5. Notices. All notices, requests, demands or consents hereunder shali be in writing
and shall be deemed given and received when defivered, 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 4t such other addresses as the Parties mdy designate by written notice
in the mannez set forth herein: 5

i

If to Manager: SoCal Byilding Ventures, LLC
32123 Law _CME_.DJ +b
!L!:é:‘“‘h“—\] !“2:! 2 % Cﬂ?fpf ey i

1f 1o Company: V/Z ,(/:/ ‘L{ ‘//

If 10 Old Operatars; /A Ay )l/{///
4 AT

e o
Tk %

96. Counterparts, This Agresment may.be exectted;in dny number of counterparts,
each.of which, shall be an oxiginal, but ali of which, w’ﬁemakeniogl ther, will constitite one and
the sdthe instrument. : |

9.7. Goveming Law, This Agreement shall be construed and governed in accordance

with the laws of the Stite of California, Without reférence 10 cox fligkofiaw principles.

|

9.8, Assignment Unless expressly set forthio the coptrary hereinabove, this
Agreement shall not be assignable by any Party hereto without the éxpress written consent of the
other Parties; provided, iowever, Old Operatorsmay zssigntheie holding inferest to Manarch or
another legal entity owned by the Old-Operators, andf SeCal Bjiiding Venturss, LLC may assign
all or & portion of its tights arid obligations to San Disge Bullding Veriures, LLC.

1

9.9, Waiver. Waiver of any agreement or obligation set-fortt in this Agreement by
either Party shall not prevent that party froin Yater insisting upon £ | performancs of such
agreement oF obligation and no course of dealing, partial exéreise of any delay or failure on the
part of any Party hereto in exercising any right, péwer; privilege; onreriedy under this
Agreciment or any related agreement or instrument shail irrpaic or retrict any such right, power,

14
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privilege or remedy or be construed as a waiver therefor. No wawer shall be valid against any

Party unless made in writing and signed by the Party against whom enforcernmxt of such waiver
is sought.

9.10. Binding Effect. Subject to the provisions set forth in IhlS Agreement, this
Agreement shall be binding upon and inure to the benefit of the Parues hereto and upon their
respective successors and assigns.

9.11. Waiver of Rule of Consn_-_uction. Each Party has had%the opportunity to consult
with its own legal counsel in conaection with-the review, draflting, and negotiation of this
Agreement. Accordingly, the rule of construction that any mnblgm{:y in this Agreement shall be
construed against the drafting pasty shafl not apply.

9.12. Severability. If anyone or more of the provisions of this Agreement is adjudged
to any extent mvahd unenforeeable, or contrary to law by a court of competent jurisdiction, each

and all of the remaining provisions of this Agreement will not be aﬁected thereby and shall be
valid and enforceable to the fullest.extent permitted by law. :

9.13. Force Majeure. Any Party shall be excused forﬁ] .and delays in performance
of its respective abligations under this Agresinent due to any causet syond the control and
without the fault of such party, including without limitation, any act of God, war, terrarism, bio-
terrorism, riot or inswrrection, Iaw or regulation, strike, flood, quake, water shortage, fire,
explosion or inability due to any.of the aforementioned causes to obfam necessary labor,
materials or facilities. This provision shiall nqttetmse such. Party fifiim using its best efforts to
avoid or remove such cause and such Party shall continue performance heseunder with the
utrost dispatch whenever such ¢auses afe reroved.. Upoit claammg any such excuse or delay for
non—perfonnanoc, such Party shaII give prompt written notice ﬂmrebf to the other Party, provided
that failure to give such notice shall not in any way ﬁmxttlmoperatiou .of this provision.

