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L. I %m an individual and am Chief Operating Officer of 1
|
SoCal Building Ventures, I.1.C (“SoCal”). I make this declaration in|

Opposition to Ex Parte Motion to Vacate Receivership Order. I have

facts set forth herein, and if

under oath.,
2. I was persorl
Defendants in this case; the

3

Defendants Balb%)a, SDHG

Management Set&vices and ¢
Delights, Mira Eiste, Hakim
Services and Optiion Agreer
Agreement") (coillectively,
attached hereto a:s Exhibits

3. In his ex par
a “Civil Penalty ]E\Iotice and

San Diego Municipal Code

House Dispensary parking |

DECLARATION OF CHRIS BERMAN

I, Chris l?erman, declare as follows:

se are the: (1) Management Services and (
Monarch, Hakim'and Malan (the "Balboa
Dption Agreement with Defendants Canns

and Malan (the "Mira Este Agreement");

the "Agreements"). True and correct copie
A, B, & C, respectively.

fe motion, Defendant Malan attaches, as E

Plaintiff-in-Intervention

support of Supplemental

personal knowledge of the

called upon to testify thereto, I could and would competently do so

ally involved with negotiating and executing three agreements with

Dption Agreement with
Agreement"); (2)
1bis Group, Devilish

and (3) Management

ment with Defendants Roselle, Hakim, and Malan (the "Roselle

s of the Agreements are

ihibit Q to his declaration,

Order” dated June 7 that identifies two di

ectional sign as violating

these signs state: “Tree House Dispensary in the back” and “Tree

below.” The City also notes that the second sign has an “illegal

electrical connection without the required permits, approvals and inspection.”

4. Defendant M

electrical connection, This i

do with this signage or elec

these signs and electﬁcal ca

rical connection. Defendant Malan install

apparently never did. Defendant Malan in fact texted me and SoCal’s

March 2, 2018 with picture:

falan contends thaf SoCal is responsible for these signs and illegal

s completely false and intentionally misleading, SoCal had nothing to

d and is responsible for

nnection. He was also told he needed a permit for the signs but

CEO, Dean Bornstein, on

s of the signs and then later called me to ask me how they looked. A

true and correct copy of these text messages from Mr. Malan is attached hereto as Exhibit D.

i
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I declare under penalty of perjury under the laws of the State

f California that the

foregoing is true and correqt, and that this declaration is executed on August 12, 2018, at

Westlake Village, California, -
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DECLARATION OF CHRIS BERMAN

erman, Declarant




EXHIBIT A

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, LLC, a California limited liability company (collectively, the “Company” and
“Optionor” as context requires), Monarch Management Consulting, Inc., a California
corporation (individually referred to herein as “Monarch™), Chris Hakim, an individual, and
Ninus Malan, an individual (together, the “Old Operators”) (collectively, the “Parties”).

RECITALS
WHEREAS,
A. Company is a California mutual benefit corporation (which may aiso 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,
technological, managerial, human resources, financial, inteliectual property, and related services
in order to provide services to its patients, The Company operates its dispensary at 8863 Balboa
Avenue, Suite E., San Diego CA 92123 and 8861 Balboa Avenue, Suite B, San Diego, CA
92123 (collectively, the “Facility’), for which 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 1o health care entities and has the capacity to manage and administer the operations of
Company and to futnish 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, LLC, 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 {o provide Administrative Services as.are necessary
and appropriate for the day-to-day administration and management of the Operations, and
Manager desites to provide Administrative Services to Company, 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.
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NOW, THEREFORE, in consideration of the mutual promises contained herein and for
other good and valuablé consideration, the receipt and sufficiency of which are acknowledged by
the Parties, the Parties agree as follows:

TERMS OF AGREEMENT

1. ENGAGEMENT

1.1.  Engagement of Manager. Company hereby engages Manager to provide the
Administrative Services for the Operations on the terms and conditions described herein, and
Manager accepts such engagement. Manager shall be the sole and exclusive provider of the
administrative, management, and other services to be provided to or on behalf of Company for
the Operations as more particularly outlined herein. Manager in its sole discretion shall
determine which services shall be provided to Company from time-to-time so long as the
Administrative Services are provided in compliance with this Agreement. For purposes of this
Agreement, “Administrative Services” shall not include any management services relating to
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
Agpreement.

[.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 particular amount or leve! of
income to the Company. Specifically, Manager has not represented that its Adminisirative
Services will result in higher revenues, lower expenses, greater profits, or growth in the number
of clients receiving services or purchasing goods at the Facility.

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 appointment.

1.3, Power of Attorney. In connection with billing, collection, banking, and related
setvices incident Lo or under the Administralive 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 consistent with
Manager’s duties under this Agreement, and Manager hereby accepts such special power of
attorney and appointment, for the following purposes:

i.  To-submit bills in Company’s name and on Company’s behalf, including all
claims for reimbursement or indemnification from, health plans, all other third
party payors, and its patients and customers for all services provided to
patients and customers.

it,  To collect and deposil 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.

iii.  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.  Totake 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.

1.4.  Documentation to Bank. Upon request of Manager, 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 withdrawal of any funds from the Managet’s Account for any purpose.
Manager agrees to hold all funds in the Manager’s Account in accordance with California agency
taw.

1.5.  Expiration of Power of Attorney. The power of attorney shall expire on the date
that this Agreement is terminated. Upon termination or expiration of this Agreement, Manager
{urther agrees to execute any and all documentation confirming the termination of this limited
power of attorney.

1.6.  Manager Payment to Company vn Effeclive Date. From und afler the Elfective
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
FR&E. Further, upon the Effective date Manager shall pay the Company $125,000 for the
FF&E, which amount shall also serve as a credit against the purchase price if Manager ¢xercises %
its option under Section 8 below. Manager shall lend Company an additional $83;000 Y, ocs8)
reimbursement for old inventory, which shall be payable by Company to Old Operators. Lastly,
upon the Effective Date hereof, Manager shall pay the Old Operators $66,000 for reimbursement
ol 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.

gy
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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 in a
manner consistent with good business practice, including without limitation: Human Resources,
Information Technology, Equipment and Supplies, Banking, Accounting and Finance, Insurance
Procurement, Risk Management, Contract Negotiation, Marketing, Management of Patient
Records, and Licensing of Intellectual Propetty, Trade Names and Trademarks, as all are more
specifically set forth below.

2.1.1. Personnel. Manager has full right, obligation, and authority to hire and
retain personnel and other persons or entities needed to perform the Administrative Services for
Manager under this Agreement. All personnel will be employees, agents, or independent
contractors of the Company, and all costs (including payroll and withholding taxes and expenses,
any employment insurance costs, health insurance expenses and insurance, and other customary
expenses) associaled with such personnel shall be paid by Manager from Company funds
managed by Manager, or by Manager if such funds are insufficient.

2.1.2. Manager Personnel. Manager may employ or contract withand provide
all necessary personnel (*Manager Personnel”) it reasonably needs to provide the Administrative
Services hereunder. Such personnel shall be under the direction, supetvision, 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
shail 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 maintenanice matters.

2.14. 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 development, preparation, and keeping of records
and books of accounting related to the business and financial affairs of Company. Such books
and records shall at all times be accessible and available to Company and the Old Operators.

2.1.6, Tax Matters. Manager shall oversee the preparation of the annual repott
and tax information returns required to be filed by Company. All of Company’s tax obligations
shali 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
arder 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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2.1.7. Reports and Information. Manager shall furnish Company in a timely
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 information and financial
statements relaling to Operations.

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

2,1.9. Expenditures. Manager shall manage all cash receipts and disbursements
of Company, including the payment on behalf of Company for any of the items set forth in this
Article 2, such as taxes, assessments, licensing fees, and other fees of any nature whatsoever in
connection with the operation of the Operations as the same become due and payable, unless
payment thereof is being contested in good faith by Company.

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

2.1.11. Billing and Coliection. 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 shall
perform all tasks required for the good governance and operation of the Operations, including
making reasonable repairs, at Company’s expense, for any facility used in the Operations as may
be required under any lease or mortgage that encumbers the property, or to protect public safety.

2.1.13. Company Approval of Various Actions Relating to Operations. The
parties agree Manager has authority to make decisions relating to the day-to-day business aperations
of the Operations and execute on behalf of Operations all instruments and documents needed in the
course of the customary and ordinary operation of Operations, including the payment of ordinary
expenses incurred during Operations and other related payments, Manager shall also coordinate
any public statements or press interactions,

2.2.  Responsibilities as Agent. In connection with the appointment of Manager as
Agent of Company under Section 2.1 above, Manager shall further underiake 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
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customers, insurance companies and plans, all state or federally funded benefit plans, and all
other third party payors or fiscal intermediaries.

2:2.2. Collections. Manager shall collect and receive on Company’s behalf, all
accounts receivable generated by such 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 accounts. receivable, to administer such accounts including,
but not limited to, extending the time or payment of any such accounts for cash, credit or
-otherwise; discharging or releasing the obligors of any such accounts; assigning or selling-at a
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 deposit of collections and the
disbursement of expenses and other purposes as set forth herein, and (ii) such other accounts as
Manager determines in its sole discretion are reasonable and necessary. Manager shall sign
checks, drafls, barik notes or other instruments on behaif 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 support financing
instruments,

2.24. Litigation Management. Manager shall, in consultation with Company, (a)
manage and direct the defense of all claims, actions, proceedings or investigations against
Company or any of its officers, directors, employees or agents in their capacity as such, and (b)
manage and direct the initiation and prosecution of all claims, actions, proceedings or
investigations brought by Company against any person other thah Manager.

2.2.5. Marketing, Advertising, and Public Relations Programs. Manager shall
propose, with Company’s consultation, marketing and advertising programs.to be implemented
by Company to effectively notify the community of the services offered by Company. Manager
shall advise and implement such marketing and advertising programs, including, but not limited
to, analyzing the effectiveness of such programs, preparing marketing and advertising materials,
negotiating matketing 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 cthics, laws, and regulations.

2.2.6. Information Technology and Computer Systems. Manager shall set up
workstations and other information technology required for the Operations.

2.2.7. Supplies. Manager shall order and purchase all supplies in connection
with the Administrative Services and the Operations, including all necessary forms, supplies and
postage, provided that all such supplies acquired shall be reasonably necessary in connection
with the Operations.
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2.2.8. Retention Payments. Manager shall make payments to Monarch in the
dggiu regate of $35,000 per month (the “Balboa-Guaranteed Payment”) which shall be due on the
" of each month starting on January 15, 2018. The Balboa-Guaranteed Payment shall be
mueased by 12.5% on December 1, 201 8 and increased again by 12.5% on December 1, 2019,
Monarch shall be responsible for all income and other taxes due relating to the monthiy 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 lo 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. Atall times during this Agreement, the Manager and Company
shall coordinate 1o 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 Agreement. Company
agrees to promptly deliver to Manager any notice of denial or revocation of any such Approvais
within three (3) calendar days of receipt by the Company. From and after the Effective Date,
Company and Manager shall coordinate and insure, at Company’s expense, that the Operations
are in compliance with all Approvals issued by any and all local or 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 functions. Company agrees to promptly deliver to Manager any notice of
violation of any said Approvals within three (3) calendar days of receipt by the Company,

4.2,  Exclusivity. During the term of this Agreement, Manager shall serve as
Company’s sole and exclusive manager and provider of the Administrative Services, and
Company shall not engage any other person or entity to furnish Company with any sites for
conduct of its Operations, any policies or procedures for conduct of the Operations, or any of the
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,
LI.C, or such other entity formed for such purpose by Manager, and Company and Old Operators
acknowledge its approval of such assignment.

4.3.  Representations and Warranlies of Company.
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43.1. Company represents and warrants to Manager as follows:

43,2, Company is duly organized, validly existing and in good standing undet
the laws of California. The Company represents and warrants that, to Company’s knowledge, it
holds or is pursuing all required Approvals, which for purposes of this Agreement means
collectively all applicable California San Diego City and San Diego County licenses, approvals,
permits, authorizations, registrations and the like required by any governmental organization or
unit having jurisdiction over Company or the Facility necessary to permit the Company to own
and operate the Facility as a cannabis retail store.