9.14. A jzati t. Th ion and performance of this Agreement
byCompanyandManagcrhavobecndnly e5Sary iaws, resolutions, and

obligations of Company and- Managcr in accuxdam:e with its terms. I

9.15. MQ% 'EbcParhmacknm@d_gcthattt{cParﬂcs mutual cooperation
lscnuca!to&xcabﬂltyof vanager and Conips ,ytapcsfom LGCe y and-efficiently its

¢ Hdk: m&ﬂreomerm formulating
and xmplemmung goals and ebjmves whmhm i Company sb m:e}:ests

9.16. jetary and_'ConﬁdcnnaI Informatlon, The Pa.rti&i agree with regard to
Confidential Information that Manags may"bé given or obtain 8s alresult of Manager's
performiance under this Agreement, or vice versd, such Confidential Information is secret,
confidential and proprictary, and shall be utilized only for those:purposes of this Agreement or as
otherwise directed or agreed to it wnﬁgg The termn “Confident Infounatmn Teans any.
information or knowledge concerning or in any way related to'the gracuces, pricing, activities,
strategies, business plans, financia! plans, irade secrets, relanoﬂshiﬁas and methodology of

- A/ﬂ" s |




Operations of the business, performance of the Administrative Services, or other matter relating
1o the business. The Parties shall take appropriate action to ensure that all employees permitted
access to Confidential Information are aware of its confidential andiproprictary nature and the
restrictions placed on its use. The Parties shatl ot reproduce or copyy the Confidential
Information of the Company, or any part thereof, in any mannier other than is necessary to
perform under this Agreement, arid-no Party shail disclose or otherwise make the Confidentlal
[nformation available to amy othef person, corporation, or other entity, except to the other Party,
or as otherwise required by law. ;

9.16.5 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 injuty or damage that are difficult to calculate, and which cannot be adequately
compensated by monetary damages. Accordingly, in the event of any violation ot threatened
violation of the confidentiality provisions of this Agreement, a non-violating Party shall be
entitled to an injunction restrafuing such viplation. '

9.17 Additional Assurances. The provisions of this Agregment shall be seif-operative

and shal not require further agreement by the Parties; proVided, however, at the request
of cither Party, the other, Party shall execute sich additional msmn‘nents aid take such additional
acts as ave reasonable and as the requesting Party may deem, necessary to effectuate this
Apgreement. '

9.18 sents, Approvals, and Exercise of Discretion] Whenever this requires any
consent or approval to be given by eitfier Party, or either Party. myst or may exercise discretion,
and except where specifically set forth to the contrary, the Parties agree that. such consent or
approval shall not be wnressonably. withheld or delayed, and that. such discretion shall be
reasonably exercised. '

NP

__Thisd Party Beneficiaries. Except as otherwise provided herein, this Agreement
shall not confer any rights or ténsedies upan-any person other fhan|Manager and Owner and their
.y B NPV LA 1

respective successors and per assigis. ;

Isignanes 1o follow] |

t
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IN WITNESS WHEREOF, the Parties agree to the foregof:ff terms of agreement through
the execution below by their respective, duly anthorized representatives as of the Effective Date.
| é

“COMPANY”
Mira Este

jes, LLC California Casiuabis Group
i

/4 N"% By,

“MANAGER”

SoCal Building Ventures, LLC

17
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Monarch Management Consulting, Inc.

B R

18 -

3923602



EXHIBIT 3



MANAGEMENT SERVICES AND OPTION AGREEMENT

This MANAGEMENT SERVICES AND OPTION AGREEMENT (the "Agreement”) is
made, catered into and effective as of January 2, 2018 (the “Effective Date™ by and among
SoCal Building Ventures, LLC (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 refated services in order 10
conduct Operations. The Company's real property is located at 10685 Roselle Street, San Diego.
California 92121 (the “Facility™), for which a CUP has been submitted with the City of San
Diego for such purposes. The Companys owus the Facility in fee simple. The planned Facility
will consist of approximately 20,000 SF. There is currently an unaffiliated tenant at the Facility
{which currently has 4000 SF). The Company seeks to lease the Facility 1o one or more
affiliated, qualified cannabis cultivation and/or manufactufing 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 rights to Manager under other
agreements between the primary parties.

LN

!

B. Manager is engaged in the Business of providing administrative and management
sarvices to health care entities and has the capacity to manage and administer the operations of
Company and to furnish Company with appropriate managerial. administrative. financial. and
technotogical support (the “Administrative Services™} for the Operations. Manager may assign
its obligations hereunder to an affiliate. San Diego Building Ventures. LLC, which shali also be
“Manager” hereunder as if an initial party hereto. There are currently to cannabis-related
operations occurring at the Facility.

C. Company desires management assistance in the Operations. 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 managementof the
Operations, and Manager desires to (1) assist Company in retaining the expertise of Oid
Operators, and (ii) provide Administrative Services to Company. all upon the terms and subject
to the conditions set forth in this Agreement.

s (H
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D. Manager is also seeking an option to acquire 2 50% 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 sufficicncy 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 lerms and conditions described herein, and
Manager accepts such engagement. Manager shall be the sole and exclusive provider of 1he
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 managgment 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 cutlined in this Agreement.

1.1.1, No Warranty or Representations. Company acknowledges that Manager has oot
made and will not make any express ot implied warranties or representations that the
Administrative Services provided by Manager will result in any particular 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 pirchasing goods at the Facility.

1.2.  Agency. Company hercby appoints Manager as Company’s true and lawful agent
throughout the Term of this Agreement, and Manager hercby accepts such appointment.

13. Powerof 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 attorney and
appoints Manager as Company’s true and lawful agent and attorney-in-fact cansistent 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.

o]
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ii. Tomake demand with respect 10. settle. and compromise such claims and 10
coordinate with collections agencies in the name of Company or Manager.

iii.  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.  Toeffectuate the pavment of Company expenscs. including to the Manager
for the Management Fee as it becomes dug. '

v. To sign checks, drafts. bank notes or other instruments on behalf of Company
and 1o make withdrawals from the Manager's Account for other paymenis
specified in this Agreement and as determined appropriate by the Manager.

1.4.  Documentation to Bank. Upon request of Manager. Compuny shall exeeute and
deliver to the financial institution wherein the Manager’s Account is maintained. such additional
documents or instruments as may be necessary to evidence or effect the limited power of
attomey granted to Manager. Company will not take any action that interferes with the transter
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 10 hold all funds in the Manager's Account in accordance with California agency
law.

1.5. Expiration of Power of Attornev. The power of anomey shall expire on the date
this Agreement is terminated. 1Ipon termination or expiration of this Agreemnent. 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.in a
manner determined a1t Manager's sole discretion, provide such services as are necessary and
appropriate for the day-to-day administration and management of Company”s business na
manner consistent with good business practice, including without limitation: Human Resources,
Information Technology. Equipment and Supplies. Banking. Accounting and Finance. Insurance
Procurement. Risk Managemen, Contract Negotiation. Culivation. Marketifig. and Licensing of
Intellectual Property, ‘Irade 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 personne! and other persons or entities needed to perform the Administrative Services for
Manager under this Agreement. All personnel will be employees. agents. or independent
contractars of the Company, and all costs (including payroll and withholding taxes and expenses.-
any employment insurance costs. health insurance expenses and insurance. and other eustomary
expenses) associated with such personnel shall be paid by Manager from Company funds
managed by Manager. or by Manager if such funds are insufficient.

197583 2

Lad



i

~ R

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 personne] shall be under the direction. supervision, and control of
Manager, and shall be employees of Manager. Manager shall be responsible {or seting 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 Manager indemnifies. defends,
and holds Company harmless from any such liability.

2.1.3. Training. Manager shall provide reasonabte training to personnel in all
aspects of the Operations material to the role of such personnel. including but not limited 10
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. Manager shall establish and administer accounting
procedures and controls and systems for the developmen, preparation. and keeping ol 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 report
and tax information returns required to be filed by Company. All of Company's 1ax 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 1o 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 dmely
fashion quarterly or more frequent operating reports and other business reports as reasonably
requested by Company. including without limitation (i) copies of bank statements and checks
relating to Company's bank accounts and (ii) all other financial inforniation and financial
stalements relating to Operations. :

2.1.8. Budgets. Manager shall prepare for review and approval by Company, all
cupital and annual operating budgets as needed. and such approval shall not be unreasonably
withheld.. '

2.1.9. Expenditures. Manager shall manage all cash receipts and disbursemenls -
of Company. including the payment on behall 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
conmection with the operation of the Operations as the ssme become due and payable. unless
payment thereof is being contested in good faith by Company. .