4.3,3. The Company has full power, authority and legal right to execute, perform
and timely observe all of the provisions of this Agreement. The Company’s execution, delivery
and performance of this Agreement have been duly authorized.

43.4, This Agreement constitutes a valid and binding obligation ol 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 ol its asscts 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.

4.3.6. 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 [ull power, authority and legal right to awn
such real and personal property.

4.3,7. There is no litigation or proceeding pending or threatened against
Company that could reasonably be expected to adversely affect the validity ol 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 subsidiarjes has received any notice
of revocation, modification, denial or legal or administrating procecdings relating to the denial,
revocation or modification of any local or state approvals, which, singly or in the aggregate,
would prohibit the Company’s Operations 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 furiher 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 Balboa 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-Guaranteed Payments
paydble to Monarch, (ii) the $15,000 monthly payments to Balboa Ave Cooperative prior to the
Option as referenced in Section 5.2, and afier 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 reimburseinent of sums spent for tenant improvements, and
(iv) Manager’s Operations expenses. Prior to 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.) Al such payments constitute a material part of Manager’s
obligations under this Agreement,

54  Notwithstanding anything else herein, the Old Operators and Manager will split
the costs of CUP and other mitigations 50/50, and once the Option is exercised, the Manager (or
its agsignee) 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. Termination. Except as provided herein, this Agreement is not 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 iinety (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 or
other local approvals, or (ii) the required California State permissions and licenses, in each case
to ailow the operation of a retail, non-medical cannabis business. 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 (25) days following notice
o 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 aceess 1o all information, instruments, and documents relating to Company which
may be reasonably requested by Manager to perform its obligations hereunder, and shal! disclose
and make available to representatives of Manager for review and photocopying all relevant
books, agreements, papets, and records of Company. Manager shall further timely provide
Company with all books and records generated from Operations, This shall be 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 forand in consideration of Manager’s
payment of a non-refundable Option fee towards the Option Exercise Price of Seventy Five
Thousand Dollars ($75,000.00), which $75,000 shall be paid to Old Operators on March 15,
2018, regardless of whether Option has been exercised.

8.2  Option Exercise Price. The Option for this 50% interest shall be exercised by the
Manager sending notice of exercise to the Company. Thereafter, before the Closing Date,
Manager shail deposit into Escrow the following amounts (each an independent “Option
Exercise Price”) depending upon the date of the notice of exercise as follows:

Daie 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 priot) $3,000,000 (50% of $6,000,000
Facility valuation

8.3  Closing of Escrow.  Escrow shall close on the Date of the Option Exercise, at
the mutual direction of the Parties, with a qualified escrow company located in San Diego
County. The Parlies shall cooperate and execule 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
located within the HOA where the Facility is located, As such, the Parties agree to cooperate in
holding title to the Facility separate from the other real properiy owned by San Diego United
Holdings Group, LLC consistent with the terms of this Agreement,

84  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 related terms of this Agreement.

8.5  Manager’s Operating Agreement — Old Operator’'s Ownership in Manager. It is
the intent of the Parties to, upon exercise of the option hereunder at Section 8.1, grant Old
Operators, or their designee, a 33% ownership interest in the Series applicable to the Balboa
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Facility in San Diego Building Ventures, LLC, a Delaware Series Limited Liability Company
upon . Such ownership interest shall become effective as of the closing of the Option, and the
Parties shall incorporate into that Operating Agreement Serjes such terms as are reflected in that
certain LOI dated October 17, 2017 among the Parties with respect to Managers of the Series and
related issues set forth therein. The terms of the Operating Agreement for San Diego Building
Ventures, LLC shall govern the operations of the Balboa Facility and the Manager upon the
closing of the Option, The Parties shall cooperate on the final structural decisions and
documentalion consistent with the lerms 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  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 putchase one or more of these other
five (5) units already owned by San Diego United Holdings Group, LL.C , the parties agree to
negotiate the purchase a 50% interest in one or more of these other units in addition to the Option
Exercise Price referenced in Section 8.2 above, and held by Manager 50% with the Company.

8.7 HOA Resolution, Notwithstanding anything else contained in this
Agreement, no obligation, passage of time, date, or other matter with respect to the Option shall
become effective until the dispute with the Montgomery Ficld Business Condominiums
Association (the ‘HOA Matter,” which shall include Case No. 37-2017-00019384-CU-CO-CTL
pending in the Superior Court of San Diego, the dispute underlying said action, and all related
matters) is resolved to the satisfaction of Manager. In that regard each of the dales 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 Option 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.

9.2.1. Indemnification by Company. Company hereby agree to indemnify,
defend, and hold harmless Manager, its officers, directors, owners, members, employees, agents,
affiliates, and subcontractors, from snd against any and all claims, damages, demands,
diminution in value, Josses, liabilities, actions, lawsuits and other proceedings, judgments, fines,
assessments, penalties, awards, costs, and expenses (including reasonable attorneys’ fees) related
to third party claims, whether or not covered by insurance, arising from or relating to any wiliful
misconduct relating to the breach of this Agreement by Company. The provisions of this Section

ST R




shall survive termination or expiration of this Agreement. Company shall immediately notify
Manager of any lawsuits or actions, or any threal thereof, that are known or become known to
Company that might adversely affect any interest of Company or Manager whalsoever.

9.2.2. Indemnification by Manager. Manager hereby agrees to indemnify, ‘
defend, and hold harmless Company, their respective officers, directors, shareholders, employees
and agents from and againsi 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 insurance, and (c) all other Operations conduct at the Facility as patl 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 any physicians, or others
employed or engaged by Company. 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 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 occurred (colleclively, a “Dispute™), such Dispute shall be settled in
accordance with the following procedures:

9.3.1. Meet and Confer, Ii the event of a Dispute among the Parties hereto, 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
Dispute in good faith within five (5) days following the other Parties’ receipt of the Dispute
Notice in an attemipt to resofve the Dispute. All representatives shall meet at such date(s) and
time(s) as are mutually convenient to the representatives 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 Dispute Notice by the other parties (the “Meet and
Confer 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
Services, Inc. (“ADR Services™) in San Diego County within thirty (30) days of delivery of the
initial Dispute Notice. A single disinterested third-party mediator shall be selected by ADR
Services in accordance with its then current Rules. The Parties 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
“Axbitration”)., 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
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the parties mutvally agree to have such proceeding in some other locale; the exact time and
location shall be decided by the arbitrator(s) selected in accordance with the then current Rules
of ADR Services. The arbitrator(s) shall apply California substantive law, or federal substantive
law where state law is preempted. The arbitrator(s) selected shall have the power to enforce the
rights, remedies, duties, liabilities, and obligations of discovery by the 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) shail have the power
to grant all fegal and equitable remedies provided by California law and award compensatory
damages provided by California law, except that punitive damages shall not be awarded. The
arbitrator(s) shall prepare in writing and provide to the Parties an award including factual
findings and the legal reasons on which the award is based. The arbitration award may be
enforced through an action thereon brought in the Superior Court for the State of California in
San Diego County. The prevailing party in any Arbitration hereunder shall be awarded
reasonable attorneys’ fees, expert and nonexpert witness costs and any other expenses incurred
directly or indirectly with said Arbitration, including without limitation the fees and expenses of
the 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 TO FILE THIS
WAIVER WITH ANY COURT AS THE WAIVER REQUIRED UNDER Cal. C. Civ. Proc.
See. 631(H)(2):

JURY TRIAL WAIVED:

Cmm%/ Manager
/f/ M pd By

94. Entire Agreement: Amendment. This Agreement constiluies the entire agreement
among the Parties related to the subject matter hereof and supersedes all prior agreements,
understandings, and letters of intent relating to the subject matter hereof. This Agreement may
be amended or supplemented only by a writing executed by all Parties. The 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 rcecived when delivered, if delivered in person, or four (4) days
after being mailed by certified or registered mail, postage prepaid, return receipt requested, or
one (1) day after being sent by overnight courier such as Federal Express, 1o and by the Parties at
the following addresseés, or at such other addresses as the Parties may designate by written notice
in the manner set forth herein:
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I’ to Manager: SoCal Building Ventures, LLC

If to Company: A AXeA
If to Old Operators:

é///m A Wz//

9.6. Counterparts, This Agreement may be executed in any number of counterparts,
cach of which shall be an original, but all of which, when taken together, will constitute one and
the same instrument,

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

9.8.  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, Old Operators may assign their holding interest to Monarch or
another legal entity owned by the Old Operators, and SoCal Building Ventures, LL.C may assign
all or a portion of its rights and obligations to San Diego Building Ventures, LLC.

9.9. Waiver. Waiver of any agreement or obligation set forth in this Agreement by
either Party shall not prevent that party from later insisting upon full performance of such
agreement or obligation and no course of dealing, partial exercise or any delay or failure on the
part of any Party hereto in exercising any right, power, privilege, or remedy under thig
Agreement or any related agreement or Instrument shall impair or restrict any such right, power,
privilege or remedy or be construed as a waiver therefor, No waiver shall be valid against any
Party unless made in writing and signed by the Party against whom enforcement of such waiver
is sought.

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

398374.2




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
construed against the drafting party shall not apply.

9.12. Severability, If anyone or more of the provisions of this Agreement is adjudged
to any extent invalid, unenforceable, or contrary to law by a court of competent jurisdiction, each
and all of the remaining provisions of this Agreement will not be affected thereby and shall be
valid and enforceable to the fullest extent permitied 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 contro} and
without the fault of such party, including without limitation, any act of God, war, terrorism, bio-
tertorisin, riot or insurrection, law or regulation, strike, flood, earthquake, water shortage, firve,
explosion or inability due to any of the aforementioned causes to obtain necessary {abor,
materials or facilities. This provision shall not release such Party from using its best efforts to
avoid or remove such cause and such Party shall continue performance hereunder with the
utmost dispatch whenever such causes are rémoved. 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 of partnership action, and this Agreement constitutes the valid and enforceable
obligations of Company and Manager in accordance with its terms.

9.15. Duty to Cooperate. The Parties acknowledge that the Parties’ mutual cooperation
is critical to the ability of Manager and Company to perform successfully and efficiently its
duties hereunder. Accordingly, each party agrees to cooperate fully with the other in formulating
and implementing goals and objectives which are in Company’s best interests.

9.16. Proprietary and Confidential Information. The Parties agree with regard to
Confidential Information that Manager may be given or obtain as a result of Manager's
performance under this Agreement, or vice versa, such Confidential Information is secret,
confidential and proprietary, and shall be utilized only for those purposes of this Agreement or as
otherwise directed or agreed to in writing. The term “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 lake 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, corporation, or other entity, excepl to the other Party,
or as otherwise required by law.
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9.16.1. All Confidential Information constitutes a valuable, confidential, special
and unique asset, The Parties recognize that the disclosure of Confidential Information may give
rise to irreparable injury or damage that are difficult to calculate, and which cannot be adequately
compensated by monetary damages, Accordingly, in the event of any violation or threatened
violation of the confidentiality provisions of this Agreement, a non-violating Patty shall be
entitled to an injunction restraining such violation.

9.17. Additional Assurances. The provisions of this Agreement shall be self-operative
and shall not require further agreement by the Parties; provided, however, at the request of either
Party, the other Party shall execute such additional instruments and take such additional acts as
are reasonable and as the requesting Party may deem necessary to effectuate this Agreement.

9.18. Consents, Approvals, and Exercise of Discretion. Whenever this requires any
consenl 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. Excepl 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]

S e



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

“MANAGER”

SoCal Building Ventures, LLC

By:

Its:

“OLD OPERATORS”

By:l / e P .

By: / / /{/ ps M/
L/ V\J ¥ L

MoﬁZnagemem Consuiting, Inc.