2.1.10. Contract Negotiations. Manager shall advise Company with respect 10
and negotiate. either directly or on Company's behalf. as appropriate und 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 Colleciion. On behalf of and for the account 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 timely 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 shatl
perform all tasks required for the good governance and operation af'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 morigage that encumbers the property. or Lo protect public safety.

2.1.13. Company Approval of Various Actions Relating to Qperations. The
parties agree Manager has authority to make decisions relating to the day-to-day business operations
of the Operations and execute on behalf of Operations all instrumers and documents needed in the
course of the cusiomary and ordinary operation of Operations, including the payment of ordinary
cxpenses incurred during Operations and vther related payments.  Manager shall also coordinate

any public statements or press interactions.

2.2.  Respopsibilities as Agent. In connection with the appointment 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 tunded 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 billings and claims for reimbursement, 1o take possession
of, and deposit into the Manager's Account (accruing such deposits on the general ledger of
Company) any cash. notes, checks, rnoney orders. insurance payments. and any other
instruments reccived in payment of accounts reeeivable. to administer such accounts including. -
but not limited to, extending the time or payment of any such accounts for eash. credit or
otherwise; discharging or releasing the obligors of any such accounts: assigning or selling ata
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 a Manager’s Account.
opened by and under the control and domain of Manager for the depusit of collections and the
disbursement of expenses and other purposes as sct forth herein. and (ii) such other accounts as
Manaper determines in iis sole discrétion are reasonable and necessary. Manager shall sign
checks. drafis. 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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diséretion. may make a pledge or assignment of Company’s accounts 1o support financing
instruments. ' :

2.2.4. Litigation Management. Manager shall, in consultation with Company.
(2) manage and direct the defense of all claims. actions. proceedings or investigalions against
Company or any of its officers. directors. employees or agenis 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 he implemented
by Company to effectively notify the community of the services of! fered 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 Technology and Computer Svstems. Manager shall set up
workstations and other information technology required for the Operations. -

22.7. Supplies. Manager shall order and purchase all supplics 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 conncction
with the Operations.

2.2.8. Retention Payments. From Company funds managed by 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-Guaranieed
Payment™) which shalt be due on the 15" of each month starting on January 15, 2018. The
Roselle-Guaranteed 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
1he second such anniversary to $63,280 per month. Notwithstanding anything else herein. no
payment of the Roselle-Guaranteed Payment shall be due or accrue uniess 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 refating to the monthly Roselle-Guaranteed
Payment paid to Monarch, Further provided. the Roselle-Guaranteed Payment shali 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 payments to Manarch.

7 3. RELATIONSHIP OF THE PARTIES

3.1.  Relationship of the Parties. Nothing contained herein shall be construed as
creating a parinership. trustee, fiduciary joint venture, or employment retationship between
Manager and Company. In performing all services required hereunder, Manager shall be in the
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relation of an independent contractor to Company, providing Administrative Services 1o the
Operations operated by Company.

4.  RESPONSIBILITIES OF COMPANY

4.1.  General Responsibilities of Company. Company shall own and operate the
Qperations during the Term of this Agreement. with Manager managing the day-to-day
Operations as provided herein. At all times during this Agreement. the Manager and Company
shall coordinate 10 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 loca! 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 Campany. From and aftcr the Effective Date,
Company and Manager shall coordinate and insure. at Company’s expense. that the Operations
are in compliznce with all Approvals issued by any and all local or state govemment regarding
the Company’s legal standing and ability to engage in the Operations at the Facility. including
but not limited 1o all requirements of any insurance or underwriters or any other body which may
exercise similar funetions, Company agrees 10 promptly deliver to Manager any notice of
violation of any said Approvals within three (3) calendar days of receipt by the Company.

42, Exclusivitv. 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 1o furnish Company with any sites for
conduct of its Operations. any policies or procedures for conduct af the Operations. or any of the
financial 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 Building Ventures,
LLC. or such other entity formed for such purpose by Manager. and Company and Oid Operators
acknowledge its approval of such assignment.