R}’ZV e / b M/

—
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EXHIBIT B

MANAGEMENT SERVICES AND OPTION AGREEMENT

This MANAGEMENT SERVICES AND OPTION AGREEMENT (the “Agreement”) is
made, entored into and effective as of January 2, 2018 (the “Effective Date™) by and among
SoCal Building Ventures, LL.C (“Manager” and “Optionee” as context requires), and
California Cannabis Group, a California nonprofit mutual benefit corporation, Devilish
Delights, Ine., a California nonprofit mutual benefit corporation, aiid Mira Este Properties,
LLC,a Calll’omm limited liability company (collectively the “Company” and “Optionor” as
context requires), and Chris Hakim, an individual, and Ninus Malan, an individual (together
whn may also be referred lo as the “Old Operators™) (collectively, the “Parties”).

RECITALS
WHEREAS,

A. Company consisls of the real property owner as well:as two California mutual

benefit corparations (which may also be referred to herein as the “Nonprofits™) which operate a
medical marijuana manufacturing operation (the “Operations”), and which are in need of
business consulting, accounting, administrative, technological, managerial, human resources,
financial, intellectual property, and related services in order to conduct Operations. The
Company s Operations are located at 9212 Mira Este Courl, San Diego, CA 92126 (the

“Facility’), for which a CUP has been submitted with the City of San Diego for such purposcs.
Mira Este Properties, LLC (which may also be referred to herein as the “Mira Este LLC") owns
the Facility in fée simple. The Facility also includes one ol the downstairs suites of’
approximately 1,200 sf for a manufacturing room. The Facility Opetations has an existing
managey hired by the Nonprofits, namely Monarch Management C,onsulunh, Inc. (whu.h may
also be relerred to herein as “Monarch”) which as part of this Agreement is assigning ils
management rights and entering inlo the Assigament and Release appearing as Exhibit A to this
Agreement. Chris Hakim and Ninus Malan co-own Monarch and Mira Este LLC, and are also
the sole members of the Board of Directors of the Nonprofits,

B. Manuger is engaged in the business of providing administrative and matugement
servicas to heallh care entities and has the capacity 10 manage and administer the operations of
Company and to furnish Company wilh appropriale managerial, administrative, financial, and
technological support (the “Administritive Services”) for the Operations. Manager may assign
its obligations hereunder to an affiliate, San Diego Building Ventures, LLC, which shall also be
“Manager™ hereunder as if an initial party héreto.

C, Company desires management assistance in the Operations. To accomplish this
goal, Company desires to (i) ensure Old Operators are compensated (o retain their expertise and
continued support of the Operations, and (ii) engage Manager to provide Administrative Services
as are necessary and appropriate for the day-to-day administration and management of the
Opetations, and Manager desires to (i) assist Compaiy in retaining the expertise of Monareh, and

(ii) provide Administrative Services to Company, all upon the lerms-and subject to the conditions
set lorth in this Agreement.

. ‘ ) l
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D. Manager is also seeking an option to acquire a 50% ownership interest in the
Facility, and Company is willing 1o grant such an option as provided heie¢in,

NOW, THEREFORE, in consideralion of the mutual promises contained herein and (or

other good and valuable consideration, the receipt and sufficiency of which are acknowledged by
the Parties, the Parties agree as follows:

TERMS OF AGREEMENT

1. ENGAGEMENT

I.1.  Engagement of Manager. Company hereby engages Manager to provide the
Administrative Services for the Operations on the terms and conditions described herein, and
Manager accepls such engagement. Manager shall be the sole and exclusive provider of the
administrative, management, and other services 10 be provided to or on behalf of Cosiipany for
the Operations as.more particularly outlined herein. Manager in its sole discretion shall
determine which services shall be provided to Company {rom time-to-time so long as the
Administrative Services are provided in compliance with this Agresment, For purposes ol this
Agreement, “Adminisirative Services” shall not include any management services to Mira Este
LL.C reldting to its ownership of the Facility unless and until Manager exercises the option to
purchase 50% ofl the Facility as more particularly outlined in this Agreement.

I.1.2 Sepregated Portion of Facility, The Facility contains 1wo downstairs suites,
comprising approximately 3,000 square fect, ‘One of the suites of approximaiely 1,200 sl is
-inchuded in this transaction, and the remaining space is outside the scope of this Agreement.
Provided, however, the Parties agree to allow the Company or its assignee, designee; or one or
more Company Parties to operate in the remaining downstairs suite under all cannabis licenses
issued at the Facility, with rent of $1.00 per month paid to Mira Este LLC for such tenancy, and
conlinuning for a period of 34 years.

[.1.3 Mo Warranty or Representations. Company acknowledges that Manager has not
made and will not make any express or implied warrantics or representations that the
Administrative Services provided by Manager will result in any particular amount or Jevel of
income to the Company. Specifically, Manager has not represented that its Adminislrative
Services will result in higher revenucs, lower expenses, greater profils, or growth in the number
of clients receiving services or purchasing goods at the Pacility.

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

1.3, Powocr of Attorney. In connection with billing, collection, banking, and related
services incident (0 or under the Administrative Services to be provided hereunder, Company, in
accordance with applicable law, hereby grants to Mandger a limited power of atlorney and
appoinis Manager as Company’s true and {awlul agent and attorney-in-fact consistent with
Manager™s duties under this Agreement, and Manager hereby accepts such special posver of
attorney and appointment, for the following purposes:
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i.  To collect and deposit all amounis received, imcluding all cash received,
patient co-payments, cost reimbursements, co-insutance and deductibles, and
accounts receivable, into the “Manager’s Account,” which shail be and at all
times remain in Company's name through accrual on Company’s accounting
records.

il.  To make demand with respect to, settle, and compromise such claims and to
coordinate with collections agencies in the name.of Company or Manager.

iil.  To take posscssion 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 Manageinenl Fee as it becomes due.

v.  To sign checks, drafts, bank noles or other instruments on behall of Company
and 1o make withdrawals from the Manager’s Account for othex payments
specified in this Agreement and as determined appropriaie by the Manager.

14, Documentation to Bank. Upon request of Manager, Company shal! exceute and
deliver to the financial institution wherein the Manager's Accounl is maintained, such additional
document(s or inslruments as may be necessary to evidence or effect the limited power of
attorney granted 1o Manager, Company will not take any action that interferes with the lransfer
of funds to or from Manager’s Account, nor will Company or its agents remove, wilhdraiv or
authorize the removal or withdrawal of any funds from the Manager’s Account for any purpose.
Manager agrees to hold all funds in the Manager's Account in accordance with California agency
law,

1.5,  Expiration of Power of Aitorney. The power of altorney shall expire on the date
this Agreement is terminated. Upon términation ot expiration of this Agreement, Manager
further agrees to execute any and all documentation confirming the termination ot this limited
power of atiorney.

2. DUTIES AND RESPONSIBILITIES OF MANAGER

2.1.  QGeneral Responsibilities, During the Term of this Agreement Manager shall, in
manner determined at Manager's sole discretion, provide such services as are necessary and
approptiate for the day-to-day administeation and management of Company’s business in a
manner consistent with good business practice, including withou! limitation: Human Resoutces,
information Technology, Equipment and Supplies, Banking, Accounting and Finance, Insurance
Procurement, Risk Management, Contract Negotiation, Manufacturing, Marketing, and
Licensing of Intellectual Property, Trade Names anid Trademarks, a5 all are more specifically set
forth below.
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2.1.1. Personnel. Manager has full right, obligation, and authority lo 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 conlractors of the Company,
and all costs (ineluding payroll and withholding taxes and expenses, any employment insurance costs,
health insurance expenses and insurance, and other customary expenses) associated with such personnel
shall be paid by Manager from Company funds managed by Manager, or by Manager it such funds are
insufficient.

2.1.2. Manager Personnel. Manager may employ or contract with and provide
all necessary personnel (“Manager Personnel”) it reasonably needs to provide the Administralive
Services hereunder. Such personnel shall be under the direction, supervision, and contral 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 harnless from any such liability.

2.1.3. Training. Manager shall provide reasonuble training to personnel in all
aspeets of the Operations material to the role ol such personnel, including but not limited (o
administeative, finaneial, and equipment maintenance matlers.

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 development, preparation, und keeping of records
and books of accounting related to the business and {inancial 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 tax obligations
shall be paid-by Manager otit of Company's flnids managed by Manager, Manager shall proyide
such information, compilations, and other relevant information to Company on a timely basis in
order to file al} 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, Munager shall furnish Conmpany in a timely
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
rélating to Company's barik accounts and (i) all other financial information and tinarcial
stalements refating to Operations,

2.1.8. Budgets. Manager shall prepave for review and approval by Company, all
capital and annual operating budgets as needed, and such approval shali not be unreasonably

withheld.
\ .4
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2.1.9. Dxpenditures. Manager shall manage all cash receipts and disbursements
of Company, including the payment on behalf of Company for any of the items set forth in this
Article 2, such as taxes, assessiments, licensing fees, and other fees of any nature whatsoever in
connection with the operation of the Operations as the same become due and payable, unless
payment thereof is being contested in good faith by Company.

2.1.10. Conlract Negotiations. Manager shall advise Company with respect lo
and negoliate, clthCI directly or on Company’s behalf, as appropriate and permitted by applicable
las, such contractual atrangements with third Patties as are reasonably necessary and
appropriate for Company’s Operations,

2.1,11. Billing.and Collection. 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 rensonable efTorts to bill and collect in a timely manner all professional and
other fecy for all billable services provided by Company.

2.1.12. Al Other Mautiers Reasonably Needed for Operations. The Manager shall
perform all tasks required for the good governance and operation of the Operations, including
making reasonable repairs, al Company’s expense, for uny lacilily dsed in the Operations as may
be required under any lease or mortgage that encumbers the property, or to protect public safety.

2.1.13. Company Approval of Various Actions Relating to Operalions. The
parties agree Manager has aothority to make decisions relating to the day-to-day business aperations
of the Operations and éxecute on behalf of Operations all instruments and documents needed in the
course of the customary and ordinary operalion of Operations, including the payiment of ordinary
expenses incwrred during Operations and other related payments.  Manager shall also coordinate
any public statements or press inferactions.

2.2.  Responsibilitics as Agent. In connection wilh the appoiniment of Manager as

Agent of Company under Section 2.1 above, Manager shall further undertake the following:

2.2.1. Billing. Manager shall bitl, in Company’s name and on Company’s
behalf, any claims for reimbursement, cost ofTset, or indemnification from members or
customers, insurance companies and plans, all stale or federally funded benefit plans, and all
other third party payors or fiscal intermediaries.

2.2.2. Collections. Manager shall collect and receive on Company’s behalf, all
accounts receivable generated by such billings and claims for reimbursement, 1o take possession
of, and deposil into the Manager’s Account (aceruing such deposits on the general ledger of
Company) any cash, notes, checks, money ordcrs, insurance payments, and any other
instruments reccived in payment of accounts receivable, to administer such accounts including,
but not limited 1o, extending the thme or payment ol any such accounts for cash, credit or
otherwise; discharging of reléasing the ubilg,ms of any such accounis; assigmn;:, or selling at a

discount such accounts to collection ageneies; or laking r other measures to require the payment of
any such accotnts.




2.2.3. Banking. The Parlies shall cooperate in opening such bank accounts as
shall be required for prudent administration of the Operations, including a Manager’s Account,
opened by and under the control and domain of Manager for the deposit of collections and the
dishursement of expenses and other purposes as set forth herein, and (i) such other accounts as
Manager determines in its sole discretion are reasonable and necessary, Manager shall sign
checks, drafs, bank notes or other instruments on behalf of Company, and make withdrawais
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 support financing
instruments, '

2.2.4. Litigation Management. Manager shali, in consultation with Company,
{a) manage and direct the defense of all claims, actions, proceedings or investigations against
Company or any of its officers, directors, employees or agents in their capacity as sueh, 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
proposes, with Company’s consultation, marketing and advertising programs to be implemented
by Company to effectively notify the community of the services offered by Company. Manager
shall advise and implement such marketing and advertising programs, including, but not limited
10, 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 Systems, Manager shall set up
workstations and other information technology required for the Operations,

2.2.7. Supplies. Manager shall order and purchase all supplies in connection
with the Administrative Services and the Operations, including all necessary forms, supplies and
postage, provided that all such supplies acquired shall be reasonably necessary in connection
with the Operations.