4.3. 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. to Company’s knowledge, it
holds or is pursuing all required Approvals. which for purposes of this Agreement means
collectively all applicable Califomia San Diego City and San Diego County licenses. approvals.
permits. authorizations, registratians and the like required by any governmental organization or-
unit having jurisdiction over Company or the Facility necessary 10 permit the Company to awn
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 exccution. delivery and
performance of this Agrcement have been duly authorized. :

T
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43.3. This Agreement constitutes a valid and binding obligation of the Company and
daes not and will not constitute a breach of or default under the chanter documents. membership
agrezments or bylaws as the case may be of Company or the terms. conditions. or provisions of
any law, order. rule, regulation. 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 Facility and all real and personal
property located therein. The Company has full power, authority and legal right to own such real
and personal property.

4.3.6. There is no litigation or proceeding pending or ihreatened against Company that
could reasonably be expected to adversely atfect the validity ol this Agreement or the ability of

_Company to comply with its obligations under this Agreement.

43.7. The Company nor any of its agents or subsidiaries has received any notice of
revocation. modification. denial or legal or administrating proceedings relating lo the denial.
revocation or modilication of any local or state approvals. which. singly or in the aggregalc.
would prohibit the Company’s Operations at the Facility.

5. FINANCIAL ARRANGEMENTS

5.1 All net income. revenue, cash flow. and other distributions from Operations will
be held by Manager as a Management Fee, subject 10 Manager’s further obligations to make
payments and pay rent and expenses as otherwise provided herein,

5.2 Once the current enancy is extinguished. Manager shall pay 1o 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. ‘

5.3, 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 assignee) and the Old Operators will
own the property and cash flows from Manager on a 5/30 basis.

54  The Old Operators are and will remain solely responsible for the lien on the

property of approximately $1,250,000, and shall make all paymenls due thereunder on a timely
basis pursuant 10 the terms of the indebtedness.

. é 8
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5.5  Prior 10 1he closing of Managef's exercise of the Option, one third (1/3) of any
remaining nel income is to be paid to Company (it being undersivod and agreed thai the Roselle-
Guaranteed Payments, once due. are credited toward this payment of 143 of remaining net
income sharing.) All such payments constitule a mau.nal part of Manager’s obligations under
this Agreement,

6. TERM AND TERMINATION

6.]. Term. Subject to the provisions contained in this Agrecment. this Agreement
shall commence as of the Effective Date and continue in full force and cticet for a period of
twenty (20) years. :

6.2. Termination. Except as provided herein, this Agreement is nol 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 wrilten notice. This Agreement
may be terminated thrcugh multual consent of Manager and Company. This Agreement may also
he terminated at the option of the Manager if the Operations fail to obtain either (i) any CUP or
other local approvals. or (ii) the required California Siate permissions and licenses. in each case
1o allow the conduet of Operations at the Facility. This Agreement may be terminated at the
option of the Company upon the failure by Manager to make any payments as are required
herein, and such failure has gone uncured for twenty-five (23) days fullowing notice to Manager
by Company and/or the Old Operators.

7. RECORDS AND RECORD KEEPING

7.1.  Access to Information. Company hereby authorize and prunts o Manager full
and complete access to all information. fnstruments, 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 pholocopying all relevant
books, agreements. papers, and records of Company. Manager shall further timely pmvide
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 to
implement the terms contained herein,

8. OPTION TO PURCHASE

8.1 Graniof Option. Company hereby grants Manager an option to acquire a
50% interest in the Facility. as well as 50% of all applicable permits and rights thereto, that
constitutes the land, buildings and imprevements 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 Sevenly Five Thousand Dollars

{$75.000.00). which $75.000 shall be pald 10 Old Operators on March 15, 2018, regardless of
whether Option has been exercised,

-
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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 licns 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 Operatars will be solely and personally responsible for
paying in a timely fashion and ultimately paying oft, the first
lien of approximately $1.250.000. They hereby inderanify
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 5% interest shall be exercised by the
Manager sending notice of exercise to the Company. Thercaficr., 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: : .- Optivn Exercise Price for 50% ol
) December 31, 2617 (or prior) $2.250.000