2.2.8. Retention Payments. From Company funds managed by the Manager or
as olherwise provided herein, Manager shall make payments to Monarch in the aggregate of
$50,000 per month (the “Mira-Guaranteed Payment™) which shall begin accruing on Qctober 1,
2017. The first payment of $75,000 (the first half of the total Mira-Guaranteed Payments from
Qctober 1, 2017 1o December 31, 2017) shall be paid upon execution of this Agreement; the
second payment of $75,000 (the second half of the total Mira-Guaranteed Payments from
October 1, 2017 1o December 31, 2017) shall be paid oni February 28, 2018, Thereafter each
monthly payment shall be due on the 15™ of the subsequent month starting on January 1, 2018.
The Mira-Guaranteed Payment shall be increased to $56,250 per month on October 1, 2018, and
increased again on December 1, 2019 to $63,280 per month. Monarch shall be responsible for all
income and other taxes due relating to the monthly Mira-Guaranteed Payment paid to Monarch.
Further provided, the Mira Guaranteed Payment shall continue to be paid to Monarch from and
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after Manager’s exercise of the Option, and by excecution of this Agreement the Company
consents Lo afl such payments to Monarch.

3. RELATIONSHIP OF THE PARTILES

3.1.  Relationship of the Parties. Nothittg contained herein shall be construed as
creating a parinership, trustee, fiduciary joint ventare, or employment relationship between
Manager and Conipany. [n performing all services réquired hereunder, Manager shall be in the
- relation of an independent contractor to Company, providing Adtmmbllahve 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 cerlificates (collectively “Approvals™) required under any and
all lacal and state laws allowing the Company to engage in the Operations at the Facility, and the
Company’s performance of its respective obligations pursuant to this Agreement. Company
agrees to promptly deliver to Manager any notice of denial or revocation of any such Approvals
within three (3) calendar days of receipt by the Company. From and after the Ellective Date,
Company and Manager shall coordinate and insure, at Company’s expense, that the Operations
are in compliance with all Approvals issued by any and all local or state government regarding
the Company’s legal standing and ability to engage in the Operations at the Facility, including
but not limited to all requirements of any insurance or underwriters or any other body which may
exercise similar functions, Company agrees (o promptly deliver to Manager any notice of
vialation of any said Approvals within three (3) culendar days of receipt by the Company.

4.2, Exclusivily, During the 'Term ol this Agreement, Manager shall serve as
Company’s sole and exclusive manager and provider of the Administrative Services, and
Compuny shall not engage any other person or erntity to furnish Company with any sites for
conduet of its Oper auons, any policies or procedures for conduct of the Opbralmns, orany of the
financial or other services provided hereunder by Manager. Manager may assign its v tghm
hereunder to manage the operations (but not under the Option) to San Diego Building Veniurcs,
LLC, or such other entity formed for such purpese by Manager, and Company and Old Operators
acknowledge its approval of such assignment,

4.3. Represenidtions and Warranties of Conmpany.
4.3.1. Company represents and warrants to Munager as follows:
4.3.2. 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 all required approvals, which for purposes of this Agreement
means colleclively all applicable California San Diego Cliy and San Diego County
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5.

licenses, approvals, permits, authorizations, registrations and the like required by
any governmental organization or unjt having jurisdietion over Company or the
Facility necessary to permit the Company {o own and operate the Facility asa
cannabis manufacturing facility,

4.3.3. The Company has full power, authority and legal right to exccute, perlorm and
timely observe all of the provisions of this Agreement. The Company’s exceution,
delivery and performance of this Agreement have been duly authorized.

434, 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 chaster docwments,
membership agreements or bylaws a5 the case may be of Company or the lerms,
conditions, or provisions of any law, order, rule, regulation, judgment, decree,
agreement, or instrument to which Company is a party or by which it ot 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 reasonabie efforls 1o obtain, as
and when required for the performance of its obiigations under this Agreement, and
lo maintain the Approvals required for it iimely to observe all ol the terms and
conditions-af this Agreement.

43,6, Company is the sole owner of the real property on which the Fagcility is localed
and is the sole owner of the improvements comprising the Tacility and afl real and
personal property located therein. The Company has full power, authority and legal
right Lo own such real and personal property.

4.3.7, There is no 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 abligations-under this Agreement.

4.3.8. The Company nor any ol its agents or subsidiaries has received any netice of
revocation, modification, denial or legal or administraling proceedings relating to
the denial, revocation or modification of any local or state approvals, which, singly
or in the aggregate, would prohibit the Company’s Operations at the Facility.

FINANCIAL ARRANGEMENTS

5.1 All net income, revenue, cash flow, and other distributions from Operations will

be held hy Manager as a Management Fee, subject to Manager's lurther obligations to make
payments and pay rent and expenscs as otherwise provided herein,

52 Prior to the time that the “Option™ is exercised, such payments by Manager shall

include payment 10 the Nonprofits of $55,500 necessary to make rental payment to Mira Este,
LLC. Such rental payment shall increase to $60,300 upon receipt of the certificale of oceupancy.
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53  Both before and after the closing of Manager’s exercise of the Option, such
monthly payments by Manager shall include (i) the monthly Mire Este-Guaranteed Payments
payable to Monarch, (i) reimbursement (o any party as a preferential payment the
reimbursement of sums spent for tenant improvements, and (iif) Manager’s Operations expenses.
Prior to the closing of Manager’s excrcise of the Option, one third (1/3) of any remaining net
income is to be paid to Company (it being understood and aglccd that the Mire Este-Guaranteed
Payments ave credited toward this payment of 1/3 of remaining net income sharing.) Al such
payments constitute a material part of Manager's obligations under this Agreement.

54  Tothe extent that Qld Opcmlom provide receipts for tenant improvements made
to the 1,200 sI manufucturing rooi, the certificate of occupancy is received, and this Agreement
is execuled, then Manager shall reimburse the Old Operators for $125,000 representing 50% of
the tenant improvements incurred for the 1,200 st manu facturing room. Such payment for tenam
improvements shall be due thirtly (30) days after receipt of the certificate of occupancy.

55  Notwithstanding anything else herein, upon execution of this Agreement, 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 fiows from Manager oina 50/50 basis. .

6. TERM AND TERMINATION

6.1.  Term. Subject to the provisions contained in this Agreement, this Agreement
shall conmence as of the Effective Date and continue in full force and ¢ffect for a period of
twently (20) years,

6.2  Termination. Except as provided herein, this Agreement is not terminable by any
Parly and may only be not-renewed at the oplion of the Manager at the éxpiration of the term
hereunder through the provision of ninety (90) days’ advance written notice. This Agreement
may be terminated through mutual consent of Manager and Company. This Agreement may also
be terminated at the oplion of the Manager if the Operations fail lo ablain ¢ither (i) any CUP or
other tocal approvals, or (ii) the required Calilornia State permissions and licenses, in each case
to allow the conduct of Qperations at the Facility, This Agreement may be terminaled 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 following notice to Manager
by Company and/or the Old Operalors.

7. RECORDS AND RECORD KEEPING

7.1, Access to Information. Corapany 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 pecform its obligations hereunder, and shall disclose
and make available to represenlatives of Manager for-review and photocopying all relevam
books, agreements, papers, and records of Compaity. Manager shail further timely provide
Company with all books and records generated from Operations. This shall be a continuing

N
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obligation of the Parties following the terniination of this Agreement to the extent needed Lo
implement the terms contained herein.

8. OPTION TO PURCHASE

8.1 Grant of Qption. Company hereby grants Manager an option to acquire a
50% interest in the Facility, as well as 50% of al] applicable permits and rights thereto, that
constitutes the land, buildings and improvements owned by the Company at and for the Facility
Jocation (“Option™). The Option is granted for and in consideration of Manager’s paviment of a
non-relundable 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 Match 13, 2018, regardless of
whether Oplion has been exercised,

a. The Old Operators and Manager acknowledge that the real estate interest shatl
not be conveyed frec and cleor of all liens, but that existing liens on the real
estale will remain in effect. The Old Operators agree that they will be
personalty responsible for Lhe existing at the time of Closing of Escrow as
follows:

i The Old Operators will cause the property awner to satisly,
pay, and discharge, within ten days of Closing of Escrow, (he
second lien of approximately $1 4 million

ii. The O1d Operatars will be solely and personally responsible for
paying in a timely fashion and wltimatcly paying off, the first
lien of appmmmalely 51,975 million. T hcy hereby indemnify
Manager and ils successors from and against any and all
ciaims, damages, or payments that the lien holder or its
sugcessor may seek in enforeing its security interest and lien
rights with respect to the property.

8.2 Option Exercise Price. The Option for this 50% intetest shall be exercised by the
Manager sending notice of exereise to the Company. Thereafler, 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 exerciscias follows:

Datc of Option Exercisc: Option Exercise Price for 50% ol
Fagility:

December 31, 2017 (or prior) $4,500,000

March 31, 2018 (or prior) 34,750,000

June 30, 2018 (or prior) $3,000,000

8.3  Closing of Uscrow.  Escraw shall close on the Dute of the Option Exercise, at
the mutual direction of the Parties, with a qualified escrow company located in San Diego
County, The Parties shall cooperate and execule such docuents as are required to transfer the
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50% interest in the land, building, and improvements to the Manager at the time of Closing, with
the protections for Manager against fien holders as stated in 8.1a, above.

8.4  Expiration of Option. 1f Manager does not exetcise ﬂw Option prior to July |,
2018, ali of Manager’s rights to exercise this Option shall expire. The expiration of the Option
shall not affect or alter the non-Option refated terms of this Agreement,

8.5  Managet’s Operating Agreement — Old Operator’s Ownership in Manager. It is
the intent of the Parties to, upon exercise of the option hereunder at Section 8.1, grant Old
Operators, or their designee, a 33% ownership interest in the Series applicable to the Mira ste
Facility in San Diego Building Ventures, LLC, a Delaware Series Limited Liability Company.
Such ownership interest shall become effective as of the ¢losing of the Option, and the Parties
shall incorporate into that Operating Agrcement Series such terms as arc reQlected in that certain
LOJ dated October 17, 2017 among the Parties with respeet to Managers of the Series and refated
issues sel forth therein, The terms of the Operating Agreement for San Diego Building Ventures,
LLC shall govern the operations of the Mira Este Facility and the Manager upon the closing of
the Oplion, 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. Granlof CUP. Notwithstanding anything else contained in this Agreement, no
obligation, passage of time, date, or other matter with respect to the Option shall become
effective until the City of San Diego has granted the Facility a conditional use permit (*CUP™)
permilting the Company?’s Operations to the satisfuction of Manager, in that regard cach 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 satisfaction, The expiration date of the Option
in section 8.4, above, is similarly lofled.

9. GENERAL

9.1.  Conversion. At the option ol Manager and in consultation with the Old
Operators, any Nonprofit may be converted inté a for-profit entity and owned as the Parties may
otherwisc agree, and as is required for compliance with law, '

0.2,  indemnitication.

9.2.1. Indemnification by Company. Company hereby agree to indemnify,
defend, and hold harmless Manager, its officers, directors, owners, members, employees. agents,
alTiliates, 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 dttorneys’ fees) related
to third party claims, whether or not covered by insurance, atising from or relaling to any willful
misconduct relating to the breach of this Agreement by Company. The provisions of this Section
shall survive terinination or expiration of this Agreement, Company shall imimediately notify
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Manager of any lawsuits or actions, or any threat thereof, that are known or become known to
Company that might adversely affect any interest of Company or Manager whatsoever.

922, Indemnification by Manager. Manager hereby agrees to indemnify,
defend, and hold harmless Company, their respective officers, directors, shareholders, employees
and agents from and against any and all claims, damages, demands, diminution in value, losses,
liabilities, actions, lawsuits and other proceedings, judgments, fines, assessments, penakties, and
awards, costs, and expenses (including reasonable attorneys® fees), whether or not covered by
insurance, arising from or relating to (a) any material breach ol this Agreement by Manager, (b)
any acts or omissions by Manager and its employees Lo the extent that such is.not paid or covered
by the proceeds of insutance, and (¢).all other Operations conduct at the Facility as part of
Mandger providing Adminisirative Services to the Company. The provisions of this Seclion
shall survive termination or expiration of this Agreement. Nolwithstanding the foregoing,
Manager shall not indemnify Company for the acts or omissions of others employed or engaged
by Company, or for matiers relating to operations al the two downstairs suiles unless due (o the
gross negligence of the Manager. Manager shall immediately notify Company of any lawsuits or
actions, or.any threat thereol, that are known or become known 1o Maniiger thal might adversely
affect any interest of Manager or Company whatsoever.

9.3, DRispute Resolution. In the event thal any disagreement, dispute or claim arises
amonyg the Parties hereto with respect to the enforcement or interpretation of this Agreement or
any specific terms and provisions hereol or with respect o whether an alfeged breach or default
hercof has ar has not oceurred (collectively, a “Dispute™), such Dispute shall be settled in
accordance with the following procedures:

9.3.1. Meet and Confer. In the event of a Dispute among the Parties hereto, a
Party -may give written notice to all other Pariies setiing forth the nature of such Dispute (the
“Dispute Notice™). The Paities shail meet and confer in San Diego County Lo discuss the
Dispute in good faith within Five (3) days lollowing the other Parties’ receipt of the Dispute
Notice in an atlempl to resolve the Dispute. All representatives shall meet at such date(s) and
time(s) as are mutually convenient 1o the representatives of each parlicipant within the “Meet and
Confer Perjod” (as defined herein below),

9.3.2. Mediation, Ifthe Partics are unable Lo resolve the Dispute within ten {(10)
days foltowing the date of rc.ceip't of the Dispute Notice by the other parlies (the “Mect and
Confer Period™), then the parties shall attempt in good faitl o settle the Dispute through
nonbinding mediation under the Rules of Practice and Procedures (the “Rules™ of ADR
Services, Inc. (“ADR Services”) in San Diego County within thirty (30) days of delivery of the
initial l)lspulc Notice. A ‘ungle disinterested third-party mediator shall be selected by ADR
Services inaccordance with its then current Rules. The Parties to the Dispute shall sharc 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 Ihe Parties as
outlined above, such Dispute shall be resolved by final and binding arbitration (thc
“Arbitration™). The Arbitration shall be initiated and administered by and in accordance with the
then current Rules of ADR Services, Ine. The Arbitration shall bé held in San Diego County,
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unless the partics mutually agree to have such proceeding in some other locale; the exact time
and location shall be decided by (he arbitrator(s) selected in accordance with the then cuvent
Rules of ADR Services, Ine, The arbitrator(s) shall apply California substantive law, or federal
substantive law where state law is preempted. The arbitrator(s) selected shall have the power to
enforce the rights, remedies, duties, liabilities, and obligations of discovery by the imposition of
the same terms, conditions, and penalties as can be imposed in like circumstances in a civil
action by a court of competent jurisdiction of the State of California. The arbitrator(s) shall have
the power to grant all legal and cquitable remedies provided by California law and award
compensatory damages provided by California law, excepl 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 brougit in the Superior Court for the State of California in
San Diego County, The prevailing party in any Arbitration hereunder shall be awarded
reasonable attorneys' fees, expert-and nonexpert witness costs and any other expenses incurred
directly or indirectly with said Arbitration, including without limitation the fees and expenses of
the arbitrator(s).

THIS ELECTION OF AN ALTERNATIVE DISPUTE PROCESS 18 AN AFFIRMATIVL
WAIVER OF THE PARTIES’ RIGHTS TO A JURY TRIAL UNDER CALIFORNIA LAW,
Cal. C, Civ, Pro. Sec 631. BY SIGNING BELOW, EACH PARTY 1S EXPLICITLY
WAIVING JURY TRIAL AND AUTHORIZING ANY AND ALL PARTIES TO FILE THIS
WAIVER WITH ANY COURT AS THE WAIVER REQUIRED UNDER Cal. C. Civ. Proc.
Sec. 63 1{N(2):

JURY TRIAL WAIVED:
Con% Manager
By: /{/ , ﬂ ‘// By:

A / %% ‘ d
By: ek ' '
By:

'

Hou bl oyl

4. Entire Apreement; Amendment. This Agreement constitutes the-entire agreement
among the Parties related to (he subject matter hércof and supersedes all prior dgreements,
understandings, and letters of intent relating to the subject matter hereof, This Agreement may
be aimended or supplemented only by a writing executed by all Parties. The Recitals of this
Agreement are incorporated herein by this reference,
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9,5.  Notices. All notices, requests, demands or consents hereunder shall be in writing
and shall be deemed given and received when delivered, if delivered in person, or four (4) days
afler being mailed by certified or registered mail, postage prepaid, retuin recgipt requested, or
one (1) day after being sent by overnight courier such as Federal Express, to and by the Parties at
the following addresses, ot at such other addresses as the Partics may designate by wrilten notice
in the manner set lorth hergin;

If to Manager: SoCal Building Ventures, LLC
32023 Landins ComunBd 210
e adoN Wou 20 CAGI361

Il to Company: / Z ,(/ ‘IL/V///
.

11 o Old Operators; /A /1// ///

.e'-r

9.6. Counterparts. This Agreement may be executed in any number of counterparts,
aach of which shall be an original, but all of which, when taken together, will constitule 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 confiict of law principles.

9.8.  Assignment. Unless expressly set fornh to the contrary hereinabove, this
Agreement shall hot be assignable by any Party hereto withoul the express written consent of the
other Parties; provided, however, Old Operalors may assign their holding interest {o 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 Diego Building Ventures, LLC,

9.9,  Waiver. Waiver of any agreement or obligation set forth in this Agreement by
cither Party shall not prevént that party from later insisting upon full performance of such
agreement or obligation and no course of dealing, partial exercise or any delay or failure on the
part of any Party heveto in excreising any right, power, privilege, or remedy under this
Agrecment or any related agreement or instrument shall impair or restrict any such right, power,
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privilege ot remedy or be construed as a waiver therefor. No waiver shall be valid against any
Party unicss made in writing and stgned by the Parly against whom enforcement of such waiver
is sought.

9,10, Binding Etfect. Subject to the pravisions sel forth in this Agreement, iis
Agreement shall be binding upon and inure to the benefit of the Parties hereto and upon their
respective successors and assigns,

9.11. Waiver of Rule of Construction. Fach Patty has had the opportunity fo consult
with its own legal counsel in connection with the review, drafling, and negotiation of this
Agreement. Accordingly, the rule of construction that any ambiguily in this Agreement shall be
construed against the drafting paity shall not apply. '

9.i2. Severability. 1f anyone or more of the provisions of this Agreement is adjudged
to any extent invalid, unenforceable, or contrary to law by a court of competent jurisdiction. each
and all of the remaining provisions of this Agreement will not be affected thereby and shall be
valid and enforceable to the fullest extent permitted by law,

9.13. Force Majeure, Any Parly 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, bie-
terrorism, riot or insurrection, law or regulation, sirike, 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 velease such Party from using its best efforts to
avold or remove such cause and such Party shall continue performance hereunder wilh the
utmost dispatch whenever such causes are temoved. Upon claiming any such excuse or delay for
non-performance, stch Parly shall give prompt written notice thereof to the other Parly, provided
that faifure to give such notice shall not in any way limit the operation of this provision.

9.14. Authorization for Apreement. The execution and performance of this Agreement
by Company and Manager have been diily authorized by all necessary laws, resolulions, and
corporale or partnership action, and this Agreement constitutes the valid and enforccablo
obligations of Company and Manager in accordance with its terms.

9,15. Duty to Cooperate. The Parties acknowledge that the Parties’ mutual cooperation
is eritical to the ability of Manager and Company to perform successfully and efficiently its
duties hereunder. Aceordingly, each party agrees Lo cooperate fully with the other in formulating
and implementing goals and objectives which are in Company’s best interests.

l)

2.16. roprietary and Confidential Information. The Parties agree with regard o
Confidential Information that Manager may be piven or oblain as o result of Manager's
performance under this Agreement, or vice versa, such Confidential Information is secret,
confidential and proprictary, and shall be utilized only for those puiposes of this Agreement or as
otherwise directed or agreed to in writing. The term *Conlidential Information” means any
information or knowledge concerning or in any way related to the practices, pricing, activitics,
strategries, business plans, financial plans, trade secrets, relationships and methodology of
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Operations of the busingss, performance of the Administrative Services, or other matter relating
10 the business. The Parties shall take appropriate action to ensure that all employees permitted
access o 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 pait theteof, in any manner other than js necessary to
perform under this Agreement, and no Parly shall disclose or otherwise make the Confidential
Information available to any other person, corporation, or other entity, except to the other Party,
or us otherwise required by law.

9,161 All Confidential Information conslitutes a valuable, confidential, special and
unique asset, The Parties recognize that the disclosure of Confidential Information may give tise
to irreparable injury or damage that are difficult to calculate, ind which cannot be adequalely
compensated by monetary damages. Accardingly, in the event of any violation or threatened
violation of the confidentiality provisions of this Agreement, a non-violating Party shall be
entitled to dn injunction réstraining such violation,

9.17  Additional Assurances. The provisions of this Agreement shall be self-operative
and shali not require [urther agreement by the Parties; provided, however, at the request
of cither 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 lo effectuate this
Agreement, ‘

9.18 Consents, Approvals. and Exercisc of Discretion. Whenever this réquires any
consent or approval to be given by either Party, or either Party must or may exercise discretion,
and except where specifically sel 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 Beneficiarjes. Except as otherwise provided herein, this Agreement
shali not confer any rights or remedies-upon any person other than-Manager and Owier and their
respective successors and permilted assigns,

{signatures 1o follow]
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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”
Mira Este Prgperties, LLC California Cannabis Group
By {/ Y :

Its:

Devilish Delights, inc

“MANAGER”

SoCal Building Ventures, LLC

By:,,w/

|lS/ Lm (Mcugl\""j rf\f"’m L’Q/l

“OLI) OPERATORS”

By:_/
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Monarch Management Consulting, Inc.
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EXHIBIT C

MANAGEMENT SERVICES AND OPTION AGREEMENT

This MANAGEMENT SERVICES AND OPTION AGREEMENT {the “Agreement™) is
made, entercd into and efféetive as of January 2, 2018 (the “Effective Date™) by and among
SoCal Building Ventures, LLC (the “Manager™ and “Optionee™ as conlext reguires). and
Roselle Propertics, LLC. a California limited lability company {the “Company™ and
“Optionor” as context requires), and Chris Hakim. an individuat and Ninus Malan, an
individual (together who may also be referred to as the “Old Operators™) teollectively. the

“Parties™).

WIHEREAS,

A. Company eonsists of the real property owner which the Parties believe may be
used to opersle a medical marijuana cultivation and/or manufacturing site (the ~Operations™.
and which is in need of business consulting, accounting, administrative. technological.
managerial, human resources, financial. intellectual property. and related services in order to
conduct Operations. The Company's real property is located al 10685 Roselle Sireet. San Dicgo,
California 92121 (the “Facility™), for which a CUP has been submitted with the City of San
Diego for such purposes, The Companys owns the Fucility in fee simple. The planned Faceility
will consist of approximately 20,000 S¥. There is currently an unaffiliuted tenant at the Facility
twhich currently has 4000 SEF). The Company secks 1o lease the Faeility to one or more
afliliated, qualified cannabis cultivation and/or manufaciuring operators lollowing the
termination of the current fease consistent with the terms of this Agreement. The exisling
management company {or the Company has assigned its vights to Manager under other
agreewtents between the primary parties.