March 31. 2018 {or prior) $2.375.000

June 30. 2018 (or prio) §2,500.000

83  Closing of Escrow. Escrow shall closc on or before the sixticth (60™) day
following the Date of the Option Exercise. at the mutual direction of the Parties. with a qualified
escrow company located in San Diege County. The Parties shall cooperate und execute such
documents as are required to transfer the 50% interest in the land. building. and improvements (o

the Manager 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 o July L,
2018, all of Manager’s rights to exercise this Option shall expire. The expiration of thé 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 10. upon cxercise of the option hereunder at Section 8.1. grant Old
Y Operators. or their designee, a 33% ownership interest in the Series applicable 1o the Roselle
- 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
LO! dated October 17. 2017 among the Parties with respect to Managers of the Series and related
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issues set forth therein. The terms of the Operating Agreement for San Dicgo 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 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.

8.6, Gram of CUP, Nowithstanding 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 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.

following the granting of the CUP. to Manager’s satistaction. The cxpiration date of the Option
in section 8.4, above, is similarly tolled.

9, GENERAL

9.1. Conversion. Atthe option of Manager and in consultation with the Old
Operators. any nonprofit may be converted into a for-profit eatity and owned as the Parties may
otherwisc apree, and as is required for compliance with law.

9.2. Indemnificafion.

9.2.1. Indemnification bv Companvy. Company hereby agree 1o indemnify.
defend. and hold hanmless Manager, its officers, directors. owners. members. eniployees. 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 insurancc. arising {rom or relating to any witiful
misconduet 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 of hecome 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 Itold harmless Company. their respeciive officers. direciors. sharcholders, employees
and apents from and againsl any and all claims. damages, demands. diminution in vaiue. losses,
liabilities. actions. lawsuils and other proceedings. judgments. fines. assessments. penalties. and
awards, costs. and expenses {including reasonable attorneys’ fees). whether or not covered by
insurance, arising [rom 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
Muanager providing Administrative Services 1o the Company The provisions of this Section shall
survive termination or expiration of this Agreement. Natwithstanding the foregeing. Manager
shall not indernnify Company for the acts or omissions ol others employed or engaged by
Company. or for maters relating to operations at the two downstairs suites unless due to the
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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 1o Manager that might adversely
aflect 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 hercto. a
Party may give written notice to all other Parties setting forth the nature of such Dispute (the
“Dispute Notice™). The Parties shall meet and confer in San Diego County to discuss the
- Dispitte in good faith within five (5) days following the other Partics” receipt of the Dispute
Notice in an attempt to resolve the Dispute. All representatives shall meel at such date(s) and
time{s) as are mutually convenient to the representatives of each partivipant 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 following the date of receipt of the Dispute Notice by the other parties {the “Meet and
Confer Period™). then the parties shall attempt in good faith 1w senle the Dispute through
nonbinding mediation under the Rules of Practice and Procedures (the “Rules™) of ADR.
Services. lnc. ("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 to the Dispute shall share the
expenses of the mediator and the other costs of mediation on a pro rata basis.

9.3.3. Arbitration. Any Dispute which cannot be resolved by the Parties as
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 locate: the exact time and
location 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 10 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) shali have the power
10 grant all legal and equitable remedies provided by California faw 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 Counts. The prevailing party in any Arbitration hercunder shall be awarded
reasonable attorneys” fees, expert and nonexpert witness costs and any other expenses incurted
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directly or indirectly with said Arbitration. including without limitation the fees and expenses of
the arbitrator{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 15 EXPLICITLY -
WAIVING JURY TRIAL AND AUTHORIZING ANY AND ALL PARTIES TO FILE THIS

WAIVER WITH ANY CQURT AS THE WATVER REQUIRED UNDER Cal. C. Civ. Proc.
Sce. 63 1{H(2):

JURY TRIAL WAIVED:
Cnm% Mphager
By: — /M % BT
U »
B}'/ .
By: -

9.4. FEntire Aureement; Amendment. This Agreement constitules the entire apreement
among the Parties related to the subject matter hereof and supersedes all prior agreements.
understandings. and letters of intent relating 1o the subject matter hercof. This Agreement may
be amended or supplemented only by a wriling executed by all Parties. The Recitals 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 defivered 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. o and by the Partles at
the following addresses, or at such other addresses as the Parties may designate by written notice
in the manner set forth herein:

If to Manager: $oCal Building Ventures. LLC

13
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1f 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 al] of which. when taken together. will constitute one and
the same instrument. '

9.7. Govemning Law. This Agreement shall be construed and governed in accordance
with the laws of the State of California. without reference Lo contflict of law principles.