B. Manager is engaged in the business of providing administrative and management
services to health care entities and has the eapacity o manage and administer the operations of
Company and to furnish Company with appropriate mmu__m'i.:]. administrative, financial. and
technological support (the “Administrative Services™) for the Operations. Manager may assigh
its obligations hereunder o an affiliate, San Dicgo Building Ventures, LLC. which shall also be
“Manager” hereunder as if an initial party hereto. There are currently to cannabis-refated
operations vccurring at the Faeility.

L Company desires management assistunce in the Operations. To accomplish this
goal, Compuny desires to (i) ensure Old Operators are compensated to retain their expertise and
continued support ol the Operations, and (i) engage Manager to provide Administrative Services
as are necessary and appropriate Tor the day-to-day administration and management of the
Operations. und Manager desires to (1) assist Company in retaining the expertise of Old
Operators., and (i) provide Administrative Serviees o Company. all upon the teems and subject
to the conditions sct forth in this Agreement,
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(B3 Manager is also seeking an option to acquire a 50% ownership interest in the
Tacility. 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 sufficieney ol which are acknowledged by
the Parties, the Parties agree as follows:

TERMS OF AG RE-EMENT

L. ENGAGEMENT

1.1.  Engagement of Manager. Company hereby engages Manager to provide the
Administrative Services for the Operations on the lerms and conditions deseribed hereip, and
Manager accepts such engagement. Manager shalf be the sole.and exclusive provider of the
administrative, management, and other services 16 be provided to or on behalt of Company for
the Operations us more particularly outlined herein. Manager in its sole diseretion shal)
determine which services shall be provided to Company {rom time-to-time so long as the
Administrative Services are provided in compliance with this Agreément: For purposes of this
Agreement. *Administrative Services” shall not include any management services to Roselle
Properties, LLC relating 1o ils ownership of the Facility unless and until Manager exercises the
option 1o 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 notmake any express or implied warranlies orrepresentations that the
Administrative Services provided by Manager will resul{ in any pardcular amount or level of
income to the Company. Specifically, Manager has not represented that its Administrative
Services will result in higher revenues, lower expenses, greaier profits, or growth in the number
of clients receiving services or purchasing poods at the Facility.

1.2, Agency. Company hercby appoints Manager as Company’s true and tawlul agent
throughoul the Term of this Agrecment, and Manager hereby accepts such appointment,

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

i,  To collect and deposit all amounts received. including all cash reveived,
patient co-payments, cost réimbursements, co-insurance and deductibles, and
accounts receivable, into the "Manaper’s Account.” which shall be and at ull
times remain in Company’s name through accrual on Company s accounting
records,
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i, To make demand with respeet to. settle, and compromise such elaims and
coordinate with collections agencies in the name of Company or Manager,

i, Vo take possession of and enduorse i1y the name of Company on any note.
chieck. money order, insurance paynient or iy other instrument reeeived.

iv.  Toeflectuate the payment of Company expenses. including to the Manager
lor the Management Fee as it becomes due,

v, To sign cheeks, dralts, bank notes or other instruments on behalf of Company
and (o make withdrawals from the Manager’s Account for other payments
specified in this Agreementand as determined uppropriate by the Manuger.

.4, Documentation lo Bank. Upon request of Munager, Compuny shall exeeute and
deliver 1o the [inancial institwtion wherein the Maniger's Account is maintained. such additional
documents or instrinmments as may be necessary to evidenee or effect the limited power of
attorney granted 1o Manager. Company will not ke wny action that interferes with the vransler
of funds 1o or from Manager's Account, nor will Company or ity agents remove. withdraw or
authorize the removal ur withdrawal of any funds lront the Manager’s Account for any purpose.
Manuger agrees (0 hold all funds n the Manager™s Account in seeordance with California agency
law,

i.5.  Lixpiration of Power of Atorney. The power ol atterney shall expire on the date
this Agreement is terminated. Upon terimination or expiration o this Agreement, Manager
further agrees 1o execute any and all decumentation confirming the termination of this limited
power of altorney.

2. DUTIES AND RESPONSIBILITIES OF MANAGER

2.1, General Responsibilities. During the Term of this Agreement Manager shall. in a
manner determined ot Manager®s sole diseretion, provide such services ns are necessary and
appropriate for the day-lo-day administration and management of Company”s business in a
manner consistent with pood business practice. including without lmitaion: Human Resources.
Informuation Technology. Bguipment and Supplies. Banking. Aceounting and Finance, Insurance
Procurement, Risk Management. Contract Negotiation. Cultivaion, Marketing, and Licensing of
Intellectual Propenty. Trade Names and {rademarks. as all are more specifically set Torth helow.

201, Personnel. Manager has full right. obligation. and awthority 1o hire und
retain personnel and other persons or entities needed 10 perform the Administrative Services for
Manager under this Agreement. All personnet will be cmiployees. agents. or independent
contractors of the Company, and all vosts (including payroll and withholding xes and expenses,
any employment insurance costs, health insurance expenses and insurance. and other customary
expenses) associated with such personnel shall be paid by Manager from Company funds
managed by Manager, or by Manager if such funds ave insufficicnt.



2.1.2. Manager Personnel, Muanager may employ or comtract with und provide
all necessary persomnel (“Manager Personnel™) il reasonably needs 1o provide the Administrative
Services hereunder. Sucl personnel shall be under the direetion, 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 benelits of all Manager Personnel. Company
shall be hot responsible in any way for Manager Personnel, und Manager indemnifies, defends.
and holds Company harmless [rom any such liability.

2.1.3. Lraininp. Manager shall provide reasonable training to personnel in all
uspeets of the Operations matetial to the role ol such personnel. including but not fimited to
administrative. Tinancial, and cquipment maintenance matlers,

244, Ingurance, Manager shall assist Compaiy in Company’s purchase of
necessary insurance coverage. with the cost of sueh insurance paid from Compuny s funds
managed by Manager.

procedures und controls apd systems for the development. preparation, and keeping of records
and books of accounting, related to the business and financial atthirs of Company. Such books
and records shall at all times be accessible and availuble 1o Company and the Old Operawors.

2150 Accounting, Manager shall establish and administer gecounting

2,16, Tax Matters. Manager shall oversee the preparation ot the annual report
and x information returns required to be Gled by Company. Al ot Company s 1ax obligaions
shall be paid by Manager ot of Company’s funids managed by Manager, Manager shall provide
such information, compilations, and other relevant information 1o-Company on a timely basis in
order to [ile all returns with the taxing agencies. Company shall abso make such reserves and set
asides for taxes as directed by Manager throughout the year,

2.1.7, Reports and Infermation. Manager shall Turnish Company in a timely
(ashion quarterly or more frequent operating ceports and other busjness reports s reasonably
requested by Company, including without Himitation (1) copies of bank statements and ¢hecks
relating 1o Company s bank accounts and (i) all other Tinaneiad information and Noancial
statements refating o Operations,

2,18, Budpets, Manager shall prepare for review and approval by Company, all
capilal and anpnual operating budgets as needed. and such approval shalt not be vrircasonubly
wilhheld.

of Company. including the paynient on behull of Company Tor ainy of the teris sel Forth in this
Article 2, such us taxes, assessments, lieensing fees, and other {ees of any mature whatsoever in
conneclinn with the operation ol the Qperations us the same beeome due and payable. unless
payment thereol' is being contested in good [aith by Company.

2.1.3¢0. Contract Negotiations, Manager shall advise Company with respect 1o
and negoliate. either directly or on Compuny s behalt, as approprinte and permitied by applicuble
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faw, such contractual arvangements with thivd Parties as are reasonably necessary amd
appropriate for Company's Operations,

2000 Billing and Collection, € behalf of and for the account of Company,
Manager shall establish and maintain credit and billing and collection palicies and procedures.
and shall exercise reasonable efforts to bill and collect in g dmely manner all proluessional and
olher fees for all billable services provided by Campany.

2.1.12, All Other Matters Reasonably Needed for Operations, 1he Manager shut)
perfonn all tasks reguired for the goad governance and operation ol the Operations, including
making reasonable repuirs, al Company’s expense, Tor any facility used in the Operations as may
be required inder any kease or mortgage that encumbiers the property. or W protect public salety,

parties agree Manager has authority to make decisions relating 10 the day-to-day business operalions
of the Operations and execute on behall of Operations all instruments and documents needed in the
course of the custonury and ordinary operation of Operations, inchuding the paymient of ordinary
expenses inewred during Operations and other refated payments, Manager shall also coordinate
any public statements or press tnleractions.

2.2, Responsibilities as Agent. I connection with the appointtaent o) Manager as
Agent of Campany under Section 2.1 above, Manager shiadl further undertuke the lolfowing:

2.2.1. Billing. Manager shal bill, in Company™s name and on Company’s
behalt, any claims for reimbursement. cost ofiset, or indemnification lrom members or
customers, insurance companies and plans, all stine or federafly {funded benety 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 gonerated by such billings and claims for reimburseient, 1o take pussession
of, and deposit il the Manager’s Account (aceruing such deposits om the pencral fedger of
Company) any eash. notes, cheeks, money orders. insurance payments, and any ather
instruments received in payment ol aceounts receivable, W administer such accouns including,
but not Bmited 1o, extending the time or pavment ol any such aceounts Gor cash, credit or
otherwise: discharging or releasing the oblipors of any such accounts: assigning or selling at a
discount such aceounts to collection agencies: or tuking other measures o reguire the payment of
any such agcounts,

22,3, Banking, The Parties shal) coopuerate in opening such bank accounts as
shall be required for prudent administration of the Operations. inchuding 0 Manager’s Account,
upened by and under the control and domain of Munager tor the deposit of collections and the
disbursement of expenses wnd other purposes as set Forth herein, and (i) such other sceounts as
Manager determines in its sule discretion are reasonable and necessary. Munager shall sign
checks. drafis. bunk notes or other instruments on behal ' of Company. and make withdrawals
from Manager’s Account Tor payments specified in this Agreement. Muanager, in its sole
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discretion, may make a pledge or assipnment of Company s aceounts o support Hnancing
instruienss.

2.24. Litigation Management. Manager shall, in consuliation with Company.
{a} manage and direct the defense of all elaims. actions. proceedings or invesligations against
Company or any ol its officers. directors. employees ur agents in their capacity as such. und (b)
manape aind direet the initiation and prosecution ol all claims, uctions. proceedings or
investigitions brought by Company against any person other than Manager.

225, Marketing, Advyertising, and Public Relstions Programs. Manager shall
propose. with Company*s consultation, marketing und udventising programs (o be implemented
by Company Lo offeetively notily the community of the services oftered by Company. Manager
shall advise and implement such marketing and advertising programs. including, bul not fimited
o, analyzing the effectiveness ol such programs. preparing marketing and advertising materiuls,
negotiating marketing and advertising contracts on Company’s hehall, and ebtaining services
hecessary o produce and present such marketing and adverlising programs, Manager and
Company agree that all marketing and advertising programs shall be conducted in compliance
with all applicable standards of ethics. Taws. and regulations,

2.2.6. Information Technolopy and Computer Systems, Manager shall setup
workstations and other information technology required Tor the Operations.

2.2.7. Supplies. Managershall order and purchase all supplics in connection
with the Administrative Services and the Operations. including all necessiry forms. supplies and
postage. provided that all such supplies acquired shalt be reasonably necessary in connection
with the Operations,

2.2.8. Relention Payments. From Company funds nanaged by the Manager ar
as otherwise provided herein, Manager shall make payments to Monarch Management
Consulting. Ine. ("Monarch™) in the aggregate of $50.000 per month (the "Roselle-Guaranteed
rayment™) which shall be due on the 15™ of each month starting on January 15, 2018, The
Roselle-Guaranteed Payment shall be increased 1o $36,250 per month on the actuad {irst
anniversary of the initial payment of the Roselle-Guarinteed Payment, and increased again on
the seeond such anniversary to $63.280 per month, Nutwithstanding anything else herein. no
pavment of the Roselie-Guaranteed Payment shall be due o aeerue unless and until the
Centificate of Occupancy and the CUP are issued for the planned Facility, Muonareh shall be
responsible Tor all income and other taxes due relating 1o the monthly Roselle-Guarantecd
Payment paid to Monarch, Further provided. the Roselle-Giiaranieed Payimens shall continue to
be paid o Monarch froim and alter Manager's exercise of the Option, and by exccution of this
Agreement the Company consents to all such payments to Monarch.

3. RELATIONSHIP OF THE PARTIES

3.1, Relationship of the Partics. Nothing contained herein shall be construed as
creating a partnership, wustee, tidueiary joint venture, or employment rélationship 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 to the
Operations operated by Company.

4. RESPONSIBILITIES OF COMPANY

4.1, General Responsibiliges ol Company. Company shall own and operaie the
Operations during the Term of this Agreemeni. with Manager managing the day-to-day
Ciperations as provided herein, At all times during this Agreement. the Manager and Company
shall coordinate 1w obtain and maintain in full force and effect all available and necessary
licenises. approvals, permits and/or certificates (collectively “Approvals™) required under uny and
all local and state laws allowing the Company to engage in the Operations al the Facility. and the
Company’s performance of its respective oblipations putsuant 1o this Agreement. Company
agrees o promptly defiver o Manager any notice ol denial or revoeation of any such Approvals
within three (3) calendar days of receipt by the Company. From and after the Hilective Date,
Company and Manager shall coordinate and insure. at Conmpany s expense, that the Operations
are in compliance with all Approvals issued by any and all local or stite government reparding
the Company”s legal standing and ability (o engage in the Operations at the Facility, including
but nut limited to all requirements ol any insurance or underwriters or any sther body whivh may
exereise similar functions. Campany agrees to promptly deliver to Manager any notice of
viokition of any suid Approvals within three (3} calendar days of receipt by the Company.

4.2, Lixclusivity, During the Term of this Agreement. Manager shall serve as
{C'pmpany’s sole and exclusive manager and provider of the Administrative Services. and
Company shall not engage any other person or entity io lurnish Company with any sites for
conduet o’ its Operations. any policies or procedives for conduct of the Operations. or any ol the
[inancial or other services provided hereunder by Manager. Manager miay assipn its rights
hereunder to manage the operations (but not under the Optiony 1o San Diego Building Ventures,
[.1,C, or such other entily formed for such purpose by Manager. and Compuany and CHd Operators
acknowledge its approval of such assignment.

4.3, Representations and Warrantics of Compmiy. Company represents and warranls
10 Manager as [ollows:

3301, Company is a duly organized. valully existing and in good standing under the
faws of California. The Company represents and warrants that. to Campany s knowledge. it
holds or is pursuing all required Approvals, which lor purposes ol this Agreement means
collectively all applicable California San Diepo City and San Dicgo County livenses, approvats,
permils, authorizations, registrations and the like required by any povernmental organization or
unit aying jurisdiction over Company or the Pacility necessary to permil the Compuny to own
and aperate the Facility as a cannabis cultivation st

4.3.2, The Company has full power. authority and fegal ght 10 exevunte. perform and

timely observe all of (he provisions of this Agreement, The Company”s exceution. delivery and
performance of this Agreement have been duly authorezed.
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4.3.3. This Agreement constitutes a valid and binding obligation of the Company and
does not anid will not copstitute a breach o or defanht under the chaner documents. nrembership
agreements or bylaws as the case may be of Company or the s, conditions. or provisions of
any {ow, order, rule. regulation, judgment. deeree. agreement. or instrument to which Company
is a party or by which it or any o' is assets is bound or afieeted.

4.3, Company shall, atits own expense. keep in Tull foree and efleet its legal
existence: and Company shall make commercially reasonable elforts to obtain. as and when
required for the performance of its obligations under this Agreciment. and to maintain the
Approvuls required lor it timely to observe all of the 1erms and conditions of this Agreement,

4,35, Compuny is the sole owner of the read property on which the Paciliyy is located
ind i the sole owner ol the improvements comprising the Facility and all real and personal
property focated therein, The Company has full power. anthority and legal right toown such real
and petsonal propery,

4,3.6, There is no litigation or proceeding pending vr threatened against Company thai
could reasonably be expected to adversely alfeet the validity of this Agreement or the ability of
Company Lo comply with its obligations under this Agreement.

4.3.7. The Coinpany nor any ol its agents or subsidiaries has received any notice of
tevocation, moditieation, denial or legal or administrating proceedings refuting to the deaial.
revocaton 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 AN net income, revenue, cash 1Tow. and other distributions rom Operations will
he held by Manager as a Management Fee, subject to Manager's further ablligations to make
payments and pay rent and expenses as otherwise provided herein.

5.2 Once the curient tenaney is extinguished. Manager shall pay (o 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 debl servide on any Hens 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 remal payiments.

3.3 The O Operaters and Manager will split the costs of CLP und other mitigations
50450 and onee the Option is exercised. the Manager (or is asstgnee h and the Old Operators will
own the property amd cash flows from Manager on a 30730 hasis.
534 The OId Operators are and will remain solely responsible tor the lien on the
pruperty of approxitately $1,250,000, and shall make all payments due thereunder on a timely
basis pursuant to the terms of the indebtedness,
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3.5 Prior 1o the closing o Manager's exereise of the Option, onc ibhid (131 of any
remaining net income is {o be paid to Company (it heing undersiood and agreed that the Roselle-
Ciuaranteed Payments, once due., are credited wward this payvment of 173 of remaining net
income sharing.)  All such payments constituie i maleriat part ol Manager™s obligations under
this Agreement.

6, TERM AND TERMINATION

0.4, e Subjeet to the provisions contuined in this Agroement. this Agreement
shall commence as ol the Lffective Date and continue in fudl foree and effeet tor o period of
twenty (20) vears,

6.2, Termination, lwxcept as provided herein, this Agreement is nol ferminable by any
arty and may only be nol-renewed at the option of the Manager af the expiration ol the lerm
hereunder through the provision of ninety (90) days™ advinee writien notice. This Agreement
may be terminated through mutual consent ol Muoager and Company. his Aprecment may also
he terminated at the optivn of the Manager if the Operations [ail o obtain etther () any CLIP or
other focal approvals, or (1) the required California State permissions and Heenses, in each vase
Lo allow the conduct ol Operations al the Facility, This Agreenent nuy be tlerminated at the
optiont ol the Company upon the failure hy Manager 1o make any pavments as ure required
herein. and such failure has gone uneured for twenty-five (23) days following notice (o Manager
by Company and/or the (Hd Operators.

1 RECORDS AND RECORD KEEPING

7.0, Access lo Information. Company herelsy authorize and grants wo Manager tul
and complete aceess 10 all information. instruments, ind docaments reliting 1o Compary which
may be reasonably requested by Manager 1o perlonm its obligations hereunder. and shall disclose
and make available to representatives ol Manager [or review and photeeopying ull relevint
books. agreements, papers. and records of Compuny, Munager shall further timely provide
Company with all books ad records generated from Operations. This shall be o continuing
obligation of the Partics following the termination of this Agreement 1o the extent needed to
implement the terms contained herein.

8, OPTION TO PURCHASE

8.1 Cirant of Option. Company hereby grints Manager an oplion to acquire a
50% interest in the Facility, as well as 30% ol all applicable permits and rights thereto. that
constitutes the land, buildings and improvements owned by the Compuany ul und luy the Fucility
focation ¢*Option”™). The Option is granted tor and in consideration of Manager’s payment ol a
non-refundable Option fee fowards the Option Exercise Price of Seventy Five Thousand Dollis
{$75.000.00). which 875,000 shall be paid 1w Ol Operators on Maréh 13, 2018, repardless of
whether Option has been exercised.
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8, The Old Operators and Munager acknowledge that the real estite inlerest shall
not he conveved free and clear of all liens, but that existing Hiens on the real
estate will remain in eflect, The Old Operators agree that they will be
personally responsible for the existing at the time ol Closing of serow us
[ollews: '

i, The Old Operators will be solely tind personally responsible for
paying i a tmely fashion and ultimately paying off. the first
lien ol appraximalely $1.250.000. They hereby indemnify
Munager ind its suceessors From and against any and all
claims, damapes. or payments thit the Bien holder or its
suceessor may seek in enforeing s security interest and lien
rights with respeet Lo the property.

8.2 Option Exercise Price. The Oplion lor this 30% interest shall be exercised by the
Manager sending notice of exercise to the Company. Therealler. before the Closing Date.
Manager shall deposit into Iscrow the fullowipg. amounts teach an independent »Option
Exercise Price™) depending upon the date ol the notice of exercise as follows:

Date of Option Lixercise: Opton Exercise Price Jor 30% ol
Faeility:
December 31, 2017 (or prior) $2.250.000
March 31. 2018 (or prior) $2.375.000
June 30. 2018 {or prior} £2.500.000
8.3 Closing of Escrow,  Fserow shall cloge on or before the sisticth te0™) day

following the Date of the Option Exercise. at the mutual divection of the Parties. with a qualilicd
escrow company located in San Diego County. The Partics shall cooperate nnd exeeute such
documents as are reguived to transfer the S0% interest i the lind. building, and improvemems w
the Manager a1 the time of Closing, with the protections for Manager against lien holders as
stated in 8. 1a. above,

8.4 Expiration of Option. 11 Manuger does not exereise the Option prior to July |,
2018, alt of Manager’s rights (0 exercise this Option shall expire, The expiration vl the Option
shall not affeet or alier the non-Option related lernis ol this Agreement.

8.3 Manager’s Operating Agreement - Old Operator’s Chwnership in Manager. BUis
the inteni ol the Parties 10, upon exercise vl the option hereunder at Section 8.1 prant Okl
Operators, or their desipnee, a 33% ownership interest in the Series upplicable to the Roselle
Facility in San Dicgo Building Ventures, 114, a Delaware Series Limited Liubility Company,
Such ownership interest shall become eflective as of the closing ol the Option. and the Parties
shall incorporaie into that Operating Agreement Series such terms as are reflected inhat certain
L.O1 dated October 17, 2017 wmong the Parlies with respeet to Managers-ot the Series and related
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issues set torth therein, The erms ol the Operaling Agreemend for Sin Dhieyo Building Ventores,
LEC shall govern the operations of the Roselle facility and the Manager upon the closing of the
Option, The Parties shall cooperate on the final stractural decisions and docuwmenation
consistent with the ferms coptained in the LOL - From anid afier the closing of Manaper's
exercise of the Option, this new management company shall further tike over alt of the
Muonager’s duties and responsibilities as outhined in this Agreement.

8.6, Grant of CUP.  Notwithstanding anvibing else contwined in this Apreement. no
abligation. passage of time. date. or other matter with respect to the Option shal become
effective until the City of San Diego has granted the Faeility a condittonal use permin (CUP™)
permitting the Company s Operations o the satisluction of Manager. {n that regard each ol the
dates set Torlh in Section 8.2 above are tolled until the 30, 90 and 150" day. respectively.
[wHowing the granting of the CUP, to Manager's satislaction, The expiration date of the Option
in section 8.4. above. ts similarly tolled.

9, GENERAL
9.1, Conversion. At the option of Manager and in consultation with the Old
Operators, any nonprolit may be converted inly a Tor-profitentity and owned as the Parties may

atherwise agree, and gy is required for complianee with Tuw,

9.2, Indemnification.