9.8.  Assignment. Unless expressly set {orth to the contrary hereinabove. this
Agreement shall not be assignable by any Party hereto without the express written consent of the
other Parties: provided. however. Old Operators may assign their holding interest to Monarch or
another legal entity owned by the Old Operators. and SoCal Building Ventures. L1.C may assign
all or a portion of its righis and obligations to San Diego Building Ventures. LLC.

9.9, Waiver. Waiver of any agreement or obligation set torth 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 excreise 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 Lherefor. No waiver shall be valid against any
Party untess made in writing and signed by the Party against whom enforcement of such waiver
i5 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 hereto and upon their
respective successors gnd assigas.

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
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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. Ifanyone or more of the pravisions of this Agrecment is adjudged
to any extent invalid, uncnforceable. or contrary to law by & court of competent jurisdiction. each
and all of the remaining provisions of this Agreement will not be affected thereby and shall be
valid and entforceable to the fullest extent permitted by law.

9.13. Eorce Majeure. Any Party shall be excused for failures and delayvs in performance
of its respective obligations under this Agreement due to any cause beyond the cuntrol 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 to obtain necessary labor.
raterials 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-perlormance, such Party shall give prompt written notice thereof to the other Party. provided
that failure 1 give such notice shall not in any way limit the aperation of this provision.

9.14, Authorization for Asrcement. The exeention 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 accordance with iis emms.

9.15. Duty to Cooperate. The Parties acknowledge thal the Partics™ mutual cooperation
is critical to the ability of Manager and Company 10 perform successfully and efficiently iis
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.

9.16. Proprictary and Confidential Information. The Parties agree with regard to
Confidential Information that Manager may be given or obtain as a result ol Manager's
performance under this Agreement. or vice versa, such Confideniial Information is secret.
confidential and proprietary. and shall be wtilized only for those purposes of this Agreement or as
otherwise directed or agreed to in wriling. The term “Confidential Information” means any
information ar knowledge conceming or in any way related to the practices. pricing. activities.
stralegies. business plans. financial plans, trade secrets. relationships and methodology of
Operatians of the business. performance of the Adminisirative Services. or other matter relating
1o the business, The Parties shall take appropriate action to ensure that all employces permitied
access to Confidential Information are aware of its confidential and proprietary nawre and the
restrictions placed on its use. The Parties shall not reproduce or copy the Confidential
Information of the Company. or any part thercof. 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, 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 Partics recognize that the disclosure of Confidential Information may pive rise
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to irreparable injury or damage that are ditficult 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 Agreement, a non-violating Party shall be
entitled to an injunction restraining such violation.

9.17  Additional Assurances. The provisions of this Agreeruent 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.

0.18 Consents. Approvals, and Exercise of Discretion. Whenever this requires any
consent or approval to be given by either Parly. 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 unreasomably withheld or delayed. and that such discretion shall be
reasonably exercised.

9.19 Third Party Beneticiariés. Except as otherwise provided herein. this Agreement

shall not vonfer any rights or remedies upon any person vther than Manager and Owner and their
respective successors and permitied assigns.
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[N WITNESS WHEREQF. the Partics agree to the foregoing terms of agreement through
the exccution below by their respective. duly authorized representatives as of the Effective Date.

“COMPANY™ T

Rosetle Propertigs. 1.L.C

VDR oy

“MANAGER>™

SoCal BL!IIdlm:. Ventures, LLC

L/

lts:

“OLD QPERATORS"

By: y% A %//
oy, P
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