92,1, Indemnification by Company, Company hereby agree 1o indemnily.
defend. and hold barmless Manager, its officers. directors. owners. members, employvees. agents,
affiliates, und subconirictors, from and against any and all elainis, damages, demands.
dimimution in value. losses. liabilities. actions, lawsuits and other proceedings. judgments. ines.
assessments. penalties, awards. costs, and expenses (including reasonable attoreys® fees)y related
to third party claims, whether or not covered by insuranee. arising trons or relating (o any willtu
misconduel relating (o the breach of this Agreement by Company. The provisions of this Section
shall survive terndnativg or expiration of this Agreement. Compuany shall immediately notfy
Maunager of any lawsuils or actions. or any threat thereoll that are known dr become known o
Company that might adversely affect any imterest ol Company or Mameer whitsovver,

6,22, Indemnification by Manaeer. Mamaper hereby agrees o indeimmify,
detend, and hold harmbess Company. their respective officers. directors, sharcholders, employees
and agents from and against any and ald claims. dumages. demands, dimination in value. losses.
linhilitics. aclions. lawsuits and other proceedings, judgments. tines, assexsments, penalties. and
awards, costs, and expenses (including reasonable attomeys” fees), whether or not covered hy
insurance, arising from or relating to (a) any material breach o this Agreement by Manager, ()
any acls or omissions by Munager and its employees to the extent that such is not paid or eovered
by the proceeds of insurance. and () all other Operations conduet ab Ihe Facility as part of
Manager providing Administrative Services 1o the Company  The provisions of this Section shall
survive ermination or expiration of this Aprecment, Notwithstanding the toregoing. Manager
shall not indemnify Company For the acts or omissions ol others employed or engaged by
Company. or lor matters refating to operations al the two downstairs suites trless due to the




gross neplisence ol the Manager. Manager shall inmediately netifyv Company of any lawsuits or
actions. or any threat thereof, that are known or become knowi to Manawer thit might adversels
afTeet any interest of Manager or Company whatsoever.

9.3, Dispule Resolution. In the event that any disagreement. dispuie or claim arises
among the Parties hereto with respect 10 the enforcement or interpretation ol this Agreement or
any speeilic lerms and provisions hergot or with 1 respect lo w hether un alleped breach or delauit
hereof has or has not oecurred (collectivety 5 S0l Dispuic shall be settled in
accoftlance with the following procedures!

9.3.1. Mectand Confer. Tn the event ol a Dispule umaong the Parlies hercto, a
“arty may pive wrilten notice to all other Partics setting forth the nature of such Dispute (the
“Dispuwe Netiee™), The Parties shall mect and conler in San Dicpo (‘t'n.l.nl_\v' 1 discusy the
Digpute in good faith within five (5) days following the other Parties” receipt of the Dispute
Notice in an attempt 10 resolve the Dispute. AH representatives shall meet at such date(s) and
time(s) as are mutually convenient Lo the representatives of cach participant within the “Meet and
Conler Period™ (as delined herein below),

0,32, Mediauon. Hthe Parties are unabie 1o resolve the Dispute within ten ( H)
days [bllowing the date of receipt of the Dispute Notice by the other purties file “Meet and
Confer Period™), then the parties shall attempt in good faith [o seide the Dispute through
nonhinding mediation under the Rules of Practice and Procedures (the “Rules™ ol ADR
Services, Inc. ("ADR Services™) in San Diego County within thinty {303 days of delivery of the
initial Dispute Notice. A single disinterested third-party mediator shall be selected by ADR
Services i1 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, Arbilration. Any Dispute which cannot beresolved by the Parties as
outlined above, such Dispute shall be resolved by Bnul andd binding arbitration (the
“Arbitraiion™), The Arbitration shall be initiated and adminisiered by and in aecordance with the
then varrent Rules of ADR Services. The Arbitration shall be held i San Dicgo County, unless
the parties mutually agree 1o have such proceeding in some other focale: the exac time and
location shall be decided by the arbitrator(s) selected in accordance with the then current Rules
ol ADR Services. The arbitrator{s} shall apply California substantive b, or federal substantive
law where state law is preempled, The arbitrator(s) selected shall have the power (o enloree the
rights, remedies. duties, Habilities, and abligations of discovery by the impasition of the same
termy, conditions, and penulties as can be imposed in like cireumstanees i a civil action by «
court of competent jurisdiction of the State ol Caliormia. The wrbitratorts) shall have the power
to grant al) legal and equitable remedies provided by Caliloenia law und award compensatory
damages provided by Calilorsia law, except thut punilive damages shall not be awarded. The
arhitratarls) shall prepare in writing and provide to the Parties an award including factual
findings and the tegal reasons on which the award is based. The arbitration award may be
enforeed through an action thereon brought in the Superior Courl for the State of California in
San Diego County,  The prevailing party in any Arbitration hereunder shall be awarded
reasonable attorneys’ fees, expert and nonexpert witness costs and any other expenses incurred
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direetly or indireetly with suid Arbitration, including without limitation the fees and expenses of
the arbitrator(s).

THIS FELECTION OF AN ALTERNATIVE DISPUTT PROCESS 18 AN AFFIRMATIVE
WAIVER OF THE PARTIES' RIGHTS TO A JURY TRIAL UNDER UALIFORNIA LAW,
Cal, CoCive Pro. Sec 631, BY SIGNING BELOW. FACH PARTY IS EXPLICTTLY
WAIVING JURY TRIAL AND AUTHORIZING ANY AND ALL PARTIEN TO FHLE THIS
WAIVER WITH ANY COURT AS THE WAIVER REQUIRED UNDER Cal. € Civ, Froe,
See, 031D

JURY TRIAL WALIVED:

-

Company

04, Entire Agreemuent; Amendment, This Agreement constitutes the enlire agreement
mmnong the Parties related w the subject mater hereol and supersedes nll prior agreements.
understandings. und tetters of intent relating to the subject matter hercol’ This Apreement muy
he amended or supplemented only by aowriling executed by all Parties, The Receitnls of this
Agreement are incorporated herein by this reference.

9.5, Notiges. All notices, requests, demands or consents hoereundes shall be i writing
and shall be deemed given and received when delivered, i delivered in person, or tour (43 days
alter being mailed by cerlified or registered mail, postage prepaid, return receipt requested, or
ane (1) day after being sent by overnight courier such us Pederal Fxpress, lo aind by the Partiesal
the following addresses, or at such other addresses as the Parties may designate by wrilten notice
in the manner set (orth herein: '

" to Manuger: SoCal Building Ventuies, LLC
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1f to Company:

[ to Old Operators:

9.6. Counterparts. This Agreement may be executed in any nuwmber of counterpirts.
eaeh of which shall be an original. but all of which, when wken together. will constitute one and
the same instrument.

9.7, Governing Law, This Agreement shadl be construed and governed in aceordanee
with the laws of the State of California. withowt reterence to contlicr o fiww prineiples.

9.8, Assigoment. Unless expressly set forth 1o the contrary hereinsbove, this
Agreement shall not be assignable by any Party hereto without the express wiitien consent of the
other Parties; provided. however, Old Operators may ussign their holding interest w Monareh oy
another legal entity owned by the Old Operators, and SoCal Building Ventures, LLC may assign
all o aportion of its rights and obligations 1o San Diepo Buidding Ventures, L1.C,

0.9, Waiver. Waiver of any agreement or ohligation sel (orth in this Agreement by
cither Parly shall not prevent that party from later insisting upon full performimee uf such
agreenient or obligation and no course of dealing, partial exercise or any delay or failure on the
part ol any Party hereto inexereising any right. poser. privilege, or remedy under this
Agreement or any related spreement or instrument shall impair or restrict any soch dlght. power,
privilege or remedy or he construed as a waiver therefor. No waiver shall be valid against any
Party unless made in writing and signed by the Party against whom enforcement of such waiver
is sought,

9.10.  Binding LilTect, Subject 1o the provisions set forth in this Agreement. this
Agreement shall be binding upon and inure to the benefit of the Parties hereta and upon their
respective suecessors and assigis.

9,01, Waiver of Rule of Construction. ach Party has had the opportunity 1o consult
with its own legal counsel in conection with the review, drafling. and negotiation of this

5
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Agreement, Accordingly, the rule of construction that any mimbiguity in this Agreement shall be
construed aguinst the drafiing party shall not apply,

1o any extent invalid. unenforceable, or contrary to law by weourt ol competent jurisdiction, each
and al} of the remaining provisions of this Apreement will not be alfected thereby and shall be
valid and enforceable to the fullest extent permitied by faw,

9,12, Severability, [Fanyone or more of the provisions of this Agreement is adjudped

913, Foree Majeure. Any Party shall be excused 1or Bailures and delays in performance
ol 118 respective obligations under this Agreemen! due 1o any enuse beyond the control aid
without the Tault of such party. including without Himitation. any act ol Guod, war, terrorism, bio-
terrorism. riol or insurrection. law or regulation, strike. Dood, custhquake. water shortage. tive.
explosion or inability due to any of the aforementioned causes Lo obtain pecessary labor,
malerials or laeilities, This provision shall not release such Party from using its best efforts (o
avoid or remove such cause and such Party shall coptinue performancee hereunder with the
utmaost dispateh whenever such causes are removed. Uipon claiming any such excuse or delay for
non-petlormance, such Party shall give prompt written notice thereol o the other Panty. provided
that fuilure 1o give such notice shall not inany way imit the operation of this provision.

U 14, Authorization for Agreement. The exeeution wiid perfornmnance of this Agreement
by Company and Manager have been duly awthorized by all necessary fuws. resolutions. and
corporate or partnership uction. and this Agreement vonstitutes the valid and enforceable
obligations of Company and Manager in accordance with is fenms,

915, Dy to Cooperate. The Parties acknowledge that the Partics™ mutual cooperation
is eritical to the ability of Manager and Company o perform suceessfully and efficienty its
duties hereunder, Accordingly, each party agrees w cooperate [ully with the other in formulating
and implementing gouls and vbjectives which are in Company’s best inlerests.

916,  Proprictary and Confidential Information. The Parties agree with regard to
Confidential Information that Manager may be given or obwin-us o result ot Maniager's
performance under this Agreement, or vice versa, such Condidential Information is secrel,
conlidential and proprietary. and shall be wilized onby Joy those purposes of this Agreement or 43
otherwise direcied or agreed w in writing,  The term ~Confidential Information”™ means any
information vf knowledge concerning or in any way reliated o the practices, priving. activitics,
strategies. business plans, financial plans. trade seeres, relationships amd methodology ol
Operations ol the business, perlormance of the Administrative services, oy other nutter relating
1o the business. The Parties shal} take appropriate action o ensiie that afl emplovees permitted
aceess 1 Uonlidential lnformation are aware of its conlidential and proprictary nature and the
restricvions placed on iis se. The Parties shall not reproduce orcopy the Confidential
Information ol the Company. or any part thereot, in any manner other than is necessary 1o
perform under this Agreement, and no Party shall diselose or othersise make the Confidential
Information available Lo any other person. corporation. or other entity. except 1o the other Purty.
or as otherwise required by law,

9.16.1 All Confidential Information constitnes o valuable, contidential, special and
unigue asset, The Parties recognize that the disclosure of Conlidential informition muy give rise
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o jrreparable injury or damage that are difticoll o caleulaie, and swhich cannot he adequaiely
compensated by monetary damages.  Accordingly, in the ¢vent ol any violation or threatened
violation ol the confidentiality provisions of this Agreemeni. s non-violating Party shall be
entitled to an injunclion restraining such vielation.

917 Additional Assurances. The provisions of this Agreement shall be sel-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 instrumenis and take such additional acts as
are reasonable and us the requesting Party may deem necessary (o eflectuate this Agreement.

918 Consents, Approvals, and Usereise of Discretion. Whenever this requires any
consent or approval (o be given by either Party. or cither Party must or miy exercise distretion,
and except where specifically set forth to the contrary, the Partivs agree that such consent or
approval shall not be unreasonably withheld or delaved. and that such diserction shall be
reascenably exercised.

919 Third Party Beneficiaries. Except as otherwise provided herein. this Agreement
shall not conler any rights or remedies upon any person other than Manager and Owner and their
respeetive sueeessors and permitied asstgns.

[signature page follows)
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IN WITNESS WHERLEOF. the Parties agree 1o the foregoing lerms of agreement through
the esccution below by their respective. duly authorized representatives as of the Lffective Date.

“COMPANY™

Roselle Propertigs, 1O

By: 1(/ Z 7 //‘A |

l

“MANAGERY™

SoCal Building Ventures. LLC V4
: ( K A
ii ,,,M#”\Z/ e
By: K’: B s
s - (=
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EXHIBIT D

d DISPENSARY (S5
IN THE BACK [

EXHIBIT D
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